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Nos  certc,  aeterno  veritatis  amor<i  devicti,  viarum  iacertis  et  arduis  et  solitudinibus  nos 
commisimus ; et  diviuo  auxilio  freti  et  iiinixi,  mentem  nostram  et  contra  opinionum  violentias 
et  quasi  instructas  acies,  et  contra  proprias  et  internas  hasitationes  et  scrupulos,  et  contra 
rerun!  caligiiies  et  nubes  et  undequaque  volantes  phantasias,  sustinuimus ; ut  tandem  magis 
fida  et  secura  indicia  viventibus  et  posteris  comparare  possemus.  Qud  in  re  si  quid  profecerimus, 
non  alia  sane  ratio  nobis  viam  aperuit  quam  vera  et  legitima  spiritus  humani  liumiliatio. 

Bacon — Instauratio  Magna — Prcefatio, 

For  my  own  part  at  least,  in  obedience  to  the  everlasting  love  of  truth,  I have  committed 
myself  to  the  uncertainties,  and  difficulties,  and  solitudes  of  the  ways;  and  relying  on  the  divine 
assistance  have  upheld  my  mind  against  the  shocks  and  embattled  ranks  of  opinion,  and  against 
my  own  private  and  inward  hesitations  and  scruples,  and  against  the  fogs  and  clouds  of  nature, 
and  the  phantoms  flitting  about  on  every  side;  in  the  hope  of  providing  at  last  for  the  present 
and  future  generations  guidance  more  faithful  and  secure.  Wherein  if  I have  made  any  progress, 
the  way  has  been  opened  to  me  by  no  other  means  than  the  true  and  legitimate  humiliation  of 
the  human  spirit. — Spedding'' s Translation. 


f’ 


h. 


DICTIONARY 


OF 


POLITICAL  ECONOMY: 


t'  i 


BY 


HENRY  DUNNING  MACLEOD,  Esq.,  B.A.,  F.S.S., 

* . 

OF  TRINITY  COLLEGE,  CAMBRIDGE  : OF  THE  INNER  TEMPLE  j BARRISTER-AT-LA^V  ; FELLOW  OF  THE 

CAMBRIDGE  PHILOSOPHICAL  SOCIETY. 

AUTHOR  OF  “TUE  THEORY  AND  PRACTICE  OF  BANKING,**  AND  “THE  ELEMENTS  OF  POLITICAL  ECONOMY. 


VOLUME  I. 


LONDON: 

LONGMAN,  BROWN,  LONGMANS,  AND  ROBERTS 

MDCCCLXIII. 


THE  AUTHOR  RESERVES  THE  RIGHT  OP  TRANSLATION. 


V 


DICTIONARY 


OF 


POLITICAL  ECOI^OMY. 


ABBOT. 

ABBOT,  CHARLES,  Lord  Colchester, — 
Born  14th  October,  1757,  at  Abingdon,  in  Berk- 
shire, was  the  second  son  of  the  Rev,  John  Abbot, 
D.D.,  Rector  of  Colchester.  He  was  educated  at 
Westminster,  and  Christ  Church,  Oxford,  where  he 
gained  the  Chancellor’s  medal  for  the  Latin  ode. 
He  was  called  to  the  bar  soon  after  1783,  and 
entered  Parliament  in  1795,  as  member  for  Hel- 
leston,  in  Cornwall,  a nomination  borough  of  the 
Duke  of  Leeds.  He  was  a strong  supporter  of 
Mr.  Pitt.  He  spoke  pretty  frequently,  especially 
on  financial  subjects.  In  1797  he  was  appointed 
chairman  of  the  committee  on  the  financial  state 
of  the  nation,  and  prepared  a great  number  of  re- 
ports on  that  subject.  In  that  year  he  carried  a 
resolution  that  the  statutes  should  be  distributed 
much  more  extensively  than  they  had  been  done. 
He  strongly  supported  the  principle  that  all  in- 
come should  be  rated  as  it  was  found,  without 
reference  to  particular  cases,  as,  in  fact,  all  other 
taxation,  both  direct  and  indirect,  is  levied.  He 
moved  for  and  obtained  a committee  to  consider  the 
neglected  and  disgraceful  condition  of  the  public 
records,  and  from  this  proceeded  the  Royal  Record 
Commission,  over  which  he  presided  till  1817.  He 
warmly  advocated  the  establishment  of  a general 
registration  of  all  instruments  afiecting  landed 
property.  He  said  that  this  system  had  already 
prevailed  for  ages  in  Scotland  with  the  happiest 
results,  in  Ireland  for  nearly  a century  with  similar 
beneficial  results,  and  in  the  two  most  populous 
counties  of  England,  Yorkshire  and  Middlesex. 
It  had  been  found  to  add  a distinct  and  specific 
value  to  the  property  it  secures.  “ Many  recent 
events,”  he  said,  “had  contributed  to  dissipate  the 
prejudices  which  once  hung  on  this  question,  and 
it  now  remains,  only  by  transcribing  one  short  and 
approved  law,  to  extend  the  same  benefits  through- 

PART  I.  VOL.  I. 


ABEILLE. 

out  the  rest  of  England.”  This  was  spoken  in 
1800,  and  in  1859  we  are  as  far  otf  as  ever  from 
such  a benefit.  The  chief  measure,  however,  of 
public  interest  with  which  his  name  is  associated, 
is  the  establishment  of  the  census  of  Great  Britain. 
He  brought  in  a bill  for  this  purpose  on  the  19th 
November,  1800,  and,  in  accordance  with  it,  the 
first  census  was  taken  in  1801,  and  has  been  con- 
tinued decennially  since.  In  1801  Mr.  Abbot 
was  appointed  chief  secretary  to  the  Lord  Lieu- 
tenant, and  keeper  of  the  Privy  Seal  of  Ireland. 
On  the  10th  February,  180-2,  he  was  elected 
Speaker  of  the  House  of  Commons,  on  the  resig- 
nation of  Mr.  Mitford,  and  continued  to  hold  that 
office  till  the  30th  May,  1817,  when  ill  health 
compelled  him  to  resign.  Though  prevented  by 
his  office  from  taking  part  in  the  debates,  he  gave 
much  of  his  attention  and  infiuence  to  the  improve- 
ment and  extension  of  parliamentary  statistics, 
and  he  had  opportunities  of  displaying  his  rhetorical 
talents  in  conveying  the  thanks  of  the  House,  on 
thirteen  occasions,  to  the  naval  and  military  officers 
during  the  great  war.  His  address  to  the  Duke  ot 
Wellington,  on  the  1st  July,  1814,  was  particularly 
admired.  He  was  created  a peer  on  the  3rd  June, 
1817,  by  the  title  of  Baron  Colchester,  and  died 
on  the  7th  May,  1829. 

ABEILLE,  LOUIS  PAUL — Born  at  Toulouse, 
2nd  June,  1719,  was  a member  of  the  Society  of 
Agriculture  of  Paris,  and  afterwards  inspector 
general  of  the  manufactures  of  France,  and  gene- 
ral secretary  of  the  Board  of  Trade.  He  died  at 
Paris,  28th  July,  1807.  He  w'as  an  economist  of 
the  Physiocrate  school,  and  of  the  most  extreme 
opinions  of  that  school. 

CorpH  d' Observations  de  la  Societe  d' Agriculture^ 
de  Commerce^  et  des  AriSy  Hahlie  par  les  Etats  de 
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ABSEXTEEIS^r. 


Brefaijne.  Rornies,  176]  and  1762.  2 vols.  12nio. 

Lettrc  d'un  Negodani  sur  la  nature  da  Com- 
merce des  Orauis.  Paris,  1763. 

Bffcts  d^  iin  priviUge  exclusif  sur  hs  Droits  de 
Propriete.  I'aris,  1764. 

Principes  sur  la  JAberte  du  Commerce  des  Grains. 
Paris,  1768. 

Faits  qui  ont  influe  sur  la  Cherie  des  Grains  en 
France  ct  en  Anglcterre.  Paris,  1768, 

Memoirs  presente  par  la  Socide  RoyaU  d* Agri- 
culture d V Assemhlee  Nationale^  le  24  Octobre^ 
1789,  sur  les  ahus  qui  s^opposent  aux  prTogres  de 
VagricuUuref  et  sur  les  encouragements  qu'il  est 
necessuire  d'accorder  d ce  prem  ier  des  arts.  Paris, 

1789. 

Observations  de  la  SociHe  Royale  dWgriculture 
sur  la  picstion  suivante,qui  lui  a He  proposes  par 
leComiftd\Agriculfure  et  deCommerce  de  VAssem- 
blcc  Sationale : lJusage  des  domaines  congeables, 
est-il  utile,  ou  nou^  aux  progres  de  Vagriculturef 
Park  1791. 

Observations  de  la  Socuie  Royale  d* Agriculture 
sur  Vuniformite  des  j^oids  et  mesares.  Paris, 

1790.  G. 

ABSENTEEISM — The  habitual  absence  of 
tlie  landed  proprietors  of  a country  from  iheir 
estates. 

1.  This  expression  arose  out  of  the  discussions 
on  the  miserable  condition  of  Ireland;  a verv 
larjre  jiroportion  of  the  evils  which  afflicted  ft 
were  attributed  to  the  habitual  residence  of  the 
jrreater  part  of  its  lauded  ]W(»prietors  in  foreijju 
countries,  where  tltey  spent  their  incomes. 

2.  The  evils  Avhich  resulted  from  absenteeism 
were  alleged  to  be  of  two  sorts,  moral  and  eco- 
nomical. It  was  said  that  the  habitual  absence 
of  the  great  body  of  the  proprietors  demoralized 
the  lower  orders  by  withdrawing  the  natural  con- 
trol over  tlu-m;  and  secondly,  it  was  alleged  that 
the  remittance  of  their  incomes  to  so  large  an 
amount  impoverished  the  country  to  that  extent, 
and  enriched  the  foreign  country  in  which  they 
Were  .-pent  to  an  eipuil  extent. 

3.  The  entire  question,  therefore,  is  of  a very 
complicated  nature;  but  in  the  following  remarks 
we  sliall  not  consider  the  moral  j)art  of  it,  but  I 
contiue  our.selves  merely  to  the  economical  part. 
^Ve  do  not  contest  for  one  instant  the  right  of 
the  Irish,  or  any  other  proprietors,  to  live  where 
they  like,  or  to  spend  their  incomes  where  and 
how  tliey  please.  The  maxim  that  “property 
has  its  duties  as  well  as  its  rights”  maybe  a very 
excellent  apothegm  in  morals,  but  it  has  nothing 
to  do  with  Political  Economy.  And,  in  fact,  in 
the  state  of  Ireland  thiity  years  ago,  it  was  to 
be  received  with  some  qiialitication,  wlieii  the 
chances  were  greatly  in  favor  of  any  man  who 
tried  to  live  on  his  own  properly  being  shot.  Men 
we  are  afraid,  will  not  j.ay  much  attention  to 
moral  maxims,  when  by  doing  so  they  will  most 
probably  be  sliot  down"  like  vermin.  We  shall 
tlieu,  as  We  have  said,  restrict  ourselves  to  the 
discussion  of  the  simple  question— Does  ab- 
senteeism impoverish  Ireland?  And  to  guard  the 
question,  It  possible,  from  any  mismulerstaudiiu'- 
It  IS  not  whether  it  is  the  same  tiling  to  the  emitire 
at  large  where  the  money  is  spent,  but  onlv 
whetlier  it  is  worse  tor  Ireland,  and  for  Ireland 
alone 

4.  To  a plain  person  the  proposition  would 


appear  self-evident,  that  the  exportation  from  a 
country  an  article  of  valnc,  which  money  is 
ailmitted  to  be,  without  any  return  to  counter- 
balance it,  would  be  a loss  to  that  country.  If  an 
Irish  laudlurd  were  to  receive  £10,000  as  rent  in 
cash,  and  then  go  otf  to  Hong  Ivoiig,  it  would 
appear  self-evident  that  there  was  a dimimitiou 
ot  pi*o]>erty  in  Ireland  to  the  extent  of  £10,000. 
And  when  we  consider  the  innumerable  exchanges 
the  circul.ition  of  such  a sum  may  give  rise  tu,  by 
which  protits  are  manifestly  generated,  it  seems 
clear  that  the  withdrawal  of  it  from  Ireland  must 
be  a loss  to  that  country,  and  an  eipial  gain  to  the 
place  in  yhich  it  is  spent. 

5.  Nevi-rtheless,  a distinguished  economist  has- 
undertaken  to  demonstrate  the  startling  paradox 
that  absenteeism  is  no  loss,  either  morally  or  eco- 
nomically. to  Ireland,  or  to  any  ciuiiitry.  Cuii- 
fiiiingoui>elves  to  the  economical  part  of  the  ques- 
tion, we  sliall  now  enquire  how  far  Mr.  McCulloch, 
the  writer  alluded  to,  is  right  in  maintaining  that 
thereinirt.mce  of  these  rents,  and  their  expenditure 
ill  foreign  ' oniitrics,  is  no  real  loss  at  all  to  Ireland. 

6.  That  this  iiroposituui  sounds  paradoxical  on 
the  face  of  it  Mr.  McCulloch  himself  ailmits. 
That,  ho^^over,  is  no  argument  against  it.s  being 
true.  Bur  the  onus  probandi  certainly  lies  upon 
him  who  first  starts  a paradoxical  proposition. 
Nevertheh'ss,  Mr.  McCulloch  afflrms  that  no  one 
who  holds  free-trade  doctrines  can  doubt  it,  and 
that  those  who  deny  it  commit  the  same  error  as 
the  believiTs  in  the  Balance  of  Trade.  These  are 
very  startling  assertions,  and  we  shall  now  inves- 
tigate the  wav  iu  which  he  endeavours  to  establish 
tiu'in. 

7.  He  commences  by  saying  that  he  confines  the 
discussion  only  to  the  spending  of  income,  and 
the  expenses  necessarily  connected  tlierewith,  and 
its  outlay  and  consumption  in  housekeeping.  He 
states  that  the  rents  remitted  may  amount  to  about 
three  or  four  millions,  and  then  he  considers  how 
they  are  remitted.  “ Now,  as  there  is  no  excess 
of  specie  in  Ireland,  and  Bank  of  Ireland  notes  do 
not  circuliite  in  England,  it  is  obvious  they  cannot 
be  remittid,  except  by  exporting  an  equivalent 
amount  of  Irish  raw  produce,  or  manufactures. 
Were  the  absentees  to  return  to  Ireland  there 
would  be  an  increased  demand  for  commodities  or 
lalxu*,  or  luith,  in  the  home  market,  to  the  extent 
of  four  or  foiir-and-half  millions,  but  that  would 
be  balanced  by  an  equal  diminution  in  the  foreign 
market.” 

8.  Again,  he  says,  “ It  may  be  said  that  the 
rents  of  absentees  are  remitted  neither  hi  specie, 
nor  in  bank  notes,  uor  in  Irish  produce,  but  in 
drafts  on  foreign  merchants,  or  bills  of  exchange. 
But  what,  may  we  ask,  is  a bill  of  exchange?  Is 
it  not  an  oi’der  addressed  to  an  individual  residing 
iu  anotlu‘1  part  of  the  same,  or  in  a foreign 
country,  directing  him  to  pay  a debt  he  has 
already  contracted,  or  is  about  to  contract,  to  the 
draw'er  of  the  bill,  to  some  other  party  specified 
by  him.  This,  then,  is  the  maimer  in  M'hich 
absentee  expenditure  operates.  The  agent  of  an 
absentee  hindlonl,  after  collecting  the  rents  of  his 
princijial,  >ay  £10,000,  buys  a bill  of  exchange 
with  the  sum  from  an  Irish  merchant,  and  the 
latter,  in  order  to  supi>ly  his  correspondent  in 
London,  Liverpool,  or  Baris,  on  whom  the  bill  is 
drawn,  with  funds  to  pay  it,  must  for  it  is  in  no 
respect  opliona!  to  him,  go  into  the  Irish  market, 
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and  buy  £10,000  worth  of  the  raw  or  manufac- 
tured products  of  the  country,  and  send  them  to 
the  order  of  his  correspondent.  AVhat,  then,  is  the 
difference  to  Ireland,  in  so  far  as  the  demand  for 
commodities  is  concerned,  whether  the  landlord  be 
resident  or  not  ? ” “ However  it  may  be  turned 

or  twisted,  it  will  be  found,  on  analysing  any 
case  that  may  be  presented,  that  this  is  the  whole 
difference,  in  so  far  as  expenditure  is  concerned, 
between  a resident,  ami  a non-resident  landlord. 
The  one  exchanges  his  income  for  Irish  commodi- 
ties, or  their  e(|uivaleiits,  which  ho  brings  into  his 
house  in  rrelaud,  and  consumes  them  there,  the 
other  also,  through  the  merchants  who  furnish 
him  M'ith  bills,  exchanges  his  income  for  Irish 
commodities,  which,  or  the  equivalents  for  which, 
he  brings  into,  and  consumes  in  his  house  in 
London  or  Baris.  And,  therefore,  unless  the 
more  locality  of  consumption  be  advantageous,  it 
follows  that  the  expenditure  of  that  portion  of  the 
annual  revenue  of  a nation  which  is  .sent  abroad 
to  absentees,  contributes  as  etfectually  to  the 
general  advantage  as  the  expenditure  of  any  other 
portion  of  revenue.”  And  then  lie  ends  this  part 
by  laying  down  this  general  proposition : — is 
never,  vi  short,  by  sending  abroad  revenue,  but  by 
sending  abroad  the  capital  by  whose  agenig 
revenue  is  produced^  that  nations  are  impo- 
verished^^ 

9.  In  this  general  proposition  lies  one  of  Mr. 
^IcC’ulhx-h's  great  fallacies.  He  maintains  that 
if  the  revenue  only  be  sent  away,  the  capital  is 
not  diminished,  and  therefore  the  nation  is  not 
im|)Overished.  But  surely  it  is  one  of  tlic  best 
settled  doctrines  in  Bolitical  Economy,  that  it  is 
chiefly  by  the  accumulation  of  revenue  llial  capi- 
tal is  iuen^ased.  If  the  whole  revenue  is  swept 
away,  the  capital  ma}'  not  fu-rhaps  be  diminished, 
but  it  cannot  increase.  If  the  revenue  had  been 
expended  in  Ireland,  it  would  have  increased  the 
capital  of  Ireland,  she  would  have  possessed  mucli 
more  cayiital  than  slic  actually  does,  ami  surely 
that  is  equivalent  to  imiioverishmeiit.  Sweeping 
away  the  revenue  prevents  the  natural  increase 
of  capital.  The  revenue  which  is  spent  in  foreign 
countries  goes  to  increase  the  capital  of  iliose 
countries,  and  is  lost  to  Ireland,  to  which  it 
naturally  belongs,  and  that  is,  to  all  intents  and 
purposes,  an  imjioverishment  of  Ireland.  It  may 
be  perfectly  true  that  it  may  not  diminisli  the 
actually  existing  capital  of  Ireland,  but  the 
naturai  tendency  of  eapital  is  to  inerrase,  and  if 
it  is  prevented  from  blooming  what  it  naturally 
would,  it  is  an  impoverishment. 

10.  But  iu  unfolding  his  theory,  Mr.  McCulloch 
is  soon  betrayed  into  a striking  instance  of  self- 
contradietkm.  He  was  met  with  the  obvious 
argument  that  remitting  routs  to  absentees  wa-s 
exactly  similar  to  remitting  tribute  to  a foreign 
prince.  He  says,  “ It  is  said,  however,  that  these 
statements  prove  too  much.  That  the  same  rea- 
soning which  shews  that  the  remittance  of  rents 
to  absentees  is  not  injuriou.'i,  will  equally  shov 
that  a tribute  may  be  paid  to  foreigners  without 
injury  to  those  who  pay  it.  But  the  slightest 
reflection  will  convince  any  one  that  remittances 
to  absentees  are  not  identical  with  remittances  oii 
account  of  trdnite,  but  totally  and  coiu|iletely  dis- 
similar. Suppose  that  a quantity  of  linen  is 
exported  from  Ireland  to  Liverpool,  on  accimnt  of 
an  absentee.  If  the  absentee  returns  home,  the 


exportation  will  of  course  cease,  but  what  will 
Ireland  gain  by  the  cessation?  His  rent  may  no 
longer  be  emj>Ioyed  to  purchase  linen,  but  if  not, 
it  will  be  enijdoyed  to  purchase  other  articles, 
which  he  will  of  course  consume  iu  his  own  family: 
the  fact  of  his  being  in  Ireland  or  out  of  it,  neither 
adds  to,  nor  detracts  from,  the  means  of  living 
possessed  by  other  iudividmils.  So  long  as  tho>e 
who  consume,  and  the  value  of  the  pntducts  which 
they  consume,  continue  tlie  same,  a change  in  the 
place  of  con>iimptioii  affects  themselves  only. 
'I'he  ca^^e  of  a tribute  is  in  every  respect  different. 
If  the  remittances  to  Iri.-h  absentees  were  juit  a 
.«top  to,  those  to  whom  the}*  are  sent  would  return 
to  Ireland,  and  would  consume  them  there.  But 
if  the  same  remittance  were  sent  as  a tribute  to 
a foreign  country,  there  wouhl  not,  in  the  event  of 
its  ceasing,  be  any  one  to  return  to  Ireland,  ami 
thent  would  in  conseipience  be  so  much  additional 
wealth  left  in  the  pockets  of  it.s  inhabitants. 
Nothing,  therefore,  can  be  more  absurd  and  con- 
tradictory than  the  statements  so  frequently  put 
forth  by  Irish  newspajiers  and  demagogues,  com- 
paring the  remittances  to  absentees  to  a trilmte, 
ami  compiaining  of  tlie  injury  which  Ireland  sus- 
tains iu  sending  abroad  so  large  a sum  for  which 
she  gets  no  return.” 

11.  Bearing  in  mind  the  general  pro]msition  he 
had  laid  down,  that  sending  away  revenue  and 
Mot  cajtital,  is  no  loss  to  a country,  is  it  possible  to 
have  a more  striking  instance  of  self-euntradietion  ? 
He  admits  that  sending  away  tribute  to  a foreign 
power  is  a loss  to  a country,but  tribute  conics  out 
of  revenue,  and  he  has  just  said  that  sending  away 
revenue  Is  no  loss  at  all ! The  government  com- 
mands the  inhabitants  to  remit  a certain  quantity 
of  nmney,  that  is  a diminution  of  wealth.  The 
landlords  eomiuand  the  tenants  to  remit  the  same 
quantity  of  money,  ami  that  is  no  diminution  of 
wealth  ; wliieh  shews  that  things  that  are  equal 
to  the  same  thing,  are  not  equal  to  each  other. 
He  then  says,  that  the  distinction  between  the 
remittance  of  tribute  and  rent  consists  in  this, 
that  the  absentees  may  return  if  the  remittance  of 
rent  were  stopped  ! But  how  doe.s  that  affect  the 
que.-lion  So  long  as  they  do  not  return  ? ITitil 
the  improbable  contingency  hap]tens,  the  effects 
of  the  two  must  be  manifestly  similar. 

1*2.  Ill  truth,  if  Mr.  McCuIlocirs  arpunents 
were  true,  it  is  no  disadvantage  to  a country,  if 
the  whole  estates  of  the  proprietary  are  entirely 
mortgaged  ; and  this,  no  doubt,  was  one  of  the 
prineijial  causes  of  the  enormous  remittances  from 
Ireluml,  The  sums  due  upon  mortgage  are  evi- 
dently ]»aid  out  of  revenue,  and,  according  to  him. 
the  sending  away  of  tliese  is  no  loss  to  the  eoiiiitrv. 
But  does  not  the  whole  world  rejoice  that  Ireland 
has  got  rid  of  her  deeply  encumbered  projirietarv? 
does  not  the  whoh*  Avorld  tliink  it  one  of  the 
greatest  blessings  Ireland  ever  received,  and 
whicli  will  go  far  to  atone  for  the  calamities  of 
tlie  ])Otato  disease,  that  henceforth  the  laml  will  be 
in  the  possession  of  a free  ami  unincumbered  pro- 
prietary? Now,  if  Mr.  McCiilloelfs  doctrine  be 
true,  it  makes  not  the  slightest  difference  to  a 
country  whether  its  proprietors  are  eaten  up  with 
debt,  whether  they  be  merely  so  many  paiqier 
units,  or  whether  they  be  wealthy  and  unincum- 
beretl.  It  is  certainly  not  necessary  to  waste 
argument  iu  controverting  such  a doctrine.  Mr. 
MeCulloch  stands  solitary  in  such  an  opinion. 
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13.  But,  in  fact,  the  radical  error  of  Mr.  Me 
Culloch  lies  in  only  lookiiifp  to  the  operation  of 
ubtainintt  tlie  rent,  and  in  not  lookinjr  to  what  is 
done  with  it  afterwards.  Up  to  the  time  of  the  ' 
remittance  of  the  rent  no  doubt  it  is  immaterial,  j 
The  ditference  arises  afterwards,  because  the  ex- 
penditure of  that  revenue  increases  the  capital  of  i 
the  country,  M hat  is  revenue  to  one  man  be- 
comes capital  to  the  next  .Tlie  expenditure  of  that  I 
revenue  makes  no  ditference  to  the  landlord,  but 
it  makes  a very  great  ditlerenee  to  the  tradesmen  i 
of  all  sorts  in  the  neighbourhood.  Their  capital  , 
increases  according  to  the  business  tiiey  do.  No  I 
person  can  be  so  absurd  as  to  deny  that  a trades-  : 
inairs  capita!  increases  according  to  the  profitable  ^ 
business  he  does.  Ami  of  course  the  capital  of  ; 
the  whole  community  must  be  the  aggregate  of 
the  capitals  of  each  individual.  Now,  if  the 
^10,000  of  rent  be  spent  among  the  tailors,  black- 
smiths, carpenters,  and  tradesmen  of  all  sorts  in 
the  neighbourhood,  it  increases  the  business  of 
each,  and  therefore  it  mids  to  their  capital,  and 
they,  in  their  turn,  increase  the  biisine.ss  of  their 
ueighbours,  and  depemlents,  each  in  his  own 
sphere.  And  thus  by  increasing  the  (juantity  of 
business  of  each,  it  increases  production  and 
capital. 

14.  Mr.  McCulloch  was  again  met  by  the  asser- 
tion that  the  rents  of  the  Iri>h  landlords,  if  spent 
in  Ireland,  would  benetit  Irish  tradesmen,  for 
which  every  opulent  individual  must  ahvavs  have 
a demand,  but  that  M heu  they  lived  in  Loudon 
and  Paris  they  emidoy  them  in  paying  the  wages 
of  English  or  French  tradesmen,  who  consequently 
gain  an  advantage  at  the  expense  of  those  of 
Ireland.  He  pronounces  this  reasoning  to  be 
quite  fallacious.  Suppose,"  he  says,  “ any  mim-  j 
ber  of  landlords  residing  at  present,  and*  laying 
out  their  incomes  jiartly  in  English  manufactures, 
goods,  and  colonial  products,  and  partly  in  pro- 
ducts of  Irish  art,  and  industry,  emigrate  to 
England  or  France,  and  s^itppose  jurther^  that  the 
identical  Irish  commodities,  which  they  are  in  the  ' 
habit  of  using  in  Ireland,  are  sent  ajter  them  to 
their  ime  residence.  In  this  case  it  is  obvious,  in 
the  event  ut  tlie  absentees  taking  their  servants 
along  witli  them,  that  the  M ealth  of  Ireland  would 
be  ill  no  degree  affected  by  the  change  in  their 
])lace  of  residence,  and  what  in  point  of  fact  is 
the  difference  between  the  hy[)Othetical  case,  and 
the  actual  case  of  the  absentees  from  Ireland,  or 
any  other  country?  When  the  duke  of  Leinster 
leaves  Carton,  to  establish  himself  in  Carlton 
terrace,  it  is  probable  that  the  same  articles  may 
not  be  used  by  him  in  London,  that  he  would 
have  used  had  lie  continued  iu  Ireland.  But  if 
not,  the  diJVcrence  is  immateriabjor  such  of  them 
as  are  of  English  or  foreign  origin,  must  he 
obtained  directly,  or  indirectly,  in  exchange  for 
an  Cfjuiralent  amount  of  Irish  produce  of  some 
sort  or  other.''  Now,  M hat  a baseless  ])ro])osition 
this  last  is!  There  is  no  necessity  wlialever  that 
the  articles  bouglit  in  England  must  be  obtained 
111  exchange  for  au  equivalent  amount  of  Irish 
produce. 

15.  lie  then  say.s,  that  absenteeism  only  ehan"'es 
the  direction  of  labor,  and  that  is  all  it  can  do. 
Unit  produce  and  linen  are  the  articles  in  which 
It  IS  most  to  the  advantage  of  Ireland  to  remit 
rents.  And  su|»posing  them  to  return  to  Ireland, 
a less  amount  of  their  rents  would  be  laid  out  in 


tliese,  and  a larger  amount  in  other  things.  But 
this  would  not  occasion  an  increase  of  the  total  de- 
mand for  labor,  ^'‘J&r,  if  under  such  circumstances, 
more  peoyle  were  employed  in  one  way,  fewer 
woidd  be  employed  in  another.”  Nay,  Mr.  Me 
Culioch  maintains  that  if  the  landlords  were  to  re- 
turn, the  demand  for  labor  would  not  be  increased, 
but  tell  chances  to  one  it  would  be  diminished ! 

16.  He  acknowledges  that  the  }>re\  alent  notions, 
on  a su]>ei’licial  view,  appear  to  be  well  founded. 
“ M hen  a wealthy  landlord  resides  on  his  estate, 
there  is  generally,  in  s<»me  contiguous  village,  a 
number  of  little  tradesmen,  and  manufacturers, 
who  work  on  his  account,  and  who,  it  i.s  alleged, 
will  be  thrown  out  of  employment  and  left  wholly 
destitute  in  the  event  of  his  removing  to  another 
Country.  This  statement  is  founded  on  an  entire 
misappreheusiou  of  the  nature  uf  protits.  Those 
who  clamour  against  absenteeism,  take  fur  gi’aiited 
that  retail  dealers,  tradesmen  and  manufacturers, 
live  at  the  expense  of  those  who  employ  them, 
and  who  buy  their  products.  Certainly,  however, 
they  do  no  such  thing.  They  are  not  so  very  de- 
pendent as  they  are  believed  to  be  by  others  and 
by  thems*  Ives.  They  are  not  maintained  by  the 
demand  of  the  but  by  their  own  wits  and 

industry.  Of  these  they  cannot  be  deprived ; and 
as  they  have  supported  them  hitherto,  they  will 
suiiport  them  in  all  time  to  come.  The  boot- 
niaker  who  sells  boots  at  tifty  shillings,  which  co.*^t 
him  only  torty  shillings  of  outlay,  does  not  make 
the  ten  shillings  of  profit  at  tlie  expense  of  his 
customer.  He  ]>roduces  in  a given  time  a pair  of 
boots  equivalent  to  a worth  iu  silver  of  tifty  shil- 
lings, while  the  various  expenses  to  which  he  is 
necesspil\  put  in  their  manufacture  amount  when 
rated  in  the  same  medium  to  forty  shillings,  and 
his  customers  all  do  the  same;  they  all  make 
similar  pn  tits  iu  their  respective  businesses,  that 
is,  they  produce  quantities  equal  to  tifty  shillings, 
by  au  outlay  of  forty  shillings.  Consequently, 
iu  exchanging  corn,  cloth,  or  silver,  for  boots,  one 
I nothing  at  the  expense  of  another, 

I Frofit  is  in  every  ease  the  result  of  more  being 
]>roduced  in  given  periods,  than  is  consumed  iu 
them." 

17.  It  may  be  ]>erfectly  true  that  neither  party 
gains  at  the  expense  of  the  other,  because  each 
jtarty  want  s what  the  other  has ; but  how  can  the 
shoemaker's  boots  be  worth  tifty  shillings  unless 
some  one  will  give  him  that  price  for  them  ? If 
nobody  will  give  fifty  shillings  for  the  boots,  how 
can  the  sho>*maker  sell  them  ? Is  it  not  manifest 
that  the  shoemaker  gains  exactly  in  proportion 
to  the  numlier  of  boots  lie  can  sell  ? to  the  number 
of  ten  shillings  he  can  make  ? To  the  number  of 
exehanges  he  can  effect  ? The  shoemaker’s  wit 
and  industry  is  worth  nothing  to  him,  unless  some- 
body will  buy  his  boots.  This  seems  self  evident, 
yet  Mr.  ^IcCuIIoch  goes  on  to  say,  ‘‘It  is  a radical 
mistake  to  supi>ose  tiiat  the  idea  that  profits  de- 
pend on  exchanges  is  only  iiartially  erroneous, 
it  is  without  ecen  so  much  as  the  shadow  of  a 
foundation.  '* 

18.  Is  it  necessary  to  say  a word  in  aiLswer  to 
such  a projtositioii  ? Seizing  the  old  fallacy  that 
one  party  gains  at  the  expense  of  another  in  a 
commercial  di'aling,  and  attributing  that  to  the 
supi^n-ters  of  this  iloctrine,  which  there  is  no 
foundation  for,  lie  (piite  overlooks  tlie  fact  that 
both  p^rtie^  gain  by  an  exchange,  and  the  quau- 
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fity  of  the  gain  depends  on  the  number  of  ex- 
changes effected.  The  fact  is,  his  fallacy  rests  | 
upon  the  idea  that  the  simple  labor  adds  to  the 
v'alue  of  the  materiaks,  an  error  which  is  the  bane 
of  Political  Economy,  because  no  labor  can  add  to 
the  value  of  anything,  unless  something  can  be 
obtained  in  exchange  for  it. 

But  says  Mr.  McCulloch,  “The  declaimers 
against  absenteeism  have  yet  another  reason  for 
the  faith  that  is  in  them.  They  cry  out — do  you 
mean  to  say  tiiat  Parks,  Rome,  and  Brussels  "are 
not  benefittod  by  the  expenditure  of  English  ab- 
sentees? But  it*  you  admit  that  thev  are  bene-  ' 
fitted,  must  you  not  also  admit  that  London  and  i 
Bath  derive  a proportional  benefit  from  the  ex-  | 
penditure  of  Irish  absentees  ? And  if  so,  does  it 
not  fiillow  that  Ireland  loses  whatever  they  gain? 

Idle,  however,  vv'e  admit  the  premises,  we  deny 
the  inference  which  it  is  attempted  to  draw  from 
them.  AVe  concede  that  London  and  Bath  are 
benefitted,  though  in  a small  degree,  by  the  resi- 
(h-nce  of  Irish  absentees,  but  we  deny  that  Ireland 
loses  what  they  gain,  or  that  she, 'in  fact,  loses 
anytliing  by  their  non-residence.” 

Now,  by  Mr.  McCiilhx‘h''sown  reasoning,  it 
follows  that  London  and  Bath  equally  benefit  by 
the  Irish  landlords  whether  they  live  in  London 
or  Ireland,  or  Paris,  as  he  says  it  is  immaterial 
where  they  live,  but  he  acknowledges,  that  by 
their  being  in  London  and  Bath  these  gain.  There- 
fore, the  same  thing  is  at  the  same  time  quite 
indifferent,  and  also  better,  for  London  and  Bath. 

21.  Now,  it  will  be  seen  that  by  Mr.  McCul- 
loch’s arguments  it  would  follow,  that  if  the 
wliole  British  aristocracy  from  the  Queen  down- 
vv'ards,  and  all  the  landlords  were  bodily  to  emigrate 
to  Pekin,  and  have  the  whole  of  their  incomes 
remitted  to  them,  it  would  be  no  loss  to  Great 
Britain  ! Nay,  he  says,  that  such  a proceeding 
would  probably  giv^e  rise  to  a gi’eater  demand  for 
labor,  and  that  the  presence  of  the  landed  pro- 
prietors only  impedes  industry  iu  England.  He 
says,  that  the  presence  of  the  landed  proprietors 
in  their  own  country  impedes  the  industry  oi'  that 
country,  but  increases  the  industry  of  a foreign  | 
country  in  which  they  may  reside ; that  their  pre- 
sence is  injurious  to  their  ov^Ti  country,  but  bene- 
ficial to  a foreign  country  ! So  that  tiie  beneficial 
virtue  appears  to  reside  iu  their  being  foreigners. 
Surely  the  simple  statement  of  such  a paradox 
is  its  best  refutation. 

22.  Mr.  McCulloch  has  shown  an  inaccurate 
appreciation  of  the  tacts,  when  he  says  that  the 
return  of  absentees  would  only  change  the  direc- 
tion of  labor,  and  if  there  were  more  emjdoved 
in  one  way,  there  Mould  be  fe^ver  in  another. 
Any  one  M ho  knows  anythingof  country  districts, 
knows  that  country  shopkeepers  are  totally  idle 
half  their  time.  Perhaps  for  several  hours  every 
day  scarcely  a customer  enters  their  shop.  Now, 
the  presence  of  a wealthy  proprietarv^  gives  them 
much  more  employment.'  But  with'aii  absentee 
proprietary,  employment  falls  off,  their  business 
M'on’t  pay,  and  if  they  make  no  profits,  they 
desert  tlie  country,  and  emigrate  M'ith  the  little 
capital  they  have  to  other  countries.  Tims  their 
country  loses  both  men  and  capital,  in  M’hich 
wealth  is  usually  supposed  to  consist.  Con- 
.sequently  the  remittance  of  all  the  revenue  of  a 
Country,  not  only  prevents  the  natural  incrense  of 
capital,  but  causes  a positive  diniimition,  because 


the  oxL^ting  capital  does  not  meet  with  an  adequate 
return.  So  far  is  it  from  being  true,  as  Mr.  Me 
Culioch  says,  that  profits  are  not  made  by  ex- 
changes, that  it  Ls  by  and  through  them  alone,  that 
profits  are  made. 

23.  Nor  is  Mr.  AIcCulloeh’s  attempt  to  demon- 
strate this  pnqmsitnm  by  means  of  tlie  exchanges 
at  all  more  suceessful.  Consider  it  how  m'c  may, 
tliere  must  ahvays  be  the  remittance  of  the  rent, 
without  any  return.  The  .cimple.'-t  case  is  the 
landlnrd  receiving  the  rent  himself  and  leaving 
the  country  M ith  it,  and  whether  he  takes  it  him- 
self, or  has  it  sent  to  iiim,  it  must  come  exactly 
the  same  in  the  end.  When  Mr.  McCulloch  says 
that  Irish  pniduce  is  purchased  to  send  to  England 
to  pay  the  rent,  he  forgets  that  when  that  jiroduce 
is  Sold  in  England  to  obtain  the  rent,  that  rent 
does  not  conic  back.  So  that  turn  it  M hich  ever 
wav  we  M'ill,  the  ultimate  result  must  ahvavs  be 
the  remittance  of  a large  quantity  of  priKUice 
M'ithout  any  return.  And  because  the  simple 
operation  may  liave  an  additional  operation  of  an 
exchange  snperadded  to  it,  that  can  make  no 
difference  in  the  final  result.  To  suiqmse  that  it 
could,  M'ould  be  to  affirm  that  if  equal  (piantities 
be  added  to  unequal  ones,  the  totals  are  equal. 

24.  If  Mr.  Me  Culloch’s  argument  M'cre  true^  it 
M'ould  follow  that  if  a band  of  pirates  M'cre  to 
land  in  Ireland,  and  carry  ofi*  a quantity  of  booty, 
that  M ould  be  no  loss  to  Ireland ; or  if  a person 
M'ere  to  enter  a sho]>,  and  take  aM  ay  a quantity  of 
monev  from  the  till,  and  aftenvards  come  back 
again  and  buy  a quantity  of  g(.K>ds  from  the  sho])- 
keeper  and  ]>ay  him  M'ith  his  om'ii  money,  that 
M'Oiild  be  no  loss  to  him.  The  former  of  these 
cases  is  an  exact  ]>arallel  to  the  simple  remittance 
of  rent,  the  latter  is  an  exact  iiarallel  to  the 
Operation  by  means  of  the  exchanges  M hich  Mr. 
Me  Culioch  has  brought  forM-ard.  It  is  quite 
clear  the  ultimate  result  must  be  the  same. 

25.  Mr.  Me  Culioch  says  that  his  theory  has 
never  boon  ansM'ered,  and  concludes  that  “ the 
clamor  against  absentee  expenditure,  is,  in  truth, 
as  worthless  as  can  M-ell  be  imagined.  It  has 
no  better  foundation  than  the  belief  in  M-itchcraft, 
or  in  clairvoyance,  or  in  the  efficacy  of  sham  sink- 
ing funds.”  The  foregoing  observations  m-UI  be 
found,  M'e  trust,  to  furnish  au  ansM’er  to  it.  The 
allegation  that  the  common  opinion  involves  the 
same  error  as  the  belief  in  the  balance  of  trade  is  per- 
fectly en-oneons,  becaii.se  that  fallacy  is  based 
upon  the  idea  that  money  is  the  only  species  of 
M’ealth,  M'hich  the  opinion  about  absenteeism  in 
no  May  M'hatover  involves.  So  far  from  the 
common  opinion  being  as  absurd  as  a belief  in 
M'itchcraft,  it  is  uiiquestiouably  true,  and  Mr. 
McC'ulkich’s  theory  is  one  of  the  most  transparent 
sophisms  that  ever  M as  put  before  the  M'orld. 

ACCUMULATION— See  CAPiTALandMoNET. 
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G ACIIEN^V'ALL. 

ACHENWALL,  GODFREY—  I lari  tlie  roputa- 
Mou  of  iK’iii;:  tUv  fuinulor  ol  tlu*  ricieiice  ol*  Stati.s- 
lic'S.  He  wari  burn  at  Kibiiij:,  -JOtli  October, 
1719.  He  wa.s  eUmated  at  Jeiia,  Halle,  and 
Lfipriick.  In  174tJ  lie  riettlcd  at  Miubuurg,  ami 
tau;jht  history,  public  law,  and  statistics.  In 
174«  he  went  to  tiuettingeii,  and  was  soon  after- 
wards a]tpuinted  professor  tlu  re,  in  which  ]mst  he 
{•oiitinned  with  j^reat  fame  and  success,  until  his 
death  on  1st  IVIay,  177:2.  He  travelled  in  several 
forei^ai  countries,  and  ]mb!islied  nuunoirs  u]kui 
the  constitution  and  imlitical  economy  of  each, 
which  were  much  esteemed.  Ih*  endeavoured  to 
reduce  to  a systematic  science  the  vital  forces,  the 
nature,  the  restuirces,  and  the  means  of  ju’osperity 
of  each.  To  this  he  jrave  the  name  of  statisiics, 
or  the  science  of  the  state.  His  last  work  was 
ObeercaiioTis  on  the  Finances  of  France. 

ADAMS,  JOHN  QUINCY,- Was  the  eldest 
son  ot  John  Adams,  the  second  jiresident  of  the 
United  States,  and  was  himself  the  >ixtli.  He  was 
bora  at  Quincy,  Massachusetts,  1 1 July,  1767.  In 
1777  his  father  was  appointed  one  ol’  the  com- 
missioners to  France,  on  behalf  of  the  Americans, 
and  took  his  son  with  him,  who  eai*ly  disjilayed 
tlie  most  extraordinary  powers,  wliich  were  fur- 
ther brouj^^ht  out  by  the  society  of  the  eminent 
men  n ith  whom  he  came  into  contact.  In  1781, 
at  the  a^e  ot  14,  he  was  app(dnted  private  secre- 
tary to  the  American  mission  to  Knssia,  and  he 
dischai'fted  tlK>e  duties  to  the  perfect  satisfaction 
of  the  envoy  for  14  months;  and  then  set  olf 
alone  for  the  Iluffue,  w here  his  father  was  minister, 
to  to  school  there.  He  subseiiuently  returned 
to  the  I iiited  States  and  studied  at  Harvard  Uni- 
versity, where  he  obtained  distin',niislied  honors, 
the  authorities  refusing  all  college  fees  in  conside- 
ration of  the  eminent  services  of  his  father.  He 
then  adopted  the  profession  of  the  law*,  but  did 
not  make  much  jirogress  for  four  years.  In  1793 
the  I'nion  was  gi'eatly  agitateil  w ith  the  question 
whether  they  ought  to  take  piu*t  in  the  war  w hich 
had  broken  out  between  France  and  England, 
after  the  execution  of  Louis  XYL  Washington 
was  strongly  in  favor  of  entii-e  neiitralitv  in  all 
European  quarrels;  Genet,  the  French "envov, 
made  the  most  passionate  aiipeals  to  the  people 
through  the  ])ress,  and  the  cabinet  were  divided 
on  the  question.  Young  Adams  wrote  a scries  of 
articles  in  the  Boston  pajiers,  advocating  a policy 
of  neutrality,  and  discussed  the  ])i'im  iitles  of  inter- 
national law  w liich  affected  the  case,  in  so  masterly 
a manner,  tliat  his  letters  created  a great  sensa- 
tion, not  only  in  America  but  in  Eurrqie.  They 
were  reprinted  in  England,  and  translated  into 
French  and  German,  and  were  generally  attri- 
buted to  his  father.  AVashington  esteemed  them 
so  highly  that  he  immediately  ai)i»ointed  him 
minister  at  the  Hague.  And  when  that  country 
was  so  disorganized  by  the  French  iiiA'asion  as  to 
render  snch  an  office  useless,  he  sent  him  to 
Lisbon,  in  1796;  and  to  Berlin,  in  1797;  and 
expressed  his  decided  oiiiiiion  to  his  father  that 
he  w’as  the  most  valuable  character  the  country 
had  abroad,  and  the  ablest  of  all  the  dijilomatic 
corps.  During  his  stay  at  Berlin  he  negotiated  a 
very  able  treaty  with  Sweden,  and  in  1800  he 
made  a tour  in  Silesia,  and  made  himself  tho- 
ronghly  master  of  its  economical  condition.  The 
results  of  his  observations  were  pulilisheil  in  a 


Aolnnie  in  1804,  having  previously  appeared  in  a 
series  of  letters  in  a newspajier.  He  was  recalled 
in  1801.  as  his  father  failed  to  be  re-elected  as 
President.  He  w*as  then  elected  to  the  senate  of 
Massacliiisetts,who  sent  him  as  their  representative 
to  the  Si  uale  of  the  Union,  and  he  held  this  office 
til]  1 80s,  w hen  his  ojduion  being  contrary  to  that 
of  the  Majority  of  his  constituents  on  the  neu- 
trality (|Uesticm,  wdiich  then  vehemently  agitated 
tlie  I'nion,  he  resigned.  In  1806  iie^liad  been 
elected  professor  of  rhetoric  and  oratory  at 
Harvard  University,  where  his  lectiu'cs  w ere  emi- 
nently successful. 

In  1809  he  was  sent  to  Russia  by  President 
Aladisoii,  a.s  the  first  United  States  minister  to 
Russia,  where  he  gained  the  high  esteem  of  the 
Emperor,  w ho  through  his  influence  subsequently 
offered  to  mediate  lietAveeii  Great  Britain  and  the 
United  States.  This  did  not  succeed,  but  lie  was 
afterwards  one  of  the  coininissioncrs  who  nego- 
ciated  tlie  treaty  of  peace  in  1814  at  Ghent.  He 
was  appointed  minister  to  England  in  1815,  and 
negocialed  a convention  of  commerce  with  that 
country.  In  1817  President  ^Monroe  appointed 
him  Sec  retarv’  of  State,  and  wliile  he  held  this 
office  In  published  his  Report  on  Weiyhis  and 
Measures.,  in  1821. 

In  1824  the  Representatives  elected  him  Pre- 
sident out  of  a number  of  candidates,  none  of 
whom  had  the  legal  majority  ; and  after  the  end 
of  his  te  rm  of  office,  he  adopted  the  uiqirecedented 
step  of  being  elected  to  the  House  of  Represen- 
tatives, in  which  he  continued  to  sit  for  the 
reinaiiulT  of  his  life.  The  two  p'eat  questions  of 
the  day  were  protection  and  finance.  He  was 
placed  by  the  Speaker  at  tlie  heail  of  the  Com- 
mittee on  Manufactures.  He  was  favorable  to  a 
moderate  protection  to  manufactures,  and  also  to 
the  National  Bank  of  the  United  States,  whose 
utterly  insolvent  condition  was  not  then  known. 
Upon  all  these  subjects  he  spoke  aud  prepared 
reports  (-f  great  value. 

After  (llreat  Britain  had  emanciiiated  lier  slaves 
in  1834,  the  ipiestion  excited  the  w armest  contro- 
versies in  the  I'nited  States,  and  it  was  after  this 
perkal  that  the  great  fame  of  Adams  as  au  orator 
arose.  It  was  after  his  sixty-seventh  year  that 
his  extraordinary  powers  burst  forth  with  the 
most  nn«'xpectetl  s]dendour,  and  for  ten  years 
continued  with  undiininished  vigour,  so  that  he 
accpiired  the  popular  name  of  the  old  man  elo- 
<pient.”  He  was,  during  all  this  period,  an  ardent 
advocate  for  emancipation.  He  was  struck  by 
palsy  in  1846,  aud  died  in  1848,  at  AVashiugton. 

He  published  a great  number  of  sliort  ]deces, 
orations,  &c.,  but  his  principal  economical  work 
is  his  Rfport  on  Weiyhts  and  Measures.  Pre~ 
pared  in  ohedience  to  a resolution  of  the  Senate  of 
the  United  States,^rd  March,  1817.  AVashington, 
1821.  This  is  a most  valuable  treatise  on  the 
whole  th  eory  of  w eights  and  measures,  and  their 
origin  ajid  history  from  the  earliest  times.  He 
gives  an  account  c4‘  the  weights  and  measures  of 
the  Jews,  the  Greeks,  the  Romans,  and  then  a 
very  full  history  of  those  of  England,  with  the 
acts  of  Parliament  relating  to  them.  He  then 
gives  a \ery  full  and  valuable  account  of  the 
origin  and  establishment  of  the  French  decimal 
system,  w Inch  he  does  with  a strain  of  declama- 
tory fervour,  which  seems  more  congenial  to  (Jallic 
than  to  Anglo-Saxon  ears.  The  Report  concludes 
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by  an  account  of  the  metrical  system  of  each  State 
of  the  Union,  and  the  laws  affecting  them. 

iESCHINES  SOCRATICUS—AA'  as  one  of  the 
favorite  disciples  of  Socrates,  who,  indeed,  said 
he  was  the  only  one  who  knew  how  to  i>ay  him 
proper  respect.  Some  writers,  on  the  authority  of 
Saidas,  attribute  to  him  three  dialogues,  which 
are  often  printed  along  with  Plato,  but  which  are 
confessedly  spurious,  according  to  Diogenes  Laer- 
tius. Modern  critics  pronounce  them  not  to  be 
genuine  works  of  JischiuevS  without  being  able  to 
assign  them  to  any  one  else.  One  of  tliem,  The 
Eryxias,  or.,  About  Wealth,  is,  if  the  date  attri- 
buted to  it  be  true,  the  earliest  treatise  we  have 
<m  an  Economical  subject.  From  the  mention  uf 
the  embassy  to  Sicily  in  it,  Fischer  assigns  to  it 
the  date  of  427  B.C.  AA'hether  w*e  assign  this 
dialogue  to  .Eschiues  or  not,  is  of  very  small  imi^or- 
tance,  as  it  is  manifestly  of  the  Socratic  school,  and 
it  is  quite  impossible  to  say  that  he  did  not  write  it. 
It  is  remarkable,  however,  not  only  as  the  earliest 
treatise  ou  Political  Economy,  but  for  containing 
truths  in  the  science,  which  are  only  just  uow^ 
beginning  to  be  acknowledged,  and  which  are  far 
in  advance  of  Adam  Smith  and  Ricardo.  That 
the  sentiments  are  the  genuine  ones  of  Socrates, 
we  are  reatly  to  believe,  because  we  know  no  one 
else  in  antiquity,  who  was  cai>able  of  perceiving 
the  truths  that  he  did.  AV'e  shall  give  a pretty 
long  extract  from  this  dialogue,  partly  because  it 
is  so  little  known,  and  partly  from  the  importance 
of  tlie  doctrine  it  maintains.  The  ambassadors 
having  returned  from  Sicily,  and  discoursing  on 
the  subject  with  Socrates,  mention  that  they  had 
been  the  wealthiest  man  in  Sicily.  This  leads 
Socrates  to  a general  discussion  on  the  nature  of 
wealth.  The  interlocutors  at  this  part  of  the  dia- 
logue are  Socrates  aud  Eryxias.  After  some 
preliminary  discussion,  Socrates  says : — 

“ And  it  remains  to  consider  what  wealth  itself 
is,  for  if  we  do  not  know'  this  first,  we  shall  not 
be  able  to  agi-ee  as  to  what  evil  is,  and  -what  good 
is.  And  1 am  ready  to  look  into  the  matter  along 
with  you,  a.s  far  as  I am  able.  Let  then  tlie  one 
who  says  that  wealth  is  a good  thiug,  say  how  the 
case  stands.” 

Eryx. — '‘But  I do  not,  O Socrates,  define  wealth 
in  any  better  way  than  others  do.  For  to  po>sess 
much  money  is  to  be  wealthy.  And  I think  that 
Critias  here  does  not  think  wealth  to  be  anything 
else.” 

Soc. — “ And  yet,  still  this  remains  to  be  con- 
sidered, what  .sort  of  money  we  speak  of,  that  we 
may  not  soon  afterwanLs  appear  to  be  at  vai-iancc 
again.  For  instance,  the  C'arthaginiaiiri  use  such 
money  as  this : in  a small  bit  of  leather  is  en- 
closed something  as  large  as  a stater,  but  what 
that  is  which  is  bound  up,  nobody  knows,  except 
the  makers.  Then,  when  it  isscaletl  up,  they  use 
it  as  money.  And  he  who  possesses  the  most  of 
these  things,  seems  to  have  the  most  money,  and 
to  be  the  wealthiest  person.  But  if  any  of  us 
possessed  the  greatest  possible  quantity  of  this,  he 
would  not  ai>pear  to  be  any  the  richer  than  if  he 
had  so  many  pebbles  from  the  hill.  And  at 
Laced, Tinon,  they  use  a piece  of  iron  as  money, 
aud  this  too,  useless  iron.  And  he  who  possesses 
a great  Aveight  of  this  iron,  is  esteemed  wealthy, 
but  in  any  other  ]>lace  its  possession  is  worth 
nothing.  And  in  ^Ethiopia  they  use  carved  stones, 


i 

which  a Laconian  coidd  make  no  use  of.  But 
among  the  nomade  Scythians,  if  any  one  possessed 
the  house  of  Polytion.  he  would  not  be  thought 
any  more  wealthy  than  if  with  us  any  one  pos- 
sessed Lycabettus.  It  is  jdaiii,  then,  that  each  ot 
tliese  cannot  be  property,  if  stune  of  those  who  have 
them  do  not  ajqiear  to  be  wealthier  ou  this  account. 
But  there  are  some  jiersons  to  whom  each  of  these 
tilings  is  money,  and  those  who  pos.se>s  them  are 
wealth}%  and  to  others  they  are  neither  money, 
nor  are  they  any  the  richer  for  having  them. 
Just  as  the  same  "things  are  not  good  or  l*ase  to 
all,  but  different  to  different  persons.  If,  then, 
we  wish  to  inquire  why  among  the  Scythians 
houses  are  not  wealth,  but  they  are  so  to  us,  or 
why  among  the  Caiqhaginians  skins  arc  so,  but 
not  with  us,  or  Avhy  among  the  Lacedicmoiiians 
iron  is  wealth,  but  not  with  us,  should  we  not 
best  discover  the  reason  thus : for  example,  it 
any  one  at  Athens  should  hajipeu  to  possess  a thou- 
sand talents  weight  of  the  stones  in  the  market 
place,  of  which  we  make  no  use,  is  it  that  he 
would  be  thought  wealthier  on  that  account?” 
Eryx. — ‘'I  think  not.” 

Soc. — “ But  if  he  haijponcd  to  posscs.s  a tlioii>aiid 
talents  of  the  stone  Lichnile,  should  we  say  that 
he  was  very  wealthy  ?” 

Eryx. — Certainly  so.” 

Soc. — “Is  it  not  foV  this  reason,  that  one  is  use- 
ful to  us,  aud  the  otlier  useless  to  us  ?” 

Eryx. — “ Y^es.” 

Soc. — “ And  is  it  not  the  reason  that  houses  are 
not  wealth  among  the  Scythians,  that  they  Inne 
no  need  for  a house?  Nor  would  any  Scythian 
prefer  any  house  for  himself,  however  beantitul  it 
might  be,  rather  than  a sheep-skin  cloak,  be- 
cause the  one  is  useful  and  tlie  other  useless  ti>  him. 
So  again,  we  do  not  think  the  Cartiiagiuiau  money 
to  be  wealth,  for  we  can  acquire  nothing  iliat  we 
want  with  it,  as  we  can  with  silver,  so  that  it  is 
useless  to  us.” 

Eryx. — “ So  it  seems.” 

^S-oc.—^AA'liatever  then  is  useful  to  us,  that  U 
wealth,  and  whatever  is  not  useful  to  us,  that  is 
not  wealth.” 

Eryx. — “ How  is  this,  Socrates  ? Is  tliere  not 
something  we  use  in  speaking  to  each  other,  and  in 
inquiring  and  man}*  other  things  ? Are  these  tlieii 
wealth  to  us,  and  in  truth  they  appear  to  be  use- 
ful. Not  even  yet  ha>  it  appeared  to  us  wliat 
I wealth  is.  For  nearly  all  of  us  agi'ee  that  to  be 
wealth,  it  mu>i  be  something  useful,  but  what  st.irt 
of  useful  things,  since  it  is  not  every  kind  ol  useful 
things  which  is  wealth.” 

^oc.~“  Come,  then,  should  we  uot  rather  inves- 
tigate the  question  in  this  manner?  AA'hat  is  that 
for  which  we  use  wealth,  and  for  what  object  has 
the  possession  of  wealtli  been  discovered  ? As,  for 
instance,  drugs  to  remove  diseases.  For  so,  per- 
lia]is,  it  Avould  be  clearer  to  us,  since  it  would 
necessarily  ajqiear  that  whatever  hap]»ens  to  be 
wealth  must  be  useful  also.  And  ol  usetul  things, 
there  is  a certain  species  we  call  wealth.  It  re- 
mains to  inquire  for  the  sake  of  what  use  are  the 
things  which  are  called  wealth  to  be  used.  lor 
all  things  are  to  be  called  useful,  which  we  make 
use  of  ill  some  operations ; just  as  all  thiugswhich 
have  life,  are  living  things.  But  of  living  things, 
there  is  one  kind  which  we  call  man.  Ami  il  any 
one  were  to  ask  us,  if  we  were  free  IVttm  what, 
should  we  not  require  the  physiciaii’>  art,  or  its 
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instruments,  m’c  should  be  able  to  sav,  that  if 
diseases  were  (Iriven  away  from  our  biddies,  and 
did  not  all  exist,  or  if  existin;;,  were  immediatelv 
driven  away.  It  seems  then  that  medieine  is  the 
science  which  is  useful  for  this  juirpose,  to  remove 
diseases.  And  if  any  one  should  a;£ain  ask  us,  if 
what  were  removed  from  us,  should  we  have  no 
use  of  -wealth,  should  we  be  able  to  say  ? lint  if 
not,  let  118  ajrain  look  into  the  matter.  Come*  if 
man  could  live  without  meat  and  drink,  and  was 
not  hunp-y  nor  thirsty,  is  there  any  reason  why  he 
should  want  these  very  things,  or  silver,  or  anv- 
thing  else,  that  he  might  acquire  thmi?'’ 

Eyrx.^^^  I think  not.” 

Are  not  other  things  then  in  the  same 
way  ? P’or  if  we  did  not  require  for  the  service  of 
the  b»)dy,  what  we  now  want,  both  heat  and  cold, 
and  sometimes  other  things,  of  which  the  IkkIv 
being  m want,  requires  that  Avhich  we  call  wealth, 
(►r  utilities,  would  not  be  wanted  bv  us.  And  if 
no  one  at  all  w'aiited  any  of  these  things,  f(tr  the 
sake  of  which  we  now  wish  to  possess  wealth,  in 
ordei  that  we  may  minister  to  the  desires  and  the  ! 
necessities  of  the  body,  for  the  sake  c-f  which  we  at 
an^  tinie  want  any  thing.  If  then  the  possession 
ot  wealth  is  useful  for  this  purpose,  to  minister  to 
the  wants  of  the  body,  if  this  should  be  taken 
away  from  ns,  we  should  liave  no  use  for  wealth 
and  perhajis  there  would  be  no  wealth  at  all  ” ’ 

Eryx. — “ So  it  seems.” 

“It  appears  then  to  us,  it  seems,  that 
those  things  which  are  useful  to  etfcct  this  purpose 
are  wealth.”  i i m 

He  ackno-wledgod  that  these  were  wealth  but 
yet  the  reasoning  troubled  him  exceedingly. 

what  are  these  kinds  of  things  ? 
Shall  we  vsay  that  the  same  things  can  be  useful 
to  the  operations  at  one  time,  and  useless  at 
another?” 

Eryx  — “ I should  not  say  so.  But  if  we  have 
any  want  of  the  same  thing  for  the  same  purpose 
K appears  to  me  to  be  useful.  And  if  not  so,  not 

^oc.— “ If  then  without  fire  we  could  work  a 
brazen  statue,  we  should  not  want  fire  for  this 
operation.  And  if  M e did  not  require  it,  it  M'oiild 
be  of  no  use  to  us.  And  the  same  argument 
holds  good  M'ith  respect  to  other  things.” 

Eryx  — “ It  seems  so.” 

^oc.— “Therefore  of  those  things,  uhich  anv- 
thiii^g  can  exist  without,  none  of  them  %vould  be 
useful,  at  lea'it  for  that  thing.” 

“Certainly  not.” 

“Ifthen  we  should  at  any  time  appear 
to  be  able  without  silver,  and  gold,  and  other  such 
things  M'hich  M-e  do  not  use  for  the  bodv,  as  food 
and  drink,  and  garments,  and  bedding,  and  houses 
to  satisfy  the  wants  of  the  body,  so  as  no  lonn-cr 
to  -want  them,  neither  silver  nor  gold,  nor  other 
such  things,  would  be  useful  to  us  for  this  purpose 
if  It  -were  able  to  exist  -w  ithout  them.”  ’ 

Eryx.—^‘‘T\\Qy  would  not.” 
iS'£)c.--“  Xor  would  these  things  appear  to  us  to 
be  wealth,  if  they  M'ere  not  useful;  but  those 
things  would  appear  to  be  wealth  by  which  we 
could  obtain  what  is  useful  to  us.” 

^ persuad- 

ed ot  thito,  that  gold  and  silver,  and  other  things  of 

this  sort  are  not  M ealth.  For  this  I am  finnlv 
convinced  ot,  that  the  things  which  are  useless  to 
ns  are  not  weiUth,  so  that  what  is  most  useful  to 


us  for  this  purpose  is  M'calth.  Yet  I am  not  sure 
that  these  things  do  not  ha])]>eii  to  be  useful  to-us 
for  living,  if  by  them  M*e  obtain  necessarie.s.” 
*^oc.— “Come,  then,  how  shall  we  settle  this 
matter  ? Are  there  certain  ]>ersons  who  teach 
music,  and  reading,  or  any  otlicr  science,  Mho  ob- 
tain, in  leliirn  fortius  instruction,  the  necessaries 
of  life  as  a remuneration  for  such  things?” 

Ejyx. — “Certainly  there  arc.” 

— “ Therefore,  such  men  as  these  could  make 
pieir  living  bv  such  science,  exchanging  some  of 
it  for  necessaries,  as  M*e  do  for  gold  and  silver.” 
Eryx.—^'- 1 agi-ec  to  that.” 

— “ If,  then,  they  gain  by  this  means  M*hat 
they  require  for  their  living,  this  thing  M'ould  be 
useful  toM-ards  their  subsistence.  For  m'c  said 
that  siher  M'as  useful  for  this  purpose,  that  M'e 
are  able  by  it  to  acquire  Mhat  is  nccessarv  for 
life.” 

Eryx. — “It  is  so.” 

Soc. — ‘‘If,  then,  these  sciences  arc  useful  for 
this  purpose,  they  appear  to  us  to  be  Mvalth,  for 
the  very  same  reason  that  gold  and  silver  are  so, 
and  it  is  plain  that  those  m Iio  possess  them  are 
richer,”  ^c.,  &c. 

In  this  treatise,  Mhich  is  the  earliest  knoM'n  to 
exist  on  the  subject,  are  contained  several  of  the 
fundamental  conceptions  of  Political  Economy. 

I The  author,  for  instance,  sum'  clearly  that  value 
consists  in  exchangeability,  and  that"  all  value  is 
local,  that  is  to  say,  that  a thing  may  be  valuable 
in  one  place  and  among  some  people,  M hich  is 
utterly  valueless  in  another  place,  and  among 
other  people,  and  consequently  that  M hatever  has 
the  quality  of  exchangeability  possesses  value,  no 
matter  M’liat  its  nature  is,  or  hoM*Gver  small  the 
sphere  of  its  exchangeability  may  be.  This  prin- 
ciple is  at  the  very  root  of  Political  Economy, 
and  from  its  having  been  very  imperfectly  seen 
and  developed,  is  one  of  the  chief  causes  of  the 
imperfect  state  of  the  science  at  the  present  day. 
F'or  upon  this  doctrine  the  M'hole  theory  of  the 
value  of  instruments  of  credit  rests,  Mliicli  is,  in 
our  opinion,  completely  misconceived  by  the  most 
eminent  vriters  on  Political  Economy.  (Axni'i- 
TiEs.  Credit.)  Again,  the  writer  of  this  treatise 
saw  that  each  of  the  professions,  and  sciences, 
is  a great  estate,  M'hich  produce  utilities  Mhich 
are  genuine  Mcalth  to  the  possessors  of  them. 
That  intellectual  Mealth,  in  fact,  is  part  of  the 
national  capital.  The  omission  of  this  is  one  of 
the  chief  defects  of  Adam  Smith  and  Ricardo, 
and  it  is  one  of  the  most  conspicuous  merits 
of  the  modern  French  school  of  Political  Eco- 
nomy, at  the  head  of  Mhich  stands  J.  B.  Say, 
to  have  thoroughly  understood  this  ininciple, 
aud  made  it  an  integral  part  of  their  system  of 
Political  Economy.  Mr.  J.  S.  Mill  has  also 
apprchend<*d  it,  but  not  to  a sufficient  extent, 
i (Capital.)  the  M'hole  then,  M'e  see  that 

tin's  author  not  only  clearly  understood  the  funda- 
mental conception  of  the  science,  but  made  such 
an  advanci  in  it,  as  Political  Economists  arc*  only 
uoM'  beginning  to  understand. 

AGAZZINI,  MICHEL- 

La  science  de  V Economic  PoUtiqueyOii principes 
de  la  formviion,  du  progres,  et  de  la  decadence  de 
la  richesse.  et  application  de  aes p^^ncipes  d Vad~ 
ministration  des  nations.  Paris  aud  London,  1 822. 
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AGIO. — Certain  bankvS,  such  as  those  of  Venice,  ] 
Amsterdam,  and  Hamburgh,  M'ere  instituted  for  ' 
the  purpose  of  securing  a uniform  standard  of 
payment  in  mercantile  contract.s,  and  issued  notes 
M'hich  M'ere  ahvays  exchangeable  for  .a  fixed 
quantity  of  bullion.  The  current  money  M-as 
usually  deteriorated  by  M'car  and  teai%  anil  con- 
sequently tlie  bank  money  M'as  usually  more 
valuable  than  the  current  money.  The  difterence 
Mas  called  the  agio.,  or  premium.  The  name  is 
likelv  to  mislead,  because  it  M'as  evideutlv  the 
current  money  tliat  M*as  at  a di.scount,  and  not  the 
bank  money  that  M'as  at  a premium.  As  the 
difference,  or  agio,  varied  from  time  to  time,  it 
gave  room  for  speculation,  Mdiich  M'as  named 
agiotage.  M’hich  is  the  French  term  for  stock  job- 
bing or  speculating  in  the  price  of  shares.  During 
the  siispensicm  of  cash  payments  by  the  Bank  of 
England  from  1797 — 1819,  the  market  or  paper 
price  of  gold  M-as  almost  invariably  someM'liat, 
and  for  a considerable  periixl,  very  greatly  above 
the  mint  ]>rice,  or  bullion  price.  This  dilFerence 
corresponded  to  the  agio  on  bank  mone}',  and  has 
given  rise,  from  the  inaccurate  language  in  M hich  it 
M-as  expressed,  to  the  most  protracted  controversies, 
for  it  has  ahvaj's  been  called  a rise  of  the  market 
price  of  gold,  M'hereas  it  is  quite  clear  that  it 
should  have  been  called  a fall  in  the  value  of  the 
bank  note,  aud  then  not  one  of  these  controversies 
M'ould  ever  have  arisen.  There  is  a small  agio  at 
present  betM'een  Bank  of  England  notes  and  gold 
bullion.  By  laM-  bank  notes  are  demandable  at 
the  rate  of  £3  17s.  9d.  per  ounce  of  standard 
bullion,  the  difference  of  l^d.  betM'een  that  and 
the  mint  price  being  supposed  to  defray  the 
interest  of  the  money  during  the  time  it  takes  to 
be  coined  at  the  mint.  The  M'ord  agio  is  also 
applied  in  France  to  the  difference  betM'een  the 
commercial  or  market  relation  of  gold  and  silver 
and  the  legal  relation.  (Baxks  of  Venice,  Am- 
sterdam, Hamburgh.) 

AGNES,  J.  A., — Doctor  of  LaM’s,  and  Advocate 
at  Saint  Brieiic. — 

De  la  PropriHe  consider^  comme  principe  de 
co7iservaiio7ifOU  deV heredity  Paris,  1840.  2 vols. 

It  contains  an  historical  account  of  the  origin 
and  modification  of  the  rights  of  property  in  dif- 
ferent stages  of  society.  G. 

AGOULT,  CHARLES  CONSTANCE  CE- 
SAR LOUP  JOSEPH  MATHIEU  D’-  Born  at 
Grenoble,  in  1747,  nominated  Bishop  of  Pamiers, 
13  May,  1787,  resigned  in  1801,  and  died  at  Paris, 
21  July,  18*24.  A Mriter  on  a great  number  of 
different  subjects.  Those  relating  to  Political 
Economy  art — 

Projet  d*une  hanque  nafr'onaZe,  om  moyen  de 
tirer  la  France  de  la  crise  actuelle.  Paris,  1815, 

Edaircissement  sur  le  pi'ojet  d^une  hanque  iia~ 
tionalCf  et  reponse  aux  objections  Jaites  contre  ce 
projet.  Paris,  1816. 

Des  impots  indirecta  et  des  droits  de  consomma- 
fr'on,  ou  Vessai  sur  Vorigine  et  le  systeme  des  impo- 
sitions FrancaiseSf  compare  avec  cdui  de  V Angle- 
terre,  Paris,  1817.  G. 

ALAUZET,  FRANCOIS  ISIDORE— Born 
at  Alexandria,  in  Sardinia,  in  1807.  Head  of  a 
dejiartment  in  the  Ministry  of  Justice. 


Traits  genh'ole  des  Assurances.  Assurances 
tnarilimeSi  ierresires,  mutuelles^  et  sur  la  vie.  Paris, 
1844,  2 vols.  G. 

ALBON,  CLAUDE  CAMILLE  FRAN- 
COIS D' — The  lord  of  Yvetot,  in  Xonnandy,  m us 
born  at  Lyons,  in  1753.  He  ))assed  his  life  in 
travelling  aud  M'i*iting,and  M'as  member  of  several 
learned  Academies.  His  M'orks  are  on  a great 
variety  of  subjects,  especially  political  and  agri- 
cultural. He  was  an  ardent  admirer  of  Quesnay, 
and  his  school  of  Political  Economy.  He  died  in 
1789.  His  works  relating  to  Political  Economy 
are — 

Observations  d^un  citoyen  snr  un  nouveau  jdan 
d' imiiositions.  Amsterdam  aud  Paris,  1774. 

Elogc  de  Q^uesnay.  Paris,  1775. 

ALES,  PIERRE  ALEXANDRE  D’— Vis- 
count of  Corbet,  of  an  ancient  family  in  Touraine, 
M-as  born  18  April,  1715.  Entered  the  army  at 
IS,  and  served  on  land  and  at  sea  till  1741,  Mhen 
lie  retired  from  ill  liealth.  He  then  devoted  him- 
self to  literature  and  agriculture,  and  adojited  the 
doctrines  of  the  Economists.  The  time  of  his 
death  is  unknoM'u.  Of  his  numerous  M'orks  on 
moral  philosophy,  iiistory,  pnlitics,  and  agricul- 
ture, the  one  that  chiefly  relates  te  Political 
Economy  is — 

Nouvdles  observations  sur  les  deux  sysihnes  de 
la  noblesse  commer^ante  ou  militaire.  Amsterdam, 
I aris,  1 / 58. 

ALGAROTTI,  FRANCESCO, -The  son  of 

a M'oalthy  Venetian  merchant,  Mas  born  at 
Venice,  11th  December,  1712.  He  studied  at 
Rome,  Venice,  and  Bologna.  He  M as  celebrated 
for  his  various  acquii*emeuts  in  a great  number  of 
different  sciences,  though  he  cannot  be  said  to  have 
attained  the  highest  eminence  in  any.  His  great 
merit  was  in  rendering  science  popular  among  the 
upper  classes.  He  early  travelled  to  Paris  aud 
London,  M'here  he  met  Lord  Baltimore,  M ho  invit- 
ed him  to  accompany  him  to  St.  Petersburg. 
Having  afterM  ards  gone  to  Germany,  he  became 
acquainted  M-ith  Prince  Frederick  of  Prussia,  M ho 
M as  so  pleased  M'ith  him  that  immediately  after 
he  came  to  the  throne,  he  invited  him  to  I’otsdam. 
Algarotti  accepted  the  invitation,  aud  remained 
there  till  nearly  the  close  of  his  life.  Frederick 
created  him  a Count,  and  made  him  his  chamber- 
lain. Finding,  however,  the  climate  too  severe 
for  him,  he  returned  to  Italy,  mid  devoted  himself 
to  the  publication  of  his  M'orks,  aud  tlic  study  of 
the  fine  arts.  He  died  at  Pisa,  3rd  May,  1764. 
His  M-ritiugs  on  a great  variety  of  subjects,  are 
very  numerous,  those  relating  to  Political  Econo- 
mv,  are — 

Travels  in  Russia^  with  the  history  of  the 
Jiidals  of  that  country. 

Hagio  sopra  il  commerdOy  con  alcuni  Fi'ameixti 
Economici. 

Published  in  Custodi’s  collection  of  the  Italian 
Economists.  J.  B.  Say  and  Blanqui  speak  high- 
ly of  Algarotti's  Economical  M'orks. 

ALISON,  ARCHIBALD,  SIR,  BART.— Son 

of  the  Rev.  Archibald  Alison,  born  at  Kenloy,  in 
Shropshire,  his  father’s  vicarage,  29th  Deceiuber, 
1792.  He  Avas  ediieated  at  Edinburgh,  ami 
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called  to  tile  Scotch  bar  in  1814.  In  18'28  he  was 
apjioiiited  sheriff  of  Lamirksliire,  in  1«51  elected 
Keetor  of  Glasi^ow  I'niversity,  and  D.C.L.  of 
Oxford,  In  l8o2  he  was  created  a ISaronet  bv 
Lord  Derb\'.  Sir  Archibald  Alison’s  reputation 
Itrindimlly  depemis  upon  his  History  of  Europe 
from  178^/0  1815.  Tlie  economical  discussions 
in  that  work,  and  its  coniimiation,  would  till  a 
moderate  sized  volume.  His  separate  works 
relating  to  Political  Economy,  are  his — 

Principles  of  Popululion.  2 vols.  Edinburirh. 
1840.  ^ 

England  in  1815  and  1845.  Edinburfih.  1846. 

Free  Trade  and  a Fettered  Currency.  Edin- 
burgh. 1847. 

And  a nuinber  (ff  essays  ori{,dnally  published  in 
Blackicood’s  Magazine,  and  reimblished  in  S vols. 
8VO.  I8o0.  Those  relating  to  Political  Economy 
are — 

The  Com?nercial  Crisis  q/  1837.  Free  Trade 
and  Protection. — The  Navigation  Laws.  — llie 
Crowning  of  the  Column  and  the  Crushing  of  the 
Pedestal. — Free  Trade  at  its  zenith. — Direct  Tax- 
ation.— Free  'Trade,  Reform,  and  Finance. 

ALLARDYCE,  ALEXANDER.  M.P. 

Address  to  the  Proprietors  oj  the  Bank  of 
England.  London.  1708. 

, ALLOY  .—The  precious  metals,  gold  and  silver, 
in  their  native  state,  are  much  too  soft  to  be  ca- 
pable ol  being  used  as  cedns,  or  any  other  instru- 
ments. It  is,  therefore,  necessary  to  mix  them 
with  a certain  portion  of  harder  metal,  which  is 
culled  alhty.  By  a curious  and  universal  law  in 
chemistry,  the  nuxed  metal  is  harder  than  either 
of  its  constituents.  Cojtper  is  the  alloy  used  in 
the  British  coinage,  and  the  proportion  in  the  gold 
coinage  is  eleven  parts  of  pure  gold  to  one  of 
copiier ; or,  as  the  i>nrity  of  gold  is  measured  by 
twenty-four  aliipiot  parts  termed  cara/5,  standard 
gold  is  said  to  be  twenty-two  carats  tine.  The 
proportion  in  silver  is  that  used  since  the  days  of 

illiam  the  Coinpieror;  it  is  eleven  ounces  two 
dwts.  hue  to  eighteen  dwts.  alloy,  and  for  cen- 
turies it  has  been  called  the  “ OKI  right  staiuhird 
ol  England.”  It  has  been  found  by  experience 
that  these  proportions  confer  the  greatest  amount 
of  durability  on  the  coinage.  The  French  with 
their  love  of  the  decimal  system,  have  carried  it 
into  their  coinage,  which  is  nine  parts  fine,  and 
one  part  alloy,  but  its  durability  is  inferior  to  that 
of  the  Britisli  coinage. 

ALPHONSE,  LEWIS.  — Born  at  Bordeaux, 
MiU'eh  10,  1743,  A chemi>t  of  an  enthusiastic 
turn  of  mind,  an  ardent  revoluth.uiist,  and  a dis- 
ciple of  Alesnier.  His  love  for  politics  having 
destroyed  his  business,  he  retired  to  Dax,  and 
turned  his  attention  to  agriculture.  He  returned 
to  Bordeaux  in  1799,  and  died  I'ebniary  2,  1820. 

Memoire  sur  la  monnaie  de  billon. 

AMEILHON,  HUBERT  PASCAL, -A 

member  <tf  the  Academy,  and  Librarian  of  the 
City  of  Paris  for  thirty-eight  years,  and  of  the 
Arsenal  for  fourteen  years,  was  b(u*n  at  Paris, 
August  5,  1730.  He  became  an  ecclesiastic,  and 
wrote  a Considerable  number  of  works.  In  1766 
he  was  admitted  a member  of  the  Academy  of 
Belles  LettreSjOU  writing  History  of  the  Com- 


' merre  and  Manufactures  of  the  Egyptians.  In 
177  * he  founded,  along  with  Ronbaud,  the  Jour- 
nal d* Agriculture,  Commerce,  Arts  et  Finances. 
He  was  elected  member  of  the  Constituent  Assem- 
bly, and  an  ardent  revolutionist.  He  was  one  of 
the  commissioners  on  monuments,  and  for  the 
examination  of  the  titles  to  nobility,  and  several 
otln  r revolutionary  committees  of  gi'eat  violence. 
In  the  course  of  his  ollicial  duty  he  caused  to  be 
destroyed  652  volumes  of  original  documeiUs 
relating  to  the  titles  and  armorial  bearings  of  the 
French  noblesse  and  French  liistory,  and  all 
sculptures,  monuments,  statues,  and  other  works 
of  art  which  bore  the  ensign  of  the  French  royalty. 
On  the  other  hand,  he  saved  and  gathered  toge- 
ther the  libraries  of  the  suppressed  convents,  and 
collected  800,000  volumes,  among  which  were  the 
libraries  of  JMalesherbcs,  Lavoisier,  and  several 
othei*  j>ersons  of  note,  which  were  afterwards  re- 
stered  to  the  proper  heirs  of  their  owners.  He 
dev<-tcd  six  or  seven  years  to  classify  and  arrange 
the  books  so  aetpured.  WIicu  France  settled 
down  under  the  sway  of  Napoleon,  Ameilhou 
resumed  his  literarv  labours,  and  on  the  creation 
of  the  Institute,  he  was  elected  a member  of  the 
department  of  liistory  and  ancient  literature. 
Besides  his  History  of  Ancient  Commerce,  he 
wroti* — 

Svr  la  Metallurgie. 

Sur  la  Peche  des  Audens. 

ANDERSON,  ADAM, — Born  in  Scotland  in 
1692.  He  came  to  England,  and  obtained  a situ- 
ation in  the  South  Sea  House,  where  ho  remained 
40  years,  and  rose  to  be  chief  clerk  of  the  stock, 
ami  new  annuities.  He  labored  for  many  years 
at  his  Historical  and  Chronological  Deduction  of 
TVat/e.  2 vols.  folio.  London,  1762.  Though  a work 
of  great  labor,  it  is  in  many  respects  very  inaccu- 
rate, and  the  author  is  infected  with  many  of  the 
old  cxiiloded  fallacies  in  Political  Economy,  such 
as  the  Balance  of  Trade,  a delusion,  however, 
which  continued  to  blind  many  much  gi'cater 
authorities  to  a much  later  period,  and  therefore 
we  must  not  blame  him  too  much.  In  otlier  re- 
spects his  views  were  more  liberal  and  enlight- 
ened, His  work  is  better  known  under  the  name 
of  Maepherson’s  Annals  of  Commerce.  This  author 
having  rcAvritten  the  earlier  portion  of  it,  and 
amended  the  latter,  published  it  with  a new  title, 
and  under  his  own  name  (Maci^ilbrsox.)  Ander- 
son died  in  1765. 

ANDERSON,  JAMES,  LL.D.,  F.R.S.,  &c.— 
One  of  the  gi*eat  improvers  of  British  agriculture, 
was  born  at  Hermiston,  about  six  miles  from 
Edinburgh,  in  1739.  He  was  the  son  of  a small 
faniirr,  and  was  left  an  orphan  at  fifteen.  Against 
the  advice  of  his  friends,  he  determined  to  manage 
his  paternal  farm,  but  upon  reading  Home’s  Essay 
upon  Agriculture,  he  found  he  could  not  understand 
it  wi!  hout  a knowledge  of  chemistry.  He  accord- 
ingly went  to  Edinburgh  to  attend  the  lectures  of 
the  Celebrated  Dr.  Cullen,  with  whom  lie  formed 
an  intimate  friendship,  which  lasted  till  his  deatli. 
In  1763  he  left  his  native  farm,  and  took  one  in 
the  wildest  pai't  of  Aberdeenshire.  It  was  named 
Moiikshill,  of  about  1,300  acres,  and  almost  in  a 
state  i»f  nature.  In  his  efforts  to  reclaim  this  farm, 

I he  turned  his  attention  to  planting,  and  similar 
I subjects,  and  began  to  contribute  a series  of  articles 
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on  these  operations  to  an  Edinburgh  magazine, 
under  the  signature  of  Agricola.  In  1768  he 
married  Miss  8etun,  of  Mownie,  and  acquired  that 
estate  in  right  of  his  wife.  In  1780  the  Univer- 
sity of  Aberdeen  conferred  upon  him  the  degree 
of  LL.D.  In  1783  he  removed  to  Edinburgh, 
for  the  education  of  his  children,  ami  having 
written  a pamphlet  on  the  Northern  Fisheries, 
the  government  employed  him  to  make  a survey 
of  the  Western  Highlands  and  Islands.  In  1797, 
he  removed  to  Isleworth,  near  Lomlon,  and  in 
March,  1799,  commenced  the  publication  of  his 
Recreations  in  Agriculture,  whicli  he  continued 
until  April,  1802.  His  health  after  this  broke  up, 
and  he  died,  I5th  October,  1808. 

He  was  the  inventor  of  the  two-horse  plough, 
without  wheels,  to  which,  mon;  than  to  any  other 
single  cause,  the  immense  progress  of  Scottish  agri- 
culture is  due.  He  was  the  author  of  a great  num- 
ber of  articles  and  papers,  especially  on  all  matters 
relating  to  agriculture,  and  his  writings  exercised 
a great  influence  in  advancing  its  knowledge  and 
cultivation.  He  was  elected  a member  of  the 
Royal  Society,  and  a great  many  other  learned 
bodies. 

However  great  liis  merits  and  usefulness  might 
have  been  in  his  own  day,  Anderson's  chief  claim 
to  interest  at  the  present  time  is,  that  he  was  the 
originator  of  the  idea  that  Rent  springs  fi'om  the 
unequal  fertility  of  different  soils,  which  is  the 
basis  of  Ricardo’s  famous  theory  of  Rent.  Adam 
Smith  had  laid  it  down  that  high  rent  was  one  of 
tlie  causes  of  the  high  price  of  corn,  fi'om  which 
it  naturally  followed  that  if  the  landlords  gave  up 
tlieir  rents,  corn  wtmld  be  so  much  lower.  In 
1777  a new  corn  bill  was  brought  into  Parliament, 
and  Anderson  wrote  a panqflilet  called  In- 
quiry into  the  Nature  of  the  Corn  Laws,  1777,” 
for  the  purpose  of  advocating  a slitling  bounty. 
In  the  course  of  this,  he  shews  the  entire  fallac^v 
of  Adam  Smith’.s  idea  tliat  the  payment  of  rent 
influenced  the  price  of  corn.  lie  shews  that  tlie 
price  of  corn  depends  entirely  upon  sup]dy  and 
demand,  and  that  ail  the  variations  in  price  are 
caused  by  a change  in  the  relation  of  supply  and 
demand.  He  shews  well  that  rents  entirely  depend 
on  the  price  of  corn,  ami  tliat  any  rise  in  tlie  jirice 
would  only  temporaidly  beiielit  the  farmer,  but 
ultimately  it  would  entirely  go  to  the  landlord. 

In  a note  at  page  45  of  this  pamphlet,  he 
broaches  his  theory  of  Rent,  which  we  (iuote  here, 
and  shall  comment  upon,  together  witli  Ricardo’s 
and  other  theories. — (Rent,  Ricardo.) 

“ It  is  not,  however,  the  rent  of  the  land  that 
determines  the  price  of  its  produce,  but  it  is  the 
price  of  that  produce  which  determines  the  rent 
of  the  land ; although  the  price  of  that  produce  is 
often  highest  in  those  countries  where  the  rent  of 
land  is  lowest.  This  seems  to  be  a paradox  that 
deserves  to  be  explained. 

‘‘‘In  every  country  there  is  a variety  of  soils, 
differing  considerably  from  one  another  in  point 
of  fertility.  These  we  shall  at  present  supjiose 
airanged  into  different  classes,  which  Ave  shall 
denote  by  the  letters  A,  B,  C,  D,  E,  F,  &c.,  the 
class  A comprehending  the  soils  of  the  greatest 
fertility,  and  the  other  letters  expressing  different 
classes  of  soils,  gi’adually  decreasing  in  fertility 
as  you  recede  from  the  first.  Now,  as  the  expense 
of  cultivating  the  least  fertile  soil  is  as  great,  or 
greater,  than  that  of  the  most  fertile  field,  it 


necessarily  folloAvs,  that  if  an  etjiial  quantity  of 
corn,  the  produce  of  each  field,  can  be  sold  at  the 
same  price,  the  profit  on  cultivating  the  iimst  fer- 
tile soil  must  be  much  greater  than  tliat  of  culti- 
vating the  others,  and  as  this  conlinues  to  decrease 
as  the  sterility  increa.'^es,  it  mn^t  at  length  luqqien 
that  the  expense  of  cultivating  some  uf  the  infe- 
rior classes  will  equal  the  value  of  tlie  whole  pro- 
duce. 

‘‘This  being  premised,  let  us  suppose  that  the 
class  F includes  all  those  fields  whose  produce  in 
oatmeal,  if  sold  at  14s.  per  boll,  would  be  Mitli- 
cient  to  pay  the  expense  of  cultivating  tliein, 
Avithout  ati'ordiiig  any  rent  at  all.  That  the 
cla.ss  E comprehended  those  holds,  wlu>se  produce, 
if  sold  at  13s.  per  boll,  Avould  free  tlie  charges, 
Avithout  afibrding  any  rent,  and  tliat,  in  like  man- 
ner, the  classes  D,  U,  B,  and  A consi.sted  of  fields, 
whose  produce,  if  sold  respectively  at  12,  11,  10, 
and  9 shillings  per  boll,  aaouUI  exactly  pay  the 
charge  of  culture,  Avitliout  any  rent. 

‘‘  Let  ns  noAv  suppose  that  all  the  inhabitants  of 
the  countries  where  .such  fields  are  placed  could 
be  sustained  by  the  produce  (»f  the  lirst  four 
classes,  A'iz.  A,  B,  C,  and  D.  It  is  plain  that  if 
the  average  selling  price  of  oatmeal  in  that  country 
was  123.  i»er  boll,  those  Avho  possess  tlie  fields  1) 
could  Just  aflbrd  to  cultivate  them  Avithout  paying 
any  rent  at  all ; so  that  if  there  Avere  no  other 
produce  of  the  fields  that  could  be  reared  at  a 
smaller  expense  than  com,  the  fanner  eould  atfonl 
no  rent  AvhatcA'cr  to  the  ]>roprietor  of  them,  and 
if  so,  no  rents  could  be  aftVirded  for  the  fields  E 
! and  F,  nor  could  the  utmost  avarice  of  the  pro- 
' prietor,  in  this  case,  extort  a rent  for  them.  In 
I these  circumstances,  hoAvever,  it  is  oiivious  that 
j the  fanner  Avho  possessed  the  fields  in  the  class  C' 

I could  pay  the  expense  of  cultivating  them,  and 
also  afibrd  to  the  proprietor  a rent  eiiual  to  one 
shilling  for  every  boU  of  their  jiroduce;  in 
like  manner  the  possessors  of  the  fichlN  B and  A 
could  afibrd  a rent  equal  to  tAvo  or  three  shillings 
per  boll  of  their  produce  respectively.  Nor 
AA'ould  the  proprietors  of  tlie.se  fiidds  find  any 
difficulty  in  obtaining  these  rents,  because  farmers, 
finding  they  could  Ua'c  equally  Aveii  ujtou  such  soils, 
though  haA'ing  these  rents,  as  they  nmld  upon  the 
fields  D,  AA'ithout  any  rent  at  all,  Avoiild  be  eipially 
Avilling  to  take  the  one  as  the  other. 

“But  let  us  again  suppose  that  the  Avhole  pro- 
duce of  the  fields  A,  B,  C,  and  D,  a\  a.<  not  sufficient 
to  maintain  the  Avhole  of  the  inhabitants.  If  the 
average  selling  price  should  continue  at  12s.  per 
boll,  as  none  of  the  fields  E and  F could  admit  of 
being  cultivated,  the  inhabitants  Avoiild  be  under 
the  necessity  of  bringing  grain  fr^mi  some  other 
country,  to  supply  their  wants.  But  it'  it  should 
be  found  that  grain  could  not  be  brought  from 
that  other  country  at  an  average  uiukr  Bis.  per 
boll,  the  ]irice  in  the  home  market  would  rise  to 
that  rate,  so  that  the  fields  E could  then  be 
brought  into  culture,  and  those  of  the  class  1) 
could  afford  a rent  to  the  proprietor,  equal  to  Avhat 
Avas  formerly  yielded  by  U,  and  so  on  of  the 
others ; the  rents  of  cA'ery  cla.ss  rising  in  the  same 
]>roportion.  If  these  fields  avciv  sutiicient  to 
maintain  the  whole  of  the  inhabitants,  the  price 
Would  remain  permanently  at  I3s„  but  if  there 
Avas  still  a deficiency,  and  if  that  could  not  be 
made  up  for  less  than  14s.  per  boll,  the  price 
Avould  rise  in  the  market  to  that  rule,  in  Avhicli 
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case  the  fields  F might  also  be  brought  into  cul- 
ture, and  the  rents  of  all  others  would  rise  in 
proportion. 

“ To  apply  this  reasoning  to  the  present  case, 
it  appears  that  the  peojde  in  the  Lothians  can  be 
inaiutained  by  the  produce  of  the  fields  A,  B,  C, 
D,  and  E,  but  the  inhabitants  of  Clydesdale  re- 
(piire  also  the  produce  of  the  fields  F,  so  that  the 
one  is  under  the  necessity  of  giving  at  an  average 
one  shilling  per  boll  nntre  for  meal  than  the  other. 

•■‘Let  us  now  suppose  that  the  gentlemen  of 
Clydesdale,  fmm  an  extraordinary  exertion  of 
patriotistn,  and  an  inordinate  desire  to  encourage 
manufactures,  should  resolve  to  lower  their  rents, 
so  as  to  demand  nothing  from  those  who  possessed 
the  ti4‘lds  E,  as  well  as  those  of  the  class  F,  and 
should  allow  the  rents  of  all  the  other.s  to  sink  in 
proportion.  A\\mld  the  price  of  grain  fall  in  con- 
se<pience  of  this?  By  no  means.  The  inhabitants 
are  still  in  need  of  the  whole  produce  of  the  fields 
F as  before,  and  are  under  the  necessity  of  paying 
the  fariniM’  of  these  fields  such  a price  as  to  enable 
him  to  cultivate  them.  Tie  must,  therefore,  still 
receive  14s.  per  b»)ll  as  formerly,  and  a.s  the  gi*ain 
from  the  fields  E,  D,  C,  B,  and  A are  at  least 
equally  gtKKl,  the  occupiers  of  each  of  these  fields 
would  receive  the  same  price  for  their  produce. 
The  only  consequence,  then,  that  would  result 
from  this  (Quixotic  scheme,  would  be  the  enriching 
one  class  of  farmers  at  the  expense  of  the  pro- 
prietors, without  producing  t!ie  smallest  benefit 
to  the  consumers  of  grain,  perhaps  the  reverse,  as 
the  industry  of  these  farmers  might  be  slackened 
by  these  measures. 

' If,  on  the  other  hand,  by  any  political  arrange- 
ment the  lU’ice  of  oatmeal  should  be  reduced  fi-om 
14s.  to  13s.  per  lx  *11,  it  would  necessarily  follow 
that  ail  the  fields  of  the  class  F would  be  aban- 
doned by  tlie  plough,  and  the  rents  of  the  otliers 
Monhl  fall  of  course,  but  with  that  fall  of  rent  the 
quantity  of  grain  produced  would  be  diniinislied, 
and  the  inhabitants  would  be  reduced  to  the  ne- 
cessity of  depending  on  otliers  for  their  daily 
bread.  Thus  it  appears  that  the  rents  are  not  at 
all  arbitrary,  but  'iepend  on  the  market  price  of 
grain,  which  in  its  turn  depends  upon  the  effective 
demand  there  is  for  it,  and  the  fertility  of  the  soil 
in  the  district  where  it  is  raised,  so  that  the 
lowering  uf  rents  alone  could  never  have  the  effect 
of  rendering  grain  cheaper.” 

This  passage  is  remarkable  as  being  the  first 
elaborate  attempt  to  exidain  the  theory  of  rent, 
but  it  is  manifestly  defective  because  it  assumes  | 
the  necessity  of  there  being  different  degrees  of 
fertility  in  the  soil  of  the  country.  This  sup- 
position is  entirely  siqierfiuous,  because  rent 
would  arise,  even  though  all  the  soil  was  of  exactly 
the  same  fi*rtility.  Kicardo  greatly  extended  it 
afterwards,  by  showing  that  there  wci*e  other 
circumstances  tvhich  were  equivalent  to  differences 
of  degrees  of  fertility.  But  the  great  merit  of 
this  passage  is  the  final  and  conclusive  answer  it 
gives  to  the  popular  notion,  tliat  if  landlords 
went  witlumt  their  rents,  corn  would  be  any  the 
cheaper.  It  is  not  possible  to  demonstrate  this  in 
a more  conclusive  manner  than  is  done  in  the  > 
preceding  passage,  and  it  is  of  great  service  in 
Kfiiticul  Plconomy,  but  this  and  a few  other  | 
passages  are  the  only  ones  of  any  value  in  this 
pamphlet. 

Although  the  country  owes  much  to  Anderson 


for  his  services  in  favor  of  agriculture,  his  specu- 
lative notions  were  founded  on  the  exploded 
fallacy,  that  it  is  necessary  or  advantageous  for  a 
country  to  be  independent  of  all  foreign  nations 
for  a supply  of  food.  It  was  exactly  the  same 
idea  that  was  at  the  root  of  the  Protective  System, 
which  was  abolished  in  1846,  only  that  system 
wa.*?  based  on  the  method  of  a sliding  scale  of 
import  duties;  Anderson’s  was  a sliding  scale  of 
bounties  on  exportation.  Both  had  the  same  object 
in  A icAv,  to  secure  the  farmer  such  an  average  price 
of  com  as  AA'ould  euconrage  a sufficient  supply  to  be 
grown  at  home  so  as  to  be  independent  of  foreigners. 
This  fallacy  is  now  exploded,  because  it  is  noAv 
well  knoAvn  that  it  is  much  more  advantageous  for 
a country  to  purchase  its  corn  from  foreigners  by 
meiins  of  its  manufactures,  than  to  pay  an  enor- 
mous tax  to  home  producers.  That  foreigners 
Avill  refuse  to  sell,  is  a mere  bugbear  that  all 
experience  disproves.  Buyers  and  sellers  come 
together  with  an  electric  force  tliat  nothing 
can  resist.  In  fact,  producers  have  the  same  ne- 
cessity to  sell,  which  consumers  have  to  buv. 
The  fallacy  Avhich  per\^ades  Anderson’s  and  the 
profectiA'e  system  is  the  identical  one  Avhich  be- 
guiled Adam  Smith  on  the  subject  of  the  Navi- 
gation laws,  which  haA'e  recently  been  repealed 
Avith  such  excellent  results.  The  Board  of  North- 
ern Fisheries  was  instituted  on  Anderson’s  priii- 
cipli's,  but  the  fallacy  of  the  bounty  on  heiTings 
being  clearly  shewn,  it  Avas  long  ago  repealed,  and 
the  ikiard’s  duties  are  now  confined  to  dispose  of 
an  :innual  grant  of  £3,000  a year  for  the  ex- 
tension and  improA'cment  of  harbours  for  the 
fislu  rmen  on  the  coast  of  Scotland. 

Anderson’s  other  works  relating  to  Economical 
subjects  are  as  follows  : — 

Observations  on  the  means  of  exciting  a spirit  of 
A^ational  Industry,  Edinburgh,  1777. 

A n Enquiry  into  the  nature  of  the  Corn  Laws. 
Edinburgh,  1777. 

Essays  relating  to  Agriculture  and  Rural 
affairs.  Edinburgh,  1777.  Fifth  edition  1800. 

An  Enquiry  into  the  causes  which  have  hitherto 
retarded  the  advancement  of  Agriculture  in 
Etirnpe.  1779. 

The  true  interest  of  Great  Britain  considered : 
or  a proposal  for  establishing  the  Northern 
British  Fisheries.  1783. 

A a Account  of  the  present  state  of  the  Hebrides^ 
and  IVestern  Coast  of  Scotland.,  being  the  sub- 
stance  of  a Report  to  the  Lords  of  the  Treasury. 
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Ohservations  on  Slavery^  particularly  with  a 
view  to  its  effects  on  the  British  Colonies  in  the 
West  Indies.  1789. 

Qf>servations  on  the  effects  of  the  Coal  Duty. 
1791'. 

Thoughts  on  the  privileges  and  powers  of 
Juries.,  with  observations  on  the  state  of  the  coun- 
try with  regard  to  Credit.  1793. 

Remarks  on  the  Poor  Laws  of  Scotland.  1793. 

A practical  Treatise  on  Peat  Moss.  1794. 

A general  view  of  the  agriculture  and  rural 
economy  of  the  county  of  Aberdeen,  and  the  means 
of  its  improvement.  1794. 

A pi'actical  treatise  on  draining  hogs  and 
swampy  grounds,  with  cursory  remarks  on  the 
origniality  of  Elkingtoiis  mode  of  draining 
lands.  1797. 

Ri  creations  in  Agriculture,  bic.  1790, — 1802. 
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A calm  investigation  of  the  circumstances  that 
have  led  to  the  present  scarcity  of  grain  in  Great 
Britain,  suggesting  the  means  of  alleviating  that 
evil,  and  of  preventing  the  occurrence  oj  such  a 
calamity  in  juture.  1 801 . 

ANGEVILLE,  COUNT  ADOLPHE  D’- 

Boru  at  Lampries  (Ain),  20th  May,  1 796 ; formerly 
in  the  Navy,  and  deputy  for  the  Ain. 

Apeiyu  sur  nos  Colonies  ei  notre  Marine  Mili- 
taire  pour  appuyer  une  pUition  faite  a la  Cham- 
hre  le  24/«c  Janvier,  1832.  Lyon,  1832. 

Essai  sur  la  Stutistique  de  la  population  Fran- 
eaise,  consideree  sous  quelqu'uns  de  scs  rapports  . 
physiques  et  mora^lx.  Paris,  1836. 

ANISSON  DU  PERON,  ETIENNE  ALEX- 
ANDRE JACQUES  “Born  1748,  and  appointed, 
in  1783,  Director  ol  the  Royal  Printing  Office. 
In  1790  he  published  a letter  ou  the  printing  of  ^ 
assignats,  and  the  different  species  of  paper  tried 
in  their  fabrication.  Ou  the  4th  July,  1792,  he 
Avas  indicted  for  printing  an  unconstitutional  de-  ' 
cree.  After  the  10th  August  he  Avas  obliged  to 
resign  his  office,  and  lie  Avas  sent  before  the  re\'o- 
lutionary  tribunal  and  condemned  to  death  25th 
April,  1794. 

ANISSON  DU  PERON, — Son  of  the  preced- 
ing, Avas  born  at  Paris,  26tli  October,  1776 — Avas 
appointed  auditor  of  the  Council  of  State  in  1806, 
and  director  of  the  Imperial  Printing  Office  hi 
1809— Dejiuty  from  Puy  de  Dome  in  1830— Pre- 
sident of  the  Council-General  of  that  department  | 
in  1840,  and  a Peer  of  France  in  1844.  He  Avas  ’ 
one  of  the  founders  and  vice-jiresident  of  the 
Society  for  the  Promotion  of  Free  Trade. 

De  V affranchissement  du  commerce  et  de  Vin- 
dustrie.  Paris,  1829. 

De  Venqurte  sur  les  fers,  ou  aqyplication  des 
principes  gbneraux  d la  question  de  la  taxe  sur 
les  fers  etrangers.  Paris,  1829, 

Examen  de  VenquHe  commerciale  sur  les  sucres 
en  1829,  prerMi  de  V examen  de  V enquete  sur  les 
Jers.  Paris,  1 829. 

Traites  de  Methuen  et  de  1786  dans  leurs  rap- 
ports avec  la  liberie  commerciale.  In  the  Journal 
des  Economistes.  Vol.  xxvii. 

ANNALI  UNIVERSALI DI  STATISTICA 

-—Edited  by  Francesco  Lampato  and  a variety  of 
Ecoiiomi.'its.  The  first  series,  forming  80  vols., 
ended  ill  June,  1844.  The  second  series,  begin- 
ning July,  1844,  ceased  at  the  end  of  1850.  Milan. 

ANNUAIRE  de  PECONOMIE  POLITIQUE 

et  de  la  Stutistique.  Edited  by  IVIessrs.  Jose]»h 
Gamier  and  Guillaiimin. — Paris'!  Tim  scries  be- 
gan in  1844.  Each  A'olume  is  divided  into  four 
I»arts.  The  first  gives  the  substance  of  otticial 
repprts  relating  to  the  population,  the  public 
finances,  trade,  the  administration  of  justice,  saA  - 
ings’  banks,  banks,  charitable  institutions,  &e.,  of 
France.  The  second  part  is  allotted  to  the  City 
of  Paris.  Tlie  third  gives  similar  information 
respecting  foreign  countries.  The  fourtli  gives 
general  discussions  on  the  most  interesting  rpies- 
tions  of  the  day  in  Political  Ecouomv;  a revicAV 
of  the  jiroceedings  of  the  Academy  of  Moral  and 
Political  Sciences:  the  principal  Economical 
events  of  the  year ; a financial  review  and  a biblio- 


graphy of  the  ])recediiig  year.  This  juiblication 
Contains,  iu  a small  compass,  a great  amount  of 
valuable  information. 

ANNUAIRE  DU  BUREAU  DES  LONGI- 
TUDES.— This  i>eriodica!  coutaius  many  jtapers 
upon  Economical  subjects. 

ANNUITIES. — All  Auiiiiity  is  a. series  of  pav- 
ments  made  at  stated  intervals,  usnallv  a yeilr, 
Avhence  the  name,  but  very  4»fteu  inure  frequeutU'’ 
a.s  half-yearly,  quarterly,  &c. 

1.  Next  to  a true  ctmceittion  of  the  nature  of 
Value,  Avliidi  is  the  fundamental  idea  in  JV>IiticaI 
Economy,  tlie  doctrine  Annuities  is  ]>robablv 
the  ino>t  important.  I he  suliject  of  Annuities, 
vicAved  in  its  i>roiier  extent,  c<»mpreheiids  incom- 
parably the  largest  amount  of  exi.'itiilg  propertA*, 
andthemo.'^t  important  material  interests  of  man- 
kind ill  a state  ot  civilizatitm.  They  are  the  fruits 
of  ci\ ilizatioii  itself,  and  some  of  its  most  remark- 
able discoveries — Money  and  Interest. 

2.  llie  importance  of  the  subject  of  Annuities 
may  be  seen  when  we  state  that,  in  addition  to 
the  subjects  Avith  Avliieh  its  name  is  imire  pojmlarly 
associated,  it  in  reality  coiii])rehends  the  Avlmfe 
theory  of  the  value  of  lamled  pnqiorty,  the  public 
funds,  and  all  other  subjects  AA'hirh  produce  an 

I annual  revenue,  and  the  Avinde  of  (.’oinmercial 
' Credit.  In  fact,  we  may  say,  that  in  its  most 
couiprehensiA'e  sense  the  doctrine  of  Amiuities  is 
the  theory  of  the  value  of  Fixed  Capital.  (Capi- 
tal.) ^ 

, 3.  The  doctrine  of  Annuities  is  the  jiroduce  of 

that  wonderful  instrument  Money  (Musky),  and 
is  a curious  commentary  u]>on  tin*  arguments  of 
Aristotle  and  Dante  to  sIioav  that  interest  is 
uniiatuial  and  aliominable.  (Aristotlk,  Daxte  ) 
The  theory  of  Annuities  entirely  dejtends  upon 
the  ]U'inciple  that  numey  naturally  jtroduces 
interest,  but  more  i>artieularly  iqxui  the  principle 
that  interest  produces  interest,  an  idea  that  drove 
I lutarch  almost  beside  himselt,  ( Plctarch.) 

4.  An  annuity,  as  avc  have  .said  above,  is  a 
senes  of  future  payments,  frum  whatever  source 
arising,  and  the  doctrim*  of  annuitie.s  rests  entirely 
upon  this  pniK‘ii>le,  that  each  ut  these  future  paA**- 
meiits  has  a jn-esent  valin-,  and  that  all,  or  any 
or  any  number  of  them,  may  be  Imught  and  sold’ 
like  an  article  of  commerce.  Ami  the  theory  of 
annuities  has  for  its  object  to  discitver  tlie  jtresent 
A'alue  of  each  of  these  separate  terms,  and  in  a 
large  branch  of  the  subje<-t  tu  discover  Iioav  manv 
of  them  should  be  bought  acetu'ding  to  the  cireiiiii- 
stances  of  the  ]>artieular  i»robiem. 

5.  The  present  value  of  an  annuity  is,  therefore, 
the  sum  of  the  series  of  the  ]»reseiit  values  of  all 
the  future  terms.  Noav,  let  us  take  tlie  case  of  a 
jieipetual  aiiiiuitA,  or  a paA'imait  ti>  be  made  at 
regular  intervals  for  ever.  If  im.nev  bore  no 
interest,  it  is  dear  that  each  future  jiaA'inent 
would  be  exactly  eipial  to  the  present  i>a\-nient 
consequently  the  present  value  of  such  an  annuity 
Would  be  the  same  as  the  aggregate  sums  to  be 
jiaid  tor  e\er,  T.hat  is,  to  purchase  such  an  an- 
nuity, it  Avould  be  necessary  to  pay  doAvn  an  in- 
finite .sum.  A consequence  Avhicir  is  manife^^lv 
absurd.  Hence  it  ajipears  that  such  a mode  of 
culeulatiiig  the  A'alue  is  manifestlA'  erroiiemis. 

6.  Again  let  us  siqipitse  that  simple  intere*;t  is 
charged.  Then  each  future  payment  AVould  be 


14 


ANNUITIES. 


ANNUITIES. 


I 


I 


diniiiiishfil  by  small  detiiiite  sum  of  iiuiform 
auiouut.  And  it  is  oviduiit  that  to  buy  an  aniuii- 
tv  fur  t‘Vor,  on  such  torm.s.  Mould  involve  exactly 
the  same  al>.<urdity  as  in  the  preceding  case. 
That  is,  to  secure  a tinite  annual  ])aymeut,  M*e 
should  have  to  juiy  doM  u an  infinite  sum  of  money, 
M-hich  shcM  s tliat  this  mode  of  calculation  is  also 
manifestlv  erroneous. 

7.  But  if  M*e  su]*pose  that  co/npOMnrf  interest  is 
charged,  m'o  shall  find  that  each  term  of  the  series 
Mill  progressively  and  rapidly  diminish.  A 
larger  (luaulity  m ill  have  to  be  subtracted  from 
each  term  in  succession.  AVe  .shall  thus  obtain  a 
scries  of  quantities  in  geometrical  progression, 
the  common  difference  being  a fraction,  and  by  the 
laws  of  Algebrii,  Mt'  know  that  such  a scries,  even 
though  it  be  infinite,  has  a finite  limit.  And  that 
tinite  limit  is  the  present  value  of  the  perpetual 
annuity. 

8.  Hence  m'c  see  that  the  value  of  annuities 
vxust  always  be  calculated  at  comiiouml  interest, 
in  order  to  obtain  a rational  result.  The  i>resent 
value  of  each  term  or  future  payment,  is  such  a 
sum  of  money  as  imiu'oved  at  the  given  rate  at 
compound  interest,  M'ould  amount  to  that  sum  in 
the  given  time.  And  the  iireseut  value  of  the 
m IioTc  annuity  i.s  the  sum  of  the  series  of  the  pre- 
sent values  of  each  term. 

9.  An  annuity,  hoM'ever,  does  not  consist  of  any 
definite  number  of  terms.  It  may  be  of  any 
number,  from  a single  future  ]»aymeiit  up  to  an 
infinite  number,  or  any  intermediate  number. 
And  under  each  species  an  enormous  amount 
of  jiropertv  is  to  be  classed.  AVe  shall  shortly 
consider  the  different  varieties  of  aimiiities,  ami 
the  species  of  projicrty  tliey  relate  to. 

10.  I. — Thclowesi  form  of  an  Annuity^  i.e.  a 
single  future  payment. 

This  comi>rehends  the  M'hole  theory  of  mer- 
cantile credit  (Credit),  M'hich  consists  simply  of 
a single  future  ]>ayment,  and  these  future  pay- 
ments, umler  the  form  of  bills  of  exchange,  form 
an  immense  article  of  commerce.  To  buy  a bill 
of  exchange  is  usually  called  to  discount  it,  and 
there  is  a most  iuijtortant  class  of  traders  mIiosc 
chief  business  consists  in  buying  bills  of  exchange 
or  commercial  dt'bts.  (Baxk.  Bill  Broker.)  The 
main  business  of  banking  consists  in  buying  or 
discounting  bills  of  exchange.  Xom'  there  is  no 
difference  Mhatever  in  ]>rinciple  betM'een  dis- 
counting a bill  of  exchange  and  buying  a landed 
estate.  To  discount  a bill  is  to  buy  a single  future 
pavmeut.  to  buy  a lauded  estate  is  to  discount  a 
series  of  future  payments. 

11.  II. — The  largest  form  of  an  Annuity^  i.e. 
a series  of  future  jmyments  for  ever. 

This  comprehemls  the  Miiole  theory  of  the 
value  of  estates  in  fee  simple,  and  that  portion  of 
the  public  funds  Avhicli  consists  of  perpetual  an- 
nuities. To  purchase  a lauded  estate  in  fee  simple 
is  merely  to  discount  a series  of  future  payments 
for  ever',  as  already  explained.  The  same  may  be 
said  of  tlie  iiurchase  of  all  property  which  yields 
an  annual  revenue,  such  as  canals,  raihvays,  the 
jmblic  funds,  &c. 

12.  in. — The  intermediate  form^  i.e.  a limited 
series^  hut  exceeding  one,  of  future  payments. 

Thi>  variety  is  much  the  most  complicated,  and 
includes  a gi*eat  number  of  sub-varieties,  the 
calculation  of  which  involves  a considerable  portion 
of  the  theory  of  probabilities  (Probabilities).  It 


includes  the  theory  of  the  value  of  leases,  fines  on 
the  reneM’al  of  leases,  estates  iu  remainder  or  le- 
version,  vested  and  contingent,  and  life  and  survi- 
vorship annuities  of  all  sorts.  To  enter  iuto 
d(  tail  of  the  methods  requisite  to  find  thevalueof  all 
these  various  annuities  M'ould  require  an  iminense 
amount  of  mathematical  detail,  M'hich  is  Avholly 
bevond  the  purpose  of  this  M'ork,  and  for  M'hich 
M '*  must  refer  to  the  standard  treatises  enumerated 
at  the  end  of  this  article.  All  Ave  can  do  here  is 
to  specify  very  briefly  the  dift'erent  classes  that 
may  be  formed,  and  the  siiccies  of  property  Miucli 
is  included  in  them.  AA'e  may  haA'e  then — 

1.  A series  to  commence  immediately  and  ter^ 
minate  at  a given  time. 

(а)  And  of  this  the  termination  may  he  certain. 

Under  this  form  are  included  all  leases  for  a 

ci  rtain  number  of  years,  and  all  annuities  for  a 
fixed  number  of  years. 

(б)  Or  the  termination  may  he  uncertain. 

Under  this  form  are  all  life  annuities  com- 
mencing immediately. 

(h  1)  And  this  termination  may  depend  upon 
a single  uncertain  event,  or  (h  2)  upoii  several  un~ 
ctTtain  events. 

Thus,  au  annuity  may  be  granted  to  continue 
daring  the  life  of  a single  individual,  or  during 
tlie  life  of  the  survivor  of  several  individuals. 

2,  A series  to  begin  at  a future  period,  and  to 
continue  for  ever. 

(а)  And  of  this  the  commencement  may  he 
certain  and  definite. 

Thus,  au  estate  may  be  sold  to  B,  subject  to  a 

lease  to  A.  • j i 

(б)  Or  the  commencement  may  he  certain  but 

indefinite. 

Thus,  au  estate  may  be  settled  on  A for  life 

Avith  remainder  to  B in  fee. 

(c)  Or  the  commencement  may  he  uncertain 

and  indejinite. 

Thus,  an  estate  may  be  settled  on  A and  jus 
heirs,  Avlioin  failing,  remainder  to  B and  his  heirs. 

Or  an  estate  may  be  settled  on  A tor  life,  and  if 
(’  be  living  at  his  decease,  then  to  B and  his  heirs. 

Or  an  estate  mav  be  gi'anted  to  A until  he  be 
bankrupt,  or  insolvent,  or  innumerable  other  con- 
tingencies, and  then  to  B and  his  heirs.  To  tins 
ionn  belt  mgs  the  M'hole  theory  of  estates  in  re- 
Acrsion,  or  remainder,  A'ested  or  contingent,  ex- 
ecutory interests,  siu'inging  or  shifting  uses,  ami 
executory  devises,  a subject  of  immense  import- 
auce. 

3.  A series  to  begin  at  a future  time  and  to 
continue  a limited  number  of  years. 

(a)  Of  this  form  the  commencesnent  and  termi- 
nation may  both  he  certain  and  definite. 

Of  this  the  fine  paid  for  the  reiiuAval  of  an  un- 
expired  lease  is  an  example. 

(a  1.)  Or  the  commencement  may  he  certain  and 
definite  and  the  end  certain  hut  indefinite. 

Tims,  au  estate  may  be  granted  to  A ami  his 
heirs  for  10  years,  and  then  to  B for  life. 

Or  A may  |mvchase  an  annuity  for  life  to  com- 
mence at  the  end  t»f  a given  term. 

{a  2.)  Or  the  commencement  may  he  certain  and 
dfinite  and  the  end  may  he  tinceriain  and 
indefinite. 

Thus,'au  estate  may  be  granted  to  A for  10 
vears,  then  to  B until  some  contingent  CA'cnt 
ha])i)ens,  as  for  instance  until  he  marries,  and 
then  to  C, 
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Or  a husband  may  bequeath  his  AvidoAV  au 
estate  so  long  as  she  remains  unmarried. 

(a  3.)  Or  the  commencement  may  he  certain 
hut  indefinite,  and  the  end  certain  and  de- 
finite. 

Thus,  an  annuity  for  seventy  years  may  be 
granted  to  B and  his  heir.s,  to  commence  on  the 
death  of  A. 

(a  4.)  Or  the  commencement  may  he  uncertain 
and  indefinite,  and  the  termination  certain 
and  definite. 

Thus,  an  estate  or  au  annuity  for  a term  of 
years  may  be  settled  on  B contingent  on  A marry- 
ing or  having  a son,  &c. 

(a  5.)  Or  the  commencement  may  he  uncertain 
and  indefinite,  and  the  termination  certain 
hut  indefinite. 

Thus,  a grant  may  be  made  to  thirty  difterent 
living  people  iu  succession,  sejiarately,  for  their 
li\'es ; 

Or  a survivorshij>  annuity  may  be  etfected  by  a 
husband  in  fa\or  of  his  M-ite. 

(a  6.)  Or  the  commencement  and  termimtion 
may  both  he  uncertain  and  indfinite. 

Thus,  an  estate  may  be  granted  to  A until 
some  contingency,  such  as  marriage,  baiikru|)tcy, 
birth  of  a son ; then  to  B until  some  coutiugency 
occurs ; then  to  C,  and  so  on. 

^ These  are  but  very  simple  examples  of  the  va- 
riety of  forms  M'hich  different  estates  or  interests 
in  projierty  may  assume.  But  to  one  or  other  of 
them  tlie  calculation  of  the  value  of  all  estates 
may  be  reduced.  The  entirety  of  course  can  only 
be  equal  to  the  sum  of  each  sejiarate  interest, 
IioM'ever  numerous  or  complicated  they  may  be. 
And  Avheii  m'c  further  consider  that  the  commence- 
ment and  termination  of  each  .sejmrate  interest 
may  be  made  to  depend  not  only  on  a single  con- 
tingency, but  on  any  number  of  contingencies,  it 
manifestly  invol\'es  the  Avhole  theory  of  Probabi- 
lities, one  of  the  most  subtle  of  scientific  subjects. 
Thus,  the  calculation  of  the  value  of  a single  in- 
terest in  some  given  iinqierty  may  call  forth  tlie 
highest  powers  of  mathematical  skill  and  analysis, 
so  much  so,  indeed,  that  mathematicians  of  the 
highest  eminence  haA'e  frequently  been  at  fault  iu 
their  endeavours  on  tlie  subject.  But  to  one  or 
other  of  these  forms,  the  infinite  A'ariety  of  Avays 
AA’hich  human  caprice  may  dictate  or  suggest  the 
disposition  of  property,  may  be  reduced;  and  the 
subject  is  A*ery  far  from  being  exhausted  yet.  The 
tables  of  mortality  from  Avhich  the  probability  or 
expectations  of  life  are  framed,  are  extreiiiely 
imperfect.  Xor  can  Ave  expect  that  any  results 
Mill  be  obtained  at  all  commensurate  with  the 
scientific  exactness  Avhich  is  deniamh  d at  the  pre- 
sent day,  until  the  experience  of  numerous  oliices 
has  been  tabulated  and  recorded  for  a ver\*  much 
hmger  series  of  years  than  has  yet  been  done.  If 
any  one  doubts  the  extreme  imperfection  of  the 
science  of  calculation  of  tlie  A'alue  of  Annuities, 
let  him  propose,  as  Ave  haA'e  done,  a simple  ques- 
tion in  surA'iA'orship  annuities,  to  a number  of  the 
princiiial  offices,  and  he  Avill  be  astonished  at  the 
difference  of  the  ansAvers  he  aaIII  receive,  as  much 
perhaps  as  fifty  per  cent.  Nor  are  the  enormous 
bonuses  M-hich  most  ofthe  older  offices  add  to  their 
policies,  any  thing  more  than  evidence  of  inaccu- 
rate calculation  of  the  true  premium  necessary  to 
be  paid  to  .secure  a given  amount. 

De  Witt  upon  Annuities,  1G71. 
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j An  Estimate  of  the  Degree,H  of  Mortality  of 
Mankind,  drawn  from  curious  tables  ofthe  births 
and  funerals  at  the  City  of  Breslair,  with  an  at- 
tempt to  ascet'tain  the  price  of  Annuities  on  lives. 
By  ^Ir.  E.  Halley.  Pliilosojihical  Transactions, 
vol.  17,  596.  1693. 

On  Annuities  for  Lives.  By  Abi  ahani  Demoi- 
ATC.  1724. 

A Letter  from  Mr.  Abraham  Demoivre  to  Wil- 
liam Jones,  Esq.,  concerning  the  curi'cnt  method 
for  calculating  the  Values  of  Annuities  upon  Lives, 
from  Tables  of  065erra/io/i.  Pliil.  Trans,  vol 
43,  p.  65.  1744- 

Doctrine  of  Annuities  and  Reversions.  Bv 
Thomas  Sinqison.  1742. 

E.ssai  sur  la  probabiUie  de  la  duree  de  la  vie 
humaine.  Dejiarcieux.  1746. 

A Letter  to  the  Earl  of  Mansfield,  P.R.S.,  con- 
cerning the  value  of  an  Aniiuity  for  Life,  and  the 
probability  of  Survivorship.  By  Mr.  James  Dod- 
son. Phil.  Trans.,  a oI.  48,  ]>.  4^7. 

A Letter  concerning  the  term  and  prriod  of 
Human  Life,  By  T.  AV.  Phil.  Trans.  a Ji. 
52,  p.  46. 

Observations  on  the  Expectations  of  Life,  the 
increase  of  Mankind,  ^c.  By  Dr.  Price.  Phil. 
Trans.,  a'oI.  59,  p.  89. 

Short  and  easy  Theorems  for  finding  Annuities, 
in  all  cases,  the  differences  between  the  values  pay- 
able yearly,  and  the  same  Annuities  payable  half 
yearly,  quarterly,  or  monthly.  By  Dr,  Price. 
Phil.  Trans.,  A'oL  56,  p.  109. 

Observations  on  Retersionant  Payments.  Bv 
Dr.  Price.  1776. 

Doctrines  of  Annuities  and  Assurances.  By 
William  Morgan.  1779. 

Calcid  des  Rentes  viageres  sur  une  et  sur  plu- 
sieurs  teles.  By  Saint  (’yran.  1779, 

Principles  of  the  Doctrine  of  Life  Annuities. 
By  Francis  Maseres,  Cursitor  Baron,  Lmidoii. 
1783. 

On  the  Method  of  determining  from  the  real 
probabilities  of  life,  the  Values  of  Contingent 
Reversions,  in  which  three  Ures  are  involved  in  the 
Survivorship.  BvAVilliain  Morgan.  Phil.  Trans., 
vol.  84,  p.  223.  1794. 

Doctrine  of  Life  Assurances  and  Annuities. 
Francis  Baily.  London,  1810. 

A Treatise  on  the  Valuation  of  Annuities  and 
Assurances  of  Lives  and  Survico.srhips ; on  the 
Construction  of  Tables  of  MoriaUiy ; and  the 
Probability  and  the  Expeetaiions  of  Life.  Bv 
Joshua  Milne.  London,  1M5. 

On  the  Principles  and  Doctrine  of  Assurances. 
Annuities  on  Lives,  and  Contingent  Reversions. 
By  William  Morgan.  Lomhm,  1821. 

A Sketch  of  an  Analysis  and  Rotation  appli- 
cable to  the  estimation  of  the  value  of  Life  Contin- 
gencies. Bv  Benjamin  Gompertz.  * Pliil.  Trans 
A'oi.  110,  p.  214.  ^ 

Covp-d'ccil  sur  les  Assurances  sur  la  Vie  des 
Ilommes.  By  !M.  Juvigny.  Paris,  1 825. 

Tables  of  Life  Contingencies.  liy  Davies. 
London,  1826. 

A Comparative  View  ofthe  various  Institutions 
for  the  Assurance  of  Lives.  By  Charles  Babbage. 
London,  1820. 

Lettre  a M.  Outrcquin.  hanquier,  sur  les  assu- 
rances qui  ont  ]x>ur  base  la  probabHiie  de  la  duree 
de  la  vie  humaine.  By  J.  N.  Nieollot.  Paris,  1828. 

Traitt  des  assurances  ierresires  et  de  Vassurance 
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sur  la  vie  des  hommesy  suivi  d*un  appendice  rm- 
fermant  les  sfatuts  de^  principales  compagtiies 
Fra}i^'aises  d*assurancey€t  les  polices  des  principales 
compagnies  Fran^aises  et  Uranghres.  By  M]\I. 
Griiu  aud  Joliat.  Paris,  1828. 

On  the  Calculation  of  Annuities,  and  on  some 
Questio)is  on  the  theory  of  Chances,  and  on  the 
com2)arison  of  various  Tables  of  Annuities.  Trans- 
actious  of  Canib.  Phil.  Society.  By  Lubbock. 
VoL  3,  Part  1.  1829-30. 

On  the  Evidence  and  Elementary  Facts-  on 
which  Tables  of  Life  Amriuities  are  calcvlated. 
By  Mr.  Fiulaison.  Ordered  by  the  House  of  Com- 
inous  to  be  y^riuted.  1829. 

Life  Tables  founded  upon  the  discovery  of  a 
numerical  Law  regulating  the  existence  of  every 
Human  Being.  Illustratedby  a new  theory  of  the 
causes  producing  Health  and  Longevity.  By  T. 
R.  Edmonds.  London,  1832. 

A series  of  Tables  of  Annuities  and  Assurances 
calculated  from  a new  rate  of  Mortality  among 
assured  lives.  By  Jenkiu  Jones.  London,  1843. 

Traitt  gen  crate  des  assurances,  a.ssurances  marU 
times,  terrestres,  mutuels,et  sur  la  vie.  By  Isodore 
Alauzet.  Paris,  1844. 

Society  for  tlie  Diffusion  of  Useful  Knowledge. 
A Treatise  on  Life  Annuities,  By  David 
Jones.  London,  1844. 

Also  Articles  on  Annuities  in  the  various  Eucy- 
cloi>:edias.  (Insueance.) 

ANQUETIL  DUPERRON.  ABRAHAM 
HYACINTHE — One  of  the  most  distinguished 
scholars  of  the  18th  century,  wa.s  born  at  Paris 
7th  December,  1731,  and  educated  there;  he  was 
intended  for  the  church,  but  having  no  taste  for  an 
ecclesiastical  life  he  devoted  himself  to  the  study 
of  oriental  languages,  in  which  he  acquired  an 
extraordinary  yjroticiency.  So  ardent  was  he  in 
ymrsuit  of  this,  that  being  unable  to  obtain  a 
j)as.sage  in  a ship  going  to  the  East  Indies,  he 
enlisted  as  a jirivate  soldier  in  an  exyiedition  that 
was  fitting  out  at  I/Orieiit  for  that  country.  The 
minister  hearing  of  his  extraordinary  love  for  his 
ymrsuit  orderetl  him  a free  jiassage.  After  under- 
going extraordinary  dithculties,  he  made  his  way 
to  Surat,  where  he  found  the  remnants  of  the  Par- 
sees,  whose  language  and  religion  were  the  prin- 
ciy>al  objects  of  his  search.  He  came  home  in  an 
English  ship,  and  reached  Paris4th  May,  1762, with 
180  MSS. almost  entirely  Zend,  aud  he  presented 
18  to  the  Koval  library,  containing  all  the  extant 
works  ttf  Zoroaster.  In  1763  he  was  elected  a 
member  of  the  Academy  of  Belles  Lettres.  In 
1771  he  published,  in  3 vols.  quarto,  his  translation 
of  the  Zendavesta,  for  the  manuscript  of  which  he 
had  refused  £30.000  hi  England.  He  died  17th 
Jamuiry,  1 80o.  This  distinguished  man  ymblished 
many  other  works,  amongst  which  those  relating 
to  economical  subjects  are — 

he  la  dignitk  du  commerce  et  de  Vetat  du  com- 
mercant.  Riris,  1789. 

HInde  en  raj>port  avee  VEurope.  Hamburgh, 
1798. 

ANSELL,  CHARLES,  F.R.S. 

A Treatise  on  Friendly  Societies.  London,  1835. 

ANTHOINE,  ANTOINE  IGNACE,— Baron 
de  St.  JoseyJi,  was  born  at  Enibniu,  21st  Sey»- 
lember,  1749.  He  very  early  manifested  a strong 


bent  for  commercial  affairs.  He  entered  a mer- 
cantile house  at  Marseilles,  and  he  was  soon  sent 
to  superintend  a branch  of  the  establishment  at 
Constantinople,  which  he  conducted  with  gi*eat 
success.  His  Memoirs  on  Commerce  were  highly 
esteemed  at  the  French  court,  and  he  was  sent  to 
examine  Russia  and  Poland,  with  a view  to 
extend  French  commerce  in  those  countries.  He 
was  very  favourably  received  by  Catherine  II.  and 
Stanislaus,  King  of  Poland.  Catherine  authoris- 
ed him  to  found  the  comniercial  ytort  of  Cherson. 
In  1786  Louis  XVI.  ennobled  him  in  very  flatter- 
ing terms.  He  then  Anally  settled  at  Marseilles, 
and  became  one  of  the  principal  persons  in  the 
place,  and  did  much  good  during  the  famine  in 
1790.  Notwithstanding  this  he  was  exiled  in 
1793,  and  went  to  reside  at  Genoa,  but  returned 
as  soon  as  the  revolutionary  violence  was  over. 
He  was  elected  a member  of  the  Council  General 
of  Commerce,  of  the  Corps  Lcgislatif,  and  then  of 
the  Conservative  Senate,  and  was  Mayor  of  Mar- 
seilles in  1805,  where  he  effected  gi'eat  improve- 
ments and  embellishments  of  all  sorts.  He  died 
there  22nd  July,  1826.  In  the  hundred  days  he 
was  a member  of  the  chamber  of  representatives. 
He  published, 

Essai  historique  sur  le  commerce  et  la  naviga- 
tion de  la  Mer  Noire.  Paris,  1805. 

ANZANO,  THOMAS. 

Refiexiones  economico  poliiicas  sohre  las  causas 
de  las  alteraciones  de  precios  que  ha  padecido 
Aragon  y discursos  sohre  los  medios  que  pueden 
jacilitar  la  resiauracion  de  Aragon.  Zaragoza, 
1768. 

Blauqui  commends  this  work. 

API*LET0N,  NATHAN- 

Remarks  on  Currency  ayid  Banking,  having 
reference  to  the  present  derangement  of  the  circu- 
lating medium  in  the  United  Stales.  Boston,  1841. 

An  excellent  pamphlet. 

ARBITRATION  of  the  Exchanges.  See  Ex- 

change. 

ARBUTHNOT,  G. — Was  private  secretary  to 
Sir  Robert  Peel,  and  to  Sir  Charles  AVood. 

Sir  Robert  FeeUs  Act  of  1844,  regulating  the 
issue  of  Bank  Notes  vindicated.  Loudon,  1857. 

This  pamphlet  is  written  in  a fluent  style,  but 
nnfortmiately  the  author  has  never  made  himself 
acquainted  with  the  ordinary  mechanism  of 
banking.  At  page  12  he  treats  the  £38,000,000 
of  deposits  in  the  various  Ivoiulon  Joint  Stock 
I Banks  at  that  period,  as  hondjide  cash  deposited 
by  the  public.  This  is  the  touchstone  of  any  man’s 
real  knowledge  of  banking.  The  delusion  is  almost 
universal,  but  it  is  as  profound  a delusion  as  the 
balance  of  trade.  (Bank.) 

ARBUTHNOT,  JOHN,  M.D.,  F.U.S.,-Born 
in  1675,  at  Arbuthnot,  near  Montrose,  lie  was 
educated  at  Aberdeen.  He  was  one  of  the  most 
celebrated  wits  and  pliysicians  in  the  reign  of 
Queen  Anne.  His  father,  an  episcopal  clergy- 
man, l ist  his  ]>referment  at  the  Revolution,  and 
! young  Arbuthiiot  came  to  England,  and  settled  at 
' Doncaster  for  some  time.  !Mei‘ting  with  no  em- 
: ployimmt  there,  he  came  to  London,  wliere  his 
manners,  learning,  and  wit  soon  acquired  him  the 
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friendship  of  the  most  celebrated  literary  men  of 
the  time.  Pope,  Swift,  Gay,  Parnell,  Harley,  Bo- 
lingbroke,  and  others.  A fortunate  accident 
brougdit  him  to  the  notice  of  Queen  Anne,  who 
appointed  him  physician  to  the  court.  lie  was 
equally  distinguished  for  hissciciitiflc  attainments 
as  for  his  incomjiarable  wit,  and  what  does  not 
always  accompaii}'  such  a quality,  his  go(xluess  of 
heart.  He  was  the  author  of  sev^eral  political 
satires.  He  died  iu  February,  1735.  His 
treatise  on  an  economical  subject  is  his — 

Table  of  ancient  coim,  weighU,  and  men.mres, 
explained  and  exemplified  in  several  dU^ertations. 
London,  1727.  Second  edition,  with  an  appendix 
^ by  Dr.  Benjamin  Langwith,  1 754. 

A very  valuable  work,  containing  a great  deal 
, of  information  on  the  prices  of  all  sorts  of  things 

in  ancient  times. 

ARC,  PHILIP  AUGUSTE  de  Ste.  FOIX,  D’ 
— Natural  .son  of  a Count  of  Toulouse,  died  in 
1779,  at  Tulle,  leaving,  among  numerous  other 
works, — 

Histoire  du  Commerce  et  de  la  Navigation  des 
Anciens  et  des  Alodernes.  Two  vols.  only  printed. 
Paris,  1758. 

La  Noblesse  Militaire  opposee  a.  la  Noblesse 
^ Commer(;ante. 

''  Le  Pabiis  du  Silence,  conte  philosojihique,  avec 

nne  dissertation  historique  et  critique  sur  C ctablisse- 
went  des  colonies  de  la  Grece,  dan.'i  T Asie  Mineure. 
Translated  from  the  Greek  of  Cadmus  of  Miletus. 
Am.sterdam,  (Paris,)  1744. 

A ROE  RE,  LOUIS  ETIENNE,— Born  at 
Marseilles,  in  1698.  A priest  of  tlie  < tratory.  In 
1743  he  became  perj)etual  secretary  of  the  Royal 
Society  of  Agriculture  of  Rochelle,  and  Superior 
of  his  order.  Having,  in  conjunction  Avith  a friend 
who  die<I  iu  the  course  of  the  work,  published  a 
History  of  Ibiehelle,  he  obtained  a jiensioii,  aud 
was  appointed  a correspondent  of  the  Academy  of 
Inscriptions  and  Belles  I..ettres.  He  died  7th 
February,  1782.  He  also  published — 

Ij  Etat  de  r Agriculture  des  Ronutins  depuis  le 
commencement  de  la  Repuhlique  jusqiHau  siecle  de 
J.  Cesar.  Paris,  1777. 

Memoire  sur  la  necessitc  de  diminuer  le  nombre 
des  Fetes.  1763. 

ARCO,  GIAMBATTISTA  GHERARDO,  W 
— Born  at  Arco,  iu  the  Tyrol,  in  1739.  He 
studied  at  Mantmi,  Parma,  Avhere  he  became 
acquainted  with  Condillac,  and  at  Verona.  Re-  ■ 
turning  to  Mantua  he  became  a member  of  tlie 
Academy  of  Sciences,  founded  by  Maria  'I’lieresa. 
i Tlic  Academy  having  ]»roposed  as  a prize  subject 

ill  1771,  “The  equilibrium  Avhicli  ought  to  be 
established  between  the  industry  of  tlie  town  and 
the  country  with  regard  to  their  resjiective  inte- 
^ rests  and  wants,”  Arco  wrote  a di.'^sertatiou  “ On 

the  Politico-Economical  harmony  between  a Citv 
and  its  territory,"  which  gained  the  prize,  and 
much  public  rcimtaliou.  He  published  many  ' 
other  AV'orks  on  Political  Economy,  in  which  he  ! 
unreservedly  adopted  free  trade  opinions.  Jo- 
seph  11  appointed  him  governor  of  the  Duchy  of 
Mantua,  where  he  greatly  distinguished  himself 
by  his  good  administration.  lit*  founded  a school 
of  Agriculture  for  orplians,  and  expended  great 
sums  ill  charity  to  the  distressed  tvorkmen,  iu  the 
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severe  winter  of  1782.  He  died  in  1791,  having 
resigned  his  ofiice  some  years  previously.  His 
dissertations  on  Political  Economy  are — 

Deir  Armonia  Politico- Economica  trd  la  cittd 
e il  suo  territorio. — Del  diritto  ai  transiti. — DelV 
influenza  del  commercio  sopra  i talenti  e su  i costu- 
mi. — Deir  influenza  dello  .spirito  di  commercio  suit 
economia  interna  dei  pojmli,  e .sulla  prosperitd 
degli  Stati. — DelP  Annoua. — DeW  influenza  del 
Ghetto  nello  Stato. 

ARGELATI,  FILIPPO.— One  of  the  most 
cmiuL-ut  literary  men  of  his  time,  avils  lioru  at 
Bologna,  iu  1685,  a member  of  one  of  the  most 
ancient  families  of  the  city.  After  studying  tliere, 
he  Avent  to  Florence,  aiul  became  actiuaiiUed  Avith 
the  most  remarkable  perstms  there,  especially  the 
celebrated  Magliabecchi.  He  dcAOted  much  time 
and  labor  to  promote  the  jmblication  of  the  Avorks 
of  literary  and  scientitic  men,  amongst  others, 
Ulys.ses  AldovramU,  the  naturalist.  The  princi- 
]ial  one,  hoAve\er,  which  he  Avas  the  means  of 
]iresenting  to  the  Avurld,  Avas  Muratori’s  Rermm 
Italiearam  Seriptores.  Hearing  that  Muratori 
found  it  iuq)ossible  to  bring  his  great  Avork  out, 
beeau.se  there  Ava.s  no  press  in  Italy  AA'hich  could 
execute  it,  Argelati  found  that  ^lilaii  w;is  the  only 
jilace  Avhere  it  could  be  eflected.  Having  gone 
there,  he  formed  an  assix^iation  of  Milanese  gen- 
tlemen, Avho  each  subscribed  a considerable  sum, 
and  by  this  means  a suitable  priiiting-oflicc  was 
established,  aa  here  many  other  magiiilicent  Avorks 
where  published  besides  Muratori.  Argelati  died 
5th  January,  1755.  His  oavu  Avritiugs  on  Eco- 
nomics are — 

De  monetis  Italia  variorum  dissertatioTies  col* 
lecUe,  recewsiUe,  et  aueta.  Milan,  1750. 

Nummorum  series  tarn  anri  qmun  argenti  et  aris 
qni  in  offirind  monetarid  AMediolauensi  cusi  fuere, 
ab  anno  1348  ad  1750. 

ARISTOPHANES, — Born  about  456  B.C., 
died  about  3H0  B.C.  We  may  (juote  a remarka- 
ble passage  from  the  Frogs,  AA  hieh  contains  the 
earliest  notice,  iliat  Ave  are  aAvare  of.  of  an  econo- 
mical phenomenon  of  fundamental  importance, — 
That  goad  and  bad  coin  cannot  circulate  together, 
but  the  bad  coin  ivill  drive  out  the  good,  Iluring 
the  extreme  distress  caused  by  tlie  Pelojiomiesian 
Avar,  Allu*us  had,  for  the  first  time,  issued  a de- 
based gold  coinage,  tlie  consequence  Avas  that  the 
giMMl  mouey  immediately  disaiipoared  from  circu- 
lation. Aristophanes,  Frogs,  665,  says,  “ The 
State  has  very  often  ajipeared  to  ns  to  U*  placed 
ill  the  same  position  towards  the  g<x»d  and  noble 
citizens,  as  it  is  with  regard  to  the  old  currency 
and  the  iicav  gold.  For  we  make  no  use  at  all, 
either  at  home  or  abroad,  of  tliose  aa  Inch  are  not 
adulterated,  but  tlie  most  beautiful  of  all  money, 
as  it  Avould  seem,  Avhieh  are  alone  AVell  coined  and 
ring  properly,  but  of  this  base  copjier,  struck 
only  yesterday,  and  recently,  of  a most  villainous 
stamp.  And  such  of  the  citizens  as  Ave  know  to 
be  well  born  and  ttriulent,  and  lionorable  gentle- 
men, and  educated  in  tlie  pala*stra,  ami  chorus, and 
liberal  knoAvledge,  Ave  insult.  But  the  impudent 
and  foreigners,  am!  the  base  born,  and  the  rascal.s. 
and  tile  sons  of  rascals,  and  tliose  most  recently 
come,  Ave  enqilov." 

This  phenomenon,  Avhich  has  been  observed  in 
countless  instances  in  all  ages  and  couniries,  was 
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long  the  puzzle  of  statesmen  and  financiers.  Sir  i 
'J'homas  Gresham  was  the  earliest  person,  that 
we  are  aware  of,  who  discovered  the  connection 
between  the  fact  of  the  circulation  of  bad  money 
and  the  disapi>earance  of  the  g<n>d.  We  have 
therefore  called  it  Gresham's  Law  of  the  Cur- 
rency. ((trksiiam.)  It  is  one  of  the  fundamental 
laws  of  Political  Economy. 

ARISTOTLE^— Whom,  if  we  are  to  judge  by 
the  unexampled  iiiHuence  he  has  maiutaiiied  over 
the  opinions  of  mankind,  we  must  ]>ronounce  the 
most  distinguished  person  that  ever  lived,  was  the 
founder  of  the  Science  of  Political  Economy.  He 
was  born  h.C.  384,  in  Chalcidice,  at  Stagiriis,  on  , 
the  Strymonic  Gulf,  on  the  margin  of  the  /Egean 
Sea,  illustrious  as  the  cradle  of  all  European  litera- 
ture. His  father  Nicomachus,  one  of  the  /Escla- 
piadcT,  hereditary  professors  of  medicine,  was  the 
physician  and  friend  of  Amyntas,  king  of  Macedon. 
He  was  also  distinguished  as  a voluminous  writer 
on  Medicine,  Physiology,  and  Natural  History, 
and  these  studies  exercised  much  influence  over 
the  mind  of  his  son,  Nicomachus  died  while  his 
son  M'as  a minor,  and  left  him  under  the  guardian- 
ship of  Proxenus  of  Atarneus,  Avho  discharged  his 
office  with  greater  fidelity  than  such  persons  gene- 
rally do,  and  Aristotle  always  regarded  him  with 
the  warmest  afleetion  to  the  end  of  his  life.  At 
seventeen  he  came  to  Athens,  the  centre  of  the 
civilized  world,  when  Plato  was  at  the  height  i»f 
his  reputation.  That  great  teacher  had  just  left 
on  Ids  journey  to  Sicily,  where  he  staid  three 
years,  and  Aristcdle  ilevoted  himself  to  study, 
during  that  jieraid,  to  (pialify  himself  to  attend 
his  lectures  with  due  tirotit  on  his  return.  Aris- 
totle remained  at  Athens  for  a ]>eriod  of  twenty 
years,  and  amassed  during  that  time  those  unex- 
ampled stores  of  knowledge  which  have  rendered 
his  name  imimtrtal.  He  was  by  far  the  most  dis- 
tinguished i>u]>il  of  Plato,  Avho  called  him  “the 
soul  of  his  sclufol.'*  During  the  last  ten  years  he 
himself  gave  lectures  oii  Rhetoric  and  Politics, 
and  gathered  round  him  a circle  of  scholars. 

At  the  jieritfd  of  Plabfs  death,  Philip  of  Mace- 
don had  commenced  that  career  of  encroachment 
which  anuised  all  that  was  patriotic  at  Athens 
to  resist  him.  He  captured  many  of  the  Greek 
cities  in  (’haleidice,  amongst  others  Stagirus,  which 
was  destroyed,  and  the  inhabitants  s(tld  as  slaves. 
Aristotle,  as  a person  who  enjoyed  his  confidence 
and  friendship,  was  stMit  on  an  embassy  to  him 
which  had  not  much  success.  Himself  a foreigner, 
and  the  friend  of  the  Macedonian  King,  Aristotle 
jirobably  found  himself  an  object  of  susjiicion  and 
jealousy  to  the  Athenians,  and  found  it  conve- 
nient to  retire  for  a while  from  that  city.  He 
went  to  reside  at  tlie  Court  of  Ilermias,  tyrant  of 
Atarneus  in  Mysia,  who  had  been  one  of  his 
sclntlars  at  Athens.  The  predecessor  of  Ilermias 
had  taken  the  opinirtunity  of  throwing  off  the  yoke 
of  Perda,  when  th.A  i>ower  was  engaged  with  an 
insurrection  in  E;:y|>t.  As  sotni  as  the  (ireat 
King  liad  su]tpressed  that  revolt,  he  seat  to  chas- 
tise the  rebelliitus  cities  in  Asia  Elinor.  Ilermias 
was  defeated,  and  Atarneus  ca]>tured.  Aristotle 
succeeded  in  escai>ing  to  Mitylene,  along  with 
Pvlhias,  the  sister  of  Ilermias,  whom  lie  married. 
After  being  there  two  years  he  received  an  invi- 
tation from  Philip  of  Macedon,  to  superintend  the 
education  of  his  son  Alexander,  who  was  then  tliir- 


tecii  ycjirs  of  age.  This  invitation  he  accept<al 
n.  c.  342,  and  he  staid  in  Macedonia  seven  years, 
four  of  which  were  occii])ied  in  the  edvicationof  his 
jmpil.  He  had  a pleasing  op]iortuinty  of  showing 
ins  love  for  his  birthplace,  for  Plutarch  s:iys  that 
he  demanded,  as  the  price  (tf  his  instructions,  the 
rebuilding  of  Stagirus.  This  rcipiest  was  com- 
plied with.  The  citizens  who  were  in  exile  were 
recallctl,  and  those  in  captivity  were  redeemed. 
Philip  |>rei>ared  a grove  for  the  studies  and  litera- 
ry conversatunis  of  the  phihtsopher,  and  in  Plii- 
tarch’s  time,  the  stone  seats  and  shady  walks  fre- 
(piented  by  him  were  still  shewn,  and  the  grateful 
citizens  instituted  a festival  in  his  memory. 

AVIu  n Alexander  set  out  on  his  eastern  expe- 
dition, Aristotle  did  not  accompany  him,  but  sent 
with  him  his  nephew  Callisthenes,  an  honest,  Imt 
rough  and  imi>rudent  man,  who  did  m>t  know  how 
to  accommodate  himself  to  the  i><>sition  he  was 
placed  in.  Aristotle  himself  returned  to  Athens, 
after  an  absence  of  twelve  years.  The  successors 
of  Plato  held  the  Academy,  so  Aristotle  o])ened 
his  school  at  the  Lyca;um,  near  the  temple  and 
grove  of  Apollo  Lyceus.  He  was  of  feeble  health, 
so  he  delivered  his  lectures  walking  n])  and  down 
the  shady  paths  (TrcptTraroi),  whence  his  tbllowers 
were  called  Peripatetics.  Here  he  remained  thir- 
teen years,  and  during  that  time  the  gi'eater  part 
of  his  works  were  compttsed.  During  this  time, 
we  may  believe  that  he  attained  the  summit  ot 
hmmin  felicity,  if  ever  any  man  did.  The  Mace- 
donian party  was  ujipermost  at  Athens,  and  the 
philosopher,  with  stainless  name,  attended  by 
crowds  of  admiring  disciples,  enjoyed  everything 
that  AAealth  or  fame  could  give.  Alexander  Ls 
I said  tc  have  given  him  800  talents,  or  £200,000, 
and  ]>ut  several  thousands  of  men  at  his  command 
in  all  ijuarters  <if  his  empire,  to  procure  materials 
for  his  Natural  History,  which  was  written  at  his 
request.  For  these  thirteen  years  Arist(4le  reigned 
without  a rival.  But  during  the  latter  part  ot  it, 
the  frii  iidship  between  him  and  his  jmpil  sustained 
some  diminution,  in  consequence  of  the  imjiru- 
deiice  of  Callisthenes,  who  could  never  taine  down 
his  rough  honesty  to  the  level  of  the  servile 
adorers  of  the  conqueror,  and  at  last  jirovoked 
his  own  destruction. 

AVIu'ii  the  astounding  news  of  the  death  of 
Alexamler  was  sjiread  through  Greece,  the  jiojm- 
lar  party  made  a last  vain  effort  for  Pan-Hellenic 
imlejietidence.  Insj)ired  by  the  burning  eloquence 
of  Demosthenes,  Greece  fought  its  last  tight  for 
liberty,  and,  under  the  command  of  Leosthenes, 
a transient  gleam  of  success  crowned  their  arms. 
The  anti-Macedonian  party  jirevailed  for  a short 
time,  and  evil  days  fell  ujioii  the  Philosojdier. 
The  leaders  of  the  fallen  j>arty  were,  as  usual,  pro- 
scribed. The  immaculate  character  of  Aristotle 
gave  no  hold  for  the  calumnies  of  politicians,  but 
some  riagilious  wretches  instituted  a prosecution 
against  him  for  blasjdiemy,  for  having,  as  they 
said,  jiaid  more  than  mortal  honor.s  to  the  memory 
of  Ilermias  and  Pythias.  The  Philosojdier,  then 
in  the  decline  of  life,  and  broken  in  health,  saying  to 
his  friends,  “Let  us  leave  Athens,  and  not  give  the 
Athen  ians  a second  opj>ortunity  to  commit  sacrilege 
against  jdiilosojdiy,”  abandoned  the  scene  of  his 
glory,  and  renjoved  with  his  projierty  to  Chalcis, 
I ill  Eulia*a,  where  some  of  his  relatives  lived,  and  his 
i jiolitical  friends  were  in  jmwer.  Safe  from  the 
malignity  of  his  eneiuics,  all  they  could  do  was  to 
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weak  their  vengeance  on  him,  by  the  harmless 
insult  of  rejiealing  a former  vote  of  tlie  jioople  in 
his  honour,  and  condemning  him  to  death  in  his 
absence.  But  a more  powerful  enemy  than  the 
Athenians  had  him  in  his  grasp.  A long-standing 
disease  of  the  intestines  carried  him  off  in  his 
sixty -second  year,  in  August,  b.c.  322,  and  two 
months  later,  the  last  scene  of  free  Greece  being 
played  out,  Ins  immortal  ojiponent  Demosthenes, 
was  added  another  illustrious  victim  to  the  Mar- 
tyrology  of  faction.  Thus,  in  the  sjiace  of  little 
more  than  twelve  months,  three  of  the  most  trau- 
scendant  intellects  the  world  ever  saw,  were 
extinguished. 

This  eminent  philosopher,  who  combined  within 
himself,  digested,  and  systematized  all  the  learning 
and  science  of  his  time,  was  the  true  founder  of 
Social  Philosophy.  His  entire  works  are  said 
by  Diogenes  Laertius  to  have  exceeded  450,000 
lines,  but  the  only  ones,  of  course,  we  can  notice,  are 
those  which  relate  to  our  jireseiit  subject.  Aud  it 
is  greatly  to  be  lamented,  that  they  have  come 
down  to  us  in  an  incomjilete  and  fragmentary  form, 
if  indeed  they  are  anything  more  than  abstracts 
of  his  lectures.  Tlie  Politics  is  inconijilete,  and 
critics  unuiiimously  pronounce  the  second  book  of 
Economics.,  which  is  printed  with  his  works,  to  be 
sjnirioiis,  aud  many  attribute  the  first  book  to 
Theoj)lirastus.  And  it  is  even  said  that  the  ori- 
ginal text  of  the  three  hist  chajiters  of  the  first 
book,  and  all  the  second,  is  lost,  and  were  trans- 
lated into  Greek  by  Aretinus,  from  a Latin  ver- 
sion. Diogenes  Laertius  only  mentions  one  book 
of  Economiesy  but  others  mention  two.  No  one 
has  mentioned  any  one  else  to  whom  they  ought 
to  be  a.ssigued.  Aud  we  may  perhaps  fairly  con- 
sider them  to  be  either  by  some  scholar  of  Aris- 
tetle  who  took  notes  of  his  master's  lectures,  or 
they  may  be  a sketch,  or  common  jilace  book  of 
Aristotle’s  own,  containing  examjdes  which  he 
collected  for  his  use  when  he  should  complete  his 
treatise  at  some  future  jieriod.  The  draught  of 
the  Politics  was  uot  tiuished  at  his  death,  and  the 
second  book  of  the  Economics,  after  the  first  chaji- 
ter,  is  luerely  an  unconnected  collection  of  in- 
stances in  which  a variety  of  persons,  and  states 
ot  all  sorts,  tyrannical,  coastitutional,  and  republi- 
can, jirovided  themselves  Avith  money  on  certain 
occasions.  A'ery  similar  cases  arc  brought  for- 
Avard  in  the  Politiesy  I.  c.  xi.  So  that  it  appears 
quite  jiossible  that  they  might  have  been  materials 
Avhich  Aristotle  collected,  to  be  used  in  his  regular 
treatise,  as  might  seem  advisable.  Be  that  as  it 
may,  hoAA’ever,  the  Avork  is  interesting  as  it  is  the 
first  that  coiitainsthe  iiameof  Political  J^coxomy, 
and  iu  his  Treatises  on  S<xnal  I’hilosojihy  are 
Contained  the  toundationsof  all  modern  systems  of 
Political  Economy,  botli  those  Avhich^ake  the 
Avidest,  and  those  Avhich  take  the  narruAvest  view 
ot  the  objects  aud  limits  of  the  science. 

A\  e shall  endeUA'our  to  trace  briefly  a general 
outline  of  his  ideas  on  the  subject  of  Politics, 
Economics,  and  Political  l*-coaomy,  though  it  is 
not  alAvays  easy  to  folloAv  him,  because  he  is  not 
always  uniform  and  consistent  Avith  himself  iu  the 
use  of  these  terms,  and  they  are  often  so  mixed 
uj)  together,  as  not  to  be  easy  to  render  a clear 
(lelinitiou  Avhich  shall  always  be  accurate.  The 
foiloAviug  Avill,  AA'e  hoj>e,  be  found  sufficiently 
correct. 

Aristotle  considers  social  jihilosophy  or  political 
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science,  in  its  most  genera!  sense,  to  be  the  “chief 
and  most  excellent  of  all,”  (' Pol.  I.,  1,^  and  to  be 
“ the  chief,  aud  especially  the  master  science,” 
(Nichomach.  Ethiesy  L,  '2.)  and  in  its  most 
comprehensive  sense  to  include  three  dh'isions: 
Ethiesy  Avhich  treat  of  the  regiilatiou  of  the 
individual  man;  Ecomtmiesy  which  treat  of  the 
regulation  and  management  of  families;  and  Poli~ 
tiesy  which  treat  of  the  regulation  of  the  .society  of 
families,  or  the  state.  The  AA'ord  politics,  then, 
he  uses  sometimes  in  the  extensive  sense  of  in- 
cluding the  other  Iaa'o,  and  sometimes  in  the  nar- 
rower one  of  excluding  them. 

Again,  tlie  word  Economy y in  its  original  and 
most  coinjirehensive  sense,  includes  everything 
which  relates  to  tlie  regulation  and  g<x)d  of  the 
family  or  household.  And  tliis  clearly  includes 
two  sejiarate  brandies,  1st,  the  ruling  or  governing 
the  household,  and  2nd,  jirovidiiig  for  its  mahite- 
uauce.  But  the  acijuisitiou  of  subsistence  is 
manifestly  the  lirst  requisite  toAvards  ruling  it. 
“ Some,  therefore,”  he  says,  “ identify  the  acqui- 
.sition  of  subsistence  Avith  economy,  Avhile  others 
consider  it  as  the  chief  jtart  of  it,  1 mean  the 
acquisition  of  Avealth,”  ( Pol.  I.,  3.^ 

He  then  says  that  the  household  consists  of 
freemen  and  slaves,  and  having  discussed  the 
different  methods  of  ruling  a hoiLsehold  he  treats 
ot  slaves,  and  as  slaA’es  are  a jiortion  itf  jiroperty, 
he  then  inquires  into  the  nature  of  jiroperty  iu 
general,  f PoL  I.,  8.^  .^Vnd  again,  he  says,  “ some 
may  question  Avhethertlie  acquisition  of  Avealth  is 
the  same  thing  as  economics,  or  Avhether  it  is  j>art 
of  it,  or  something  subservient  to  it,  ami  if  so,  in 
what  manner.”  “It  is  exident,  hoAvever,”  he 
says  “ that  economics  is  not  the  same  as  the  art 
of  getting  AA'ealth;  for  it  is  the  business  of  the 
latter  to  acquire  it,  and  of  the  former  to  use  it. 
P'or  Avhat  art  is  there  to  use  what  is  in  the  house, 

! besides  economics?  But  3*et  it  is  doubtful  Avhether 
the  getting  of  Avealth  is  jtart  of  economics,  or 
another  kind  of  thing  ” In  Chapter  10  he  still 
further  goes  on,  and  saj's,  “ it  is  clear  Avhether 
getting  Avealth  is  part  of  economics  or  jtolitics,  for 
as  Jtolitics  does  not  make  men,  but  takes  them 
fntm  nature,  and  uses  them  as  she  finds  them,  so 
ought  nature^  Avhether  it  be  the  earth,  or  the  sea,  or 
anything  else,  to  snjtply  them  Avith  jirovisious, 
and  it  is  the  business  of  the  master  of  the  house 
(economist)  to  manage  them  jtrojterly ; for  it  is  not 
tlie  Aveaxer's  business  to  make  the  xvoi:tl,  but  to 
use  it,  and  to  distinguLh  xvliat  is  good  and  useful 
from  is  xvhat  is  bad  ami  useless.” 

From  this  priucijtal  idea  of  economics  being 
chiell^'  concerned  in  obtaining  xvealth,  a nexv 
arrangement  of  the  subject  unfolds  itself,  Avhichhe 
has  adopted  in  his  SA'stematic  treatises.  In.steud 
of  the  original  order  of  ethics,  economics,  politics, 
or  the  regulation  of  man  regiu*ding  himself,  his 

household,  and  the  State,  xve  have  it  thus, 

Ethiesy  as  bef(n-e,  the  relatitm  of  man  toxuirds 
himself;  Pol'.ticsy  the  relation  of  man  toAvimls 
others  in  a social  cajiacity,  both  jirivate  and  jmbliu 
the  family,  and  the  State ; and  Economiesy  the 
relation  of  man  iu  both  cajiacities  toxvards  jiro- 
jiertv. 

This,  then,  appears  to  be  the  broad  general 
outline  upon  xvhich  the.se  three  treatisi's  are  con- 
structed. Yet,  in  treating  of  them  at  length, 
parts  of  each  of  them  xvill  be  found  incidentally 
necessary  to  the  consideration  of  each  of  the 
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others,  so  that  each  of  them  will  be  found  to  be  so  ' 
intertwined  and  interlaced  with  the  others,  that  1 
they  must  all  be  studied  tofrether.  Thus,  in  the 
Ethics,  ill  the  discussion  of  what  happiness  con- 
sists in,  tile  question  naturally  arises  whether 
wealth  conduces  to  happiness.  This  leads  to  the 
consideration  of  the  nature  of  money  and  its  uses. 
So,  in  the  discussion  of  Liberality  (iv.  1,  2),  the 
nature  of  property  or  wealth  is  discussed.  And 
in  treating  of  Justice  (v.  5),  he  is  led  to  the  con- 
sideration of  the  equality  of  services  rendered 
between  man  ami  man,  ami  this  involves  the  whole 
theory  of  Value.  He  says  that  civil  society  is 
held  together  by  mutual  exclianges,  and  this  leads 
him  to  show  tliat  there  must  be  some  common 
measure  of  value,  which  is  Money.  In  the  fur- 
ther development  of  the  question  he  discusses 
many  things  which  more  appropriately  belong  to 
IHilitics. 

Again,  in  the  Politics,  where  he  considers  man 
ill  his  social  relations,  he  starts  the  question  what 
his  duties  and  ollices  are  in  his  character  of  the 
heu<l  of  a household,  ami  this,  as  we  have  seen, 
leads  him  to  discuss  the  true  meaning  of  the  words 
Econotmf  ami  Economics^  then  to  consider  the  art 
of  getting  wealth  and  then  whe- 

ther a community  of  property  is  good  or  bad  for 
a State.  And  in  this  treatise  he  considers  man  in 
relation  to  his  wife  and  slaves,  chiefly  as  persons, 
though  tlie  latter  partly  as  property. 

Lastly,  in  the  Economics,  which  is  expressly 
on  till*  relation  of  men,  both  in  their  private 
capacity  of  individuals,  and  their  public  capacity 
a.s  the  State,  towards  property,  he  considers  man 
in  relatimi  to  his  Avife,  as  having  rule  over  her, 
ami  to  his  slaves  as  absolute  proj»crty.  The  pro- 
vince of  Economics,  he  says,  is  both  to  found  a 
family  and  to  enjoy  it,  ami  the  parts  of  a hoiisc- 
hold  are  a man  ami  his  possessions.  In  Chap. 
6 he  says  that  there  are  four  qualities  which 
the  master  of  a household  ought  to 

possess  regarding  Avealtli.  Thu.s,  the  word  Eco- 
nomy gi’adnally  slides  almost  exclusively  into 
the  meaning  of  Avealth,  ami  in  the  second  book, 
if  it  be  by  him,  lie  says  that  there  are  four 
kinds  of  economy  or  modes  in  Avhich  ditferent 
bodies  acquire  Avealth.  The  regal,  the  satra- 
l>ical,  the  Political,  and  the  domestic.  The 
flrst  two  relate  to  tlie  maimer  in  Avhich  a mo- 
narchical or  despotical  go\'eniment  obtains  its 
revenue,  the  third  Iioav  a free  state  (ttoXic)  raises 
a revenue,  and  the  last,  hoAv  a private  man  makes 
an  income.  Hence,  Ave  si'C  that  the  expression  Po- 
litical Economy  in  this  treatise,  in  Avhich  it  is 
flrst  used,  denotes  the  method  in  mhich  a free 
State  raises  a I'erenue.  And  the  sense  attributed 
to  Economy  ill  this  book  exactly'  agrees  Avith  that 
ado|»ted  by  Adam  Smith  in  the  introduction  to 
B.  IV.  oftlu*  Wealth  of  yations.  “Political  Eco- 
nomy, as  a branch  of  the  science  of  a statesman 
or  legislator,  iiroposes  tAA'o  distinct  objects,  flrst  to 
provide  a plentiful  revenue  or  subsistence  for 
the  peoi>le,  or,  more  properly,  to  enable  them 
to  ])rovide  each  a revenue  or  subsistence  for 
theinseh  es,  and  secondly  to  siqijily  the  State  or 
Coimmmwvalth  Avith  a revenue  suificient  for  the 
public  .services.'’  Thus  Adam  Smith  combined 
the  four  sorts  of  Economy,  and  gave  them  the 
general  name  of  Political  kcoiiomy. 

We  have  seen  (Preliminary  Discourse)  that 


the  earliest  modern  author  who  uses  the  term 
Political  Economy,  Montchretien,  employs  it 
much  iu  the  same  sense.  But  the  founders  of  the 
modern  science  of  Political  Economy  used  it  iu  a 
very  much  Avider  sense,  to  denote  the  social  rela- 
tions of  men  to  the  State,  to  each  other,  and  to 
property,  or,  iu  other  AAords, they  joined  the  politics 
and  economics  of  Aristotle  into  one  subject,  and 
considered  it  as  one  great  science,  Avliich  they 
called  Political  Economy. 

The  preceding  section  Avill,  aa'C  trust,  be  found 
to  give  a sutEciently  accurate  notion  of  the  ideas 
of  Aristotle  on  the  subject.  The  great  difliculty 
consists  in  pursuing  the  changes  of  meaning  that 
words  gradually  assume,  and  the  subtle  and  some- 
times OA'crfiue  distinctions  raised,  Avhich  arc  sub- 
sequently OA'erlooked  and  abandoned.  The  most 
ardent  admirer  of  Aristotle  must  admit  that  he 
does  not  ahvays  maintain  that  rigorous  accuracy 
and  consistency  in  the  use  of  terms,  Avhich  is 
indispensably  necessary  in  science.  The  ditferent 
shades  of  meaning,  too,  attributed  to  the  ditferent 
I words  relating  to  Avealth,  are  also  a source  of  some 
I pei*plexity,  and  require  much  attention.  Thus, 
yj){)^aTa  sometimes  means  utilities,  or  Avealth  in 
general,  and  sometimes  money  iu  particular.  It 
may  be  useful  to  eiideuA'our  to  exhibit  the  ditferent 
shades  of  meaning  of  the  ditferent  words. 

OiKovoyiia,  ohcm'o^iKjj. — The  art  of  managing 
a household,  which  is  divided  into  tAvo  branches, 
first  the  art  of  ruling  it,  and  secondly  the  art  of 
providing  subsistence  for  it;  hence  the  art  of  using 
wealth  already  acquired,  ami  lastly  the  art  of 
acquiring  wealth  or  subsistence. 

— Anything  that  may  be  possessed — pos- 
sessious  in  general — wealth.  Krijfxais  very  rarely 
if  ever  applied  to  mo?tey^  and  it  is  sometimes  used 
in  opposition  to  xfojfxa.ns  iu  Plato  De  Legg,,  Kryfjia 
Kcti  property  in  kind,  and  iu  money. 

KrtiTikn)  comprehends  the  art  of  using  acquisi- 
tions, and  also  the  art  of  acquiring  Avealth  or 
utilities,  and  this  art  is  divided  into  three  branches, 
1,  the  natural  i.e.  the  increase  of  the  products  of  the 
soil  and  animals  ; *2,  from  commerce  ; 3,  an  inter- 
mediate species,  from  forests  and  mines.  And  the 
second  or  commercial  branch  is  subdivided  into 
three  varieties,  from  trading,  from  usury,  and  from 
the  Avages  of  labor. 

Xpi//ia — Any  thing  that  may  be  used, or  that  pos- 
sesses utility,  hence  wealth  in  general,  or  things 
Avhose  A’alue  is  measured  by  money  ; hence,  often 
money  in  particular,  as  the  object  Avith  Avliich  the 
idea  of  Avealtli  is  most  jmpularly  associated. 

Xf)f///tm<mM/-—The  art  of  acquiring  Avealth 
or  utilities  in  general,  and  money  getting. 

IlXoi/roc. — Abundance,  riches,  Avealth,  connect- 
ed Avith  TToXvQ,  7r\(OV- 

— Coined  money,  from  uojuoc — that 
which  is  appfdnted  by  laAv  as  the  equivalent  for 
commodities  and  services  in  general. 

W c shall  noAv  give  such  extracts  from  these 
treati.ses  as  are  sufficient  to  sIioav  Aristotle’s  ideas 
iqiou  the  fundamental  conceptions  of  the  modern 
science  of  Political  Economy. 

Xicomachean  Ethics, — Book  iv.  Chap.  1. 

And  we  call  Avealth,  all  things  whose  value  is 
measured  by  money. 
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Xpyfxara  H Xiyofxey  iraira,  otruty  >/  afia 
ro^iafian  ^ETpetrai. 

Book  IV.  Chap.  3. 

Noav  the  term  Value  is  used  in  reference  to 

EXTERNAL  gOods. 

H S'  uita  XiyeraL  irpoQ  ra  iicrbs  ayada. 


Book  V.  Chap.  5. 

But  in  the  community  of  exchanges,  such  an 
idea  of  justice  as  a proportionate,  and  not  an 
equal  retaliation,  holds  men  together.  For  socie- 
ty holds  together  by  means  of  a proportionate 
recijirocity  of  services.  For  either  they  seek  to 
return  evil  for  e\'il,  (for  it  seems  a species  of 
slavery,  if  they  cannot  revenge  themseh’es,)  or  to 
return  good  for  good,  for  if  not,  there  is  no  mutual 
exchange,  and  by  this  mutual  exchange  of  service 
they  hold  together.  Therefore,  too,  they  build 
the  temple  of  the  Graces  in  the  highAvays,  that 
kiudue.ss  may  be  requited,  for  this  is  peculiar  to 
gratitude.  For  it  is  right  to  return  a serAuce  to 
the  person  avIio  has  done  us  one,  and  then  to  be 
the  first  to  do  the  next  one.  And  diagonal  con- 
junction produces  a jiroportionate  return.  Thus 
let  a builder  be  A,  a shoemaker  B,  a house  C,  and 
a shoe  D.  The  builder  then  should  receive  from 
the  shoemaker  some  of  his  work,  and  give  him 
Some  of  his  oavii  iu  return.  Then  if  there  be 
proportionate  equality  at  first,  and  then  an  ex- 
change takes  place,  there  Avill  be  what  we  have 
said.  If  not,  there  is  no  equality,  and  such 
dealings  cannot  go  on.  For  there  is  nothing  to 
prevent  the  work  of  the  one  being  better  than 
that  of  the  other.  But  these  must  be  equalized. 
And  this  is  true  in  the  case  of  other  arts  also. 
For  they  avouUI  come  to  an  end,  unless  the  things 
wiiicli  each  reciprocally  gives  and  receiA’es,  Avere 
equal  in  quality  and  quantity.  For  there  is  no 
commercial  dealing  betAveen  tAvo  physicians,  but 
betAveen  a physician  and  a fiirnier,  and  generally 
between  persons  of  different  and  dissimilar  occu- 
pations. But  iieA^ertheless  these  must  be  equal- 
ized. Wherefore  there  must  be  some  AA-ay  of 
measuring  all  things,  which  can  be  exchanged, 
and  from  this  necessity  came  the  use  of  money. 
And,  it  is,  in  a sense,  a medium,  for  it  measures 
all  things,  both  their  excess  and  their  defect; 
how  many  shoes  for  instance  are  equal  to  a house 
or  food.  As  the  builder  then  is  to  the  shoemaker, 
so  must  the  shoes  be  to  the  house,  or  to  food. 
For  if  it  be  not  so,  there  can  be  no  exchange,  or 
common  dealing.  And  this  cannot  take  place 
unless  the  things  are  in  some  Avay  equal.  It  is 
therefore  necessary,  as  was  said  before,  that  all 
tliiugs  should  be  measured  by  some  one  thing. 

And  this  thing,  in  truth,  is  the  necessity  or  the 
DEMAND,  Avhich  holds  together  all  commercial 
dealing.  For  if  men  wanted  nothing,  or  not  to 
tlie  same  degi'ee,  there  AA'ouid  be  no  exchange,  or 
not  to  the  same  amount'.  And  money  has  become, 
conventionally  as  it  Avere,  a substitute  for  the 
demand  ; and  for  this  reason  it  is  called  rofufr^a, 
or  legal  tender,  because  it  is  not  so  by  nature,  but 
by  hiAA',  v6f.io)f  and  it  is  in  our  poAver  to  change  it 
for  something  else,  and  render  it  useless.  AVhen 
these  things  then  are  equalized,  there  A\  ill  be  an 
equal  exchange  of  services.  So  that  as  the  fanner 
is  to  tlie  shoemaker,  so  is  the  Avork  of  the  shoe- 
maker to  the  Avork  of  the  farmer.  And  Avhen 


they  make  an  exchange,  it  is  necessary  to  bring 
them  to  the  form  of  a proportion,  tor  if  not,  one 
extreme  avLII  have  both  differences,  i.e.,  one  party 
will  receive  more  and  give  less  than  he  ought,  and 
the  other  will  receive  less,  and  give  more  than  he 
ought.  But  wheu  they  haA'c  their  OAvn,  they  are 
equal,  and  can  have  dealings,  because  this  equality 
can  take  place  betAveen  them.  Let  the  farmer  be 
A,  the  food  C,  the  shoemaker  B,  and  his  production 
made  equal  to  the  farmer’s  production,  D.  For 
if  they  could  uot  thus  make  an  equal  mutuality  of 
services,  there  could  be  uo  dealings  between  them. 
Noav,  it  is  clear  that  necessity  or  deniaud  is,  as 
it  were,  the  one  thing  Avhich  holds  commercial 
dealings  together,  because  Avhen  they  have  no 
want  of  each  other,  either  both  or  one  of  them, 
they  do  uot  exchange,  as  they  do  Avheu  one  has 
what  the  other  wants.  As  for  instance,  when 
those  Avho  Avaut  Avine  gi\e  corn  in  exchange. 
These  things,  therefore,  must  be  made  equal. 

But  with  regard  to  a future  exchange,  (if  Ave 
Avaut  nothing  at  present,  that  it  may  take  place 
AA'heu  Ave  do  Avant  something)  money  is,  as  it 
were,  onr  security.  For  it  is  necessary  that  he 
Avho  brings  it,  should  be  able  to  get  what  he  wants. 
But  even  money  itself  is  liable  to  the  same  thing 
as  otiur  eomniodities,  because  it  is  not  ahvays  of 
equal  value,  but  yet  it  is  more  likely  to  A’ary’less. 
Therefore  there  must  be  some  AA’ay  of  estimating 
the  value  of  all  things,  for  so  there  can  ahvays  be 
an  exchange,  and  if  this,  then  commercial  dealings. 
And  money  made,  as  it  were,  a common  measure, 
equalizes  them.  For  there  cau  be  no  commerce  if 
there  be  no  exchange,  nor  any  exchange  if  there  be 
uo  equality,  nor  auy  equality  if  there  be  no  com- 
mon measure.  And,  iu  truth,  it  is  not  jiossible  that 
things  Avhich  differ  so  much  should  be  comineii- 
sifi-able.  But  so  far  as  regards  the  want  of  them, 
this  may  be  possible.  And  there  mu.<t  be  some 
one  thing  fixed  upon  by  common  consent.  There- 
fore it  is  called  yofiiofia,  legal  tender,  for  it  makes 
all  things  commensurable.  For  all  things  are 
measured  b}'  this  legal  standard.  Let  a house  be 
A,  teu  mime  B,  a bed  C,  and  let  A be  half  B,  if 
the  value  of  a house  be  equal  to  five  mina^  And 
let  the  bed  C be  Avorth  the  tenth  part  of  B.  It  is 
clear,  therefore,  hoAv  many  beds  are  equal  to  a 
house,  namely  five.  And  it  is  clear  that  this  aa  os 
the  iuoiie  of  exchange,  before  the  invention  ot 
money,  for  it  makes  no  difiereiice  Avhether  five 
beds  be  given  for  a house,  or  the  value  of  five 
beds. 

Politics. — Book  I.  Chap.  3. 

A complete  household  consists  of  freemen  and 
shiA'Cs.  ♦ * * Noav  there  is  part  which 

some  consider  as  absolutely  identical  Avith  eco- 
tiuiiiy  (the  management  of  a household),  and 
others  as  the  most  importaut  jtart  of  it.  And  we 
must  inquire  how  tlie  matter  stands,  I mean  Avhat 
is  called  the  art  of  getting  Avealth. 

Book  I.  Chap.  4, 

Since,  then,  property  is  part  of  the  household, 
so  also  must  the  art  of  getting  Avcaltb  be  a part  of 
economy,  (or  the  management  of  the  household,) 
because,  Avithoiit  necessaries,  it  is  not  possible  to 
live,  or  to  Hax*  well.  And  since  in  the  arts  which 
have  a particuhu*  purjiose,  it  is  necessary  to  siqi- 
ply  them  Avith  suitable  instruiueiit.s,  if  the  work 
is  to  be  accomplished,  so  it  is  in  Economics.  But 
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some  instruments  are  inanimate,  and  others  are 
animate.  Thus,  to  the  j)ilot  the  helm  is  inanimate 
but  the  look-out  man  animate^  so  too  in  the  arts  a 
workman  is  a species  of  instrument.  So  also 
property  is  an  instninieiit  in  regard  to  living,  and 
wealth  is  a multitude  of  instruments,  and  a slave 
is  a living  j>roperty,  and  every  workman  is  an  in- 
strument above  all  other  instruments.  Kor  if  every 
instniinent  being  bid  or  atiticipating  an  order,  could 
accomi)Iish  its  work,  as  they  talk  of  the  Statues  of 
Du'dalus  or  the  tripods  of  Vulcan,  which  the  Poet 
says  came  of  their  own  accord  to  the  assembly  of 
the  gods,  so,  if  the  shuttles  wove  of  themselves, 
and  the  plectrum  would  play  on  the  lyre,  the 
artificers  would  want  no  workmen,  and  the  master 
no  slaves.  Xow,  what  we  call  instruments  are 
things  for  the  purpose  of  making  something  else, 
but  property  is  itself  to  be  used.  For,  from  the 
loom,  something  comes  besides  its  use,  but  from 
clothing  and  a bed  only  its  use. 

Book  I.  Chap.  8. 

And  since  a slave  is  a part  of  property,  we  shall 
make  a thorough  in<iuiry  into  the  nature  of  pro- 
perty in  general,  and  the  art  of  gaining  we-alth,  in 
the  manner  we  Lave  already  laid  down  for  our 
guidance,  lirst,  then,  some  might  be  in  doubt 
whether  tlie  art  of  getting  wealth  is  the  same 
thing  as  economics,  oi’  a part  of  it,  or  subservient 
to  it.  And  if  subservient,  whetlier  it  is  so,  as  tlie 
art  of  making  shuttles  is  to  the  art  of  weaving, 
or  as  the  art  of  making  bronze  is  to  the  art  of 
making  statues.  For  they  are  not  subservient  in 
the  same  way,  but  one  sujijtlies  the  instruments, 
and  the  other  the  materials.  And  I mean  bv  ma- 
terials, the  stiift'  out  of  which  the  work  is  formed, 
as  wool  to  the  weaver,  and  bronze  to  the  caster  of 
statues.^  So  that  it  is  clear,  that  the  art  of  getting 
wealth  is  not  identical  with  economics.  For  it  is 
the  duty  of  the  former  to  provide,  and  the  latter 
to  use.  For  what  art  is  there  in  using  what  there 
is  in  the  house,  except  economics  ? And  still  it 
may  be  doubtful  whether  it  is  n part  of  it,  or  a 
dirtereut  species.  For  if  it  is  the  business  of  him 
who  is  seeking  wealtli,  to  discern  whence  wealth 
and  projterty  are  to  be  got,  and  }>roperty  and 
wealth  include  many  difierent  kinds,  it  must  first 
be  settled  whether  agi-icnlture  be  a juirt  of  the  art 
ot  getting  Wealth  or  something  difierent,  and 
whether  the  care  and  acquisition  of  subsistence 
in  general,  is  so  or  not.  * ♦ * ♦ 

So  also  it  is  clear  that  we  may  say,  that  plants 
were  made  for  the  sake  of  animals,  and  other 
animals  made  for  the  sake  of  man ; the  tame  for 
our  use  and  subsistence,  and  the  wild,  if  not  all, 
at  least  the  greater  part,  for  the  sake  of  food  and 
other  uses,  in  order  that  we  may  have  clothing' 
and  other  instruments  from  them.  Since,  then^ 
Nature  makes  nothing  without  an  object,  and  no- 
thing in  vain,  it  necessarily  follows  that  .she  has 
made  all  these  things  for  the  sake  of  man.  'Where- 
tore  even  war  seems  to  be  in  some  measure  a 
natural  mode  of  acriuiring  wealth.  For  hunting 
is  a part  of  it  which  mc  are  obliged  to  einjiloy 
against  wild  beasts,  and  against  such  men  as 
being  born  to  be  slaves,  are  unwilling  to  submit 
U)  it.  And  such  a war  is  natural  and  just.  That 
form  only,  then,  of  acquiring  wealth,  which  is  ac-  ! 
cording  to  nature,  is  a part  of  Economics,  which  j 
ought  either  to  supply  it,  ur  those  onglit  to  cause 
it  to  be  supplied,  whose  duty  it  is  to  keep  in  store  ' 
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an  abundance  of  things,  which  are  necessary  and 
useful  to  the  subsistence  of  the  cumniunity,  both 
as  a ^tate  and  as  a family.  And  true  wealth 
seems  to  consist  in  these.  And  an  independent 
property  sufficient  fur  a hapjiy  life  is  not  bound- 
less, as  Solou,  the  poet,  says — 

“[And  of  wealth  men  set  no  bounds  to  themselves.” 

For  there  is  a bound  to  this,  as  to  other  arts ; for 
in  no  art  whatever  are  the  instruments  bomulless, 
either  in  number  or  magnitude.  But  wealth  is  a 
multitude  of  instruments,  b«)th  economical  and 
political.  So  that  there  clearly  is  a natural  mode 
of  acquiring  wealth,  both  in  domestic  and  i)ublic 
economy,  and  the  reason  is  plain. 

Book  I.  Chap.  9. 

There  is,  too,  another  mode  of  acquiring  pro- 
perty, which  men  especially  call,  and  it  is  Just  to 
call  it  so — the  art  of  gaining  wealth,  by  which 
there  seems  to  be  no  bounds  to  riches  and  jiro- 
perty.  This  many  persons  consider  to  be  the 
same  as  what  has  just  been  spoken  of,  on  account 
of  its  near  affinity  to  it.  But  though  it  is  not 
exactly  the  same  as  the  art  which  has  been  spoken 
of,  it  is  yet  not  very  difierent  from  it.  For  the 
former  comes  by  nature,  and  the  latter  not  by 
nature  but  rather  by  some  experience  and  art. 
And  fit  ns  commence  our  enquiry  into  it  from 
this  point.  Every  po.sscssion  has  two  uses,  both 
indeed  appropriate,  but  not  equally  so.  For  one 
is  peculiar  to  the  thing,  but  the  other  is  not  pecu- 
liar to  it.  Thus  a shoe  may  be  worn,  or  it  may  be 
exchanged.  For  the  shoe  may  be  used  both  ways. 
For  he  who  exchanges  it  with  any  one  who 
wants  a shoe  for  money,  or  food,  uses  it  n\>  doubt 
as  a sljoe,  but  not  according  to  its  jjeciiliar  use. 
For  it  was  not  made  for  the  purpose  of  being  ex- 
chaiigeti.  And  the  same  things  hold  good  regard- 
ing all  other  property.  Exchanges  of  all  things 
go  on,  which  first  sprung  from  natural  circum- 
stances, as  some  men  have  more,  and  others  less 
than  what  they  require.  Hence,  it  is  evident  that 
retail-dealing  is  not  a natural  mode  of  acquiring 
wealth.  For  men  were  obliged  to  use  exchanges 
in  order  to  obtain  what  was  necessary  for  them. 
It  is  clear,  then,  that  in  the  first  community,  that 
is  the  family,  there  is  no  need  of  it,  but  only 
when  the  conimunitv  extends.  For  the  former  of 
these  had  all  things  in  common,  but  the  latter  who 
being  many  sejiarate  communities  have  each  of 
them  also  many  other  things  in  common,  which 
they  were  obliged  to  exchange  with  each  other 
according  to  their  mutual  necessities,  by  way  of 
barter  as  many  foreign  nations  do  now.  For  they 
exchange  nseful  things  for  useful  things,  but  no- 
thing more,  such  as  giving  and  receiving  wine  for 
corn,  and  other  things  in  a similar  way.  This 
mode  of  barter  then  is  not  contrary  to  nature,  nor 
is  it  any  form  of  gaining  wealth.  For  it  took 
place  for  the  sake  of  obtaining  what  was  necessary 
to  one’s  natural  imlepeutfence.  From  this  mode 
of  dealing,  however,  (i.  e.,  barter)  arose  the  other 
(/.  e.,  money),  as  might  be  expected.  For  the 
supply  of  what  was  wanted  was  only  to  be  had 
from  a foreign  country,  so  that  the  use  of  money 
was  necessarily  invented  for  the  purpose  of  im- 
porting what  was  wanted,  and  exporting  a sur- 
}>Ius.  For  ev(*ry  thing  is  not  easy  of  carriage 
which  is  naturally  useful.  Therefore,  with  a 
view  to  exchanges,  men  agreed  upon  something 
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to  give  and  take  amongst  each  other,  which 
being  itself  an  article  of  value,  might  easily 
pass  from  haml  to  hand,  for  the  purposes  of 
daily  life,  such  as  iron  or  silver,  or  anything  else 
of  this  nature,  which  was  ascertained  at  first 
simply  by  its  w'eight  and  size,  but  afterwards  by 
putting  a stamp  on  it,  to  do  away  with  the  neces- 
sity of  weighing  it.  And  this  stamp  w'as  ])ut 
upon  it  to  shew^  the  quantity  of  the  metal.  The 
use  of  money  having  thus  sprung  from  the  neces- 
sity of  exchanges,  another  fimn  of  getting  wealth 
signing  up,  namely — retail  dealing.  Which  at  first 
was  very  simple,  then  by  experience  it  was  con- 
ducted Avith  greater  art,  as  to  when  and  how  c<nn- 
merce  could  jmoduce  the  greatest  ]>rofit.  Hence 
the  art  of  gaining  wealth  seemed  chiefiy  to  relate 
to  money,  and  its  aim  to  be,  to  be  able  to  discover 
how  to  get  the  greatest  amount  of  wealth.  For  it 
is  the  inode  of  obtaining  abundance  of  w'ealth. 
For  men  often  consider  wealth  to  consist  in  tlie 
abundance  of  money,  because  it  is  in  reference  to 
money  that  w'ealth-getting  and  trading  are  con- 
cerned. To  some,  again,  money  seems  to  be  a 
mere  trifle,  valuable  only  by  law,  and  not  by  ua- 
tui*e,  so  that  if  those  who  use  it  were  to  change 
their  sentiments,  it  w'ould  be  of  no  value,  nor  use- 
ful to  obtain  anything  we  w'anted,  and  he  who  had 
j)lenty  of  money  would  often  want  necessary  food. 
And  it  w'ould  be  absurd  to  say,  that  Avealth  is  of 
such  a nature,  that  a man  with  plenty  of  it  might 
die  of  hunger,  as  the  fables  they  tell  about  Midas, 
who,  through  the  insatiableness  of  his  desire,  had 
everything  he  touched  turned  into  gold.  Where- 
fore men  seek  around  for  some  other  species  of 
Avealth  and  property,  and  rightly  too,  for  the  busi-  | 
ness  of  money  getting  is  dirtereut  from  natural  I 
wealth,  which  is  the  true  Economics.  But  trad-  ] 
ing  also  procures  Avealth,  not  in  cA’ery  Avay,  but  ' 
only  by  the  exchange  of  useful  things.  And  the  { 
latter  seems  to  be  about  money,  for  money  is  the  ! 
first  element  and  Avhole  object  of  trading.  And  i 
the  wealth  that  may  be  got  by  this  mode  of  ac-  i 
quisition  seems  boundless.  For  as  the  physician's  I 
art  has  no  limits  Avith  respect  to  health,  ami  each 
of  the  other  arts  has  no  limits  in  regard  to  its  aim, 
(for  each  of  these  tiny  wish  to  accomplish  to  tlie 
greatest  degree  possible,  but  the  means  of  each  of 
them  to  attain  their  aim  are  limitetl,  and  their 
sev'eral  aims  are  the  limits  of  each.)  So  also  of  this 
art  of  getting  Avealth  there  is  no  limit  to  its  aim,  for 
its  aim  is  to  accumulate  as  much  Avealth  ami  riclies 
as  possible,  but  there  is  a limit  to  Economics,  (or 
the  art  of  using  AA'ealth,)  though  there  is  none  to 
acquiring  it,  for  this  is  not  the  business  of  Eco- 
nomics. Wherefore,  it  seems  that  some  limit 
should  be  placed  upon  riches,  though  avc  see  the 
contrary  of  this  actually  happen  ; for  all  Avho  seek 
Avealth,  increase  their  money  Avithout  limit.  And 
the  reason  of  this  is  their  near  connection.  For 
the  uses  of  the  same  instrument,  money,  being 
common  to  both  forms  of  acquiring  wealth,  are 
coiifouiuled  Avith  each  other.  For  each  is  a use 
of  the  property,  but  imt  in  the  same  aa  ha’,  for  in 
one  Avay  there  is  an  end  of  the  thing  itself,  but  in 
the  other  a mere  increa.se  of  money.  So  that  this 
seems  to  some  to  bo  the  object  of  Economics,  and 
they  think  that  they  ought  to  make  it  their  aim 
to  sa\*e  or  to  accumulate  a store  of  money  Avithout 
end.  Ami  the  cause  of  this  disposition  is,  that 
they  take  much  cure  to  Ih’e,  but  not  to  live  Avell; 
ami  this  ]»asr.iun  btdiig  boundless,  they  desire  to 
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I have  boundless  means  to  gratify  it.  And  even 
those,  toi-s  Avho  intend  to  live  Avell,  seek  after 
sensual  enjoyments,  so  that  as  this  Px>  seems  to 
depend  upon  riclies,  all  their  ialionr  is  to  get 
money,  and  by  this  means  sprung  up  the  second 
form  of  getting  wealth ; for  as  they  are  excessive 
in  their  enjoyment,  so  they  search  for  means  to 
gratify  this  excessive  enjoyment,  ami  if  they 
cannot  provide  it  by  means  of  getting  wealth, 
they  will  try  to  do  it  some  other  Avay,  ami  use  all 
their  ]ioAvers  in  some  manner  not  intended  by 
nature.  Thus,  for  instance,  manly  strength  A\*as 
not  giA'cn  to  make  money  by,  but  to  ins]iire 
courage.  Nor  is  this  (i.  c.,  making  money)  the 
object  of  tlie  soldier’s  or  the  iiliysieian's  art,  but 
victory  and  health.  But  such  per.suiis  turn  all 
arts  to  the  acquisition  of  AA^ealth,  as  if  that  Avas 
their  aim,  ami  as  if  eA'erything  ought  to  contribute 
to  that  emi.  Concerning,  then,  the  unnecessary 
acquisition  of  wealth,  and  a\  hat  it  is,  and  hoAv  avc 
came  to  need  it,  enough  has  been  said,  and  con- 
cerning the  acquisition  of  what  is  necessary,  which 
is  dirt'erent  from  it,  and  Avhich  is  tlie  natural  form 
of  h^conomics,  Avhicli  relates  to  subsistence,  it  is 
not  boundless  like  the  other,  but  has  a limit. 

Book  I.  Chap.  10. 

That  tlien  is  clear,  which  Avas  doubtful  at  first, 
Avhether  the  acquisition  of  Avealth  is  part  of  the 
duty  of  the  head  of  a taniily  or  state,  but  it  must 
necessarily  exist.  For  as  political  science  does 
not  make  men,  but  takes  them  from  nature,  and 
uses  them  as  they  are,  so  ought  nature  to  afibrd 
subsistence,  AA  liether  the  laud,  or  the  sea,  or  any- 
thing else ; aud  it  is  the  duty  of  the  head  of  the 
family  to  manage  Avhat  he  iirocures  from  these 
sources,  as  he  may  require  it.  For  it  is  no  part 
of  the  business  of  the  AveuA'er  to  make  the  aa'ooI, 
but  to  use  it,  and  to  kuoAv  what  is  good  and  use- 
ful, from  Avhat  is  bad  aud  useless.  For  some 
might  doubt  Avhy  the  art  of  gaining  Avcalth  is 
part  of  economy,  and  the  art  of  medicine  is  not, 
since  good  health  is  as  reipiisite  to  the  family  as 
subsistence  or  any  other  necessary.  And  as  it  is  in 
some  sense  the  duty  of  the  head  of  the  family, 
and  the  State,  to  look  after  the  health  of  those 
under  them,  and  in  some  sense  not,  but  of  the 
physician  ; so  also  as  to  Avealtli,  it  is  in  some 
sense  the  duty  of  the  head  q^the  house,  and  in  some 
sense  not,  but  of  the  slaves.  But  it  is  especially 
the  duty  of  nature  to  provide  this,  as  ha.-;  ulreaily 
been  said.  For  it  is  the  duty  of  nature  to  supply 
food  for  its  offspring,  for  food  is  provided  for  every- 
thing from  the  source  from  Avhich  it  comes. 
A\  herefore,  the  natural  mode  of  gaining  Avealth  to 
all,  i.s  by  the  increase  of  the  products  of  the  earth, 
and  of  animals.  But  since,  as  avc  Iuia'c  said,  they 
may  be  applied  in  tAvo  Avays,  one  for  the  purpose  of 
trading,  and  the  other  for  domestic  consumption, 
of  tliese  the  latter  is  neces.sary  and  commendable, 
but  their  use  in  trading  is  justly  censured,  (for  it 
d^K*s  not  spring  from  nature,  but  from  ourselves,) 
the  trade  of  usury  is  most  desorA'edlv  detested, 
because  the  gain  comes  from  the  money  itself,  for 
Avhich  purpose  it  Avas  not  intended.  For  it  Avas 
made  for  the  purpose  of  exchange,  but  usury 
nmltijdies  it.  From  Avluch  cireum^tauce  it  takes 
its  name,  reeoc,  progenif^  for  the  very  thing  which 
is  begotten  is  like  its  ])arent,  and  usury  ismonev 
begotten  of  money,  so  that  of  all  imules  of  making 
profit,  this  is  the  most  contrary  to  nature. 
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The  Economics. 

Aristotle  having  treated  of  man  in  relation  to 
himself  ( Ethics in  relation  to  other  men,  both 
in  his  private  and  public  cajtacity  ( Politics 
comes  next  to  treat  of  liim  in  his  relation  to  ]tro- 
perty  ( Economics ).  But  yet  the  name  is  mixed 
up  witli  political  considerations,  for  ho  says  tl\at  the 
political  form  of  g(»vernmeiit  is  composed  of  many 
rulers,  and  an  equality  of  heads  of  houses,  but  an 
economical  rule  is  monarchical  like  that  of  the 
head  of  a house. 

Chapter  I.,  1. 

“ Some  of  the  arts  indeed  are  divided  into  two 
parts,  and  it  is  not  the  same  which  makes  and 
uses  ■what  is  made,  as  for  instance,  a lyre  and 
pipes.  It  is,  however,  the  business  of  politics 
both  to  constitute  a state  from  the  very  beginning, 
and  to  manage  it  well  when  it  is  established. 
And  a state  indeed  is  a collection  of  families,  and 
territory,  and  property  sufficient  to  su]>port  a 
comfortable  existence.  And  it  clearly  is  so,  be- 
cause when  they  are  unable  to  attain  this  end  the 
society  is  dissolved ; moreover,  tliis  is  the  object 
for  which  they  came  together.  But  that  for  the 
sake  of  which  anything  exists  and  is  pi*(Kluced  is 
its  essence.  So  that  Economics  tire  clearly  anterior 
to  Politics,  for  their  object  is  so,  and  a household 
is  fuirt  of  tiie  state.  AVe  must,  therefore,  examine 
what  economical  science  i&,  and  Avhat  is  its  object. 

Chai)ter  II. 

“ The  component  parts  of  a honsehold  are  a man 
and  pro]ierty ; and  since  the  nature  of  anything  is 
best  seen  in  its  simplest  parts,  the  same  hidds 
good  with  regard  to  the  household.  So  that  as 
Hesiod  (Oj).  et  40o),  says,  there  ought  to  be, 

**  First  a house,  then  a wife,  then  oxen  for  the 
plough.*’ 

For  the  first  of  these  is  necessary  f(»r  food,  and  the 
others  belong  to  freemen.  So  that  one  ought  to 
lay  down  good  rules  f<u-  the  society  of  a wife,  that 
is  to  say,  alK>ut  what  kind  of  a one  should  be  pro- 
vided. But  the  first  care  sliould  be  given  to 
acquire  property  according  to  nature.  But  by 
nature  agriculture  stands  first,  and  in  the  second 
place,  such  ]inttits  as  come  from  the  earth,  such  as 
mining  and  other  things  of  this  sort.  But  agi*i- 
cuUure  above  all,  because  it  is  just ; because  it 
does  not  derive  its  gain  from  men  >vitli  their  con- 
sent, as  retail  dealing  and  the  wages  of  lalxtr,  or 
against  the'r  will,  as  by  war.  Moreover,  it  is  in 
acc(>rdance  with  nature;  for  all  things  naturally 
derive  their  subsistence  from  their  mother,  as  men 
do  from  the  earth.  And  besides  this  it  greatly  con- 
tributes to  manly  ccuirage ; fur  it  does  not  make 
the  body  unserviceable  as  the  mechanical  arts  do, 
but  able  to  live  and  to  work  in  the  o]»en  air,  and 
esjiecialiy  al»le  to  brave  the  enemy,  fitr  these  are 
the  only  jiersous  whose  possessions  lie  outside  the 
city  walls." 

He  then  discusses  the  conjugal  relations,  as  the 
wife  wa.s,  in  tireciau  ideas,  in  some  sense  the  pro- 
perty of  the  husband.  Thus,  in  the  Politics  he 
discu.sses  the  relations  of  a man  to  his  wife,  and 
slaves,  chiefiy  as  persons,  in  the  Economics^  as 
proi>erty. 

'i’he  second  book  of  the  Economics  is  by  many 
entirely  rejected  as  s|>urious,  some,  liowever,  allow 
the  lirst  chapter  to  be  genuine.  However  the 


case  may  be,  the  first  chapter  is  the  only  one 
which  is  of  the  character  of  a treatise.  All  the 
rest  is  a mere  collection  of  expedients  used  by  dif- 
ferent j'crsons  to  obtain  money  on  various  occa- 
sions. If  it  be  by  Aristotle  at  all  then,  it  is 
merely  a collection  of  raw  materials,  which  he 
intended  to  use  as  advisable  in  a regular  treatise. 
In  Politics  I,  c.  11,  we  find  some  instances  cited 
of  the  same  description  as  are  gathered  together 
here ; and  in  Y,,  ‘2,  he  quotes  the  case  of  Cypselus, 
which  also  occurs  in  Economics  II.,  2.  So  that 
the  case  seems  enveloped  in  much  doubt.  AVe 
shall  only  notice  the  first  chapter,  in  which  the 
expression  Political  Economy  appears  for  the 
first  time. 

Economics. — Book  II.  Chap.  1. 

“And  there  are  four  diftcrent  kinds  of  Economy 
(for  wc  shall  find  that  all  others  may  be  reduced 
to  these),  the  regal,  satrapical,  the  Political,  the 
])rivate.  But  of  these  the  Regal  is  the  greatest 
aud  most  simple ; the  Political  is  the  most  varied 
and  the  easiest,  and  the  Private  is  the  least  and 
most  varied.  And  they  must  necessarily  have 
many  points  in  common,  but  we  must  first  look  to 
those  pednts  which  are  the  distinctive  features  of 
each.  First,  then,  let  us  cemsider  the  Regal  Eco- 
nomy. And  this  is  of  universal  power,  and  it 
comprehends  four  forms,  about  the  coin,  about 
exports,  about  impetrts,  and  about  expenditure. 
And  of  these  the  most  important  is  that  which 
relates  to  the  current  coin,  I mean  when  and 
how  much  it  should  be  raised  or  lowered  in  value; 
and  with  regard  to  exi>orts  and  imports,  when 
and  what  receiving  from  the  satraps  in  office,  it 
will  be  profitable  to  sell ; and  with  regard  to 
the  expenditure,  wliat  can  be  taken  off,  and  when, 
aud  whether  contributions  to  the  expenses  should 
be  given  in  money  or  in  kind.  Secondly,  is  tlie 
Satrapical  Economy,  and  of  this  tliere  are  six 
species  of  public  income,  from  land,  from  native 
j)roductions,  from  merchandize,  from  taxes,  from 
cattle,  and  from  other  sources.  Aud  of  these,  the 
first  and  the  best  is  that  which  comes  from  the 
land  (and  this  is  what  some  call  rent,  or  land-tax, 
and  some  tithes)  ; and  the  next  comes  fr(fm  native 
productions,  such  as  gold,  silver,  aud  copper,  and 
where  each  of  them  is  to  be  got.  And  the  third 
is  that  from  trading,  and  the  fourth  is  that  which 
comes  Irom  agricultural  produce,  and  market 
tolls ; and  the  fifth  is  tiiat  from  cattle,  whieh  is 
called  jtrofits,  or  tithes;  and  the  sixth  is  that 
which  Comes  from  other  sources,  which  is  called 
the  poll-tax,  and  handicraft-tax.  Ami  the  third 
is  the  Political  Economy,  and  of  this  the  best 
income  is  that  from  the  natural  jiroducts  of  tlie 
country,  then  that  from  trading,  and  transit 
duties,  then  that  from  daily  business.  And  the 
fourth  and  la.st,  is  the  Private  Economy  ; and  this 
is  not  subject  to  any  particular  rule,  because  a 
household  is  not  managed  witli  reference  to  any 
single  aim;  and  it  is  the  least,  because  the  in- 
comings aud  outgoings  are  on  a very  small  scale. 
And  of  this  also,  the  best  kind  of  income  is  that 
which  comes  from  tlie  land,  next  that  from  other 
kinds  of  jtersonal  property,  and  thirdly  from 
usury.  Aud,  besides  these  pidnts,  there  is  one 
wiiich  is  common  to  all  the  kinds  of  Economy, 
and  it  must  be  looked  ujioii  as  no  subc»rdinate  part 
of  tliem.  especially  in  the  last  kind,  that  the  ex- 
penditure should  not  exceed  the  income." 
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AA’e  have  given  these  long  extracts  from  Aris- 
totle, because  that  great  jdiilosopher  is  undoubtedly 
to  considered  jus  the  father  of  political  economy, 
and  the  reader  lias  thus  brought  before  him  enough 
to  enable  him  to  form  his  own  judgment  of  what 
his  ideas  on  the  subject  were.  They  are  also 
interesting,  as  presenting  the  first  ideas  of  what 
were  the  objects  aud  limits  of  political  economy, 
in  which  it  is  impossible  not  to  see  that  tliere  is 
a certain  unsteadiness  of  view  and  a want  of 
fixity  of  conception  characteristic  of  the  imperfec- 
tion of  the  science.  But  yet  it  is  not  too  much  to 
say,  that  in  these  extracts,  together  with  the 
one  from  .^schiues  Socraticus,  which  we  have 
already  given,  are  contained  the  chief  fundamental 
conceptions  from  which  the  science  may  be  de- 
duced by  strict  reasoning.  Thus,  we  see  that  he 
lays  it  down  as  a definition  that  fVealth  is  every^ 
thiT^  whose  value  may  be  measured  in  money, 
which  is  the  fundamental  and  comprehensive  con- 
ception on  the  subject.  And  it  manifestly  follows 
that  the  converse  is  true,  fhai  everything  whose 
value  is  measured  in  money  is  wealth.  The  very 
first  thing,  then,  to  be  done,  is  to  discover  all  things 
wliich  fulfil  that  test.  A.s  soon  as  we  do  this  we 
find  that  that  this  definition  embraces  all  that  the 
most  advanced  Economists  have  declared  to  belong 
to  it.  For  it  manifestly  includes  not  only  material 
wealth,  at  which  Adam  Smith  aud  Ricardo  stopped 
short,  but  also  all  mental  acquirements  or  qualities 
which  may  be  turned  to  profit,  which  ^schines 
in  ancient  times  saw,  and  which  view  J.B,  Say,  and 
the  modern  French  School  of  Economy*  Mr. 
Senior,  and  Mr.  J.  S.  Mill,  have  adopted.  But  even 
this  enumeration  is  not  extensive  enough,  because 
it  also  manifestly  includes  all  instruments  of  cre- 
dit of  all  sorts,  all  deferred  payments  and  annuities, 
as  we  have  shewn  elsewhere,  (Theory  and  Prac- 
tice of  Bankiitf';  and  Elements  of  Political  Eco- 
nomy),  in  short  anything  that  may  be  bought  and 
sold.  Thus,  we  see  that  the  whole  science  of 
Political  Economy  is  included  in  a jiroper  and 
legitimate  interpretation  of  Aristotle’s  definition. 

Having  thus  conceived  a definition  which  em- 
braces the  full  extent  of  the  subject,  Aristotle 
also  saw  clearly  and  enforced  the  doctrine  that 
value  is  not  an  internal  qmdity,  but  an  external 
relation.  That  value  menus  exchangeability,  and 
that  whatever  has  that  quality  has  vahie,  as 
iEschines  too  saw.  That  in  fact,  Valve  is  not 
A QUALITY  BUT  A RATIO.  And  this  is  the 
true  rock  upon  which  Political  Economy  is  to  be 
built.  It  is  that  great  first  princiide  which  is  to 
be  steadily  ke])t  in  view  through  all  controversies, 
and  the  neglect  or  misunderstaiidiugof  M hich,  is 
the  chief  cause  of  the  confushm  whieli  has  arisen. 

Again,  he  suav  that  tlie  originating  cause  of 
value  wa.s  the  necessity,  or  want  of  the  inirchaser, 
in  modern  language,  the  demand,  and  that  the 
measure  of  value  was  the  degree  of  the  necessity, 
or  want,  or  the  intensity  of  the  demand,  and  that 
this  is  measured  by  money.  But  in  this  point  his 
doctrine  is  defective,  because  though  it  is  perfectlv 
true  that  demand  is  the  origin  of  value,  vet  it  is 
necessary  to  show  that  competition  to  snpjily  the 
demand  regulates  tlie  amomUof  value.  These  are 
the  two  opposing  elements,  which  in  all  cases 
whatever,  regulate  value,  as  we  have  shewn  else- 
where. ( Theory  and  Practice  of  Banhing,  chap.  2. 
^Uements  of  Political  EVomu/iy,  chap.  2. — Prices, 
Theory  of.)  Thus,  in  this  instance,  Aristotle’s 


conception  is  not  so  complete  as  in  the  first  case, 
because  it  does  not  include  the  whole  of  the  truth, 
but  only  one  side  of  it. 

And  in  tact,  a false  conception  of  the  cause  of 
value  is  the  rock  Avhich  has  proved  fatal  to  almost 
all  modern  Political  Economy.  For  it  is  almost 
entirely  founded  on  the  doctrine  that  labor  is  the 
cause  of  value,  a principle  which  is  carried  to  its 
extreme  p^iint  in  ilr.  McCulloch’s  theory  of  absen- 
teeism, which  we  have  already  noticed.  This 
doctrine  is  the  ignis  fatmis  which  ha.s  been  the 
ruin  of  most  of  modern  Political  Economy.  Labr^r 
is  never,  in  any  case  whatever,  the  cause  of  value, 
although  in  the  majority  of  case.s,  it  is  inseparably 
a.s.sociated  with  it,  and  it  often  influences  the 
amount  of  value.  Archbishop  I\'liately  ha.s 
thoroughly  exposed  this  fallacy  (Whately),  and 
has  laid  the  foundation  of  a new  system  of  Poli- 
tical Economy.  In  a single  paragrajih  he  has 
effected  the  entire  overthrow  of  the  system  of 
Political  Economy  of  Adam  Smith.  Ricardo,  and 
^McCulloch.  This  paragraph  contains  the  germ 
of  an  entirely  new  motle  of  treating  the  subject, 
which  it  is  the  object  of  our  Elements  of  Political 
Economy  to  develope. 

Although  Aristotle  gave  money  the  name  of  the 
medium  of  exchange,  yet  he  saw  clearly  that  its 
use  was  to  enable  transactions  to  take  place 
without  an  exchange  of  commodities.  That,  in 
fact,  it  was  the  representative  of  services  for 
which  some  commodity  or  equivalent  in  exchange 
is  still  due.  “ But  with  a view  io  future  exchange, 
if  we  have  at  jiresent  no  need  of  it,  money  is  as  it 
were,  our  security,  that  when  we  are  in  net*d  we 
shall  be  able  to  make  it."  Xow,  this  is  exactly 
the  conception  wliich,  with  a slight  change  of 
language,  we  have  she^ni  to  be  the  true  basis  of 
Monetary  Science.  ( TAeory  and  Practice  of  Bank- 
ing. Elements  of  Political  Economy. — 3Ionet). 
Money  is  something  that  is  wante4l,  and  wanted 
only,  wlieu  there  is  no  exchange  of  comiiKKiities, 
or  an  unequal  exchange  of  them,  aud  its  true  use 
is  to  re]tresent  the  inequality  of  the  exchange,  or 
the  quantity  of  ser^’ices  due  to  the  possessor  of  it. 
It  is,  in  short,  the  representative  of  Debt,  or  a 
universal  Bill  of  Exchange,  which  the  owner  of 
it  can  demand  payment  of  at  any  time  he  pleases. 
This  is  the  fundamental  conception  of  Monetary 
Science,  and  pursued  to  its  legitimate  conse- 
quences cmitains  the  whole  theory  of  M(Hiey. 
(Currency.) 

Aristotle  saw'  too,  that  so  far  as  regards  Eco- 
nomic Science,  human  lalK>r  is  to  be  classed  with 
instruments;  an  instrument,  it  is  true,  above  all 
other  instruments,  but  yet  an  instrument.  In 
UKMlern  language  it  is  a species  of  cai»ital,  ami  its 
value  is  subject  to  tlie  very  same  laws  that  all 
other  commodities  are  subject  to. 

We  see  then,  that  in  these  extracts  are  con- 
tained the  gi*eat  leading  outlines  and  fundamental 
conceptions  of  Political  Economy,  which  rei(uire 
only  to  be  filled  up,  ami  developetl  to  their  legiti- 
mate consequences,  in  exactly  the  same  manner 
that  is  done  in  all  other  natural  scienees.  Bac(in 
says  that  there  are  deserts  and  wa>tes  in  lime,  no 
less  than  in  lands.  But  there  are,  twi,  desert 
places  in  the  human  mind,  and  science  was  one  of 
those  sterile  regions  in  the  mind  of  Antiquity,  so 
fertile,  so  rich,  and  so  prolific,  in  all  works  of  the 
imagination.  Ami  these  seeds  of  truth,  sown  by 
Aristotle,  fell  in  this  desert  and  barren  region 
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and  remained  unprtKluctive  for  more  than  2000 
years  before  they  began  to  germinate,  and  bear 
their  legitimate  fruit,  under  modern  culture. 

On  the  other  hand,  we  cannot  fail  to  remark 
that  his  views  were  tinged  with  a good  deal  of 
that  fanciful  sju'cies  of  dogmatizing,  or  laying  down 
arbitrary  principles  without  sufficient  proof,  and 
those  overtine  and  supersubtle  distinctions,  which 
were  so  marked  a feature  of,  and  exercised  so  de- 
leterious an  iutlueiice  over,  much  of  ancient  jiliy- 
sical  i>hilosopiiy,  and  which  is  the  true  reason  of 
its  having  made  so  little  advance.  Tims,  he  lays 
down  that  the  bounty  of  nature  is  the  only  true 
source  of  wealth,  and  he  has  a decided  and  preju- 
diced aversion  to  trading.  He  says  that  there 
are  two  uses  of  everything,  its  actual  use,  and 
exchange.  The  one  he  considers  natural,  and  the  ' 
other  against  nature.  This  difference  iu  the  ' 
mode  of  use  corresponds  very  much  to  the  dis- 
tinction l>etween  revenue  and  capital.  A shoe- 
maker would  probably  think  that  the  exchange 
of  a shoe  is  quite  as  natural  an  operation  as  using 
it.  jVi’istotle  looks  with  a very  doubtful  and 
jealous  eye  upon  all  exchanges  whatever.  But, 
money  being  for  tlie  very  purpose  of  exchange, 
has  thus  a dubious  origin,  and  when  that  purpose, 
which  is  already  doubtful,  is  changed  into  lending 
it  at  usury,  its  mischief  is  doubly  aggravated, 
and  he  pronounces  tlie  last  mode  of  using  it  to  be 
utterly  detestable  and  unnatural. 

And  this  arbitrary  dogma  and  unfounded  pre- 
judice enthralled  the  human  mind  for  centuries. 
Calviu  was  the  first  great  man  who  had  penetra- 
tion enough  to  expose  this  so])hisin,  which  im- 
posed even  on  the  mighty  intellect  of  Dante.  So 
entirely  is  this  dogma  now  overthrowu  that  the 
modern  doctrine  is,  that  money  naturally  produces 
interest,  and  many  important  branches  of  the 
theory  of  value  entirely  depend  upon  it.  (Ax- 

KUITinS.) 

Some  of  the  most  admirable  examples  of  rea- 
soning have  been  em])loyed  in  the  overthrow  of 
the  docti’ine  of  the  inherently  wicked  nature  of 
usury.  Conspicuous  among  "these  is  Bentham’s 
Defence  of  Usury^  a ver}'  masterpiece  of  argument, 
^'liich  indeed  has  done  its  work  so  efiectnally 
that  it  is  now  iu  great  danger  of  being  forgotten. 
AVe  may  jierhaps  be  inclined  to  smile  at  the  fal- 
lacy which  so  long  deceived  the  senses  of  man- 
kind, but  we  shall  find,  in  the  course  of  this  work, 
that  many  of  the  most  firmly  accredited  doctrines 
of  Political  Economy  at  the  ]tresent  day,  are  as 
entirely  baseless  and  unfounded  as  the  "doctrine 
of  usury  M’hich  we  see  now  to  be  so  fanciful. 

And  it  is,  in  truth,  this  very  si>irit  of  arbitrary 
dogmatizing,  and  reception  of  fanciful  dipctrines 
on  the  authority  of  great  names,  M'ithout  a due 
investigation  whether  they  are  truly  founded  in 
nature,  which  is  the  bane  and  the  i)laguc-spot  of 
Political  Economy  at  the  jn’esent  day,  and  which 
h.ns  made  it  tlie  last  of  the  sciences  to  be  brought 
within  the  pale  of  Inductive  Philosojthy. 
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le  dix-htiitiane  siecle^  fonde  sur  leurs  traite^'t  de 
de  commerce.^  et  de  navigation,  Paris,  1797. 
Jlistoire  gmerale  des  finances  de  France.,  depuis 
le  commencement  de  la  monarchie;  pour  servir 
(I introduction  d la  loi  annuelle  du  budget  de  Tern- 
pb'e  Frunt;ais.  Paris,  1806. 

ARNOULD,  D., — Inspector  of  the  University 
of  Liege. 

Avantages  et  inconvenienti  des  Bampies  de  prHs., 
connues  sous  le  nom  de  monts-de-piHe.  Xamur. 

Situation  administrative  et  financicre  des  monts- 
de-picte  en  Belgique.  Bruxelles,  1845.  G. 

ARRIQUIBAR,  Don  NICHOLAS  D’,- 
Merchant  of  Bilbao,  died  in  1778.  A Spanish 
Economist  whose  work  is  said  to  contain  much 
sound  information  and  judicious  views,  which 
have  ]>artly  gained  ground  in  Spain.  He  trans- 
lated Davenant’s  works  into  Spanish,  and  was  an 
opponent  of  the  doctrines  set  forth  by  Jlmabeau 
iu  the  Ann  des  hommes.,  in  fiivor  of  the  large  farm 
system.  His  work  was  published  posthumously, 
at  Victoria,  in  1779. 

Recreacion  Politica.  Refiectiones  sobre  el  amigo 
de  los  bombreSi  en  sn  iratado  de  poblacion  con- 
siderado  con  respeto  a nuestros  intereses.  Victoria, 
1779. 

ARRIVABENE,  JEAN,  Le  Comte. — Born 
at  Mantua,  *24  June,  1787.  Count  Arrivabene 
emigi*ated  in  1 82*2,  in  consequence  of  the  Pied- 
montese insurrection  in  1821;  and  after  being 
imprisoned  at  ^'enice  for  seven  months,  he  was 
condemned  to  death  par  contumace  in  consequence 
of  his  sliare  in  that  event.  He  has  lived  in  Bel- 
gium since  1827,  and  is  oue  of  the  editors  of  the 
Journal  dcs  Economistes. 

Sur  les  colonies  agricoles  de  la  Belgique^  et  de 
la  Hollande.  Brussells,  1830. 

Considerations  sur  les  principaux  moyens 
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d amtliorer  le  sort  des  classes  ouvrieres.  Brussells, 
1832. 

Principes  fundamentaux  de  teconomie  politique. 
Paris,  1835. 

Sur  la  condition  des  lahoureurs  et  des  ouvriers 
Beiges.,  et  de  quelque  mesures  pour  tameliorer, 
Brussells,  1845. 

Situation  economique  de  la  Belgique,  Brussells, 
1845. 

Also  translations  of  Mr.  Senior’s,  and  Mr. 
James  Mill’s  Elements  of  Political  Economy. 

ARTHUR  DE  LA  GIBONNAIS. 

De  fwAMre,  interet.,  et  profit  quon  tire  du  preU 
ou  Vancienne  doctrine  opposee  aux  nouvelles  ojn- 
nions.  Paris,  1710.  G. 

ASGILL,  JOHN. — During  the  latter  half  of 
the  17th  century  this  country  teemed  with  pro- 
jects for  the  erection  of  banks  of  all  kinds.  One 
projector  more  fortunate  thau  the  others,  AVilliam 
Paterson,  succeeded  after  several  efforts  in  esta- 
blishing the  Bank  of  England.  The  success  of 
this  establishment  at  its  outset,  imparted  addi- 
tional activity  to  other  projectors,  aud  the 
financial  necessities  of  the  Government  to  support 
the  war  with  France,  made  them  lend  a willing 
ear  to  any  one  who  promised  them  relief.  A 
number  of  schemers,  among  M'hom  Briscoe, 
Chamberlen,  and  Asgill  were  the  most  con- 
spicuous, succeeded  in  getting  an  Act  passed  to  j 
establish  a Land  Bank.  The  project,  however, 
completely  failed.  This  Asgill  was  a lawyer  of 
Lincoln’s  luu,  who  had  attained  considerable 
eminence  in  his  profession,  and  was  a man  of 
considerable  wit,  and  ability.  The  stoppage  of 
the  Bank  of  England  in  1696,  and  the  great 
scarcity  of  money,  owing  to  the  bad  state  of  the 
silver  coinage,  which  had  been  called  iu  to  be 
recoined,  set  the  busy  brains  of  Asgill  and  others 
to  devise  a new  species  of  money  besides  gold  and 
silver.  Tlie  ideas  of  these  persons  were,  that  a 
paper  currency  based  upou  land  would  answer 
equally  well  as  gold  and  silver,  and  miglit  be 
Issued  to  the  amount  of  the  value  of  the  land  in 
specie  without  dejireciatioii.  To  enforce  this  view 
Asgill  published  his  pamphlet  mentioned  below. 
This  was  the  principle  afterwards  adopted  and 
developed  at  much  greater  length  by  John  Law, 
and  which  was  afterwards  cai'ried  out  witli  such 
tremendous  consequences  by  means  of  Assignats., 
in  the  French  Revolution  (Assignats).  As  this 
doctrine  has  found  hosts  of  admirers  from  that  day 
to  this,  and,  as  it  touches  the  very  first  principles 
of  Monetary  Science  and  Political  Economy,  we 
shall  reserve  a full  discussion  of  it,  until  we  come 
to  the  most  eminent  person  with  whose  name  it  is 
associated.  We  shall  accordingly  consider  the 
opinions  of  Asgill  and  other  pre-Lawites  together 
with  the  M ork  of  John  Law  himself.  (Law.) 

In  1699,  Asgill  went  to  Ireland,  and  obtained 
a very  lucrative  business  under  the  act  for  the 
resumption  of  forfeited  estates.  He  married  the 
daughter  of  the  attainted  Viscount  Keiimare,  and 
piu’chased  of  the  Crown  his  estates,  to  be  held  in 
tru.st  for  his  son.  He  was  returned  to  the  Irish 
Parliament  for  the  borough  of  Eniiiscorthy,  but 
the  house  expelled  him  four  days  after  he  took  his 
seat,  for  having  written  a pamphlet  said  to  contain  ! 
blasphemous  doctrines.  In  1705  he  was  elected  I 


mera1>er  of  the  English  House  of  Commons  for  the 
borough  of  Bramber,  lieing  the  executor  of  his 
frieud,  Doctor  If-Jesus-had-not-die^l-for-thee- 
thou-hadst-beeii-damiied  Bareboiie,,  wlut  had  con- 
siderable property  in  the  town.  In  1707  he  was 
arrested  for  debt  (liu*ing  an  iiitcn  al  of  privilege. 
The  house  ordered  him  to  be  released,  but  his 
pamphlet  wa.s  brought  before  the  house,  which 
voted  it  blasphemous,  and,  notw^thstamliiig  a 
i spirited  defence,  he  was  exjiellcd  l8th  DecemW, 
1707.  lie  was  then  again  iinnie<Iiately  arrested, 
and  remained  a prisoner  in  the  Fleet  ami  King's 
Bencli  prisons  for  30  years,  till  his  deatli  in  1738. 
During  thisperutd  he  wrote  and  published  an  iin- 
meuse  number  of  jiamphlets,  chiefiy  iwJitical  and 
theological,  which  liad  considerable  success.  Some 
accounts  state  that  he  was  80,  and  some  tliat  he  was 
100,  at  the  time  of  his  death.  The  pamphlet  in 
which  he  brought  forward  his  currency  dctctrine 
is  entitled — 

Several  Assertions  proved  in  order  to  create  an- 
other species  of  money  than  gold  and  silver,  Lin- 
coln’s inn,  Sept.  1696. 

ASHBURTON,  LORD, — See  Baring,  Alex- 
ander. 

ASSETS.  From  the  French  assez.,  enough. 
It  is  alleged  by  some  authorities  that  iu  early 
times,  before  feudal  dfictriucs  became  so  firmly 
imbedded  iu  our  law,  that  the  heir  of  a deceased 
person  was  bound  to  ]>ay,  out  of  the  inheritance, 
such  of  the  debts  of  his  ancestor  as  his  goods  and 
chattels  were  not  sufficient  to  satisfy.  Other 
authorities,  however,  deny  this.  At  a later  period  it 
is  certain  that  heirs  were  not  bound, unlessspecially 
named  in  the  contract.  In  such  cases  as  the  heir 
was  bound  by  deed,  or  writing  under  seal,  to  the 
payment  of  a debt,  or  tlie  fulfilment  of  a contract, 
he  became  liable  to  do  so  to  the  extent  of  the  lands 
which  came  into  his  hands.  And  the  lands  so 
descended  were  called  as.sets  by  descent,  because 
tlic  posse.ssion  of  the  land  was  enough  or  sufficient 
to  make  him  liable  for  the  debts  of  his  ancestor  to 
that  extent.  So  the  property  which  comes  into 
tlie  hands  of  any^exeentor  is  called  a.ssets,  because 
it  is  enough  to  render  him  liable  for  the  debts  of 
the  testator  to  that  amount.  So  the  projierty 
of  a bankrupt  which  comes  into  the  hands  of  hi's 
assignees  is  called  ajtseis  because  it  i»  enough  to 
make  them  liable  to  disciiarge  the  bankrupt’s  debts 
to  that  amount.  So  the  word  assets  has  come  to 
signify  the  property  in  general  of  any  trading 
company;  and  besides  that,  it  denotes' anything 
that  is  a sujficient  account,  or  answer  to  a liability. 
Thus,  when  the  Directors  of  a Conii>aiiy  recei^■e 
the  capital  or  subscription  of  the  ^liareholders, 
that  becomes  a liability  from  them  to  tlie  share- 
holders. But  as  the  estalilishmeiit  of  everv  con- 
cern requires  a considerable  expenditure,  the 
“ rrelimiiiary  Expenses”  are  an  rt.s-.ve/  as  bteween 
the  directors  aud  sharelntlders,  because  it  is  a 
sufficient  account  to  the  siiarelmlders  from  the 
directors  for  their  liability.  So  the  profits  of  the 
year  are  a liability,  ami  the  payment  of  the  divi- 
dend is  an  rt.v.sr/,  because  it  is  a sufficient  account 
of  the  liability.  So  also  in  banking,  the  credits 
entered  to  the  accounts  of  Tlie  customers  on  the 
deposit  of  money,  or  the  discount  iff  bills  of  ex- 
change, are  liabilities.  The  money  ai-tually  depo- 
sited, or  the  bills  of  exchange  discounted*  by  the 
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ustomers,  are  the  because  they  are  suf- 

icieut  to  meet  the  liabilities. 

ASSIGNATS  . — The  ]):iper  currency,  not  con- 
crtible  into  sjtecie,  but  for  the  security  ami  re- 
emption  of  which  certain  ]>ublic  lands  were 
Avhich  was  created  during  the  French 
levolutiou  from  1781)  to  1796. 

1.  The  history  of  the  assignats  deserves  to  be 
tudied  with  the  greatest  attention,  as  tliey  aftbrd 
ae  most  perfect  example  the  world  has  seen  of  a 
ertain  theory  of  currency  which  M'as  originated 
y some  schemers  in  this  coinitry,  in  1695. — 
Asgill,  Bkiscok,  Chamijerlkx.)  This  theory 
as  further  <leveloped  by  John  Law,  (Law)  and 
»rms  the  peculiarity  of  his  system,  and  notwith- 
anding the  results  of  practical  experience,  it  has 
ill  niuiKTons  warm  supp<M-ters  in  this  country 
ud  abroad.  Nor  can  anything  be  more  iustruc- 
ve  than  to  read  the  views  and  expectations  of  its 
Locates  in  the  debates  in  the  French  National 
jssembly,  and  its  practical  results  which  followed 
t imme<liately  after  its  adoption. 

2.  The  doctrine  simply  stated  is  this: — “That 
a paper  currency,  not  convertible  into  specie, 

* based  or  secure<l  upon  any  article  of  value, 
ich  as  land,  and  be  i.^surd  to  an  extent  not 
•eater  than  the  value  in  specie  of  such  article, 
ich  paper  currency  will  not  be  depreciated  in  ' 
miparisou  to  specie.” 

3.  Such  is  the  theory  of  John  Law,  wliich  found 
eat  favor  in  France  during  tlie  tinancial  embar- 
ssments  of  the  Revolution.  His  treatise  on 
oney  and  Trade,  in  which  this  theory  is  de- 
‘loped,  was  translated  into  Frencli  in  1790,  for 
e purpose  of  enlightening  the  public  mind,  and 
e issues  of  the  assignats  were  expressly  founded 
)on  it.  A\  e shall  now  see  how  it  was  verified 
practice. 

4.  Whatever  moral  causes  contributed  to  bring 
out  tlial  iini)aralleled  convulsion,  named  the 
•eiich  Revolution,  the  immediate  cause  was  the 
parently  irremediable  disorder  of  the  finances, 
d the  habitual  excess  of  the  expenditure  over 
e receipts.  And  yet,  when  we  come  to  examine 
e actual  amount  of  debt  which  ln*ought  that  | 
eat  kingdom  to  destruction,  we  shall  be  sur-  | 
ized  at  its  eomi>arative  insignificance.  In  the  i 
ar  1750  the  entire  public  debt  of  France  was 
ly  £88,000,000,  Thirty-seven  afterwards,  in 
useiiucnce  of  the  war  in  sujiport  of  the  Ameri- 
us,  and  along  series  of  aniiuai  deficits,  it  had 
en  to  £1*20,000,000.  But  even  this  was 
fiing  compared  to  tlic  resources  of  the  country, 
•cat  Britain,  with  a soil  not  Ofjual  to  two-thirds 
France,  ami  a jxipnlatiou  of  about  12,000,000, 

s fiourisliing  umler  a debt  of  £238,000,000.  1 
ance,  teeming  witii  resources,  had  a poi)ulation 
25,000,000.  A succession  of  able  ministers, 
ce  Turgot,  in  1771,  had  been  vainly  emlea- 
ji'ing  to  curb  the  constantly  increasing  deficit, 

1 to  e<inalizo  tlie  exjtcnditure  m irh  the  receipt, 
t the  measures,  necessary  to  eftect  this,  aroused  i 
‘ deadly  hostility  t»f  all  parties.  The  attempts 
reduce  the  expi-mliture  made  enemies  of  those 
lO  lived  on  the  ]tlimder  f»f  the  ]>iiblic ; and  the 
einpts  to  raise  new  taxes  set  the  lu'ivileged 
lers  of  nobility,  and  clergy,  in  a flame.  Credit  ^ 
s for  some  time  sustained  by  presenting  to  the  | 
3lic  wilfully  falsified  accounts,  but  when  the 
aal  truth  was  discovered,  it  ilestroyed  all  the  i 


confidence  of  the  capitalists,  and  no  fresh  loan 
couUl  be  raised . 

A\  hen  Caloime  Avaa  made  Minister  of  Finance, 
in  1783,  he  found  only  two  bags,  of  1,200  francs 
each  (£48),  in  the  treasury.  The  annual  deficit 
wa.s  ui>wards  of  £4,000,00^0.  His  financial  repu- 
tation enabled  liim,  for  a few  years,  to  contract  a 
series  of  loans,  the  dates  of  these  were : — 


Francs 

£ 

Dec.  1783 

100,000,000 

or 

4,000,000 

„ 1784 

120,000,000 

4,800,000 

„ 1785 

80,000,000 

If 

3,200,000 

Sept.  1786 

30,000,000 

ff 

1,200,000 

Feb.  1787 

50,000,000 

2,000,000 

380,000,000 

15,200,000 

' 5.  At  length  at  the  end  of  1786,  it  was  felt 

that  this  system  could  go  on  no  longer,  and 
Calonne  proposed  that  the  ancient  practice  should 
be  resorted  to,  of  calling  together  the  Xotahles,  to 
I give  their  advice  under  the  gi*avity  of  the  situa- 
j tion.  ThJ.s  advice  was  ad(t]>ted,  and  that  body 
I met  in  1787,  vhen  the  real  state  of  the  finance 
, was  laid  before  them,  M liich  shewed  that  for  iip- 
j wards  of  thirty  years  there  had  been  a constaativ 
increasing  deficit.  In  1764  it  was  already 
£1,600,000,  in  1786  it  was  £4,600,000,  and  for 
the  current  year  it  woiiKl  not  be  less  than 
£5,000,000,  ami,  upon  this  appalling  state  of 
matters,  he  called  upon  tlie  nobles  and  clergv  to 
forego  their  privileges,  and  submit  to  equal 
taxation  with  tlie  other  classes. 

6.  His  exposures  and  proposals  created  a uni- 
versal storm  of  indignation  from  all  classes.  The 
jihilositpliers  ami  tlie  liberals  were  furious  to  find 
that  this  state  of  things  had  existed  under  the 
administration  of  their  favorites,  when  they 

i wished  to  make  it  apjiear  that  all  the  difliculties 
were  owing  to  the  extravagance  of  tlie  Court. 
The  nobles  and  clergy  nnauimously  resisted  all 
breaches  of  their  ancient  immunity  from  taxation. 
Calonne  was  obliged  to  vield  to  the  storm  and 
retire.  On  the  11th  April,  1787,  Brieuiie,  Aj-ch- 
bishoj)  of  Toulouse,  was  appointed  to  succeed 
liim.  The  new  minister  presented  a financial 
statement  to  the  Notables,  exhibiting  a deficit  of 
£5, (>00,000.  But  the  ])rivilegod  ordevs  resolutely 
refused  to  tax  themselves,  and  declared,  that 
neither  they,  u(tr  the  Farliament,  nor  any  other 
authority  but  the  States-Gexerai.,  had  the 
power  to  do  so.  As  anv  measures  of  relief  were 
hopeless,  the  Assembly  of  Notables  was  closed  on 
the  25th  ^lay,  1 787. 

7.  All  attempts  to  induce  the  Notables  to  snli- 
mit  to  sacrifices  for  the  public  good  having  failed, 
the  government  went  on  in  the  old  despotic 
system.  'I'he  l*arliament  of  Paris  was  more  com- 
jiliant  than  was  exjiected,  and  registered  some 
edicts  which  they  had  previously  refused.  On  the 
14th  of  July,  Jii’ieniie  tried  to  induce  them  to 
register  an  edict  imjxtsing  a dutv  on  stamps,  but 
they  iinmediutely  refused  to  do  so,  unless  the 
state  of  the  accounts  was  laid  before  tlieiu.  “ You 
ask  for  the  Slate  of  accounts,  it  is  the  Slates- 
General  that  yiui  want,”  cried  a member.  This 
exi)ression  embodying  the  universal  feeling,  pro- 
duced an  immense  sensation.  The  Parliament 
decided  that  no  iierpetual  tax  could  be  imposed, 
excei)t  by  the  Slatcs-General. 
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8.  Brienne  sent  back  the  edict  for  a stamp 
duty  to  the  Parliament  to  be  registered,  along 
with  one  to  impose  the  land  tax  equally  upon  all 
classes.  The  Parliament  replied  that  they  were 
incompetent  to  register  such  edicts,  and  that  the 
States-Geueral  only  could  impose  such  taxes. 
The  king  sent  to  register  the  edicts  by  force,  and 
banished  the  Parliament  to  Troyes.  All  these 
circumstances  tended  to  increase  the  universal 
demand  for  the  States-Geueral.  At  length  both 
the  Parliament  and  the  Crown,  seeing  the 
necessity  of  an  accommodation,  came  to  a com- 
promise', by  which  it  w;is  agreed  to  withdraw  the 
forcible  registration  of  the  edicts,  and  the  Parlia- 
ment did  so  voluntarily.  In  November,  Brienne 
proposed  to  borrow  £17,200,000,  to  be  paid  up  by 
instalments  in  five  years,  and,  as  an  inducement, 
pledged  the  Royal  word  that  the  States-General 
should  be  summoned  before  the  end  of  that 
period.  The  Parliament,  however,  refused  to 
assent  to  this  enormous  loan. 

9.  In  May,  1788,  the  comple  rendu  shewed  a 
deficiency  for  the  year  of  £6,440.000,  and  as  all 
resources  seemed  at  an  eml,  from  the  constant  re- 
fusal of  the  Parliament  to  consent  to  any  new 
taxes,  and  the  total  extinction  of  credit,  a 
national  bankruptcy  seemed  inevitable.  Seeing 
that  the  Parliament  was  inflexible  in  its  determi- 
nation to  refuse  all  new  taxes,  Brienne  convoked 
an  assembly  of  the  clergy,  ho])ing  that  they  would 
consent  to  be  taxed,  or  at  least  to  vote  a gift,  for 
the  relief  of  tlie  State.  But  the  clergy  were  as 
obstinate  as  the  laity,  and  equally  demanded  the 
State.s-Gcucral.  All  hopes  of  assistance  from  the 
nobility,  clergy,  or  Parliament  being  thus  at  an 
end,  and  the  sum  in  the  treasury  being  reduced 
to  £16,000,  on  the  8th  of  August  an  edict  was 
issued  convoking  the  States-(ieneral  for  the  1st 
May,  1789,  and  on  the  I6th,  the  Exchequer 
ad»>j)ted  a partial  snsjuaision  of  cash  ]>ayments. 
All  dividends  above  £48  were  to  be  paid,  two 
fifths  in  ])aper,  ainl  the  remainder  in  specie.  Two 
days  afterwards  the  notes  of  a private  bankitig 
company,  tlic  C'aisse  d'  Esrompte,  were  declared 
legal  tender,  and  the  Bank  forbidden  to  pay  them 
in  specie,  which  made  them  immediately  fall  to 
a heavy  discount. 

10.  The  proclamation  of  a national  bank- 
ruptcy created  sucli  a luiiversal  storm  that 
Brienne  was  obliged  to  resign,  and  Necker  was 
recalled.  His  wealth  and  his  reimtation  as  a 
financier,  brought  a temporary  restoration  of 
credit,  and  loans  were  freelv  tendered  to  him. 
whicli  procured  a transient  alleviation  of  <litfi- 
culties.  I’lie  frightful  disorders  of  the  country  in 
1789,  completely  prostrated  the  power  of  the 
(lovornment.  It  became  inqiossible  to  collect  the 
taxes,  the  revenue  had  already  fallen  otf  by 
£8,000,000,  and  Necker,  on  the  6th  August,  1789, 
laid  the  state  of  the  finances  before  the  Assembly, 
and  demanded  a loan  of  30,000,000  francs,  but  so 
low  was  public  credit  that  no  caintalists  could  be 
found  to  advance  it. 

11,  On  the  24lli  September,  Necker  told  the 
Assembly  that  credit  was  at  an  end,  money  liad 
disappearetl  from  circulation,  and  was  every- 
where hoarded,  and  ofiers  of  an  increased  rate  of 
interest  had  entirely  failed  in  eflecling  a loan. 
The  Exchequer,  the  City  of  Paris,  and  all  the 
jiiiblic  bodies,  ■were  bankrupt.  The  King  and 
Queen  and  tlie  Ministers  had  sent  all  their  plate 


to  be  melted  down,  but  such  sums  were  quite 
inadequate  to  meet  the  public  expenses.  The 
working  cla.sses  were  in  a dreadful  state,  and, 
unless  means  were  imim^liately  found,  neither  the 
tri>oi)s,  nor  the  dividends,  nor  the  public  debts 
could  be  i»aid. 

12.  At  length  the  Assembly  couM  no  longer 
stave  otf  the  necessity  of  some  decisive  mea-sures. 
On  the  occasion  of  NeckePs  appeal  to  them,  it 
had  voted  a tax  of  25  per  cent,  upim  every  body's 
income,  which  had  been  much  less  pnKlnctive  than 
had  been  expected.  On  tlie  2ml  October,  Talley- 
rand brought  forward  a motion  to  confiscate  the 
whole  ecclesiastical  property  of  tlie  kingdom,  and 
after  re.serving  a pension  to  the  clergy,  to 
appropriate  the  remainder  to  the  public  necessities. 
This  was  vehemently  opposetl  by  Maury  and 
Sieyes,  but  carried  by  a majority  of  568  to  341. 
Forty  did  not  vote,  and  246  were  absent.  Thus 
these  unjiatriotic  men  who  refused  to  give  any 
portion  of  their  ])roperty  to  aid  the  public 
necessities,  saw  themselves  de]n'ived  of  the  whole 
of  it.  This  ]>ropei*ty  was  estimatetl  at  £80,000,000, 
and  the  siile  of  it  was  expected  to  prialuce  suffi- 
cient means  to  defray  the  pensions  of  the  clergy, 
the  interest  of  the' public  debt,  and  the  civil 
establishments  for  some  time. 

13.  No  immediate  purchasers  could  be  found 
for  tliL<  immense  jiroperty.  The  As.sembly  had 
ordered  the  sale  of  churcii  and  crown  property  to 
the  amount  of  £T6.0(K>,000,  ami  on  the  19th 
December,  1789,  decreed  that  a paper  currency 
should  be  created  to  that  amount,  bearing  5 per 
cent,  interest,  and  called  assiauats^  because  these 
lands  were  decreed  to  be  stdd  to  redeem  them. 
This  plan,  howt-ver,  diil  mil  succeeil ; after  the 
terrible  excesses  of  tlie  jireceding  .*;ummer  few 
Avished  to  buy  the  land,  and  they  did  not  place 
much  confidence  in  a revolutionary  title.  Under 
these  circumstances,  the  miinicipuHty  of  Paris 
projiosed  that  it,  ami  tlic  other  principal  cities  in 
tlie  kingdom,  should  pnrcliase  the  property,  in  the 

j first  instance,  for  the  purpose  of  reselling  them  by 
degrees  in  smaller  iiortioiis.  As  they  liad  no 
I funds  to  pay  for  this  jinqierty,  they  ga\e  Bills 
I payable  at  a certain  date,  called  W.v or  municipal 
]iaper.  The  holders  of  these  baits  had  the  right 
of  requiring  that  a sufiident  quantity  of  property 
; should  lie  exposed  to  sale  to  reimburse  them. 

I 14.  'When  these  hons  became  due  the  iminici- 
i ]ialities  had  no  means  to  ]>ay  them,  and  then,  by 
a decree,  of  April,  1790,  the  a>signats,  ordered  to 
be  created  by  the  decrees  of  the  I9tli  and  21st 
December,  1789,  Avere  declared  legal  tender,  Avith 
! interest  at  the  rate  of  44  per  cent.,  tlie  value  of 
i the  Assignat  being  the  capital,  and  the  interest 
calculated  day  by  day.  'J'he  clergy,  Avho  sjiav 
in  this  measure  tlie  final  break  iqi  ami  loss  of 
their  property,  and  the  nobility,  avIio  Avere  hoav 
' tlioronglily  afanned  at  the  unexpected  lengtii  to 
! Avhicli  the  ReA'olution  had  already  gone,  vehe- 
mently opposed  the  ereatioii  of  Tlli^  paper  money, 
ami  numerous  addresses  against  it  Averc  iireseiited 
from  the  chief  cities  of  commeree. 

15.  The  entire  nnsettlement  of  the  government 
during  this  Revolutionary  period,  had  only  in- 
creased the  public  debt  in  a greatly  angmeuied 
ratio.  From  1750  to  1787  it  had  inercused  by 
' tliirty-tAA'o  millions.  In  three  years,  from  April 
' i787  to  April  1790,  it  inen-ased  by  £49,560,000. 
The  relief  obtained  by  the  first  issue  of  Assignats 
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V as  tno  small  to  last  loiifj,  and  the  ease  with 

V hidi  it  was  ]»riKured,  mitiirally  caused  a speedy 
T' curretjce  to  the '<ame  resnurce.  In  September, 
I *^0,  it  beeame  impossiltlc  to  meet  the  payments 
o the  public  debts,  ami  debates  on  the  subject 
a ixiously  occupied  the  Assembly  day  after  day. 
A fter  a lon^r  speech  on  the  juiblic  debts,  Alirabeau 
p oposcd  to  create  new  Assignats,  to  double  tlie 
a lomit  of  the  former  issues.  This  pruposid  was 
gi  'ongly  rc>isted  by  Bergasse,  Lazerollcs-C’azales, 
A aury  ami  others,  and  siii>]K)rted  by  Baruave 
a d others,  and  tiually  carried. 

1().  The  (piestiunof  the  Assignats  called  forth 
tl  e mo.st  veliemeut  debates,  ami  created  great 
ii  terest  in  the  juiblic.  Several  long  dissertations 
ft  • and  against  them  a[tpeared  in  the  Monitrur^  and 
tl  e debat(*s  in  the  Assembly  well  deserve  a 
]i  rusal.  Notliing  can  be  more  admirable  than 
t!  1*  speeches  of  'i’aHeyrand,  Antoin  Morin,  De- 
cietat,  ami  I)uiMnjt  de  Nemours,  pointing  out 
tl  c ruin  and  misery  they  were  certain  to  bring 
u lon  the  country.  Already  a depreciation  had 
a peared  with  the  first  issue.  For  wine,  which 
Si  Id  for  '200  livres  in  money,  cost  2*20  in 
a.'Sigmits;  ami  the  piastre,  which  was  5A  7.v.  in 
s|  ecie,  was  51.  18.^.  in  paper.  l)ii])ont  de  Ne- 
iJi  nirs  warned  them  by  a very  striking  example, 
of  what  the  consefiuences  woidd  be.  He  said, — 
“ fmi  have  a striking  examide  before  your  e^'C-s. 
T lere  was,  ten  years  ag<»,  in  the  United  States  of 
A iierica,  a paper  currency  secured  like  the  one 
yt  u pro]»ose,  on  the  honor  and  loyalty  of  the 
w lole  republic,  and  on  an  enormous  amount  of 
la  ided  property,  sujyported  also  by  eloriueut 
S]  .'eches,  by  Sovereign  decrees,  and  by  the 
sa  ety  of  the  State.  Well,  in  spite  of  all  that 
C-  ngress,  AVasliington,  and  Franklin  could  do,  a 
p:  h*  of  bo()ts  sold  fm*  ^8^,000  in  paper,  and  a 
sii  »per  for  four  persons,  for  which  ten  (Udiars  was 
th  ■ usual  price,  c(»stT-j0, 000  in  j)aper.”  Admirable 
ai  I conclusive  as  these  speeches  were,  they  do 
IK : ajijH'ar  to  have  elicited  a single  mark  of 
ii\  tlause,  while  those  of  Mirabeau  and  Baniave, 
til  ed  with  the  nmst  palpable  fallacies,  and  which 
w re  afterwards  most  signally  falsified  in  every 
p;  -ticnlar,  were  ivceived  with  enthusiastic  ap- 
pl  iuse.  Just  tlie  same  as  afterwards  took  ]»lace 
in  tlie  English  House  of  Commons  in  1811,  with 
re  iH-ft  to  tlic  Bank  Note,. from  the  consequences 
of  which  folly  we  are  still  suffering.  So  miicli 
fo  the  value  of  the  judgment  of  a popular 
a.s  embly  upon  a scientific  question.  It  was 
Cii  *ried.  by  a majitrity  of  508  to  423,  that  fresh 
A sigiuits,  to  the  amount  of  800,000,000  of 
fr;  lies  should  be  civated,  but  it  was  firmlv 
re  olvi'd  that  the  issues  should  never  excerd 
1.:  00,(X)0,000,  and  they  were  to  bear  no  interest, 
an  i tlie  interest  on  the  first  issue  was  stopped. 

17,  Specie  had  already  begun  to  disap]>ear 
w,:h  tlie  first  issue,  it  now  eoiitimu'd  to  do  so 
wi  h accelerated  rapidity,  and  the  exchange  with 
Lf  iidon  began  steadily  to  fall  vvitli  each  sncceed- 
in  issue,  until  at  last  it  ceased  to  be  quoted. 
Tl  esc  were  the  very  same  phenomena  which  , 
Wire  manifested  twenty  years  afterwards  ini 
El  gland,  ami  whleh  gave  rise  to  the  celebrated  I 
Bi  llion  Heport.  and  exactly  the  same  doctrine  I 

s then  maintained,  that  it  was  the  value  of  I 
sp  cie  which  had  rismi,  and  not  that  of  tlie  pa|ter  i 
fal  en,  which  was  the  resolution  of  the  House  of 
Ce  nmoiis  in  181 1.  I 


18.  During  1791  two  fresh  creations  of 

200.000. 000  wore  decreed,  1st  Novtmiber,  and 
l8th  December,  and  it  then  ajipeared  that  two 
milliards  000,000  (£80,024,000)  had  been  created, 
and  348,000,000  (£13,920,000)  burnt,  and  the 
exchange  with  London,  which  had  been  27j|^  in 
January,  1790,  had  fallen  to  25  in  October,  to  24 
in  ^lay,  1791,  to  23  in  July,  and  to  19  in 
December,  and  was  subject  to  very  violent  fluc- 
tuations. 

19.  In  1792,  on  the  30th  A]>ri!,  a new  crea- 
tion of  300,000.000  (£12,000,000)  -was  decreed, 
and  the  maxiimim  in  circulation  raised  to 

1.700.000. 000,  or  £08,000,000.  On  the  31st 
July  aiuptiier  cn  ation  of  300,000,000  was  decreed, 
and  the  total  allowed  to  be  in  circulation  raised 
to  two  milliards  (£80,000,000).  On  the  24th 
Octitber  the  Committee  of  Finance  reported  that 
ill  all  two  milliards,  589,000,000,  had  been  issued, 
of  which  617,000,000  had  been  withdrawn  from 
circulation  and  burnt,  which  made  the  number  iu 
circulation  on  the  5th  October,  1,972,000,000, 
and  at  the  same  time  the  nati(uial  projierty  held 
to  secure  them  was  valued  at  3,170,638,237 
livres.  A furtli<‘r  issue  of  400,000,000  was  then 
decreed,  and  the  maximum  fixed  at  2,400,000,000. 

*20.  During  tlie  winter  of  1792-3  the  internal 
evils  of  the  cwnntry  greatly  increased.  The 
Assignats  were  at  a disconut  of  30  per  cent.,  and 
the  sluqikceper,-  everywhere  refused  them  in 
imynient  of  artirles  of  prime  necessity,  and  they 
kept  Viaek  their  commodities  from  the  market 
rather  than  sell  them  for  this  depreciated  paper. 
AVliere  sales  were  effected  the  price  rose  emn*- 
mously  in  jiroportion  to  the  diminution  hi  value 
of  the  Assignat.  This  increase  of  the  nominal 
price  was  nsuallv  attributed  to  the  greed  of  foro- 
stallers,  or  acraj'(frrvrs\  and  the  more;  viiplent  be- 
gan to  demand  a maximum,  or  fixed  ]>rice.  The 
Girondists,  who  were  chiefly  the  commercial 
jiarty,  and  even  the  Jacobins  at  first  were  op- 
])osed  to  tlic  maximum.  Bints  broke  out  in 
Paris  ill  February,  1793,  the  jaqmlace  plundered 
the  shops,  and  assailed  the  Jacitbiiis  with  the 
most  violent  im  naees  in  case  they  refused  to 
petition  the  Convention  to  enact  the  maximum. 
'I'lie  most  infiueiitial  poitular  leaders  iu  vain  en- 
deavoured to  ajijiease  their  fury. 

21.  On  the  3rd  February,  1793,  Cambon 
reported  to  the  Convention  that  up  to  the  26th 
rlanuary,  3,007,450,040  Assignats  had  been 
created  and  issued,  of  which  682,000,000  liad 
been  returned  in  iiayment  of  taxes  and  national 
domains,  leaving  *2,387,460,040  in  circulation. 
The  domains  already  in  the  hands  of  the  State 
amounted  to  3,1 70,(!:is,237  francs,  which  exceeded 
the  Assignats  tn-nted  by  about  70,000,000.  He 
estimated  the  emigrants  at  29,000,  and  their 
property,  after  .Mibtraeting  tlieir  debts,  at  a net 
ca])ital  to  the  State  of  three  milliards.  He 
tnrther  estimated  that  jiroperty  to  the  amount  of 
about  1, 6(H), 000, 1)00  had  recently  come  into  the 
liaiids  ot  the  St;  te,  and  that  the  total  pro])erty 
upon  which  Assignats  might  be  created  amounted 
to  about  four  milliards  600,000,000.  He  recom- 
mended that  a fresh  creation  of  800,000,000 
should  be  decreed.  This  was  done,  and  the  sum 
total  allowed  to  be  iu  eircniation  fixed  at  three 
milliards  100,000.000.  The  same  day  war  was  de- 
clared with  England.  In  the  meantime  the 
public  distress  w uit  on  increasing.  On  the  11th 
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April  the  Convention  decreed  six  years’  impri-  ; 
sonment  to  any  who  should  scdl  Assignats  for  less 
than  tlieir  nominal  value  in  silver,  or  should 
make  a difference  iu  prices,  according  as  they  : 
were  ]>aid  in  jmjun*  or  specie.  And  (Ui  May  2nd, 
the}'  decreed  a maximum  jn'ice  ot  ceu*u  lor  a 
limited  time.  ! 

22.  On  the  7th  May  fresh  creations  were  de-  | 

creed  to  tlie  amount  of  1,200,000,000,  the  imblic 
l>ropertv  being  estimated  at  muirly  seven  mil- 
liards. * Notwithstanding  the  severity  of  the  law, 
a silver  franc  in  June  was  worth  three  pajH-r 
frane.s  and  iu  August  six.  In  July  the  forestall- 
ing of  provisions,  and  even  retnining  them  from 
daily  sale,  Avas  declared  a capital  crime,  ami 
every  one  Avas  ordered,  under  a similar  penalty, 
to  niake  a return  of  the  (piantity  he  had  on  I 
hand,  and  the  quantities  he  intended  to  bring  to  ! 
market.  ^ ^ 

23.  The  government  made  the  most  energetic 
efforts  to  bring  the  Assignats  to  par,  and  to  in-  , 
sjfire  the  holders  of  them  Avith  confidence.  Cam-  1 
boil  stated  that  an  a^iota^e  tt>ok  jdace  betweem 
the  Royal  and  Bejuiblican  Assignats,  and  de- 
manded" the  snpiu’ession  of  those  bearing  the 
ertigy  of  the  king.  On  the  28th  July,  it  Avas 
decreed  that  all  the  latter  under  one  liumlred 
lives,  should  cease  to  be  legal  tender,  but  should 
be  reeoiA’ed  iu  public  payments  till  the  1st  of 
January  folloAving.  In  order  to  attach  the 
interest.sof  all  the  public  creditors  to  tlierevulution, 
the  Avhole  of  the  public  debts  AA'cre  consolidated. 
Some  of  them  Avere  as  old  as  the  time  of  Louis 
XIIL,  and  they  were  t>f  many  lUfferent  forms. 
The  Monik'ur  of  1793,  No.  273, 'contains,  in  a sup- 
jilemeiit  of  sixteen  pages,  a complete  account  of  | 
the  imblic  debts  and  the  decree  for  consolidating 
them.  Cambon  said  that  the  debt  must  be  made  , 
uniform  and  republieanized.  It  Avas  decreed  upon 
Ids  proposal,  that  a great  book  sliould  be  formed, 
called  the  ‘‘Great  Ibntk  of  the  Bublic  Debt,”  iu 
Avhieh  the  names  <if  all  the  public  creditors  should 
be  inscribed.  The  capital  of  each  Avas  com  erted 
into  a perpetual  annuity,  at  5 per  cent.  This 
Avas  to  be  their  sole  title,  and  they  AA'cre  ordered 
to  give  up  all  their  other  titles  to  be  destroyed. 
By  tliis  means  it  became  impossible  to  distinguish 
the  debts  contracted  during  the  Monarehy,  from 
those  cimtracted  since  the  rcA  olution.  The  Avhole 
of  the  consolidated  debt  was  thus  coiiA'orted  into  a 
mass  of  perpetual  annuities  of  £8,000,000  i>er 
annum. 

24.  At  this  period  the  Assignats  in  circulation 
were  of  the  nominal  value  of  £151,000,000 
sterling.  Those  which  bore  the  royal  effigy  and 
Avere  demonetized,  amounted  to  22^  millions 
sterling.  They  Avero  to  be  received  in  imymeiit 
of  taxes  till  the  1st  of  January,  1794,  and  after 
that  to  have  no  value  at  all.  A forced  loan  of  a 
milliard  from  the  rieh  had  been  decreed  iu  May, 
and  this  sum  Cambon  destined  to  redeem  an 
equal  quantity  of  Assignats.  Those  Avho  came 
foi’Avard  quickly  Avere  to  be  entered  as  creditors 
in  the  great  book,  for  annuities  at  5 per  cent.  By 
these  and  other  means,  it  Avas  calculated  that  the 
Avliole  amount  in  circulation  would  tie  reduced  to 
83  millions  sterling,  by  the  January  folIoAving. 
To  raise  this  forced  loan,  every  commune  Avas 
invested  Avith  dictatorial  poAA’ers  to  investigate 
the  incomes  of  each  of  its  members.  The  smn  of 
1,000  francs  was  alloA\  ed  as  necessary  to  each 


member  of  a family,  all  above  that  w;l<  taxed,  by 
an  increasing  scale  of  10  per  cent,  for  each  1000 
francs,  so  that  bv  thi'-  im-aiis  all  income  above 
10,000  francs  wa.s  absolutely  seized. 

25.  Many  persenis  c-eeing  the  fluctuating 
value  of  A>^ignats,  Innl  iiiAi'.-t^d  their  means  iu 
shares  of  Juini  Sun  k ComiKiiiies,  whose  jinffits 
Avere  supposed  to  be  imkqiendeut  of  the  deprecia- 
tion of  the  circulating  medium.  To  put  an  end 
to  this  rivalry,  all  J»tiiit  Stock  Couqiauies  Avere 
abolished,  and  all  who."c  fmuU  consisted  in  >hares 
jiayable  to  bearer,  or  transferable  at  pleasure. 
The  penalties  against  buying  and  selling 
Assiguat-s  and  clmrging  a ditlVreiit  jtrice  when 
jiaiil  iu  specie  or  ]Kq»er,  Avere  greatly  increased, 
and  death  was  derreeil  against  all  a\1io  ki-pi  back 
from  jiublic  sale,  articles  of  first  necessity,  avIucIx 
Avere  declared  to  be  bread.  Avine,  butcher’s  meat, 
corn,  flour,  vegetables,  fruit,  charcoal.  Avood, 
butter,  talloAV,  heiiiji,  flax,  salt,  leather,  drink- 
ables, salted  meat,  cloth,  aa'ooI,  and  all  stuffs, 
except  silk.  Every  trader  Avas  ordered  to  render 
a statement  of  his  ]uis>essions,  and  domiciliary 
visits  Avere  appointed  to  verify  them,  and  any 
fraud  was  puiii^'hed  w ith  death.  Commis>ioiiers 
ajipoiuted  by  each  commune  were  ordered  to 
iiisjH'Ct  the  iuA'oices,  and  fnmi  them  to  fix  the 
price,  leaving  a moderate  itrolit  to  the  dealer,  and 
CA'cn  ifthe  invoice  prices  Avere  s<t  high  as  to  leave 
no  ]»rotit  to  the  dealer,  he  must  still  sell  them,  at 
such  prices  as  the  purchaser  could  alfoi  il. 

26.  These  measures  soon  caused  an  almost 
entire  cessation  of  trade.  Most  of  the  shops  in 
Baris  and  other  toAvns  Aven*  shut.  The  retail 
dealers  had  purchased  at  higher  ]n*iees  than  the 
maximum,  ami  Avere  speedily  ruined.  More- 
over, the  maximum  only  applied  ttt  tlieiu.  There 
was  none  for  any  of  the  jireceding  stages  of  the 
manufacture,  or  tran-'pitrt.  'I'liev.  therefore, 
either  shut  iqi  their  shops  alt4»gether,  or  only  ex- 
jHtsed  for  .sale  their  gtiods  of  the  wiu'st  quality  at 
the  maximum,  and  reserved  the  best  for  those  Avho 

I came  to  buy  them  in  secret,  at  Their  real  value. 
AVhere  fonuerh  there  had  been  so  much  life  and 
animation,  there  Ava^  iioav  notliing  but  a seinilchral 
silence,  ami  the  sluqtkecpcrs  barricaded  their 
doors,  ready  to  e.scape  by  the  back  at  a moment’s 
' notice,  on  the  aiqiearance  of  the  revolutionary 
comuiissioiiers. 

27.  The  ]iiqmlace  Avas  seized  with  fury  on  see- 
ing the  natural  result  olThese  measures,  and  be- 
sieged the  legislature  for  m \v  and  more  rigorous 
laAvs  to  compel  the  di‘iders  to  eiuitiuiie  tlieir  trade. 

j Tlie  meat  Avas  diseased,  and  all  other  sorts  of 
jirovisious  Avere  incn  asml  in  quantity  and  weight, 
bv  the  most  abominable  adulteralious.  Bressed 
I by  thi.s  external  force,  the  ( ouvention  was  coni- 
^ p'elled  greatly  to  extend  the  laAvs  of  the  imiximuin, 
so  as  to  go  liaek  to  the  raAv  material.  The  jirinie 
cost  of  all  articles  wa^  fixed  lUi  the  basis  of  1790, 
Avith  a small  profit  allowed  ou  each  operation. 
Every  dealer  Avho  had  I'cen  in  luisiness  a year, 
and  had  left  olTiU*  diminished  liis  trade,  was  de- 
1 dared  suspected,  ami  thnovii  into  jirison.  Cmi- 
' sinners  were  only  allowed  to  buy  from  retailers, 
and  these  from  wiiolc"ale  dealers,  and  the  quantity 
Avliidi  each  might  purchase  w :is  fixed  by  hiAV,  aud 
it  Avas  only  obtaiuabU*  by  tickets,  deliA'ored  by 
the  Revolutionary  (‘oiiimittec. 

28.  Tile  loans  h*\  ieil  w itli  such  terrible  seve- 
rity, brought  ill  large  coiitrilmtious,  ami  Avith  the 
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otlier  Pan^niiuary  laws,  respecting  trafficking  iii 
Assignats,  nearly  restored  tliem  to  par  tor  a short 
period  at  the  close  of  1793.  Aloreover,  it  w;is 
enacted  that  concealed  gold,  and  silver,  and  jewels, 
should  belong — one  liaif  to  the  state,  and  the  other 
to  the  informer,  couse<tuently  the  very  possession 
of  specie  made  them  suspected.  These  circum- 
stances made  it  rea[>pear  in  circulation  for  a short 
time.  But  all  these  efforts  were  vain.  Produc- 
tion almost  ceased,  and  at  length  in  February, 
1794,  Paris  was  obliged  to  be  put  on  an  allowance 
of  meat.  The  quantity  fixed  was  seventy-five 
oxen,  loO  quintals  of  mutton  and  veal,  and  :200 
hogs  a day.  At  first  no  one  was  allowed  to  have 
more  than  half  a j)oiuid  of  meat  every  five  days, 
and  soon  afterwards,  the  Convention  decreed  a 
general  fast  for  six  weeks,  with  regard  to  meat. 
JMeantime  the  creations  of  Assignats  continued 
with  unabated  rapidity.  By  May,  1794,  there 
were  nearly  six  milliards  in  circulation,  after  de- 
ducting those  which  had  beeureturuedand  destroy- 
ed. In  June,  a fresh  isMie  of  1,105,000,000  was 
decreed;  and,  although  the  in*o})erty  they  were 
based  njHtn,  was  estimated  at  15  milliards,  the 
Assignat  had  now  fallen  to  the  twelfth  part  of 
its  nominal  value. 

29.  At  length,  after  the  destruction  of  Robes- 
pierre ami  the  reign  of  terror,  the  maximum  could 
be  maintained  no  longer,  and  was  abolished.  But 
the  (piesrion  of  tlie  deiireciatiou  of  the  Assignats 
still  remained,  ami  anxiously  engaged  the  atten- 
tion ot  governmeut.  Sales  of  public  property, 
forced  h tails,  and  a deniouetizatiou  of  tlie  paper 
Were  all  attempted,  with  equal  ill  success.  Lot- 
teries with  fabulous  itremiums,  and  no  risks, 
tontines,  and  all  sorts  of  plans  were  devised  to 
dimiiiLli  the  quantity  of  the  ])aper.  Ih'ices  being 
released  from  an  arbitrary  law,  s])rung  up  to  their 
natural  level.  But  the  enormous  expenditure 
constantly  required  fresh  issues,  which  far  over- 
balanced any  efibrts  made  to  reduce  them. 
Jnhaniiot,  the  ^linisler  of  Finance,  at  last  pro- 
posed tlie  only  possible  remedy,  to  return  to 
specie  as  the  only  im-a.-ure  of  value,  aud  to  reduce 
the  Assignats  to  their  value  in  specie.  But  the 
Coiiyeniioii  rejected  the  i»roposition  from  a Re- 
puldiean  ImiTor  of  sjiecie,  wlneli  w'as  siqiposed  to 
have  ruined  paiier;  and,  because  the  English 
having  so  much,  Averc  supimsed  to  be  able  to  make 
the  As-ignats  vary  at  pleasure.  Jeau  Bon  St. 
Ainire  then  ]H'o|iosed  to  adojit  coni  as  the 
standard,  so  tliat  any  person  who  ow  ed  rent  or 
taxes  to  tlie  amount  of  1,000  francs,  at  a time 
when  a <jiiintal  of  c<u*n  sold  fm*  ten  francs,  was  to 
(»ay  the  value  of  100  (iiuiitals  in  Assignats.  This 
proposal  was  rejected,  as  corn  was  tlieii  at  four 
inies  its  U'^iial  price,  aud  several  other  plans  Avere 
ilso  rejected.  At  hot  it  was  decreed  that  uiivmie 
night  have  the  national  domains  at  three  times 
he  price  in  Assignats,  at  Avhich  they  Avere  in 
1790. 

30.  The  extraordinary  fluctuations  in  the 
alue  of  tlie  Assignats  produced  a A'ast  amount  of 
peculation,  i)V  In  the  s]iace  of  an  hour 

he  price  sometimes  varied  from  150  to  210  livres 
oi-  tile  hniis  tP  or.  The  repeal  of  the  Iuav  of  the 
naxiimim  produced  similar  speculation  in  other 
nicies.  Every  one  btmght  aud  sokl  bread,  meat, 
:rocery,  oil,  yt*getable^  cXt\,  aud  llie  garrets  and 
ellars  Were  tilled  Avith  goods  and  eatables,  in 
hich  every  one  .speculated.  White  bread  sold 


at  25  or  30  francs  the  pound.  People  went  and 
bought  up  not  only  the  actual  produce  in  the 
country,  but  even  the  standing  crops,  aud  herds 
of  cattle,  in  order  to  speculate  in  the  rise  of  prices. 
In  the  meantime  the  national  domains  had  been 
put  up  for  sale  as  decreed, — namely,  at  tliree  times 
ill  Assignats  their  price  iu  1790.  Hundreds  of 
offers  poui'ed  in.  For  one  property  300  offers 
Avere  made,  for  another,  500.  TJiis  great  success, 
however,  made  the  Coiiveiitiou  believe  that  they 
Avere  throwing  away  the  property  at  a loss,  and 
the  decree  was  repealed. 

31.  IlaAing  thus  abandoned  the  only  plan 
which  had  hitherto  seemed  to  promise  success  iu 
reducing  the  depreciation  of  the  Assignat,  it  con- 
tinued to  get  w'orse.  The  Conveiiuou  then  hit 
upon  another  plan.  They  assumed  it  us  a principle 
that  the  value  of  the  Assignat  must  doiieud  on  the 
quantity  in  circulation.  Thus,  if  an  article  cost 
one  franc  a\  hen  there  W'ere  2,000,000,000  iu  cir- 
culation, it  must  be  w orth  tAVo  francs,  Avheii  there 
Avere  4,000,000,000,  and  three  Avhen  there  Avere 
6,000,000,000,  aud  so  on.  A scale  Avas  made 
taking  tAvo  milliards  as  the  basis,  and  it  aaus  de- 
creed that  m all  payments  in  Assignats  there 
should  be  added  one  fourth  for  every  500,000,000 
iu  circulation.  But  the  goA'erimieut  Avere  unable 
to  apply  this  scale  to  all  transactions.  It  was  first 
adopted  iu  the  payment  of  taxes  aud  their  arrears. 
It  Avas  promised  to  the  public  functionaries  when 
their  numbers  Avere  reduced,  and  the  creditors  of 
the  state,  Avhen  the  taxes  should  admit  of  their 
being  paid  iu  the  same  scale.  The  laudoAvners  iu 
the  Brovinces  AVere  the  only  ones  avIio  AVere  able 
to  make  their  tenants  jiay  acctu’diiig  to  the  iicaa- 
scale.  In  i\lay,  1795,  the  national  property  Avas 
estimated  at  16  milliards,  the  Assignats  created 
at  nearly'  12  milliards,  of  Avhich  only  8 milliards 
less  140,000,000  Avere  in  circulation.  The  sales 
ot  the  national  domains  having  been  i)Ut  a stop  to, 
there  was  nollung  toclieck  the  depreciation  of  the 
Assignats.  In  a teAV  mouths  the  issues  increased 
from  12  to  29  milliards,  and,  notwithstanding  the 
numbers  Avhit  h aaxtc  returned  and  cancelled,  tliere 
were  19  milliards  in  circulation,  or  iu  nominal 
A'aIue,T760,0o0,000  sterling.  The  publicfuuction- 
aries  could  no  longer  Jive  upon  their  salaries,  and 
resigned.  Ono-third  of  the  army  ileserted.  Wlieu 
the  Directory  entered  upon  their  functions  iu  Xo- 
A'ember,  1795.  at  the  Luxembourg,  there  Avas  not 
a piece  of  furniture  iu  it.  The  keeper  lent  them 
tour  straw'  chairs,  a three-legged  table,  and  au  ink- 
stand.  TIuy  had  the  foresight  to  bring  AAuth  them 
a Avriting  desk,  and  letter  iiaper ; there  Avas  not 
a farthing  in  s[iecie  iu  the  treasury,  and  the  only 
means  ot  ])a\’iueut  iu  the  muriiing  Avere  the 
Assignats  avIocIi  Avere  jirinted  during  the  night. 
Snell  AA'as  the  condition  to  aa  hich  a governmeut 
entrusted  Avitli  alnnist  unlimited  poAA'crof  creatim^ 
pajier  money  w'as  reduced  to  ! ” 

32.  1 lie  Directory  devised  a plan  of  raising  the 
value  of  tlie  paper  by  liquidating  it  at  one- 
tliirtietli  of  its  value,  it  liaA'iiig  in  reality  fallen  to 
almost  the  30('tli  part  of  it.  This  plan,  how'e\'er, 
Avas  rejected  by'  tfie  Council  of  the  Ancients. 
Tliey  then  pn»posed  a forced  loan  of  600  millions 
in  real  value,  citiier  specie,  or  Assignats  at  their 
current  value.  This  Avas  adopted,  but  had  no 
better  success  ihan  the  former  plans,  and  in  1796 
the  issues  amounted  to  45  milliards,  and  a milliard 
ill  paper  wa*  only  reckoned  equal  in  reality  to  a 


ASSIGNATS, 


ASSIGNATS. 


million  in  sjieeie,  though  the  quotation.^  never 
readied  Iliat  drqiression. " 'I’lnt  is,  tlie  Assignat 
had  in  reality  fallen  to  tli'-  thiniaantUh  ]>art  of  its 
iiotniiial  value.  What  an  admiraitle  commentary 
iqioii  the  wi>d«mi  ♦fi* tin*  theory  upon  Avliieh  they 
Avere  founded,  tliat  if  they  only  re])resent«al  some 
article  of  solid  value  like  land,  their  value  could 
never  fall  below  that  of  gold  and  silver  ! 

33.  Soui(‘  idea  of  the  terrible  tluctnarion  in  the 
value  <»f  propi*rty  may  be  fornie<l  Avheii  avo 
(fijserve  the  rapidity  of  the  fall  in  value  of  tln‘ 
As'.ignar.  It  Avas  at  par  for  a short  time  at  the 
end  of  1793,  that  tlie  louis  d’or  avus  at  25 
juper  livres.  During  1794  and  1 795  it  Avent  rai 
depredating  till,  at  the  mid  of  August,  the  loiiis 
(for  was  Worth  1,020  jaiper  livres.  During 
September  it  rose  gradually  to  l,goo  livres; 
during  October,  to  3,(k)0  livres.  at  which  level  it 
remained  during  XoAumibcr,  In  December  it  rose 
to  5,100;  in  January,  1796,  to  5,400 ; and  in 
Febniaiy  to  8,600.  But  these  are  morelv  the 
higiied  quotations  in  endi  month.  It  varied 
several  hundred  livres  in  the  same  day,  freqiu'utly 
500  livres  from  day^  to  day,  and  on  some  occasiitus 
1,000  livres.  As  a speeiuien,  Ave  mav  say'  that 
on  the  23rd  October,  1795,  the  hmis  d'or  aaus 
(Iiioted  at  1.690  livres;  on  the  2t>lli,  at  2,060;  on 
the  28th,  at  2,750  ; on  the  30th,  at  3,(>50  ; and  on 
the  3Ist  at  2,600.  The  prices  of  commodities 
fitlloweii  the  same  lluetuations.  In  tAvo  months 
the  jirices  of  c<»l!’ee,  tSec.,  rose  tenfold.  Even  in 
August,  1795,  an  ordinary  octaA'O  A‘oliimc  sold  for 
375  francs. 

34.  The  Directory  at  length  saAV  that  it  w'as 
iiece.ssaiy  to  do  somothingeffecrnal  to  bring  the  or- 
dinary' transaetioiis  of  life  from  being  mere  gam- 
bling. Tile  process  of  (»btaining  land  for  Assig- 
nats Avas  long  and  tedioU'',  and  it  aa  as  determined 
to  sliorteii  and  simplify  it.  Accordingly,  a iicav 
species  ot  paper  was  devised,  Avhicli  Avere  named 
t('rrUi*rial  inainlats.  Tlie  Assignats  AVere  secured 
on  some  ])articular  estates,  and  llicre  Avas  con- 
sequently mucli  ditliciilty  in  appropriating  them. 
The  mandats  Avere  created  at  the  rate  of  30  to  I, 
and  every  domain  Avas  to  be  deliAon'd  Avithout 
sale  by  auction,  or  any  other  formality  Ilian  a 
mere  procla  rerhtd^  to  any  one  who  tendered  in 
mmulats.,  a sum  equal  to  tAventy-two  years 
]mreliase  at  its  price  iu  1790.  MandaU  to  the 
amount  of  2,400,000,000  AA'ere  iiiuiiediatifiy 
created,  and  domains  to  that  amount  approjiriuted 
to  their  payment.  At  the  rate  of  30  to  1 it  Avas 
computed  tliat  the  quantity  of  .Vssignats  in  circula- 
tion AVere  eipuA'alent  to  800,000,000  in  mnndtds. 
Six  liuudred  millions  more  Avere  aiqtrojiriated  to 
tile  public,  service,  and  1,200,000,000  Avere  to  be 
deposited  iu  a chest  Avith  three  keys,  to  be  taken 
out  by  decree  as  thev  Avero  Avauted.  It  Avas  then 
ordered  that  the  plates  of  tin*  Assignats  slnmld  be 
jmbliely  broken  u]»,  ami  destroyed,  on  the  19tli 
iM'bniary,  1796,  in  the  Place  Veiidonic,  Avhich 
Avas  accordingly  done. 

35.  Thf'se  mandats  Avere  created  on  the  2Gth 
Ventose,  or  15th  March,  1796,  and  they  aa'ci'C  : 
then  declariMl  thelegal  tender nfllie  Iiepublie.  and  ' 
all  ]>ayinents  Avere  directed  Ut  be  mad\‘  in  them. 

1 he  same  luAvs  against  selling  inamlats  lV»r  gold 
and  silver,  against  Assignats  were  enaete<l,  and 
to  ]M*eviuit,  if  possible,  .speeulatimi  iuthe  value  of 
the  mamlat,  the  exchange  Avas  shut  up,  just  as  if. 
says  'riders,  the  shutting  up  of  the  exchange  j 
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conM  prcA-eur  inuA-ate  exchanges  fnau  springing 
up  l>v  theiisainD  elseAvherc.  The  inime<Iiate  ne- 
cessities Avere  so  urgent,  that  the  gioeriiment 
; Avere  nldlged  to  is*'iie  pnaiii>e-  111*  maM'lat--,  until 
I the  mandat'  tli'Uii'clve'i  A\ere  ready.  'Tloi*  pro- 
I mises  >iM»n  fell  {’.t  a heavv  di>e'Uint,  ami  tli<‘ 
mandats  Ih-an^eives  ha<l  fallen  frtuii  U»0  to  is 
francs  the  day  they  were  i"m-d,  1 Ith  Ajiril, 
1796.  It  tiM)k  somi*  time  U*  make  tin*  necessary 
prejiaratious  to  etV-M  t tin*  'ale  of  the  domains,  and 
it  Avas  sjiread  abmad  that  tlie  government  Avonld 
refuse  to  ]tavt  Avith  them.  avImcIi  depressed  the 
! mandats  still  more.  The  sales  were.  hoAVever,  at 
length  eommenced,  ]mrelia<ers  flocked  in.  and  the 
mandat  for  100  francs,  Avhieh  had  fallen  to 
' tifteeii,  gradually  rose  to  thiriv,  forty,  ami  some- 
times even  to  eighty  francs,  and  sonn*  hopes  w ere 
entertained  that  the  financial  eonditioii  avuuUI  bo 
ameliorated. 

36.  But  these  hopes  wero  illusnrr.  The 
existing  issues  of  Assignats  Avhen  the  mandats 

I AA'cre  created,  AA'ere  reckoned  equal  to  s00,(»o  >,ooo 
of  mandats.  But  2,40iA,ooo/hao 
j Consequently,  tin*  issue  of  mandate  was  only  the 
i Assignat.'  under  another  name  and  j’ornuamito 
^ issue  that  amount  of  mandats  was  merely  to 
I triple  the  old  circulation  of  Assignats.  The  in- 
I evitable  consequence  folIoAved,  the  mambit  so  ui 
, fell  to  the  same  discount  as  the  old  As>ignat. 
People  refused  them  altogether  in  private  tran- 
sactions, and  n*'orted  to  liartcr.  By  getting  rid 
of  >uch  a circulating  medium  commeree  began  to 
regain  some  activity. 

37.  The  A’ontinned  issues  nf  mandats  soon 
I caused  them  to  fall  to  the  same  discouni  as  the 

Assignat>.  ami  as  they  rejireseiited  thirty  A>si- 
I gnats,  it  folloAved  that  the  lait.T  had  fallen  to 
I nearly  the  3t), 000th  part  of  its  nominal  value. 

The  g»)vermnent  then  refiiscil  to  jiart  Avitli  the. 

! national  domains  at  the  di-pm-iated  value  of  the 
mamlat.  In  tlie  meantime  tlie  desmicfion  of  the 
value  of  all  articles  had  allured  foreigner'  to 
come  there  to  buy  them  at  a Ioav  jivire.  The 
unliap])y  proprietors  Avere  too  glad  to  sell 
their  most  costly  ]»ossessions,  their  jiictiires, 
statues,  Avines,  and  juveious  stones,  for  sjieeie. 
'riius,  Avhile  tlie  excessive  issues  of  jeipcr  hatl 
driven  specie  out  of  the  country,  the  low  ]»rices 

of  all  sorts  of  Is  brought  it  baek  again,  as  is 

ahvays  the  case  in  e\ory  financial  crisi>. 

38.  This  second  stiecies  i»f  iiaper  currency 
' having  thus  hopelessly  fail-  d,  tlie  government 
' Avere  at  last  driven  to  the  only  resoiiree  that  re- 
; maiueil.  On  the  UJlh  July,  1796.  the  itaper 

currency  Avas  destroyed  at  a bloAv.  It  aa.is 
decreed,  that  theneeforth  any  one  might  makt* 
Avliat  bargains  he  i»leased,  ami  in  Avliat  eurreney 
he  pleased.  'J'luit  the  mamlals  sliould  b>'  taken 
in  future  only  for  their  \alue  in  specie,  and  tliat 
tliis  value  should  be  jtublished  daily  at  tlie 
treasury,  ami  tlie  remainder  of  the  publii*  domains 
Avere  m’deivil  to  be  sold  for  mandats,  at  their 
current  A'alue. 

39.  Thus,  at  length  the  Avhoh*  system  avus  de- 
stroveil  and  Sjiecie  immeiliately  ivap]ieared  in 
circulation,  and  in  the  space  of  alumt  twehe 
months  AA’as  entirely  and  permanently  ri-stored 
to  the  Country,  without  the  least  distiirbam'e  or 
iueoMvenienee.  Tlie  maximum  aau.'  swept  away. 
The  ncAv  revolnthmarv  I'rojirietors  >e!iled  iiow>i 
quietly  Avitli  such  as  remained  ut'  ihetfid  ones,  tl.e 
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(Vt'filom  of  coninuTco  wns  rc.stoiv<l,  and  :=ociiil 
t-rdrr  rt‘tunud.  luul  this  ]ia|>rr  riimnu y,  atlcr 
luiviii^r  (‘dVcti'd  a Jire-ator  ivvnlutinu  ]>roiK*rly, 
and  liuviii;:  ht'Cii  tlio  caiiso  of  <:reatt‘r  imscry,  tliaii 
was  vwr  ooma'iilrated  into  so  small  u space  ot 

lime,  linaiiy  disappeared. 

40.  Such  is  men  ly  a short,  and,  in  man)  lo* 
speets,  a very  imperfect  sketch  ot  the  actual 
elfects  of  one*  of  the  most  subtle  ami  plau>ible 
theories  of  cmTcucv,  but  one  -vNlnch  has  numerous 
lu'licvers  at  tlie  present  day.  ^ Xor  is  it  pos.<ible 
ti»  >hi‘W  its  radical  error  without  adoptin^^  the 
fundamental  conception  of  the  nature  and  hinc- 
tious  i.fa  currency  \vhich  we  have  proposed  else» 
where.  (Ci  KRK^cY.  Monky).  A\  e may  observ e 
that  tile  speeches  of  those  numbers  (d  the 
A>se!ublv,  who  supiKU’ted  the  issues  ot  the 
Assifruat's,  and  who  scouted  all  ideas  ot^  the  ]>os- 
>iliilftv  of  their  de]treciatioii,  were  received  with 
eiithuMastic  applause,  while  tho>e  of  the  wiser 
ones,  who  ol.ptt^ed  them,  and  clearly  predicted 
their  mischievous  ciuisequeuees,  were  received 
either  with  a dea«l  silence,  or  disapprobation, 
utterly  untit  is  a iio]mlar  assembly  to  decide  ntaui 
u seientilic  qiiestuui.  Nor  are  we  to  attribute 
tliis  onlv  to  therevidiitionary  asseuiblyid  !■  ranee. 

All  the  Vln'iiomena,  only  iUi  a diminislied  seah\ 
exhibited  bv  the  Assipiats,  were  reproduced 
tweiitvvears  later,  by  the  paper  issues  ot  the 
Uank‘of  Enjzland.  And  the  very  same  tallaeies, 
whieli  found  so  mneh  favour  in  the  Ireiieh 
Assemblv.  were  reiu’odueed,  and  loniid  eiiual  tavur 
in  our  own  House  ot  Commons  hi  1811 
Nav,  the  House  of  Commons  ^Tcatlyout-did  the 
French  Assembly  in  absurdity,  tor  it^  came  to  a 
solemn  vote  that  wlmn  h required  a £l  mdc  and 
seven  shillings  to  lujirhase  a ^niiiiea,  that  the  £1 
note  was  still  equal  to  twenty  shillin^rs,  whereas 
the  ilepreciation  of  the  Assi*rnat  was  ahvays  ac- 
knowled'^etl.  and  deplored  in  the  Coiiveiituui,  and 
strenuous  exertions  were  made,  however  unsuc- 
ce>sfullv,  to  briiijx  it  to  par.  AVo  shall,  in  otlier 
parts  of  this  work,  briii;:  forward  other  nistanees 
of  this  tliem*y  of  currency  having  been  adopted, 
with  >iiuiiar  results. 

ASSOCIATION.  See  Company. 

ASSURANCE.  See  Insurance, 

ATELIERS  NATIONAUX— \V(Miavo  it  from 
thi‘  liiiilicst  aiitliority  that  tlio  v<H.r  will  iiyvor 
cease  from  olf  the  earth,  and,  in  truth,  m all 
deiiselv  peopled  eountries,  the  question  ot  tlic 
iMMU*  is  one  of  vital  importaiiee.  No  institutions, 
however  ancient  or  excellent  in  theory,  no  projicrty 
can  be  secure  in  a country  where  tlieiv  is  a great, 
tierce  mass  of  starving  poimlaee.  I here  is  no 
surer  cause  of  revolution  than  pliysical  misery. 
The  (iTiestion  of  the  ])oor  has  beeind  triuiscendaiit 
imiaataneo  in  Kn-laiul,  ever  since  the  days  of 
Heurv  VIII.,  and,  although  the  evils  ot  the  old 
1*001- Law  became  at  last  intolerable,  and  nnqiies- 
tioiiablv  greatly  aggravated  the  very  evil  they 
were  intended  to  relieve,  there  ean  scarcely  be 
any  doubt  that  it  contribute<l  greatly  to  re- 
move one  chief  cause  of  jiulitieal  turmoil.  It  w as 
certainly  a heavy  price  to  ]tay,  but  it  is  not  easy 
to  see  how  the  ctnmtry  couUl  have  escai>ed  a revo- 
lution, if  a large  mass  of  starving  pauperism  had 
been  added  to  all  the  other  inflammatory  elements  , 
during  the  fever  of  the  llevoluthinary  war.  lhat 


all  laws  of  tills  nature  sfrh  tly  belong  to  Socialism, 
and  are,  tli-  refore,  violatii>iis  of  Ih-ritical  Leonoiny, 
is  true,  but  in  this  case  it  is  a choice  of  evil<.  ami 
s.nne  sort  of  a law  of  this  kind  seems  be 
ab>olutelv  essential  for  tlie  pi-aee  ol  s(»eicty.  I he 
question  tiieii  seems  to  be,  to  devise  the  least 

obnoxious  form  of  a necessary  ev  il.  ^ * 

■2.  '1'Ik'  nuestimi  of  the  poor  lias  lioon  of  mit 
less  imiiortiinee  in  France,  than  in  Fiisrhim  . (s- 
peeiallv  since  the  revolution  ot  wlieii  the 

relieiiius  c-tiihlisliments  were  swept  a"’^y.’ 
elHcient  substitute,  like  tl.at  of  the  Knolisl.  1 ooi 
Law,  was  provided.  The  mode  in  which  tlie 
(inestion  has  been  dealt  with  in  that  eountrj,  is 
an  example  of  the  immense  practical  consequences 
that  mav  How  from  a slight  diftereiice  in  two  e\- 
pressioiis,  both  springing;  from  the  same  imiUa- 

*''*:t!'*AUhmigh  aiiv  one  capable  of  _ reasoning 
must  know,  that  the  niie(|iial  distribution  ot  pro- 
oertv  is  a matter  of  inevitable  necessity,  amt 
■ammt  possibly  be  avoided,  yet,  at  any  given  time 
of  great  public  distress,  it  is  surc‘  to 
strongest  ieidonsv  in  tlie  minds  ot  the  st.irMiig 
and  be  regarded  by  them  as  iiminitous.  It 
is  useless  at  siieli  times  to  say,  that  if  an  equal 
division  wore  made  of  all  the  property  in  the 
eouiitrv,  bv  the  end  of  a week,  the  able,  tlie  sti  ong, 
and  the  industrious,  wniild  liiive  got 
tlie  prop.a-tv  of  the  idle,  the  profligate,  ami  tlic 
weak,  and  the  diftereiices  would  soon  be  as  great 

us  ever.  Wliat  they  want,  at 
.stant  nflief,  and  if  it  is  not  ^oveii  tliem,  the  ui- 
taintv  is  that  they  will  seize  it  by  toiee. 

4 "it  bus  then  been  fmind  absoluU-Iy  necc>>iu}  b 
c-onceile  this  point,  that  all  persons  in  1'^ 

have  a legal  right  to 

maintenaiiec  of  tlie  people  is  ‘ 

upon  the  industry  of  the  nation.  But  tin  I t 
of  subsi-tence  draws  with  it  the 
of  demaiidiiig  work  in  exchange  tor  tins  nuiin- 

*'^'5  "so  far,  therefore,  it  is  impossible  to  deny 
that  the  English  law  and 

l.roceed  ,,„ri  The  difiereiiee  ' 

Ihe  tnri/of  a sentence.  The  Socialist  theory 
deiuaiul-  that  the  work  provided  tor  the 
sliall  be  siieli  as  they  are 

it  shall  lie  sneh  as  tlie  renjnent  1’' 

ciple  of  the  English  law  is,  that  it  shall  bt  such 

o'’ qq.ro'idSstem  of  Poor  Imw,  with  its  system 
of  parish  allowances,  &c , made  a very  near 
approach  to  tin- Socialist  doctrine;  (lo.  La«). 
But  the  essential  distiiietiou  between  tin  Vw 
Boor  Law  and  the  Socialist  theory  consists  in  tin.- 
siniplv  that  the  work  provided  tor  the  reeipimit 
of  relict  is  such  as  the  giver  pleases,  and  not  such 

stated  by  IM.  INI.  Cocqnelin  and  Leon 
Eaiicher  in  two  valuable  articles  on  * 

iho»n,bc./c  rAhvnnn,o>7W;/n/»c,troni  w nb  ^ 

.,f  the  following  information  is 
Ivick  ‘1-4  Lj45  edicts  had  been  is.'iicd  dimtiUp 
S bH'imeiit  of  public  work-bops  lor  t e 
uiiemtdoved.  And  .adi.iaiices  were  i-s  ie  in 

and  endeavoured  to  encourage  the  cstablibhmuit 
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of  public  Avorks  in  euch  province,  during  the  dead 
sea'ion,  by  privileges. 

8.  In  l*7bO  tlie  public  troubles  caused  the  ehising 
of  numerous  ]U‘iA  ;ite  otablishmeiits,  and  tlireAv  an 
immense  number  of  workmen  out  of  employment. 
A'ast  ]mblic  workshops  were  opent'd  in  the  neigh- 
bourhood of  Paris,  in  which  the  men  were  em- 
ployed on  eartliworks,  and  women  and  children 
in  spinning.  Beside  that,  30,000  francs  Avere  ]nit 
at  the  disposal  of  each  department,  to  eiiqiloy  tlie 
]Kior,  on  a similar  ))lan  to  that  adopted  at  Paris. 

9.  The  ('oiistitutiou  of  1791  decreed,  among 
tlie  giianintces  given  to  the  citizen,  '‘that  there 
should  be  created  ami  organized  a general  es- 
tablishment of  public  a.ssistance  to  bring  up 
foundlings,  to  relieve  tlie  iiitinn  poor,  and  to 
furnish  Avork  to  able-bodied  ]>oor,  aa  ho  could  not 
procure  it  for  themselves."’  lint  this  never  could 
lie  etiieiently  carried  out.  NotAvirlistaiuling  the 
assistance  that  Avas  given,  the  misery  of  the  )u)or 
AA'ent  on  increasing,  and  more  and  more  AA  ork- 
slio])s  Avm*c  every  day  closed. 

10.  The  Constitniion  of  1793  aa  ms  more  ex- 
plicit still  ill  its  declaration.  It  said  that  ‘‘p'di- 
iic  relief  is  a sacred  duty.  Society  owes  sub- 
sistence to  nnforiunate  citizens,  either  in  jiro- 
curing  them  Avork,  or  in  assuring  the  means  of 
existence  to  those  avIio  are  not  in  a condition  to  ' 
Avork,”  Tliis  abortive  Constitution  inainiaim‘d 
tlie  diictrine  tliat  tlie  State  aahs  bound  to  timl 
enough  Avork  for  all  its  members,  as  should 
enable  them  to  sup])ort  themselves. 

11.  This  doctrine  Avas  dropjied  out  of  the 
succeeding  constitutions,  but  the  Atelirrs  f/e 
vharite  survived ; and  the  laAv  of  the  ‘lA  Veiule- 
miare,  year  XIL,  contains  \’cry  minute  and  , 
])i*ecise  regulations  for  tliem,  but  it  had  no 
greater  snecess  than  the  former  attempts.  Jia- 
bmif  drcAv  from  it  his  ])rineiple  of  the  coiumnnity  I 
of  goods;  and  it  sank  dee]>  in  the  minds  of  the 
people,  and  has  formed  one  of  tlie  priuci]ml 
articles  of  the  Socialist  creed.  M.  Leon  Faiicher 
quotes  from  Fourim*  the  folloAving  passage,  Avhieli 
contains  the  enunciation  of  the  jirineiple  of  tlie  ' 
droit  au  //v/r/o7.  “Scripture  tells  us  that  God 
condemned  tlie  first  man  and  his  ]iosterity  to 
Avork  Avitli  SAveat  on  their  brows;  but  lie  has  not 
condemned  us  to  be  (h'pri\ed  of  that  AVork  on  - 
Avliicli  our  subsistence  depends.  A\'e  can  tlien,  ‘ 
in  accordance  Avith  the  riglits  of  man,  request 
)ihiloso])liy  and  civilization  not  to  dejirive  us  of 
tliat  resource,  Avhich  God  has  left  us  at  tlie 
Avorst,  and  as  a ehastisemeut ; and  to  guarantee 
to  us  the  ri^hU  (tod  the  kind  of  hdmr^  to  Avhich  aa’C 
Iiave  been  liroiight  up.  We  liaA'e  iioav  jiassed  the 
time  to  cavil  at  the  rights  of  man,  Avitlumt  thinking 
of  recognizing  the  most  inqtortant  of  all,  Avithoiit 
Avhich  the  tUliers  are  notliing.  AVhat  a sliame  to 
the  nations  Avho  think  themselvi‘s  clever  in  social 
t'olities!  Oiiglit  one  mtt  to  dwell  ujion  such  a 
shameful  error,  to  study  the  linman  mind  and  | 
the  mechanism  (d  society,  Avliich  gives  to  man  all  j 
his  natural  rights,  of  which  civilization  eainmt  , 
guarantee,  or  admit  the  in’incipal  one,  the  droit  an 
travail  f ” 

Pi.  This  ncAvly  diseoA'crod  right  of  humanity, 
however,  uiaile  little  ]irogress  in  public  opinion,  [ 
beyond  a small  school,  for  a considerabh^  time, 
Avhich  all  its  advocates  acknoAvledge  to  be  abso- 
lutely incompatible  Avitli  the  rights  of  jiroperty 
and  the  existing  organization  of  society.  At  the  i 


] revolution  of  1830  thesis  de  chnritr  Aveve 

; trird  again,  with  similar  results. 

13.  During  this  time,  this  expn'ssion  of  the 
i di'fHt  an  travail 'wmWw'dw  win  king  its  \i  a)'  in  the 
I jmbjic  mind.  S«  veral  persons.  Avlio^e  naim*s  are 

more  4»r  b‘>s  m»liniims,  ( onsiilerant,  Gabel, 
Promllmn,  St.  Simon,  Louis  Bhiiie,  liad  been 
bu>yiiig  their  brain- AA  ith  schi-mes  to  amelimate 
the  organization  of -ocii-ly,  and  Avlien  the  catas- 
trophe of  1848  took  place,  brought  about  in  a 
great  measure  by  tlie  snfierings  from  want  of 
Avork  of  the  poimlaee  of  Paris,  the  Socialist  parly 
had  a grand  o]iportiiiuty  of  trying  the  practical 
etfi'cts  of  their  ideas. 

14.  Tlie  revolution  of  1848  proclaimed  the 
dt'oit  an  traraiL  On  the  :i(»th  February  the 
tblloAving  decree  A\'a.s  placarded  on  the  Avails  of 
Paris : 

“The  proA'isional  government  of  the  Froneh 
Republic,  engages  to  guarantee  the  existence  of 
the  laborer  by  AVork. 

“ It  engages  to  guarantee  Avork  to  all  tlie  citi- 
zens. 

“ It  acknoAvledgos  that  tlic  workmen  might  to 
associate  among  themselves,  to  enjoy  the  legiti- 
mate profits  of  their  Avork.’* 

15.  M.  Louis  Blanc  ileelaros  that  this  decree 
Avas  forced  upon  the  provisional  goveniment  by  a 
Avorkman,  deputed  by  the  peo])le  to  insist  upon 
the  reeognitiou  of  the  principle  of  the  droit  an 
iravaih  by  the  Government.  Some.  lioAvcver, 
shreAvdly  siispeet  tliat  this  alleged  AV4irkman  Avas 
mulling  luttre  than  an  agent  of  some  of  the  provi- 
sional gOA'crnmont,  to  coerce  their  unwilling  col- 
leagues. Be  that  as  it  may,  the  “ organi^alion 
du  traA  ail  ” \a  as  decreed.  A decree  of  the  2bth 
February  says, 

“ Considering  that  the  rCA'ohition  made  by  the 
peo]tle,  should  be  made  fin*  them. 

“That  it  is  time  Xo  put  an  end  to  the  long  and 
unjust  sufieriiigs  of  the  Avurknien. 

“ That  the  (tuefetion  of  Avork  is  of  great  imitor- 
tanoe. 

“That  tliere  is  none  higher  or  more  Avortliy  the 
attention  of  a repnlilican  g<»vermnent. 

“That  it  belongs  above  all  to  France  to  study 
dec]4y,  and  ro>olve  a probhan  ioav  prop()M*d  to 
all  the  industrial  iiopiilations  of  Kiirojic, 

“Tliat  it  onglit  to  resolve,  Aviiliont  tlie  h^ast 
delay,  to  guarantee  to  the  peo])Ie  the  legitimate 
fruits  of  their  Avork. 

“ The  provisional  Government  of  the  Republic 
decrees  : — 

“A  ])ennaiient  commission,  to  be  called  tlie 
Cawmiffee  of  the  Government  for  the  v'orkmvn, 
Avill  lie  immediately  named,  Avith  the  express  and 
special  duty  of  attending  to  their  condition.” 

10.  In  accordance  Avith  this  decree,  a commit- 
tee was  ajq»innted,  Avith  M.  Louis  Blanc*  at  its 
head,  amUnstalled  in  the  Luxemlmrg ; to  carry 
out  the  Utopian  seheme  of  finding  Avork  for  CA  crv 
body.  Blit  one  result  could  ensue.  It  aggra- 
vated the  misery,  di>tre>s,  ami  disorganization  of 
labor  tentbhl.  The  infianimat(U*y  }>n»elaniati»ms 
that  emanated  from  the  Luxemburg,  destroyed  all 
the  remaining  relations  that  existed  betAveeii  the 
jirivate  masters  and  their  Avorkiuen.  In  a givat 
number  of  establishments,  masters  and  Avorkinen 
had  come  to  a voluntary  agreement,  as  to  tlie 
quantity  ami  hours  of  Avitrk,  and  the  rate  of  wages 
Tlie  reckless  folly  of  these  charlatans  upset  all 
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Jirraiigcinoiits.  Thoy  wi*rt’  turbiiLU’n  by 
ili'cm*  to  entor  into  such  riijxa,L^tMtu*nts.  Noi*  did 
tlndr  iiifdilliini  sto]i  tluTo.  They  not  only  n-pi- 
latrd  il)e  tbniw  in  m'IucIi  work  was  to  be  conducted, 
and  I'uidtbr,  but  also  it>  hours.  A dorroo  onU-red 
tliat  a dav's  work  >liould  not  oxceed  ton  hours, 
in  all  trailfs  ihrouudiout  Franco,  llaviiiir  thus 
disordered  all  tlio  relations  bctwrcn  caiutalists 
and  Avorknu'U,  they  threatened  to  appntpriate  all 
tlie  luanutaetitrie^  to  the  use  ot‘  the  Slat(*.  I he 
masters  and  eontraelors.  in  despair,  rei [nested  the 
(ioveninient  to  take  all  their  A\orks  idl  their 
hand'.  The  committee  ti»ld  them  they  would, 
and  pay  them  a lar^e  indemnity  ; but  as  tliey  Innl 
no  means  n\’  doin;X  so  at  that  time,  it  must  be 
taken  out  ot‘  tbe  resourees  ol'  the  future.  ^ "Ihe 
State  would  p.ive  them  obligations  beariiijr  inter- 
est, secured  tui  tlie  yaliie  of  the  establislmu'iits 
j^iven  up,  and  payable  in  annuities,  or  by  in- 
stalments. 

17.  The  ^mvernment,  by  thus  med<lling  Avith 
private  contraets,  soon  ]uit  all  soeial  4»rder  in  dan- 
jii*!'.  It  Avanted  !(►  approju’iale  to  itseil  all  baiik>, 
all  eredit,  all  insurance  companies,  ami  railroads. 
Instead  of  a remedy  bein^  prifvided  for  the  exist- 
ini:  distre.-s,  it  Avas  a;XfiTavated  a thou>and  told. 
Instead  of  the  existin':  Avant  of  A\ork  beiu^^  pro- 
vided for,  a universal  stoppa;:e  took  [tlaee.  TIiC 
rtovernment  aacio  tlieu  driven  to  or^oinize  the 
Atelirrs  nationfiuj' in  y\U\v\\  X\w  State  Avas  bt  be 
the  universal  employer,  and  all  the  beantitnl 
theories  of  communLm  Avere  to  be  inaugurated. 
All  emi>lovments  Avere  to  1h‘  regulated  on  tbe 
same  scale,  and  all  wages  A\ere  equal.  Ol  course 
the  AA'Iiole  mass  ot  AA'orkiuen  and  ])aupt*rs  rn>hed 
to  them.  The  right  of  labor,  if  claimed  as  a right, 
Avas  110  A'  here  cou>idered  as  a duty.  Every  one 
Avas  admitted  indiscriminately.  The  numbers 
Avere  never  exactly  ascertaimal.  Jliit  Avliile  they 
did  not  exceed  G,000  in  Man  h,  they  Avere  consi- 
dered to  lie  not  less  than  110,000  in  June,  when 
the  Avhole  rcsoun'es  (>f  society  being  last  devi>iired, 
they  were  obliged  to  be  broken  ui»  at  tlie  expense 
of  the  terrible  iusurrcctifjii  of  rlime;  a heavy  and 
conclusive  price  to  pay  tor  the  solution  ut  an 
economic  (piestion. 

IS.  It  might  have  been  thought  that  Avith  tins 
terrible  exjHTience  before  their  eyes,  tin*  l*rencli 
assembly  Avould  have  been  etlcetnally  cured  of 
this  fatal  doctrine  of  the  tlrolf  tni  frantil^  and  yet 
on  the  ‘ioth  June,  1S4S,  only  three  or  four  days 
before  one  of  tbe  most  sanguinary  civil  combats 
on  record  broke  out,  the  constitution  read  from 
the  tribune  by  M.  Alarrast,  sanction^  ami  conlirms 
in  tlie  most  exi)licit  terms  the  doctrines  o\'  the 
I^uxeinbourg.  Article  7 says,  I he  droft  fiu 
travttil  is  that  Avhich  every  man  lias  to  live  by,  bis 
Avork.  Society  is  bound  by  all  the  productive 
and  general  means  it  can  tlispose  ot,  ami  Avliicii 
Avill  be  organized  hereafter,  to  furnish  Avmk  to 
able  bodied  men  \v  lio  cannot  get  it  for  themselves 
lUlierwise.”  Article  !»  says,  The  right  of  relief 
is  that  Avhieh  belongs  to  foundlings,  to  intirm  or 
old  la-rsmis,  receive  frmii  the  State  the  meiins 
of  existence.''  And  Article  l-IJ  says,  “'The 
essential  guarantees  (A'  \\u}  droit  oit  trarnif  are,  the 
freedom  of  hib»»r,  voluntary  ass<M;iation,  equality 
in  the  relations  lu*t\V(*en  masters  and  Avorkmen, 
gratuitous  iustriictiou,  professi(mal  edueatioii,  jiro- 
videiit  institutions,  and  those  of  eredit,  tlie  under- 


tiiliing  liy  the  state  of  LTcat  worts  ot  puJific 
iitililv,  fji-  tlio  pm-poso  of  employing  the  persons 
thrown  tint  of  « ork  during  a stoppage." 

U).  The  committee  on  the  constitution  adopted 
the  doctrim  s of  the  right  of  instruction,  the 
au  fraraiU  and  the  right  of  relict;  that  is,  <d  the 
universal  meddling  id’  the  State  in  all  the  concern, 
of  private  life.  Nay,  q/bo-  the  events  ot  June, 
eight  bureaux  out  of  fifteen  admitted  the  di.atnne 
of  the  droit  ou  Imvoil  rublic  opinion,  hoAve\er, 
Avas  roused  by  this  incredible  folly,  and  some 
moditicatkm  was  made  in  the  extreme 
The  reporter  to  the  emnmisslon,  M.Marrast,  .saia, 
(Ave  quote  \1.  Leon  Faucher,)  “ Ihis  eXjtUssiou 
(the  droit  ioi  tniroilj  has  appeared  equivocal  ami 
daiigcrniis;  some  fear  that  it  is  only  a premiiiiu 
upon  idleness  and  debauchery,  some  fear  lest  the 
Ic'-ions  of  Avorkmen,  giving  to  tliis  right  a meaning 
which  it  does  not  bear,  sliould  arm  tbeinsclve.s  a.s 
bv  a right  of  insurrection.  To  tUe.se  important 
objections  tliey  add  another  nmre  considerable;  it 
the  State  cngage.s  to  furnish  Avork  to  all  those  who 
want  it  fromanv  cause,  it  ought  to 
the  kind  ol  AVork  he  is  accustomed  to.  1 he  Mate 
Avouldtliei.  lu'come  a mamifactnrer,  a merchant, 
a "Teat  or  >mall  producer,  Cliargi-dAvith  the  ueces- 
sitie.s  of  all,  it  ought  to  have  a inoiuqMilv  ut  all 
industry.  Such  are  the  terrible  things  they  see 
in  our  expression  of  tlie  droit  ov  frorait^  ami 
because  it  can  bear  meanings  so  contrary  to  our 
intention,  we  Avi^ll  to  make  oiir  intention  more 
clear  ami  tweeisi*.  by  substituting  tor  the  right  oi 
the  individual  the  duty  imposed  upon  soeiety. 
Th(‘  form  is  changed,  the  thing  remains  the  same. 

go.  Tie  modification  proiiosed  did  not  touch 
the  iiatim  of  the  thing  at  ail.  The  clause  stood 
thus  ill  the  amended  coustitution  : “ Society  is 
bound  to  protect  the  citizen,  in  bis  perst.n.  Ins 
familv,  hi^  relighui,  his  property,  lus  Av.u’k,  amt 
brim'  to  ev'ery  one's  door  the  education  aaIucIi  is 
indispensable  to  every  one.  It  oAves  subsistence 
to  necessittms  citizens,  either  in  procuring  them 
Avork  Avilhin  the  limits  of  its  re.<ources,  or  m 
'd\  ing,  in  the  event  of  his  tamily  not  being  able 
do  means  of  existence  to  those  Avho  are  not 

in  a condition  to  Avork."  t i 

gl.  ^lany  of  the  speakers  in  the  debate  puslied 

the  doctrine' to  its  extreme  ihuits,  and  even  its 
aih  ersari  's  scarcely  ventured  to  call  it  in  question. 
'The  opp(isition  to  it  Avas  embodied  in  an 
rncnt  bv  \l.  Elais-Bizoin,  in  these  Avords  : The 

Ueiniblic  recttgnizes  the  right  ot  :dl  its  citizens  to 
existence  by  labour,  and  to  reliet,'’  but  only  1)S7 
out  of  78.t  could  be  bmud  to  supiiort  this  amend- 
ment. After  a long  combat  of  wairds  the  diK  tnne 
tinallv  adojited  was  thus  expressed:  “ 1 he 

Heiuiblic  is  bound,  by  a fraternal  assistance,  to 
insure  m ‘ans  of  existence  to  necessitous  citizens, 
cither  in  procuring  them  AAork,  Avithin  the 
of  it>  iv>  tiirces,  or  in  giving  during  the  inability 
of  the  tamily,  relief  to  those  who  are  not  lu  a con- 
dition to  AV<»vk.”  ^ 1 ti 

gg.  After  giving  these  details,  aac  shall  not 

fiirtlier  iiursiie  the  account  ot  tlie  Socialist  doc- 
trim*s  Imre,  whicli  will  be  fully  considered  Irtc- 
.^ftcr-(S.M■IALlSM).  We  sliall  merely  say  a tew 
words  w dll  reference  to  the  droit  on  trarotL  \\  e 
unmt  never  fail  to  remember  in  criticising  the 
errors  ol  onr  neiglibours.  Hint  tlie  Amry  same  talse 
pcinriplcs  infected  tbe  legislation  ot  our  own 
...nnorv  till  verv  recent  times,  ilie  old  pool  hiAV 
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Aviili  its  sy.-iiein  of  jiarlsli  alloAvanccs,  making  uji 
the  Avages  of  labour  to  a certain  arbitrary  amount, 
out  of  till*  ]intperty  of  the  ratei'ayers,  Avas  the  A ery 
same  doetrine,  and  Avas  fast  devouring  the  pro- 
perty of  the  countrv.  And  if  it  did  not  jirodiice  the 
same  aiipalliag  re.siilts  a.s  it  did  in  France,  the  | 
reason  a|»] tears  to  lie  tliat  in  Fnghind  it  Avas 
chiefly  applied  in  agricultural  districts,  Avhere  the 
Itopulation  AVere  scattered,  and  there  Avas  more 
contn  J over  them,  ami  they  aattc  not  aide  to  com- 
bine .so  readily  as  the  French  Avorkmen.  The 
]>oi.sou,  therefore,  Ava.s  more  ditliiMMl.  But  in  i 
France  the  d(jclriue  Avas  ap)Jii*d  to  large  ma.s.'cs 
of  toAvn  Aviirkmen,  avIio  Avere  all  concentrated  into 
one  IhmIv  of  iiiHammable  inati*rial.s,  Avith«mt  the 
possilnlity  of  exacting  any  Avork  from  them. 

23.  Moreover  the  sy >tem  of  protection,  Avhii’h 
so  long  juvvailed  in  this  country,  Avas  only 
another  form  of  Socialism.  The  droit  an  travail 
is  the  right  of  the  AVorkman  to  have  .<ntticieni 
Avork  and  Avages  jirovided  for  him  by  the  State, 
out  of  the  means  of  society. — it  is  the  Socialism  of 
the  AVorkmen.  The  sy.stem  of  jindectiou  is  the 
right  to  have  remuiKTatIve  ]irotit>  }iro\  ided  fur 
tlie  jtrodiicer  by  1:iav,  out  itf  tlie  means  of  society, 

■ — it  is  the  Socialism  of  Capitalists.  All  the>e  are 
jiarts  of  one  vicious  circle.  In  fact,  rroteelioii 
and  SocialEm  are  inconqiatible  Avith  the  rights  of 
pn jperty . I f inanufact iircrs  or  agricnlt urists 
can  com]iel  me  to  jiay  ten  shillings  extra  for  any 
commodities  I may  rcduire,  lu-yond  Avhat  1 could 
get  them  elseAvhore,  in  order  to  ]U'ovide  them  Avith 
arbitrary  prolits,  Avliat  difference  in  jirindiJe  is 
there  between  that  and  the  Avorkman  Avho  niain- 
laius  the  droit  au  travail^  Arhen  I must  emjiloy 
him  and  jiay  him  Avages  Avhen  I don’t  Avant  any- 
thing he  can  produce?  The  tAvo  things  arc 
identical. 

g4.  In  fact,  if  the  droit  an  travail  is  au  ad- 
missible jirinciple  at  all,  it  cannot  be  restricted  to 
liandicraftsmcn.  If  the  shoemaker  is  entitled  to 
call  ii]»im  the  State  to  piVAide  him  aa  itli  shoes  to 
make,  Avhon  there  are  no  feet  to  Avear  them  ; if  the- 
mason  is  to  call  niion  the  State  to  einjiloy  him  to 
build  houses,  A\  hen  there  is  no  one  to  live  hi  them  ; 
if  the  tail*)!' can  call  upon  the  State  to  pay  him 
to  make  endless  coats,  when  there  are  no  backs 
to  be  coA'ered — Avliy,  the  same  Iuav  is  good  for  the 
hiAA-yer,  the  doctor,  the  artist,  the  author,  the 
editor.  Every  man  Avho  choo.'ics  toado]>t  the  liiAV 
a.s  a profession,  should  haA*e  a certain  number  of 
briefs  dei>osited  by  the  State  CA'cry  morning  upon 
his  breakfast  table;  eAcry  painter  should  be  com- 
missioned to  [»aint  endless  Madonnas;  every 
sculptor  should  be  employed  to  jiroduce  perpetual 
Apollos ; every  antlioi*  should  have  u certain  umn- 
ber  of  copies  *>f  his  Avork  ordered  by  I lie  State, 
Avhich  criminals,  iierlnqis,  might  be  sentenced  to 
rtsul ; cA'cry  editor  should  IniAC  a certain  number 
of  Copies  of  his  pa[ier  ordered  by  the  State; 
though  it  might  be  souicAA'Iial  of  a puzzle  to  apidy 
this  rule  to  medical  men,  as  it  is  not  easy  to  see 
hoAv  the  Slate  could  provide  jiaticnts  at  avHI. 

•2-j.  But  it  may  be  said  that  the  English  laAv 
admits  the  right  to  relief,  and  tin*  duty  to  labor, 
or,  ill  fact,  to  demand  labor.  Is  not  this  then  a 
form  of  Sociali.'in  ? AVhat  is  the  difference  betAveeii 
that  and  the  droit  itu  travail  y 
^ 2G.  It  must  be  admitted  that  the  English  i»rin- 
ciple  of  alloAving  the  right  to  dennuul  labor  and 
relief,  in  a form  of  Socialism,  Avbich  it  has  been 


found  ncec>sary  to  [lermit,  in  order  to  avoid  great*  r 
evils  ami  Ave  may  [joint  '.»ul  Avhat  is  the  essential 
distinction  between  the  Eugli.'h  and  I'reiich  droit 
an  iravnil. 

27.  The  French  doetrine  demands  that  AVtirk 
shall  be  found  for  the  Avorknu  nof  the  nature  tliey 
are  aceust»am*d  to.  Xoav,  Avhy  is  it  that  theAvork- 
iiien  ill  any  jtarticular  trade  are  in  dUtress?  It 
is  because  there  is  not  a sullicient  dr  wand  for  the’r 
labor.  In  fact,  Ijccanse  that  sjiecies  of  labor  is 
orerahniidaut.  All  Ciuninercial  ditlicnlties  arise 
from  (twr  j/rodnctifoi^  in  one  form  or  aiu_*thcr,  and 
never  from  under  prodwtUm.  And  all  commercial 
(iiiiiciilties  may  be  reduced  to  this  general  ex- 
pression, that  traders  have  providcil,  jjI’  gi*t  on 
hand,  too  much  of  some  coninmdity  than  is  .suitable 
to  the  circumstances  of  tin*  time.  And  lhi>  is 
equally  true,  Avhether  it  arises  from  incautious 
speculation  in  that  particular  article,  or  Avliether 
it  arises  from  some  great  deticioncy  in  some  great 
stajjle  article,  as  food  for  instance.  Becan>e,  if 
through  a great  deluieiicy  of  food,  the  tu  iee  id’  it 
rises  a cry  high,  and  takes  UAvay  the  cimtom  from 
oilier  articlcstd’commeree,AvhicliloA\  cr>lheir  price, 
and  injures  their  holders,  still  the  >ame  general 
expression  is  Irne,  that  they  are  broiiglil  into 
trouble  by  having  more  of  certain  commodities, 
than  is  suitable  to  the  circumstances  id’  tlic  time. 
And  this  is  over  prodnvtinn^  no  iiiaUcr  from  \Ahat 
cause  it  arises.  To  ])i*o\ide  more  of  any  article, 
then,  that  is  already  o\  er  almndaiil,  can  only  ag- 
gi-avate  the  evil.  What  is  really  Avanted  is  more 
demand.  Cuiiseqiienlly,  the  only  result  avITuIi 
those  Avho  produce,  by  extraneous  assistance,  nmre 
than  is  Avanted,  can  effect,  is  to  aggravate  and 
extend  .'till  further  the  area  of  suffering,  and  to 
reduce  those  who  can  maintain  tlieinselves,  to  the 
same  state  as  those  Avho  are  already  dependent 
oil  the  imblic. 

2s.  Consequently,  if  the  right  to  labor  be  ad- 
mitted, Avhich  it  is  in  this  country,  it  is  indis- 
])eii>ably  necessary  that  tin*  AVork  )ir*»vided 
slKJuId  bo  of  some  nature  wholly  different  from 
the  AvorkmaiTs  usual  occupation,  and,  imlecjl,  it 
ought  to  be  work  Avhich  does  not  come  into  com- 
petition Avith  any  independent  workman.  U’hese 
remarks  apply,  of  course,  ehietly  to  the  ordinary 
trades,  A\  here  articles  are  ext»osed  to  sale.  The 
lea>t  cxceiJtionable  form  of  ]mblk‘  Avorks,  are 
those  Avhieh  increase  the  demand  for  Avork,  but 
do  not  increase  the  quantity  ot  any  article  ibr 
sale.  But  even  these  are  open  to  the  gra\e  ob- 
jection of  attracting  large  bodies  of  nn  n into  them, 
much  beyoiul  Avhal  Avould  naturally  be  the  case,  if 
all  enqiloyiiients  Avere  lett  to  the  natural  law  of 
siqiply  and  demand.  Ami  then  having-  thus 
attracted  these  large  b»>dies  of  men,  unIc.'S  the 
artilieial  stimulus  is  constantly  maintaiiud  they 
are  full  of  peril.  There  can  be  no  doubt  that 
most  of  tlioso  marvelh'US  impvoA'enients  iu  Faris, 
which  have  been  effected  Avithin  thelas!  few  years, 
spring  from  the  stern  necessity  of  thiding  S4Jiue 
employment  for  the  people.  They  are,  in  fact, 
in  nuiny  respects  only  a substitute  for  a poor  law. 
When  some  English  are  somcAvliat  a little  too 
inclined  to  be  enamoured  Aviih  de.'i»oti>m,  and 
grumble  at  the  sIoav  and  eiimbrou>  iiiovemcuts  of 
a constitutional  machine,  they  may  perhaps  re- 
member the  perilous  condition  that  exists,  of  main- 
taining tlRise  multitudes  by  ucav'  expedients. 
(Book  Laws.  Socialism.) 


38 


ATKINSON. 


AUFFRAY, 


ATKINSON,  WILLIAM. 

Principles  of  Political  Economy;  «/*,  the  lau'S  of 
(he  fitnnation  of  National  Wealth  deceloped  hy 
means  of  the  ('hristian  law  of  Gifvrrnment. 
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In  cour:<e  of  ruMicatioii. 

ATTWOOD,  THOMAS.—  A member  of  a I 
Hirmingham  baukuij:  linn,  who  Avas  of  strong 
nulu’al  in'iiiciplos,  and  reitre>ented  Hinningham 
for  some  time,  in  the  Kefoniied  ravliament.  lie 
Avas  a man  of  considerable  ability  in  inaiiA*  rc- 
speets,  but  chiefly  rennirkable  for  some  extremely 
extravagant  and  chimerical  opinions  (m  the 
Currency  (Question.  It  appears  tliat  he  inoculated 
some  (d*  his  felloAV  toAvnsmeu  A\*ith  some  of  them, 
but  as  they  huA'e  never  made  any  progress  in 
public  o])inion,  and  are  utterly  visionary,  it  avouUI 
be  mere  Avaste  t>f  time  to  enter  into  any  account 
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as  a banker,  could  ever  have  given  them  the  least 
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thousands,  that  practical  men  are  frefiuently  the 
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Ob^serc^^iions  on  Currency.,  Population^  andPau- 
perism.  1 Vid.  1818. 

Examination  be  fore  the  Committee  o f the  House 
of  Commons  on  the  Bank  Charter.  1832. 

ALBERT  DE  VITRY,  FRANCOIS  JEAN 
PHILIBERT, — Horn  at  Paris,  2nd  April,  1765. 
He  began  to  study  hnv,  but  abandoned  it  for 
politics.  lie  attached  himself  to  the  Jacobins, 
for  Avhich  he  had  to  fly.  He  retired  to  Caen,  and 
joined  the  Girondins;  lie  Avas  afterwards  arrested 
and  brought  to  Versailles.  Under  the  Directory 
he  obtained  diplomatic  employment,  and  he  aftcr- 
Avards  held  several  a]  i[>oiiitments  in  the  ephemeral 
kingdom  of  Westphalia.  His  literary  A\*orks  are 
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tions to  various  iieriodicals  and  encyclopa'dias. 
He  oppo>ed  some  of  the  doctrines  of  Malthas. 
Ho  afterAvards  fell  into  great  poverty,  and  though 
he  received  a small  pension  from  government,  he 
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ALDIGANNE  ^ — Born  at  Antwerp  iu  1814. 
Head  of  a department  in  the  ^Ministry  of  agricul- 
ture and  commerce.  He  has  published  in  tlie 
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ALDOUIN,  FRANCIS  XAVIER  . — Born  at 
Limoges  in  1766.  Vicar  in  1791  of  a parish  hi 
Limoges,  and  an  ardent  reAulutiouist,  he  Avas  ap- 
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la  force.,  et  la  richesse  des  Flats.  2 vols.  Paris, 
1800. 

ALDRA,  JOSEPH.  — Born  at  Lyons,  1714. 
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Metz,  and  in  1769  of  that  of  Marseilles.  He 
I died  in  1788. 
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Le  luxe  considere  relativement  d lo  population  et 

d F economie.  Lyons,  1762. 

Ideas  patriotiqnes  snr  la  nrce.^.dte  de  rendre  la 

liherte  an  commerce.  Lyons,  1762. 

Diseours  .snr  les  arantages  qne  le  patrudasme 
retire  des  .wience.s  eeonomirpies.  PariN  17b7. 

Comiderntions  .sur  le.s  mannfaetnres  dans  les 
rilles  muritimes  et  eommerqantes.  l*aris,  1768. 

ALGER.— No  bingi*aphical  traces  of  this  | 
Avriter  are  to  be  found. 

Memoires  pour  serdr  d Thi.s(oire  du  drott 
public  de  la  France,  en  matiire  d impots.  Brussels, 

1779.  . ^ ^ 

Biu'bier  pronounces  this  to  be  a very  valuable 

Avork. 

Trade  sur  le.s  taiUes,  et  les  trihunoux,  (pii  Con- 
nais.sent  de  cette  imposition.  Paris,  1788. 

ALGIER,  MARIE —AVas,  in  1848,  one  ol'  the 

Editors  (»f  the 

Du  credit  public,  et  de  son  histoire  depuis  les 
temps  anciens  jusqud  nos  Jours.  Paris,  1842.  G. 

AVRIL,  J.  B.— President  of  the  tribunal  of 
commerce  of  Nevers. 

Question  dn  Libre-hdiange,  mise  d la  portee  de 
tontes  les  intelligences.  Paris,  1847. 

AVRIL,  VICTOR.  — An  adA'oeate  at  Alezieres. 

Histoire  philosophitpte  dn  credit 

Ln  commimaute  d est  Fesclacage  et  le  vol.  Paris, 
1848. 

AXIOMS  AND  DEFINITIONS.— We  shall 
treat  of  Definitions  and  Axioms  together,  because 
they  are  so  inseparably  associated  that,  to  consider 
tlieln  in  distinct  articles,  Avoukl  involve  much  ro- 
jietition. 

1 . The  transcendant  importance  of  the  subject 
Avill,  Avc  fear,  detain  us  at  considerable  length, 
but  yet  not  at  one  by  any  means  suliicient  to  do 
adequate  justice  to  it.  Because  it  is  one  that 
affects  the  very  nature  itself  of  Political  Economy, 
it  determines  its  rank  and  p(tsitioii  among  sciences 
in  general,  and  its  method  of  treatment,  and  the 
degree,  and  the  extent  of  the  certainty  of  its 
results.  And  aa'C  shall  haA*e  to  do  tliis  at  greater 
length,  because  Ave  haA'e  the  misfortune  to  be  at 
entire  variance  on  every  one  of  these  iioints,  Avith 
the  author  of  the  latest  and  most  extcnsi\e 
treatise  on  the  subject  iu  the  English  language — 
Mr.  John  Stuart  Alill. 

2.  It  is  perfectly  Avell  kiiOAA'n,  that  each  of  the 
physical  sciences,  Avhicli  have  attained  such  great 
magnitude  and  extent  in  moilcrii  times,  and  Avhich 
have  produced  such  admirable  results,  ha\  e been 
brought  to  their  present  state  of  perfecthni  by 
extraordinary  labour  being  bestowed  in  ascer- 
taining and  settling  their  first  elements — namely, 
their  Definitions  and  Axioms,  or  accurate  con- 
ceptions and  expressions  of  the  objects  they  treat 
about,  and  the  general  laAVS  Avhich  regulate  tlieir 
relations  to  each  other.  E\'ery  one  of_  these 
Avoiulerful  sciences  has  been  brought  to  their  pre- 
sent state  by  obtaining  a few  fundamental  con- 
ceptions, Avhieli  have  been  udiformly  adliered  to 
throughout  tlieir  Avhole  range,  and  anything 
iucunsisteut  Avith  them  has  been  invariably 
ixqected. 

3.  But  it  has  not  ahvays  been  so.  These 
beautiful  studies  were  once  in  a very  difiercut 


state.  The  modern  ]thin  of  teaching  a science 
; only  in  its  oxi.'iting  state,  no  doubt  imparts  a vjist 
aiutnint  of  actual  knowledge.  But  as  a mental 
discipline,  or  as  a matter  of  education,  the  History 
of  Science  is  of  enormous  value,  and  wo  venture 
to  think,  is  far  too  mncli  neglected.  Many  jier- 
sons  can  ‘"cram'’  up  a considerable  amount  ol 
actual  knowledge,  and  yet  derive  very  little  be- 
uelit.  But  to  study  the  History  of  Llea.s  on  the 
subject,  to  iimlerstaml  clearly  the  jnincipk's  ttl 
the  difi'erent  controversies  that  have  lieen  Avago*d, 
and  to  conqn'chend  why  one  set  of  idi*as  jnvvailed' 
over  aiiotlier,  is  an  educational  exercise  <6  immen.se 
utility,  which  is  alnmst  entirely  ucgiecttal.  Few 
l>ersons  are  aware  of  the  wrecks  ot  the  fierce  con- 
troversies AvIiich  lie  buried  beiieatli  the  calm  and 
jilacid  surface  of  modern  science,  like  tliose  ot 
mighty  armauieuts  beloAV  the  summer  sea. 

4.  Alany  persons  are  apt  to  think  tliat  con- 
troversies in  Political  Ecmiomy  are  mere  htgtt- 
machy,  vain  and  unprofitable  di>]mtes  alKUit 
Avords,  and  of  no  real  coiisefpieuce.  They  are 
apt  to  think  that  the  1‘hysical  Sciences  treat 
about  things,  and  Political  Economy  only  about 
Avords.  But  tliose  avIio  think  so,  distday  a total 
Avant  of  kuoAvledgc  of  the  1 1 ktorv  of  Science.  The 
early  history  of  all  science  is  full  of  controversies 
about  the  meaning  of  Avords.  Many  may  think 
that  phy.sical  science  being  about  things,  there  is 
no  difiiculty  iu  giving  a name  to  Avhal  is  seen  so 
readily.  This  is  a lamentable  error.  On  the 
contrary,  it  almost  invariably  happens  that  names 
get  into  a science,  ami  aeipure  a position  in  it, 
before  any  one  eau  tell  Avhat  they  mean,  'i’hus, 
in  Alechanics,  the  Avords  Momentum,  TVa-  Viva, 
Uniform  Force,  Accelerating  Force,  ami  .several 
otlu'rs,  ac<iuireil  a tiositiuu  iu  it,  betbre  any  one 
could  tell  what  they  really  meant,  and  all  the 
philosophical  Avorld  of  the  day  A\as  engaged 
in  the  Avttrdy  Avar  to  settle  their  meaning,  and 
obtain  true  definitions.  Uouse<iuently  it  is  an 
entire  error  to  suppose  that  controversies  in  Phy- 
sical Science  are  not  about  AVords.  On  the  con- 
trary, it  Avas  in  the  true  definitions  of  Avonls 
tliat  the  Avhole  foundation  of  the  sciences  were 
lai<l.  And  it  Avas  just  because  all  the  great 
mathematicians  of  the  day  so  thoroughly  uuder- 
st(H>d  the  supreme  imiiortance  of  ascertaining  the 
true  meaning  of  Avords,  ami  fougiit  out  the  mean- 
ing of  each  separate  one  Avith  such  laTsevirance, 
that  tlicy  at  length  arrived  at  such  an  uminimity 
of  agreement,  and  these  coiitroveixies  have  uoav 
been  almost  forgotten.  There  Avas  a time  then, 
Avheu  Avhat  are  called  the  exact  sciences  had  not 
attained  that  rank.  They  \A  ere  once  matters  of 
opinion,  and  not  of  demonstration,  ami  tliey  only 
attained  the  rank  of  demonstrative  truth,  becau.se 
each  sejiaratc  AA'onl,  and  each  sejiarate  pnncii>le 
Avas  thoroughly  discussed  and  settled. 

5.  And  Avhy  has  Politieal  Economy  not  yet 
attained  the  same  rank  as  Meelianics  as  an  exact 
science?  Because  the  same  care  has  never  yet 
been  given  to  settle  its  definitions  ami  axioms. 
Political  Economy  is  uoav,  like  Mechanics  in  its 
early  stages,  overrun  and  infested  Avith  AAords 
Avhose  meaning  has  ncAer  yet  been  settled  on 
certain  ]triueiplcs,  and  Avhich  are  never  almost 
used  by  any  Iavo  writers  iu  the  same  sense,  nay, 
feAv  cA'cn  of  the  best  Avriters  are  consistent  with 
tiiemselA'Cs.  The  men  who  have  cultivated  Poli- 
tical Economy  are  probably  of  as  great  natural 
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jis  tliKsi*  Avlio  havt'.  cnltivatrd  jiliysical 
of  (‘Miirse  with  the  exeentiim  el‘  a few 
uiiai)pn»at.h:tble  ex;uniile?<.  Why,  thi-n,  have  they 
Uift  come  tu  tile  riamt*  unauimity  of  oi>'miiHi  a.s  their 
brethren?  The  Mmiile  reason  is  tliai  they  have 
not  aditpted  the  only  means  that  coiihl  by  any 
possibility  ensure  success,  mun<‘ly,  a thoronj^h 
iliscnsshm  ami  settlement  of  the  meanintrs  of  words, 
nay,  they  have  systematically  des|iise)l  it.  Now, 
what  the  words  Momentum^  T7.v  T7/v/,  Ac.,  were 
to  inecfianicai  science  in  its  early  stages,  that 
* I «/mc,  Currcnrif^  ('apifaly  are  at  the  present 
day  to  IViliticai  Economy. 

t).  And  it  is  tor  this  very  reason  that  many 
suppose  that  I’olitical  Eeunoiny  cannot  be  made 
an  exact  science,  because  the  only  nicaiis  that  enii 
make  it  so  have  been  sy>tematically  neglected. 
Many,  however,  snp]H)se  that  there  is  no  use  for 
.such  a thing;  matters  will  go  on  just  the  same, 
they  think,  for  all  the  disputes.  i>ut  the  same 
may  be  .said  of  phy.'ieal  science;  a man  may  be 
an  excellent  seaman  and  yet  be  entirely  ignorant 
of  the  tirinciples  whieh  can^e  his  vessel  to  go  in  a 
iliiHxtion  nearly  contrary  to  the  wind.  But  is 
there  no  use  in  the  science  of  Mechanics?  So, 
doubtless,  a man  may  be  an  excellent  banker, 
and  a very  sucees"ful  practical  merchant,  without 
any  kiiuwkalge  (*f  Political  Economy,  and  yet 
is  there  no  use  of  Political  Economy  ? Thi.s 
science  .stand.s  to  the  ]ilienomeiia  of  commerce 
exactly  in  the  same  relation  that  the  science  of 
jMochanics  does  to  practical  seamanship,  &c.; 
for  Political  Economy  is  tlie  science  which  treats 
of  the  laws  which  regulate  the  exchangeable  rela- 
tions of  finantities,  just  as  Mechanics  i>  the  science 
which  treats  of  the’laws  Avhich  regulate  tlie  mo- 
tion of  bodies. 

7.  N(tw,  ado]>ting  this  conce])tiou  of  the  ]mre 

science  of  Political  Economy,  we  allirm  that  it 
depends  upon  certain  fundamental  <‘oii(H‘ptions,  or 
detiiiitiims  and  axioms,  exactly  as  ^leclmnics  does, 
ami  that  by  settling  these  with  as  great  care  as  is 
done  in  jiliysical  science,  it  may  be  raised  to  the 
rank  of  an  exai  t science.  That  it  contains  an 
immense  body  of  truth,  and  tliat  it 

is  eapalilt*  of'exactly  the  same  kind  ami  degree  of 
certainty  as  the  of  Mechanics,  that  is  to  say, 
that  it  may  be  perfectly  demonstrable  that  such 
ami  such  elfects  are  due  to  .<uch  and  ^ueh  causes; 
though  it  may  not  be  pot‘>ible  to  say  /unv  much  of 
acau^ewill  pmduco  any  given  anuuint  of  etfcct, 
whicli  can  only  be  ascertained  by  ex]>eriinent. 

8.  Ami  yet  there  are  Avrlters.  of  no  mean  ac- 
quiriineuts  too,  who  entirely  discourage  such  a 
course  of  proceeding,  w ho  con-iider  such  attemjits  as 
pedantic,  and  mere  waste  of  time— ho  would  ad- 
mit that  in  every  other  branch  of  human  kmo\  ledge 
clear  and  precise  technical  Terms  are  absolutely 
iiidi'-jteiisaMe,  and  yet  in  Pnlitical  Economy  alone, 
think  there  is  no  need  of  anything  of  the  .-^ort. 
Now  we  allirm.  that  if  Political  Economy  is  ever 
to  emerge  from  the  turbid  regions  of  eimlroversy 
and  opinion  into  the  serene  atmosjtliere  of  druion- 
Ntniiion^  it  can  only  be  done  by  Eeoimmists  laying 
aside  the  uiihajiiiy  idea  that  controversies  about 
words  are  unimportant  and  siiiierlimms,  by  follow- 
ing the  examjtle  of  their  brethren  the  Physicists, 
wlio  have  cleared  their  jiath  to  such  brilliant  suc- 
cess, ami  bv  bringing  their  whole  force  to  discuss 
andsellle  the  Hr>t  elements  of  the  subjeet,  namely 
its  Dclinilions  and  Axioms.  And  when  this  is 


done,  it  ill  be  found  that  Ptdilieal  Economy 
is  a science,  as  clear,  as  jtreeise,  and  us  sliarjily 
delined,  and  as  cajiable  of  bdiig  erecleil  into  an 
exact  science  iis  any  other  whatever. 

i).  ]Most  persons  have  a kind  of  dreamy,  vague 
notion  that  Adam  Smith,  Eicanlo,  and  Archbisliop 
'Whately  arc  eminent  Political  Economists,  ami 
proliably  class  them  titgether,  a.s  they  uould  any 
of  the  eminent  cultivators  of  any  of  the  exact 
sciences.  Hut  not  many,  perhaps,  except  those 
who  have  made  Political  Economy  a serious  study, 
are  aware  tliat  the  most  irreconcileable  differences 
of  jjrineijde  exist  among  them.  AVe  have  .shown 
(Phklimin  VRY  DisrorRSE)  that  the  constructive 
jtart  of  the  Weuith  of  Notions  is  founded  ujmui  two 
distinct,  opposing,  and  contradictory  conceptioii.s 
of  the  nature  ami  measure  of  value.  The  one  in 
wliich  value  is  measured  by  /oAor,  the  tdlier  in 
which  it  is  measured  h\  exvhan^ouhilifn.  and  these 
two  aiitag'Uii.stic  coiicejitions  are  intertwimsl  and 
interlaced  throughout  the  whole  comese  of  the 
work,  llii-ardo  clearly  saw  the  inconsistency  of 
these  two  eonceiitious,  ami  that  one,  at  least,  must 
be  entirely  ivjected,  I'mler  the  name  of  Cost  of 
]^ro(hu‘tion.  lie  has  substantially  adojited  Adam 
Smith's  umasure  of  value  by  labor,  and  entirely 
rejected  that  id'  Exchangeability.  Tims  Ilieardo 
destntyed  one  half  of  the  Wcnlth  of  Notions. 

10.  lint  Archbishojt  AVhately  lias  shown  that 
Ricardo  adojded  the  icronfc  half  of  Adam  Smith. 
In  the  jtassage  quoted  in  the  Preliminary  Dis- 
course, it  is  shewn  that  Excliangeability  is  the 
measure  of  A’aluc,  ami  not  Cost  of  Pnaluctiou. 
Thus  Archbishop  AVhately  and  Ricardo  are  dia- 
metrically ojijio.'ied  to  each  other.  The  Archbi.-lioji 
says  that  Uicardo's  Avork  is  one long  enigma.” 
from  his  fuudameiital  error  about  the  measure  of 
value.  It  is  not  as  if  Ricardo  had  nnnle  .some 
great  discovery  in  the  subject,  and  the  Arehbi>hop 
had  carried  it  out,  ami  extended  it.  Rut  they  are 
absidtitely  ojiposed  to  each  other  on  the  very  ftm- 
danieiital  conccjition  of  the  subject.  For  the  same 
man  to  believe  in  Ricardo  and  Whately  at  the 
same  time  is  a morrd  inqiossibility.  The  same 
man  could  no  more  lu  lieve  in  tliem  both  at  tlie 
same  time,  than  he  could  believe  in  tlie  Ptolemaic 
and  the  Co|iernican  Astronomy  at  the  same  time, 
or  in  the  phlogiston  and  oxygen  theory  of  che- 
mistry at  the  same  time.  AVhately  and  Ricardo 
are  antagonistic  to  each  other,  not  coiiqilemeiitajy, 
but  contradictory. 

11.  There  is  then  no  possibility  of  conqiromke 
between  them.  One  or  the  other  is  totally  Avnmg. 
Now,  as  these  are  no  trivial  matters,  but  go  to 
tlie  very  root  of  the  subject,  Economists  ought 
to  argue  out  the  ([uestion  to  the  very  bottom,  and 
Come  to  an  agreement.  Physici.''ts  Avould  have 
come  to  a decision  long  ago  on  a matter  of  such 
vital  inqiortaiicc  in  their  science.  Rut  liow  is  the 
matter  to  be  settled?  In  the  coiitlict  of  ojiinioii 
how  are  aac  to  decide  aa  IucIi  is  to  ju'cvail?  AA'e 
answer  that  the  identical  iirincijiIesAvliich governed 
the  deci>ii'ii  in  Idivsical  science,  Avill  settle  tlie 
matter  in  Political  Ecmiomy.  The  decision  in  the 
matter  is  to  be  governed  by  the  A\*ell  settled  laAvs 
of  iNmCTlVE  PlIlLO'-OPHY. 

Pi.  It  has  been  the  fashion  lately  of  a certain 
class  of  AVI  iters  systematically  to  dejn-eciale  the 
merits  of  Paeon,  and  some  almost  seem  to  go  the 
length  of  nearly  denying  him  any  merit  at  all,  be- 
cause it  cannot  be  sliCAvn  that  the  Noi'nm  Orga~ 
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Willi  hail  aiiv  <Hn>ct  iiitlunu'C  hik.ii  tlio  |.rofriv.-.K  i 
of  iilivsical  discovory.  llo  made  no  ( imoui\ 
Iiimse'lf,  and  tlie  ju'ugress  of  jihvsjcal  diseiwery  | 
vtiuld  have  biM-n  )u>t  as  great  it  he  had  ncAci 
MTirten.  'J'hat  these  ass.  rtiniis  may  be  very  [ 
j)os>iblv  true,  does  not  diminish  the  lu.-trc*  ot  that 
Avork  in  the  very  least  in  our  ojmiion.  No  one 
can  faiiiv  apjircciate  the  merit  ot  that  Avork  aaIio 
is  not  aAA  are  of  the  absurdity  of  the  gi-omids  upon 
AAliich  the  established  opinions  ot  liis  day  on  j»hy- 
sical  .''(‘ience  resteil.  Racon  saw  through  thl^, 
ami  discerned  the  Aveakne.^s  of  the  gi*ounds  of  the 
current  belief  Avith  a clearness  and  jieiietratiou 
truly  surprising.  One  reason  perhajis  Avhv  he 
ma\'  not  lia\  e receiA'cd  his  due  sliaie  ot  credit,  is 
that  he  over-estimated  the  jiowcr  of  his  Logic,  and 
siipjiosed  tliat  bv  its  means  discoveries  could  be 
made,  .so  that  almost  all  minds  could  be  brought 
nearly  to  the  same  level,  and  make  discoveries  as 
eiiually  as  they  could  draAv  circles  by  comi»asses. 
That  he  euthvlv  failed  in  this  is  true,  and  it  is 
j.robable  that  his  failure  in  that  in.^tance  has  had 
some  effect  in  making  hi.s  real  merits  less  thought 
of  than  thcA^  deser\e.  Rut  he  lailed  in  this  j 
in.<taiice,  by  not  jiaying  attention  to  his  oAvn 
rules.  For  he  has  laid  doAvn  that  the  concej)- 
tioiis  of  a science  are  to  be  framed  Avith  exacth' 
the  same  care  as  the  axioms.  And  he  tell  into 
exactly  the  same  error  himself,  as  he  had  charged 
iqam  the  Aristotelians,  namely,  considering 
Logie  as  an  instrument  of  discovery.  AVhereas, 
the  fundamental  coiieeption  ot  Logic  is  not  tlie^ 
art  of  discovering  truth,  but  llie  seience  of 
JcimiMi,  Avhether  or  not  certain  alleged  disco- 
A'eries  are  true.  Logic  is  the  seience  ot  judgment, 
and  not  an  art  of  discovery,  or  even  ot  reasoning. 
Logic  discovers  and  apidics  the  tests  Avliich  any 
projHoition  must  .siti.sfy,  liefore  it  can  be  ad- 
mitted to  be  true.  Cicero  has  described  once, 
and  for  ever,  the  true  functions  of  l.ogie,  De 
Oratftre,  IL,  38.  In  hac  arte,  si  modo  est  h;vc 
ars,  nullum  est  privcejitum,  (pio  modo  veruin 
inveuiotur  sed  tantuiii  est,  quo  iiiotlo  juoiceti  b. 
AVhen,  therefore,  Ave  seitarate  Avhat  tails  Avithin 
tlie  limits  of  this  ciuiceittioii,  from  Avliat  trans- 
gresses it ; Avhen  Ave  consider  that  in  his  day 
tliere  Avas  not  tine  single  science  from  Avhicli  he 
could  draAA'  his  obser\ atioiis,  there  is  no  candid  ^ 
mind  but  must  be  astonished  at  his  j»eiu‘tration 
and  sagaeity,  in  anticijiating  the  science  of  sciences. 
N o one  can  dispute  the  merit  of  Aristotle  in  disco- 
vering the  syllogistic  mode  ot  reasoiiing,  nor  can 
blame  him  because  his  injudicious  folloAvers 
jiuslied  it  far  beyond  Avhat  he  e\er  intended. 
Rut  Ari>totle  founded  his  .<ystem  imluctirely ; he 
framed  it  by  observing  Avha't  exami»les  of  reason- 
ing Avere  acknoAvledged  to  be  valid  by  common 
consent.  Racon  founded  his  system  a priori,, 
Avitli  no  single  instance  in  existence  of  an  Induc- 
tiAC  Science ; and  themgh  no  doubt  great  addi- 
tioius  have  been  made  to  it  in  modern  times,  yet 
the  amount  of  .success  he  dkl  achieve  is  truly 
marvellous.  Ry  a curious  Avhim  of  fortune,  the 
cliief  of  the  scluiol  of  d priori  rea.soners  founded 
his  system  inductively;  the  chief  of  the  inductive 
school  of  logic  founded  his  .system  « priori. 

13.  Rut  notAvitlistanding  the  general  admira- 
tion in  Avhich  Ills  Avurks  have  been  held  by  the 
Avise  and  learned  in  all  countries,  it  seems  to  us 
that  one  of  his  most  striking  and  original  merits 
has  never  been  sufficiently  appreciated,  and  avc 
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must  enlarge  upon  it,  because  it  has  special  refe- 
rence to  our  jire.'^eiit  subji'ct. 

14.  A\'lien  the  gi’eatest  monil  iihilosojther  ot 
antiqilitv  attenqited  toma.^lcr  the  physical  science 
of  Iiisdav,  he  found  that  e\ei'A  tiling  in  it  was  a 
mere  chaos  of  confusion,  a mass  of  ba.-^eiess  dog- 
matizing, and  vain  speculation.  He  called  otl  his 
diseipk’S  in  blank  desjiair  from  such  unj»rolilable 
labor,  and  bade  them  devote  themselves  to  the 
study  of  moral  science,  Avhicli  was  Avilhiu  their 
conqtrohension,  and  to  knoAv  just  so  much  ot 
natural  science  as  to  know  when  to  sow,  and  to 
reap,  and  to  sail;  nay,  he  considered  Iho.^e  avIio 
eicageil  in  such  objects  ot  coiitenqilalion  as 
Avmitiiig  good  sense.  He  used  to  inquire  Avhether 
such  ]>ei*sons  thought  they  already  knoAv  enough 
of  Imman  affairs  before  they  proceeded  lo  such 
subjects  of  meditation.  He  tluuight  that  men 
never  could  eome  to  a satisfactory  eondusiou  on 
such  jioints,  because  those  who  thought  themselves 
the  most  learned  in  them,  Avere  altog^'llier  at 
variance  Avith  each  other.  As  tor  hiniselt  he 
i Avoukl  abandon  all  such  vain  sjteculatious,  AvhicIi 
iiCAcr  could  luiA'c  any  jiracticiil  utility,  and  tuiii 
his  attention  entirely  to  moral  and  civil  jihilosojiliy, 
and  all  things  Avhich  concerned  mankind.  Tims 
jthysical  and  moral  science  Avere  utterly  divorced 
in  ancient  times,  and  for  tAAeiity  centuries  it  A\as 
snjipo.sed  that  there  Avas  no  connexion  between 
the  tAvo. 

lo.  Rut  Bacon,  greatly  Aviser,— and  for  this  he 
1 has  never  receiA'cd  the  thousandth  jiart  ot  the 
credit  that  is  due  to  him — had  the  inarAelkms 
.sagacity  to  jAcrceive  that  in  Natural  Si  ience  Avere 
to  be  funud  the  ty]»es  and  standards  ot  reasoning, 
AA'liich  Avere  to  guide  us  in  Moral  and  Political 
Science.  He  inculcates  the  stiiily  of  Physical 
science,  it  is  true,  for  its  oavii  sake,  but  not  for  its 
OAvu  sake  only,  but  as  the  foundation  of  Moral 
Science.  After  shcAving  that  one  cause  of  tlie 
backAvard  state  of  the  sciences  Avas  the  short 
period  during  Avhich  thev  had  been  studied,  lie 
says,  Nov.  Org-,  Book“ I.,  Aph.  l'd.  ^'In  the 
' second  place,  there  jiresents  itself  that  cause  of 
' great  Aveight  in  every  Avay,  namely,  tliat  during 
those  verA'  ages  in  Avhieh  the  genius  and  learning 
of  men  lia\  e chietly  tlourished,  Nati  ral  Phieo- 
sopHT  obtained  the  least  j»art  of  liumaii  labor. 
And,  nevertheless,  this  very  thiri^'  ouf^dit  to  be  held 
to  be  the  great  Mother  of  the  Sciences.  For 
all  arts  and  sciences,  if  torn  from  this  root,  though 
jierhaps  tliey  may  be  polished  and  made  tit  fur 
u.se,  yet  they  Avill  make  no  further  progrcs.s.  * 

# * ♦ ^Vnd  the  age  during  Avliich  Natural 

Philosopliy  Avas  seen  to  tlonrish  in  Greece,  Avas 
but  a very  brief  interA  al  of  time,  for  both  in  the 
more  ancient  times,  the  seven  avIio  were  called  the 
Avise  men,  all  cxcejtt  Thales,  aj'plied  themseh'es 
to  moral  jdiilosophy'  and  civil  affairs ; and  in  later 
times,  Avheu  Socrates  ib*cAv  doAvu  jihilosojihy  from 
heaven  to  earth,  Moral  Philo.sojdiy  prevailed  more 
and  more,  and  turned  the  inimls  of  men  fivnn  the 
Philosophy  of  Nature.”  So  Aph.  80.  “ To  this 
it  is  to  be  added  that  Natural  Philosoidiy,  even 
among  those  Aery  men  avIiu  have  nurtured  it, 
has  scarcely  ever  obtained  the  Avhole  leisure  and 
einjdoyment  of  any  one,  especially  in  these  later 
times ; excejtt,  perhaps,  some  instance.s  of  a monk 
in  his  cell,  or  a gentleman  speculating  in  his 
counti*y  house.  Rut  the  PhilosojAliy  ot  Nature 
has  been  made,  as  it  Avere,  a passiige  and  a bridge 
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to  j?oii)otliing  else.  Ami  so  tins  irrf^nt  Mother  of 
the  Scieiwes  has  been,  witli  wttnderl’ul  indijrnity, 
thrust  down  to  the  othee  of  a haudinaUl.  * * 

Mvauu'hile  let  ho  one  expect' much 
profrre/m  in  the  Scivnce-%  ( especially  in  the  practical 
jmrt  of  them  ixlkss  Natural  Philosophy  be 

API»LIi:i>  TO  EACH  IxmVIDlTAL  SCIENCE,  AND  EACH 
PARTICULAR  SCIENCE  BE  REFERRED  AGAIN  TO 

Natural  Philosophy.  Hence  it  is  that  astro- 
nomy, ftptics,  innsic,  most  of  tlie  mechanical  arts, 
medicine  itself,  and — what  one  mi;^ht  imire  won- 
der at — Moral  and  Political  Philosophy, 
loirieal  sciences  have  scarcely  any  de])th,  but  only 
^dide  over  the  surface  of  a multitude  of  thin^% 
because  after  these  separate  sciences  have  been 
once  distributed  and  erected,  they  are  no  longer 
nourished  by  Natural  Philosophy.  * + * * 

Therefore,  it  is  not  the  lea>t  strange  if  the  sciences 
make  no  t>rogi*oss,  when  they  are  torn  from  their 
roots.” 

10.  So  also  Aph,  107.  “And  here  it  may  be 
reiieated,  what  was  said  above,  about  the  apjilica- 
tit.iii  of  Natural  Philositphy,  and  that  each  separate 
science  must  be  referred  to  that  again,  that  the 
sciences  may  not  be  severed  and  cut  oft'  from  the 
trunk.  For  without  this  little  progi*ess  is  to  be 
hoped  for.”  Also  Aph.  1*27. — “ Some,  too,  may 
doubt  rather  Than  object,  whether  wo  sjieak  of 
Natural  Philosojihy  only,  or  that  the  other 
sciences  logic,  ethics,  j)olitics,  are  also  to  be 
brought  to  ](erfectioii  by  the  same  nieth<»d.  Put 
mo-it  assuredly  we  mean  what  we  said  to  apply 
to  them  all ; and,  as  the  common  logic,  wdiich 
acts  by  syllogism,  aftects  not  only  the  natural, 
but  all  sciences,  so  also  ours,  wiiich  proceeds  by 
induction,  embraces  them  all.  For  we  form  a 
history,  and  tables  of  discovery,  of  anger,  fear, 
shame,  and  the  like,  also  of  examples  in  Politics, 
set  also  of  artections  of  the  mind,  6cc.” 

1 7.  So  also  De  Augmeiitis.f  Lih.  IV., c.  1 . “ Let 
us  now'  come  to  that  knowiedge,  to  which  the  oracle 
of  old  leads  us — namely,  the  knowledge  of  our- 
selves, upon  which,  as  it  touches  us  the  more 
nearly,  the  more  diligence  is  to  be  bestowed. 
This  knowledge  is,  for  men,  the  aim  and  the  object 
of  all  knowledges,  but  it  is  only  a jutrlion  of 
nature.  And  let  this  be  laid  down  as  a general 
rule,  that  all  divisions  of  sciences  be  so  under- 
.sohmI  ami  a])plied,  that  they  may  rather  mark  and 
distinguish  them,  than  separate  and  divide  them. 
So  that  tee  may  always  avoid  a break  of  continuity 
in  the  science.'i.  For  the  contrary  mode  has  maile 
each  .separate  science  barren,  empty,  and  errime- 
ous,  since  they  were  not  nourished,  supported  and 
corrected,  by  the  common  fountain  and  aliment.” 
So  also  De  Augm.  111.,  4.  “We  have  laid  down 
that  this  is  tlie  function  of  Natural  Philosophy,  to 
be  the  common  mother  of  the  sciences.” 

18.  Now,  Bacon  has,  beyond  all  doubt,  the 
sole,  umlivided,  and  transceudant  merit  of  dis- 
covering that  the  reasoning  in  Natural  Science  is 
the  type  and  the  model  of  reasoning  in  Moral  and 
Political  Science,  and  tliat,  whatever  in  the  latter 
clearly  and  manifestly  violates  the  method  in  the 
fonmn*,  is  to  be  infailibly  condemned.  And  yet 
J.  B.  Say  had  read  Bacon  with  such  extraordinary 
carelessness  and  inattention,  as  to  say  “ Bacon 
ignorait  complcTemeiit,  fpie  la  meme  method 
etait  applicable  aux  sciences  morales  ct  politi- 
ques,  et  qu’elie  y oblieiulrait  des  succes  da  meine 
genre!”  (Cours  deconomie  politique.  Vol.  II.,  ! 


I 550.  Edit  Guillaumin ),  And  this  gi’cat  truth, 

; which  was  ftrst  seen  and  proclaimed  by  Bacon, 

I has  broil  re])eatedly  enforced  by  the  most  emi- 
nent men  since.  Newton  says  that  an  extension 
of  oil)’  know  ledge  of  the  laws  of  Natural  I’hilo- 
sophy  w'onld  certainly  extend  our  know  ledge,  of 
the  laA's  of  floral  Philosoiihy.  So,  too,  Bisho]> 
Butler,  “ There  is  a much  more  exact  corres- 
pondence between  the  natural  and  the  moral 
w'<u*ki  than  we  are  apt  to  take  notice  of.”  Sermon 
\l.  (hi  Compassion.  A general  officer  lately 
addre^sing  the  students  at  a military  iu-stitution, 
earnestly  pressed  the  study  of  Chemistry  upon 
the  young  officers,  beeanse  he  said  he  had  often 
found  the  laws  of  Clieiuistry  of  great  practical  use 
in  tin  affairs  of  life.  And  Mr.  !Mill,  to  w hose 
opinions  on  the  iiroper  method  oftlie  treatment  of 
Politit  al  Economy  w'C  shall  shortly  ativert,  ex- 
actly in  the  s))irit  of  the  extract  from  Bacon,  we 
have  (,uoted  above,  says,  “Although  the  scieiititic 
arranjjcments  of  organic  matter,  att’ord  as  yet  the 
only  c-miidete  exanqile  of  the  true  princit»les  of 
rational  dassificution,  whether  as  to  the  formation 
of  groups  or  of  serie.s,  those  principles  are  ap]»Ii- 
cahle  to  all  cases  in  which  mankind  are  called 
upon  to  bring  the  various  jiarts  of  any  extensive 
subject  into  mental  consideration.  They  are  as 
much  ro  the  point  when  objects  are  to  be  classed  for 
purpo.-es  of  art  or  business,  as  fur  those  of  science. 
The  proper  arrangement.,  for  example^  of  a code  of 
laws.,  depends  on  the  same  scientific  conditions  as 
the  ch'.'isification  in  Natural  Historip  nor  could 
there  tie  a better  ]u*eparatory  discipline  for  that 
imporiant  function,  than  the  study  of  the  jirindples 
of  a natural  arrangement,  not  only  in  the  abstract, 
but  iij  their  actual  ajqdicatioii  to  the  class  of 
phenomena  for  which  they  were  first  clabifrated, 
and  wliich  are  still  the  best  scho(»l  for  learning 
their  use.”  {Logic  II.,  282.)  And  again,  p.  358. 
“These  aberrathms  in  medical  theory,  have  their 
exact  parallel  in  politics.” 

19.  Thus  wc  see  that  ^Ir.  Mill  is  in  exact  har- 
mony on  this  point  with  Bacon,  New'toii,  and 
others,  wdio  have  made  the  same  remark  often 
since.  That  is,  he  admits  that  the  ])rinciides  of 
the  classification  of  law's  is  to  be  founded  on  the 
model  and  tyjte  of  the  classification  of  Natural 
History;  that  is,  lie  observes  the  continuity  (tf 
science  betw'een  LogisUitioii  and  Natural  History, 
making  both  a part  of  Inductive  Philosojthy ; but 
W'hen  be  comes  to  Political  Economy,  he  absolutely 
extrudes  it  from  Inductive  Science  alt(>gcther. 
He  breaks  the  continuity  of  science  b(‘tweeu 
Political  Economy  and  Physical  Science,  and 
maintains  that  in  Political  Economy,  the  a priori 
or  dogmatic  metlmd,  is  the  only  true  one.  And 
this  is  his  settled  oiiiniou  on  the  subject,  ami  he 
rejieat.'.  it  over  and  over  again.  Thus,  in  his  Essay.^ 
upon  some  un.'icttled  (picstions  of  Political  Econonnp 
E.ssay  F.  on  X\\^  Definition  and  Method  of  Political 
Econo'ny^  p.  141,  after  some  remarks  upon  the 
inqiortanco  of  ascertaining  the  correct  definition 
of  the  science,  in  which  w'e  entirely  agi’ee,  he  says, 
“with  the  consideration  of  the  ilefinitiou  of  a 
science  is  iiise|»arably  connected  that  of  the  philo- 
sophic method  of  the  science  ; the  nature  of  the 
])roees>  by  wliich  its  investigations  are  to  be  carried 
on,  its  truths  to  be  arrived  at.” 

“New,  ill  whatever  science  there  aresy.stematic 
differences  of  opinion — wdiich  is  a.s  much  as  to  say 
in  all  the  Moral  or  Mental  Sciences,  and  in 
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Political  Economy  among  the  rest ; in  whatever  j 
science  there  exist  among  those  who  have  , 
attended  to  the  subject,  w hat  are  conimoulv  called  i 
dift’ereuces  of  principle  as  distinguished  liom  ^ 
differences  of  mattcr-wf-fact,  or  detail  the  can>e  i 
will  be  fotiml  to  bo  a diffVreiice  in  theu*  coneep- 
tiims  of  the  |»bilosophic  method  ot  the  sciences. 
Also  j>.  143,  “ In  the  definition  w;e  have  attempted 
to  frame,  of  the  Seieiiee  ol  Political  Economy,  we 
have  diaracterUed  it  as  essentially  an  sci- 

ence, and  its  method  as  the  method  d priori.  Such 
IS  undouhtcdly  its  character  as  it  has  been  understood 
and  taught  bif  all  its  most  distinguished  teachers. 

It  reasons,  an'd,as  Ave  contend,  it  nuist  necessarily 
rea'^oii  from  assumptions,  not  from  facts.  It  is 
Imilt  upon  hypotheses,  strictly  analogous  to  those 
which,  under  the  name  of  definitions,  arc  the 
fouiidalioii  of  the  other  abstract  sciences.”  Again, 
p.  145,  “This  (Hight  not  to  be  denied  by  the 
Political  Economist.  If  be  deny  it,  then,  and 
then  oulv,  lie  places  himself  in  the  wrong.  The 
d priori  metlu.d  wdiich  is  laid  to  his  charge,  as  if 
his  employment  of  it  proved  his  w hole  science  to  be 
worthless,  is,  as  we  >hall  presently  >hew',  the  only 
iiietliod  by  wdiich  truth  can  possibly  be  attained 
in  any  department  of  the  Social  Science.”  Also, 
p.  14(),  “ But  we  go  fiu  ther  than  to  affirm  that 
tiie  method  d priori  is  a legitimate  mode  of 
philosoi)hical  investigation  in  the  moral  sciences; 
we  contend  t hat  it  is  the  only  mode.  We  affirm  that 
the  method  d jmsterioriy  or  that  of  specific  ex- 
perience, is  altogether  inefficacious  in  these 
sciences  as  a means  of  arriving  at  any  considerable 
body  of  valuable  truth  ; though  it  ailmits  of  being 
usefully  applied  in  aid  of  the  method  « priori., 
and  oven  forms  an  iiidispen>able  snpiilemeut  to  it.” 
20.  We  shall  imstjioiie  the  consideration  of 
^Ir.  ^Mill's  reasons  for  maintaining  this  doctrine 
until  we  have  investigatotl  what  grouiuls  he  has 
for  an  assertion  of  a matter  of  fact.  He  says  that 
all  the  most  distinguished  Political  Economists 
have  treated  it  as  an  d priori  science.  From  this 
statement  of  fact,  w ith  all  due  resi>ect  for  !Mr. 
Mill,  we  must  euiircly  dis>ent.  It  is  true  that 
.Hume  have  done  so,  among  others  Quesnay,  its 
founder  in  modem  times,  and  others;  but  we 
w holly  deny  that  the  economists  to  w hom  the 
science  is  most  indebted  have  done  so,  Adam 
Smith  undoubtedly  did  not  do  so,  his  work  is 
pectiliurly  remarkable  as  one  in  Avhich  abstrac- 
tions are  laid  aside,  and  actual  phenomena  are  dis- 
cussetl  ami  explained  in  a familiar  manner.  J. 
B.  Say,  w ho  stands  next  in  order  of  time  and 
merit  to  Adam  Smith,  and  w ho,  in  fad,  did  the 
same  service  to  the  conthient,  that  Adam  Smith 
dill  to  England,  namely,  made  it  popular,  ex- 
pressly condemns  tlie  d priori  method,  and  repea- 
tedly tleelares  that  it  is  a science  of  pure  ob.ser~ 
ration.  Nay,  in  the  very  passage  we  have  cited 
above,  exliibiting  such  an  extraordinary  instance 
of  carelessness,  the  very  charge  he  brings  against 
Bacim  is,  that  he  did  not  see  that  the  identical 
method  to  be  ap|died  to  Physical  Science,  was 
the  one  to  be  followed  in  Moral  and  Political 
Science,  and  would  be  attended  with  the  same 
kind  of  success.  He  also  says,  {Discours  2WU- 
minaire^  Traite.  (tccononiie politique., p.  3,  edit.Gud^ 
laumin,)  “Eu  economie  politique,  coiiime  eii  phy- 
si(pie,  comme  en  tout,  on  a fail  des  sysiemes  avaiit 
d'etablir  des  verites  ; eVst-i-dire,  qu'on  a don- 
uee  pour  la  verity  des  conceptions  gratuites,  de 


pnres  assertions.  Plus  tard,  t»n  a apjfiiquca  cette 
science  les  uiethodes  ipii  out  taut  contribac,  dc]»uis 
Bacon,  aux  ju'ogres  de  toutc^  Ics  autres;  ee?t-^- 
dire,  lamcthodeexiicrimeutalc,  qui  coiisi>le  e^Hcn- 
ticllement  a n’admeUrc  comme  vrais,  ([Ue  le?  faits 
dont  rob-'ervatiou  et  Texpi  rieiice  out  dtdiioutre  la 
realite,  et  comme  des  verites  eoiK'‘tantes  que  les 
conclusions  qif  on  cn  ]teut  tircr  naturellcmeiit : ce 
qui  exclut  totaleuicnl  ces  prejnges,  cc'-  antorites, 

(pii  cn  science  comme  en  morale,  en  liite'rature 
comme  eu  administration,  vieniieut  s'iuterposer 
entre  riiomme  et  la  verite.”  So  page  5.  “L’e-co- 
iioinie  politique  qui  est  une  science  expvrimentale 
* * * L'economie  politique,  telle  qiroii  I'ctudie  ii 
present  est  tout  eiitiere  tbndee  sur  des  faits,  ear 
la  nature  des  choses  est  tin  fait,  aussi  bieii  (pie 
revcnemeiit  ijui  en  resulie.y  So  ]tage  tJ.  “Le- 
conomie  ])(»litique  est  etablie  sur  des  fondemeiis 
iiiebraiilablcs,  dii  moment  que  les  principles 
qui  lui  servent  de  base,  sout  des  dediickious 
, rigoureuses  de  faits  geiieraux  incoiitestables.” 
And  so  far  from  sanctioning  the  d priori  method 
of  treating  Political  Economy,  he  exiu-ensly  con- 
demns those  who  do  so.  He  says  at  p.  15, 
“D'autres  considerations  non  moius  dclicates  se 
rattachent  a ce  <pii  ]>rf-eede.  Quelques  ecrivains 
dll  dix-huitieuie  sieele  et  de  Tecole  dogmathpie  de 
Quesuav  d'uuc  part,  et  des  economistes  Anglais 
de  1‘ecole  de  David  Kicardo  d'liiie  autre  part, 
sans  employer  les  formules  algcbriques  trop 
evidemiiieut  inapplicables  a recoiioinie  politique, 
out  voulii  y iiitroduire  uu  genre  d’argumeiitatioii, 
auquel  je  "crois,  en  these  geueialc,  (pi'elle  se  re- 
fuse de  meiue  (pie  toutes  les  sciences  qui  lie  rc- 
comiaisseiit  iM.*ur  foiulemeiit  que  rcxiicrieiiee ; jc 
veux  dire  rargumeulation  qui  repose  sur  des 
abstractions.  * * ♦ Quaiid  on  admet  pour 

fondement,  an  lieu  d'un  lait  bieii  observe,  uu 
principe  qui  u'est  fonde  lui-meme  (pie  sur  une 
arguiueiiiatiou,  on  risipie  d'imiter  les  scholastiques 
du  nioycu-age  qui  discutaieiit  sur  des  mots,  an 
lieu  de  disciiter  sur  des  choses,  et  ([ui  prou\aieiit 
tout,  hors  la  verite.”  Aud  lie  givca  instautes 
where  he  considers,  and  justly  in  our  (tpiiiioii  iii 
one  at  least,  Uicaixlo  and  ^IcCulloch  to  have 
fallen  into  error  by  adopting  this  method,  and  he 
dw  ells  upon  the  mischief  produced  in  the  science 
by  adojuiiig  this  method.  “11  sen  est  suivi 
d'intermimiblcs  discussions,  ou  ies  coiitciulaiis 
sembleiit  avoir  eu  pour  bruit,  non  de  repaudre 
rinstruetion,  mais  tie  se  converiir  luutucilcmeiit ; 
OH  chacuii  eu  oubliaiit  le  public,  ii*a  cherchC*  (pi*  a 
soutenir  son  dire ; de  la  des  coiitroverses  quel- 
tpiefois  pen  iutelligibles,  souveiit  eunuyciises,  et 
tpii  out  eu  ce  facheiix  effet,  i\iw  les  geii>  du  moude 
ignorant  les  soluies  bases  sur  Icsqiielles  1 cConoiuie 
l)oliti(pie  repose,  out  pu  eruirc  (pfelle  etait  re- 
tombee  sous  rempii*e  des  systcines,  et  des  (tpiuious 
iiidividuelles,  (pie  Ton  u'etait  d accord  sur  ricu.” 
He  then  more  particularly  censures  the  nietlnxl 
adoi»ted  by  Quesiiay.  He  says,  page  24,  ‘‘Au 
lieu  d'observcr  d'abord  la  nature  des  chores, 
c est-a-dire,  la  manierc  dont  les  clutses  se  pas- 
seut,  de  classcr  leiirs  observations,  el  d en  deduirc 
les  gciicralites,  ils  eoiiimeucerent  par  poM*r  des 
gcnOralites  abstraites  qu’ils  qualiliaient  tin  iiom 
d'axiomes,  et  ou  11s  eroyaieiit  vinr  briller  par 
elle-mcme  revidence.  ils  eherchaieut  eiiMiite  a 
y rameiier  les  fails  particuliers,  et  en  deduinaient 
des  regies  ; ce  qui  les  engagea  dans  la  defense  tie 
maxiuies  evidemmeiil  contraii'es  au  bon  sens,  et  a 
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roxpcrionee  dcs  sieclos/*  AVliilo  fully  aoknoTV- 
led;riiijr  their  exct*lh‘iu*e  as  men,  ami  also  the  real 
services  they  ])erfornied  to  the  State,  he  says, 
pajie  *25,  “ 5lais  (I'uii  autre  cote  les  eetmoiuistes 
out  fait  dll  mal,  en  <lccriaut  plusieurs  inaxiiiies 
utiles,  en  fesant  supposor  jmr  leur  es]»rit  dc  secte, 
l)ar  le  lanfmajre  dofrmatiijue  et  abstrait  do  la 
pliipart  de  leurs  ecrits,  par  leur  ton  d’iiispiration, 
(pie  tous  ceux  qui  sVecui>aient  de  seiublables 
redierches,  iretaient  <pie  des  reveiu’S  doiit  les 
theories,  bonnes  au  ])liis  pour  tester  dans  les 
livres,  etaient  inapplicables  dans  la  ])ratique.*’ 
He  also  censures  Condillac  for  followhij;  their 
method,  pajte  2d,  “Coniine  les  economistes  il 
fonde  proque  toujours  un  priiicip(>  siir  uiie  sup- 
position (jratuite,  et  il  en  fait  I'aveu  dans  sa  pre- 
face ; or,  une  supposition  pent  bien  servir 
d'exemple  pour  expli(iuer  ce  (]ui  demontre  le 
raisonnement  appiiye  sur  rexperience,  luais  no 
sullit  pas  pour  eta'blir  une  verite  fondeinentale. 
L'h‘nnninie  poUt'ufue  neat  devenne  une  science 
(jnen  devenant  une  science  d obaerratlord* 

21.  He  then  points  out  that  Adam  Smith  pur- 
sued exactly  the  opposite  method,  namely,  the 
inductive  method  of  deducin;,^  ])rinci]des  fnnn 
facts,  and  says,  p.  29 — “Lorsqu’on  lit  Smith 
coimue  il  merite  d'etre  hi,  on  s’ajierqoit  qu'il  n’y 
avait  pas  avant  lui  d’economie  politi<pie.”  Also 
he  says,  p.  29,  “Avant  Smith  on  avait  avance 
jilusieiirs  fois  des  ]»rinciples  tres  vrais : il  a 
montre  le  j»remier  tiounpioi  ils  etaient  vrais.  J1 
a fait  plus:  il  a donue  la  vrai  methode  de  si"- 
naler  les  erreiirs  ; i!  a appli([Ue  a reconomie  poli- 
tique la  iiouvelle  maniere  de  traitor  les  sciences, 
en  lie  recherchant  ]>as  ses  princijies  abstractive- 
meiit,  mais  en  remontant  des  fails  les  ]tlus  cou- 
stamment  observes,  aux  lois  generales  dont  ils 
sont  line  consequence.  De  ce  (pi’iin  fait  pent 
avoir  telle  cause,  I’esju-it  de  systeme  conclut  la 
cause ; Tesprit  d'analyse  veut  savoir  pourquoi 
telle  cause  a prodiiit  cet  etfet,  et  s’assurer  qu'il 
n’a  pu  etre  pnaluit  par  aiuiiue  autre  cause. 
l/ouvra»re  de  Smith  est  une  suite  de  demonstra- 
tions qui  out  eleve  plusieurs  propositions  au  raiij^ 
de  iirineipes  incontestables,  et  en  out  p]oiig(I^  un 
liien  i)his  grand  noiiibre  dans  ce  gouttre  oii  les 
idees  vagiies  et  hypothetiques,  les  imaginations 
extravagantes,  se  debattent  un  certain  temps 
avant  de  s'engloutu*  pour  tonjonrs.” 

22.  Thus,  Ave  see  that  iVIr.  Mill’s  assertion 
that  all  the  most  distinguished  Economists  have 
considered  Tolitical  Economy  as  au  a priori 
science,  and  have  treated  it  so,  is  completely 
disproved.  And  vre  entirely  concur  Avith,  and 
adopt  these  vicAvs  of  Say.  So  far  from  all  the 
iiMJSt  distinguished  Economists  liaA'ing  adojited 
this  method,  it  is  only  Ricardo  and  his  followers 
who  IniA'e  done  so  in  tliis  country,  and,  as  avc 
siiall  endeavour  to  shcAv,  with  the  most  periiicions 
conse<iiieiices. 

23.  Having  thus  shewn  that  IVIr.  Mill  is  com- 
pletely in  error  in  his  allegations  of  fact,  avc  shall 
now  examine  his  reasons  for  considering,  and  lay- 
ing doAvn  in  such  decided  terms,  that  i^litical 
Economy  can  only  be  treated  in  the  a priori 
metliod.  He  .says  (£ssm/a,  ^*r.,  ]).  146),  “There  is 
a proi>erty  <‘ommon  to  almost  all  the  moral  schmeos, 
and  by  which  they  are  distinguished  from  many  of 
tlie  physical;  this  is  that  it  is  seldom  in  our 
poAver  to  make  experiments  in  tiiem.  In  che- 
mistry and  natural  philositphA-,  Ave  can  not  onlv 


observe  A\hat  happens  under  all  the  combinations 
of  cin  iimstances  Avhich  nature  brings  t(»gether, 
but  W(  may  also  try  au  imletinite  mmiber  t»f  ucav 
Combinations.  This  Ave  can  .‘»ehh»m  do  in  ethical, 
and  scarcely  cA'er  in  political  science.  We  eaiimd 
try  forms  of  government,  and  .systems  of  national 
policy,  on  a diminuth'e  scale  in  our  laburatories, 
slui])ing  our  experiments  as  aac  think  they  may 
most  CMiuluce  to  the  ad\ancement  of  knoAvledge. 
We,  therefore,  study  nature  under  circumstances 
of  great  disadvantage  in  these  sciences,  being  con- 
fined to  the  limited  number  of  experiments,  Avhich 
take  jilacc  (if  we  may  so  sjieak)  of  their  own 
accord.  Avithoiit  any  preparation  or  management 
of  oiir^ ; in  circumstances,  moreoA'er,  of  great 
complexity,  and  net  er  perfectly  knoAvn  to  us,  and 
Avith  the  far  greater  part  of  the  processes  con- 
cealed from  our  obserAation. 

“The  C(uisequence  of  this  uuaA'oidable  defect  in 
the  materials  of  the  iudiictiou  is,  that  avc  can 
rarely  obtain  Avhat  Bacon  has  (juaintly,  but  not 
unaptly,  termed  an  eorperinicntum  cnicia;'  also, 
p.  149,  “Since,  therefore,  it  is  Auin  U)  hope  that 
truth  can  be  arrm-d  at,  cither  in  I’olitical  E(»- 
nomy,  or  in  any  other  de])artmeiit  of  the  Social 
Sciencr,  Avhile  avc  look  at  the  facts  in  the  con- 
crete, clothed  in  all  tiie  complexity  Avith  Avhich 
nature  has  surrounded  them,  au  endeavour  to 
elicit  a general  laAv  by  a proce.ss  of  induetion 
from  a C()m]>arisou  of  details ; there  remain.s  no 
other  method  than  the  a priori  une,  or  that  of 
abstract  s])eculatiou.” 

24.  Ami  that  this  i.s  Mr.  ^liH’s  Avell-coiisidered 
and  settled  opinion  appears  by  his  later  Avork 
{Logic.  A'ol.  I.,  ]>.  414,  Edit.  l?so6).  “We  huA'e 
thus  already  come  Avithin  sight  of  a camclusiou, 
Avhicii  the  progress  of  the  inquiry  will,  1 think, 
bring  before  n.s  Avith  the  elejuvst  evidence: 
namely,  that  in  the  sciences  Avhich  deal  Avith  j»he- 
nomenu,  in  Avhich  artificial  experiments  are  im- 
p(»ssible  (as  in  the  c*a.<e  of  astronomy),  or  in 
Avhich  they  liaA'e  a very  limited  range  (as  in  phy- 
siology. mental  jthilosophy,  ami  the  S(u*ial 
Science),  induction  from  direct  cxfterience  is 
practised  at  a disadA  antage,  generally  c(|uivalent 
to  imppacticability,  from  which  it  folloAvs  that 
the  methods  of  those  sciences,  in  order  to  accom- 
plish anything  Avorthy  of  attainment,  must  be  to 
a great  extent,  if  not  ])rincii)ally,  deductive.  U'his 
is  already  knoAvii  to  be  tlie  case  Avith  the  first  of 
the  scit  nees  aa'c  have  mentioned,  astronomy  ; that 
it  is  not  generally  recognized  as  true  of  the  otliers, 
is  probably  one  of  the  reasons  Avhy  they  are  still 
in  theii  infancy.”  Surely  there  is  some  inconsis- 
tency in  this  last  sentence  Avith  Mr.  Mill's  ]>re- 
vioiis  iis.sertion,  tliat  all  the  most  distinguished 
Avr iters  on  l*olitical  Economy  had  adoptcil  the 
a priori  method. 

25.  We  haA'c,  hoAvever,  the  misfortune  to  be 
entirely  of  an  opjtositc  oi)iniou  to  iUr,  Mill  on  this 
point.  We  A'entnre  to  attirm,  that  the  true  rea- 
son Avhv  Political  Economy  is  in  its  infancy,  i.s 
becaiisf  Economists  (at  least  later  (nies)  have 
not  siitliciently  seen  tliat  it  is  a purely  Inductive 
Science,  and  because  they  haA-e  not  treated  it  in 
that  AViiy.  On  the  contrarA',  we  atiirm  that  the 
true  reason  aa  hy  I’olitical  Economy  is  iioav  over- 
run and  infested  with  doctrines  Avhieh  bear  every 
aiialogA  to  those  Avhich  infected  mechanics  before 
the  days  of  (Galileo,  is  because  Economists  have 
adopted  the  d priori  metliod  of  arbitrar}'  dogma- 
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tizin-  aiul  have  never  suffici.'iitly  iuf..nnca  them-  j av 

sei'  e"  of  .he  facts  they  have  to  deal  .uth  and  n 
„evei-  snlUeieiillv  tested  the  coneei.tn.ns  tlie.  Inn  t a 
f„n,H.d  of  the  object.  Political  I'f 
with,  and  the  jreneial  hnv.  they  ‘ 1'  a tr 

lahorions  care  and  rioovon.  ' 

solutelv  in.lisi.en.able  for.  the  * 

trne  science.  And  we  entirely  te^eut^  f o.n  Mr.  k 
anil's  vicAvs  (Aog/r,  vol.  I.,  p.  ;>'2G). 
dnetive  Method  ; which  ...  the  present  .-t  ite  ^ 
knowledge  Is  dcstincdhcncelor.il  irievotahl>  to 
pred.nnhn.te  in  the  cm.rse  of  sciet.tilic  tnvest.ga-  o 

tion.  A revolution  is  peaceal.lv  at.d  progressive^  a 

ertectino  p.sclf  in  Philosophy,  he  revet  se  ot  t at  t\ 
to  which  Bacon  has  attached  his  inune.  lhat  v 
great  ...an  changed  the  n.ctlnKl  ot  tin.-  sciences  f 
from  deductive  to  experimental,  ami  it  is  mm  n 
rai.idly  reverting  from  experimental  to  deduc-  a 

•26  IVe  have  now  got  to  the  foundation  of  i 
what  we  consider  INIr.  iSliir.s  erroneous  ideas  as  i 
to  the  proper  method  of  treatment  ot  1 iibtical 
Ecoimmv.  He  contradistingiiislies  Pulitieal  Ec(>-  t 
noniv  from  physical  science,  because  he  savs  it  is  i 
imp.Wil.le  to  obtain  au  unlimited  number  ot  I 
artiticial  experiments  in  it,  and,  therefore,  it  is  i 
impossible  to  obtain  its  general  laws,  as  is  done  in  | 
physical  science.  M'e  shall  endeavour  to  shew  i 
hereafter,  that  tliongh  in  general  it  is  not  po^slble 
to  have  actual  experiments,  yet  avc  can  liaAC  what, 
to  all  intents  and  ]uir])oses,  are  equivalent  to 
experiments,  and  Avhich  stand  in  exactly  the  same 
relation  to  Political  Economy  (and  Ave  might  add 
the  moral  sciences  in  general,  only  that  avc  must 
contine  ourselves  to  our  sjiecitic  subject)  as  expe- 
riments do  t(.»  Pliysics.  , r.  . c *i  ^ 

27.  Bacon,  in  describing  the  defects  ot  the 
Syllogistic  or  d priori  method,  AA  hich  AAa^  lu  use 
in  pliA'sical  science  in  his  day,  suav  clearly  that 
it  never  could  penetrate  tlie  recesses  ot  nature. 
Hesavs,  ( Biatrihntio  Dy.cW.s,;  “The  Syllogism 
consistsof  propositions,  pnqMisitions  ot  Avords,  but 
words  are  the  tokens  and  signs  of  conceptions 
So  that  if  the  very  conceptions  ot  the  miiul 
(whicli  are,  as  it  Avere,  the  soul  ot  AAords  and  the 
tbnndatiim  of  this  superstructure  ami  editice)  are 
badly  and  inconsiderately  formed  trom  the  tacts, 
vague,  nor  sutlicieutly  detinite  and  bimted,  tault) 
in  short,  in  everyway,  it  ruins  everytlung,  Avhich 
he  repeats  almost  in  the  same  teims,  Aor.  Ur^. 
Lib.  Aph.  14.  And  he  over  and  OA'er  again 
repeats  that  the  formation  of  conceptions,  or  deh- 
nitioiis,  and  axioin.-^,  or  general  ^1'“^  i 

induction,  i.s  the  only  Avay  ot  expelling  billacies. 
So,  in  atHrmingthat  the  conception.-  and  axioms 
of  his  own  day  were  utterly  worthless,  he  savs, 
Aph.  18,  “The  discoA-eries  ah-eady  made  in  the 
sciences  are  of  such  a sort  as  scarcely  to  be  below 
the  surface  of  the  vulgar  notions;  bat  in  order  to 
penetrate  to  the  deep  recesses  of  nature,  both 
conceptions  and  axioms  must  be  derived  trom 
facts,  by  a more  certain  and  guarded  methoa. 
And  Aph.  40.  “The  formation  of  conceptions 
ami  axioms,  by  a true  induction,  is  assuredly  the 
true  remcd\’  to  driv*e  iiAvay  and  cxpid  lallacics. 
Ami  of  these  fallacies,  the  tallavics  ol  language, 
( Idola  fori ).  which  men  gain  tVoin  one  auotl.or 
bv  common  .lisi;ourse,  are  the  nioi^t  troublesome  ot 
ail  For  the  ill  anil  uiitit  choice  ot  worils  wonder- 
fnliv  obstructs  tlie  uinlerstmuling.  For  words 
j.laiuly  exert  a j.ower  over  tlie  un.Iei  standing, 
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I and  throw  evervtliing  into  confusion,  and  lead 
men  away  into  imnilierle.ss  empty  ci.nti-oversies 
and  pliantasies;  for  men  believe  tliat  tlieir  under- 
standing controls  their  language,  but  it  is  alj.o 
true  that  language  reacts  and  turns  l.ack  its 
pi.wcr  over  tl.e  understanding,  which  is  the  very 
tliii.''-  wliieh  has  rendered  pliilosophy  and  the 
sciences  sopiii>tical  and  inactive.  But  words 
are  commoi.lv  framed  by  tlie  capacity  ot  the 
vulgar,  and  divide  tilings  according  to  the  lines 
which  are  most  obvimis  to  the  uiiderstaiiding 
of  the  vulgar.  Ami  w henever  a clearer  iiitel  eet 
and  a more  careful  ubservatioii,  wishes  to  shift 
those  lines  to  a truer  agi-eement  with  nature, 
words  cry  out  against  it.  'I  lins  it  happeii.s 
tliat  great  and  important  discussions  ot  learneit 
men  often  turn  into  controversies  about  words, 
and  names,  with  wi.ich  (according  to  the  wise 
custom  of  mathematicians)  it  would  be  more 
iirndcnt  to  begin,  and  so  bring  them  into  order  by 
detinitioiis.”  Aphs.  40,  5P,  tti.d  so  Aph.  60. 
‘*The  fallucies  Avliich  Avords  impose  upon  ttie 


understanding  are  of  tAVo  sorts.  I hcA  are  eitlioi 
names  of  things  Avhich  do  not  exiht,  or 

thev  are  names  of  things  AA'hieh  do  cxi>t,  but  aie 
confused  and  ill-defined,  and  hastily  and  irregm- 
larlv  formed  from  the  facts.  And  this  cla.-s,  which 
is  funned  by  a bad  and  unskiltul  abstraction,  is 
intricate  and  deeply  rooted.”  So  also  A}dt.  105, 

“ Vnd  the  assistance  of  this  Induction  is  to  be 
m-id,  not  only  in  discovering  general  laws,  but 
also  ill  tiie  formation  of  conceptions.  Ami 
assuredly  in  this  Induction  the  duet  hope  lies. 

28.  Some  Avriters,  indeed,  suppose  that  the 
technical  terms  in  Tolitical  Eeomuny,  being 
chiefiv  used  in  common  discoursi*,  cannot  be  de- 
fined with  the  same  accuracy  as  those  in  ]>hysical 
science.  This,  however,  is  a complete  error.  A 
yew  large  proporti<m  of  the  te<*lmical  terms  in 
cverv  science,  at  least  in  the  older  ones,  are  words 
taken  from  common  discourse,  but  they  are 
invariablv  fixed  and  defined,  and  uniformlv  u.<y(l 
in  a special  sense,  in  that  science.  llus  is 
especially  the  case  in  geometry,  mechanics,  and 
tiieologv!^  Hence  we  see  that  that  circumstance 
is  bv  no  means  peculiar  to  Political  Enmoniy. 
No/  is  tbe  formation  of  definitions  an  arbitrary 
proceeding'.  It  is  not  an  uncommon  idea  tliat 
autliors  innv  give  their  own  detinitimi.s  to  words 
as  long  as'tliey  uniformly  ailliere  to  tlie  same 
sense.  But  this,  too,  is  a grievous  error.  Con- 
ceptions, or  Detinitioiis,  have  their  foumlation  in 
nature,  exactly  as  general  Uiavs  have,  ami  they 
must  be  settled  by  the  same  process  and  Avith  the 
'^ame  care.  There  is  a natural  connection  ot  ob- 
jects, and  this  must  be  thoroughly  understmd  before 
*it  is  possible  to  settle  true  conceptions.  Clas.-^itica- 
tion  is  founded  on  reality,  nut  upon  arbitrary 
a.<sociation,  and  avc  shall  ueA'er  attain  true  kuhaa- 
ledge  until  avc  can  look  through  the  husk  ot  a 
name  to  nature. 

29.  And  most  men,  omiuent  as  clear  tlmiKers, 
since  tiie  days  of  Bacon,  have  dwelt  upon  tlie  im- 
oorfance  of  true  coiice]'tions.  Tims,  Hobbes  says, 

I (Lcriathan.  pt.  1,  c.  4,;  " In  the  riglit  detiniln.u 
of  names  lies  the  first  use  of  speecli,  whieh  ts  tlie 
• i aefiuisitiou  of  science.  And  in  wnmg,  or  no  deh- 
( I nition,  lies  the  first  abuse,  from  whieli  proceed  all 
- I false  and  senseless  tenets.”  And  again,  “ Every 
^ I man,  Avho  asyiires  to  true  knoAv  ledge,  should  ex- 
amine the  definition.sof  former  autliurs,  and  either 
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correct  tliem,  or  make  them  anew."  Nor  is  Mr. 
Mill  himself  insensil)le  to  tlio  importance  of  tlie  ■ 
true  interpretation  of  names,  in  other  thinf.s,  I 
nioii}:li  he  stran<rely  tlisemirai^ovs  it  in  Political 
Ecompiny,  for  h,.  thus  coiidude.s  an  able  chapter  on 
Dchiution,  CLofr,,’,  IW. - I5„t  to  pc- 
nctiate  to  the  more  hidden  afrreement  on  which 
tliese  obvious  and  snperticial  apTcements  depend, 
s otten  one  ot  the  most  dimenit  of  scientific  pro- 
biems.  M It  IS  aniono  the  most  ditficult,  so  it 
seldoins  fails  to  be  amonp  the  most  important 
And  since  upon  the  result  of  this  in.jnirv,  respect- 
ing the  cmisesof  the  properties  of  a cla.ss  of  things, 
there  incidentally  depends  the  question  what  shall 
be  the  meaiiin^r  of  a word  ; some  of  the  most  pro- 

toiiiKl  and  most  valuable  investigations  which  phi- 
losophy presents  to  ns,  have  been  introduced  bv, 
and  have  offered  themselves  under  the  guise  of 
iiniiunes  into  tlio  definition  of  a name.”  ’ 

30.  And  this  is  equally  true  of  Political  Economy 

as  ot  any  other  science,  and  yet  it  has  verv  gene- 
lally  been  overlooked,  and  even  denied.  The  whole 
science  is  touiided  on  obtaining  true  conceptions  of 
a te«  tundaniental  words,  such  as  Value,  Currency, 
r Prmluction,  Coummption,  Measure 
of  I «/«<-,  Rate  of  Profit,  and  some  others.  Nor 
do  these  stand  by  themselves,  as  mere  isolated 
exercises  o ingenuity.  Dr.  Wliewell  points  out  I 
that  true  (lehmtions  are  always  associated  with 
some  proppisitioii,  and  that  it  is  only  true  concep- 
tions, or  general  terms,  that  render  general  pro- 
positions possilde.  Nay,  in  tact,  it  is  generally 
the  liscnssion  ot  propositions  that  gives  rise  to  the 
biittlt!  ot  definitions.  When  certain  writers  denv 
and  sneer  at  those  who  think  that  credit  is  capital’ 

U cr.im^  to  this.  AVhat  is  Capital  ? and  wlmt  is 
tudit.  And  s(>  on,  ot  most  of  the  disimtod 
doctiuies  111  lolitical  Economy,  it  will  invariably 
hf  tonnd  that  the  coml)atants  form  totally  different 
conceptmiis  ot  the  words  they  are  using. 

31.  We  have,  in  the  foregoing  remarks,  endca- 

j oined  to  establish  the  following  points T That 

Eacon  declared  that  Phvsicar  Science  was  the 
true  basis  and  prejiaratiou  for  the  study  of  Moral 
and  I, finical  Science,  and  that  liis  method  was 
npplirablo  to  the  latter,  as  well  as  to  the  former. 

1 lliat  lolitical  Economy  is  an  Imluctiye 
Science.  III.  lhat  .Mr.  .Alill  is  in  error  when  he 
>ays  that  all  the  most  distinguished  Economists 
lia\e  considered  that  the  « /iWoW  method  is  the 
proper  mode  of  treating  it ; that,  on  the  contrary, 
the  most  distinguished  have  considered  and  treated 
It  as  an  indnetive  Science.  IV.  That  the  same 
method.s  of  investigation  are  to  be  followed  in 
1 oil  leal  Eimnomy,  a.s  have  been  fullowed  since 
the  da>s  of  Galileo  in  ]\Iechanics,  that  it  consists 
ifi  toncei)tions  and  Axioms  upon  wliich  the  same 
labor  IS  to  be  bestowed  in  ascertaining  and  settliin^ 
as  IS  done  in  Physical  Science,  and  that  the  settle- 
ment  ot  these  is  to  be  goyenied  by  the  same  prin- 
ciples.  A . riiat  the  ackmm  lodged  standards  of 
rea>oning  in  Ihysieal  Science  arc  to  be  fifilowed 
m luiitical  Economy,  and  that  if  any  of  tlie  i>re- 
^ ailing  ddctrines,  or  modes  of  reasoning,  current 
in  lolitual  PA'iiiioiny,  are  manifest  yiolations  of 
he  aeknowlcdg.-d  standards  of  reasoning  in  I 

condemned  and 

altcud.  A\c  >hall  not,  of  course,  in  this  place 
enter  into  any  attempt  to  settle  each  conception  and 
axiom,  because  that  is  done  under  each  article 
separately,  to  which  we  must  refer.  We  shall 
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merely  bring  fonyard,  in  the  following  sections,  a 
Ten  eNamplesof  the  immense  Conseiiueiice  to  tiie 
H*ienc-‘,  ot  adopting  true  conceptions  of  some  of 
the  ].nncipal  words,  and  the  different  .loetrines 
that  m eessanly  Kfilow  from  the  settlement  of  such 
definitions. 

3g.  With  respect  to  the  eoneejition  of  the 
.^eiene-  itselt,  wo  Imvo  shown  the  udvantage  ob- 
tained bv  framing  .«neh  a definition  of  it,  as  shall 
be  free  from  the  objeelhm  which  ^ir.  Mill  has 
.pistly  hrouglit  forward  against  the  ones  in 
common  use.  Ey  treating  it  as  the  seienee  which 
treats  of  the  Law,,  which  rcfrulate  the  Exchange 
able  relations  of  f/unntities,  we  obviate  the  olijec- 
tioiis  n lueh  have  been  justly  urged  against  coiisi- 

deiiiig  It  a.s  the  .science  whieh  treats  of  the  Pro- 

(Oiction.  Distribution,  ami  Consumption  of  Wealth. 
Font  at  once  draws  a sharp  and  distinct  line 
between  an  .agricultural  iiroduet,  and  the  .art  ami 
seienee  of  agriculture,  between  ativ  eommereial 
[ product,  and  the  art  and  process  of  iirodueimr  if 
and  in  general  between  any  actual  products, ''and 
their  exchangeable  relation.s,  and  the  .several  riro- 
cesses  by  which  they  are  obtained.  Tims  we 
have  a clear  and  distinct  test  of  wliat  tlie  r.nre 
seienee  of  Political  Economy  includes,  and  wlmt 
IS  to  be  eonsidered_  beyond  its  limits.  Eeoause 
iWiateycr  causes  an  increase  or  a diminution  of  the 
7,umher  of  products,  or  varies  tlieir  excimugcalde 
1C  a 10U  -,  is  a question  of  pure  Political  Ecouomv, 
the  raetliod  or  proee.ss  of  olitaiiiiiig  such  iiroduets 
IS  a branch  of  the  arts  or  eominerce.  Tims  the 
causi'S  V liich  induce  a greater  or  a diminislicii 
qumitiD  of  coni  to  be  ]iroduccd.  and  iiilluciicc  its 
Jo 'T a question  of  pure  Poll- 

an  imu'J'rfV’’  modes  of  cultivation 

ai  paitot  l ie  art  and  seienee  of  agriculture. 

Eu  the  qiiestmn  of  loundlhig  Ilosjiitals,  and  the 
Hueuees  they  e.xert  m increasing  or  dimiiiishiim 

p rt””"i' r’’  f""iidliiigs,  is  a i|ue.stioii  of  pure, 

I olitical  Eeoiiumy.  So  ragged  schools  and  reform- 
atories, .-o  long  as  they  are  considered  with  refer- 

binnJ?J  '>‘'»‘'-ioratimi  of  the 

I 1 r'"’  'Ivi.omiuatioii  of 

nioials,  but  if  we  consider  their  etfeets  in  inercas- 

ing  or  diminishing  the  number  of  criminals,  that 

la  a question  of  Political  Economv,  and  so  on. 

33.  ill  the  formation  of  coiieeptioiis  it  is  not 
only  necessary  to  obtain  true  ones,  Imt  also  to  fill 

Srihem  *'■<*  T>at, titles  tliat 

satLsty  them  Tims,  wlien  we  finiilv  fix  in  our 

minds  tliat  the  term  Vaove  in  Political  Economy 

IS  exclusively  to  be  understood  as  a St<;x  of 

E<iU.4LiTv  between  two  ratios,  or  tliat,  in  fact  wo 

may  say  tliat  Value  is  a proportion,  and  not  a 

(juahty.  It  follows  tliat  whatever  quaiititv  enters 

into  this  proportion,  is  an  independent  eVoiiomic 

entity,  whatever  its  nature  be.  Thus,  when  wo 

>.iy  that  one  ounce  of  gold  is  of  the  value  of  fifteen 

equatio„"L* 

1 oa.  nokl=  1.5  oz.  Silver, 

« Inch  IS  I he  following  proportion  : 

Oold  ; Silver  : ; 15  • ] 

As  soon,  then,  as  we  see  that  value  is  the  sign  of 
equality  b 'tweeii  these  respective  (innntities,  1 oz 

j,iyi  and  1.3  oz.  silver,  or  that  it  indicate.s  the  ratio 

I -It  ■!!,  'f  " ™'''*Mige,  it  follows 

that  any  tyo  quantities  whatever,  between  which 

mdepeudeiit  entities  in  Political  Economy,  and 
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are  witliiu  its  domain.  Tims,  if  an  bour’s  instruc- 
tion in  music,  (u*  drawing,  is  worth  a guinea,  that 
instvm-tiim  is  an  economic  entity.  Now,  an 
InuiFs  instruction  in  music,  or  drawing,  and  a 
loaf  of  iircad,  or  a tabh*,  cannot  yery  well  lie  emn- 
]tarcd  Avitli  each  otlier,  hut  when  we  find  that 
jaTSons  will  gh  c t!u*  same  quantity  ot  mnney  for 
a certain  <|iiantity  of  eaeli  ot  tliein,  they  do 
hecome  commensurable.  That  is,  as  Aristotle 
most  exaetlv  pointed  out,  the  den'tre  for  them,  and 
the  (piantity  of  money  any  one  will  giyc  tor  them, 
is  the  measure  of  their  value.  And  it  follows 
that  eaeh  <fi*  them  Ls  an  independent  entity,  and 
must  be  treated  as  such.  Hence,  all  personal  and 
jmfiessional  service's,  for  which  men  pay  money, 
are  to  he  considered  a.s  indeitendeut  entities,  for 
tlie  very  same  cause  coiifer.s  value  ujhui  each  of 
them — namely,  the  defiire  of  mankind.  If  1 
require  the  Attorney-CIenerars  opinion,  for  wliich 
I pay  fifty  guineas,  and  I also  rofpiire  a chro- 
nometer watch,  for  which  I also  pay  fifty  guinea.s, 
it  manifestly  follows,  that  the  Attorney-GeiKTar.s 
opinion  is  an  economic  entity,  just  as  much  as 
the  chrouoinetcr  watch. 

t^4.  Now,  Adam  Smith  and  Ilicardo  restricted 
their  views  to  material  jirodiicts  only,  in  which 
it  is  quite  clear  that  tlieir  system  is  defective. 
J.  IE  Say,  and  the  French  school  of  Fulitical 
Economy,  and  Mr.  Senior,  have  seen  that 
intellectual  capital  is,  to  all  intents  and  jiurposes, 
an  economic  entity.  That  the  copyright  of  a work, 
or  the  goodwill  of  a business,  is  an  economic 
entity  as  much  as  an  acre  of  laud,  or  a steam- 
engine.  TIni.s,  they  have  greatly  extended  the 
bmindaries  of  the  science.  But  yet  they  liave  not 
enlarged  it  to  its  full  limits.  Because  there  is  an 
immense  amount  of  valuable  property  which  they 
havi'  left  uniiotieed.  and  whicli  is  vet  manifestly 
witliiu  the  domain  of  Political  Economy.  And 
that  is,  all  annuities,  all  estates  in  remainder  and 
reversimi,  all  future  payments  of  every  descrip- 
tion, in  short.  Thus,  for  instance,  we  may  buy 
an  annuity  of  £3  fur  ever  for  £100.  Then  we 
have  the  equation  : — 

£100  — a perpetual  annuity  of  £3. 

From  Avliicli  it  manifestly  folfiiws,  that  the  annuity 
of  £:i  is  an  independent  entity,  just  as  much  as 
the  chronometer  watch,  or  the  Attoniey-Geiierars 
opinion. 

35.  Xow  we  shall  never  obtain  a clear  con- 
ception of  Political  Economy,  unless  we  firmly 
mlhere  to  tliis — that  it  is  human  desire  that  confers 
X'alue  upon  anything^  whatever.  And  that  what- 
evn*  satisfies  a human  want,  and  for  which  men 
will  give  anything  in  exchange,  is  an  independent 
entity,  and  that  it  is  so  only,  and  so  long  a.s  men 
will  give  something  to  obtain  it.  M’heu  we  buy 
a landed  estate  for  £100,000,  most  persons  will 
say  that  the  laud  is  the  eiinivalent  for  the  money. 
And  suit  is  in  a certain  sense.  But  how  is  it  so? 
The  reason  is  that,  when  we  give  £100,000  for  an 
estate  we  feel  assured  lhat  the  land,  year  by  year, 
for  ever,  will  produce  sometliiiig  of  the  value  of 
£3,000,  that  some  one  will  give  £3,000  for  its 
jirodiicts.  That,  in  fact,  it  is  the  source  from  which 
a perpetual  annuity  of  £3,000  will  spring.  Hence, 
M*e  see  that  it  is  the  demand  for  the  products  of 
the  land  which  confers  value  upon  it. 

3G.  Now  it  manifestly  follows  that  any  source 
whatever  from  which  an  annual  revenue  si>rings, 
is  also  an  independent  economic  entity.  Thu.s, 


the  copyright  of  a work  is  valuable,  because  it  i.s 
I'xpected  that  a certain  number  of  jH-rsims  will 
come  in  future  to  exchange  sonu-tliing  fur  .<o  many 
j cu]>ies  of  the  work.  So  the  guudwill  of  a bu<iiu>s 
is  a valuable  thing,  because  it  is  expected  that  so 
many  ]M‘rsons  will  couio  to  buy  at  that  sho]». 
Also  a knowledge  iff  law  is  a valuable  thing, 
because  it  is  calculated  that  a certain  iiiniiber  of 
]iersons  will  have  the  misfortune  to  reipiire  sume 
legal  products,  and  so  on  of  tlie  other  ]>n fissions. 
The  same  cause  confers  value  on  each  of  them, 
the  same  cause  would  deprive  them  of  value — 
namely,  a cessation  of  the  demand  for  their  pro- 
ducts." Now  these  considerations  strike  at  tlie 
verv  root  of  some  of  the  ^u'evaleiit  (hjctrines  ot 
Political  Economy — because  it  is  a very  common 
Ojiinion  that  it  i.s  hdtour  that  coufers  ndne. 
Wherea.s  we  see  that  it  is  demand  exclusively  that 
confers  value.  A highly  cultivated  piece  of  lainl 
' ill  the  centre  of  Australia,  after  satisfying  the 
wants  of  the  few  jtersons  wiio  were  iieces.sary  to 
till  it,  would  have  no  more  value  than  any  other 
jKirtiuii  of  Ava-^te  laud  round  it,  because  there 
would  be  no  ilemaiid  for  its  ]>ruducts.  Hence  we 
sec  that  a landed  estate,  the  copyriglit  of  a Avork, 

I the  goodwill  of  a business,  a iirofessional  educa- 
; tion,  are  each  of  them  imlepemlent  entities,  and 
must  always  be  so  treated  in  Political  Economy. 

37.  But  it  follows  too,  in  fact,  it  is  only  another 
term  for  the  goodAvill  of  a business,  that  t'ach 
man's  skill,  industry,  jiidgmeut,  ami  mercantile 
connection,  is  an  Economic  entity,  over  and  above 
his  actual  immey  and  commodities,  ami  is  measu- 
rable in  money ; and  he  can  di^pose  ami  sell  tlie 
FUTURE  produce  of  his  commercial  skill,  just  as 
much  as  he  can  of  liis  existing  pn.perty;  and  tins 
in  mercantile  language  is  called  crkuit.  Ami 
this  in-operfy  is  daily  bought  and  sold  to  the 
amount  of  millions  of  money,  by  means  of  instru- 
ments of  credits,  which  in  commercial  language 
are  called  Iblls  of  Exchange,  and  these  Bills  of 
Excliange  do  imt  represent  any  money  or  coimm.*- 
dities  whatever;  they  rejircsent  X\\c.  future  pro- 
duce of  his  skill  and  industry  ; and  tliey  are  inde- 
pendent entities,  wholly  distinct  from  money  and 
commodities. 

38.  Noav  we  shall  see  the  application  of  Dr. 
Whewell's  remark,  that  true  definitions  are  al- 
ways connected  w ilh  propositions.  For,  when  w e 
consider  that  the  term  value  is  the  sign  of 
equality  between  two  independent  Economic  en- 
tities (Value),  and  when  w e thoroughly  umlcr- 
staml  that  instruments  of  credit  are  indeiieudent 
Economic  entities,  and  not  mere  tickets  on  com- 
modities, like  Bills  of  Exchange  and  I)*»ck  AVar- 
rants  (Credit)  ; and  when  Ave  furtlier  understand 
that  Ca|utal  is  a particular  metlmd  of  using  an 
Economic  entity  (Capital)  ; that  is,  that  Avhether 
an  Economic  entity  is  to  be  considered  as  Cajfital, 
does  not  depend  upon  the  nature  of  the  thing 
itself,  l>ut  ujion  the  method  in  a\  hich  it  is  used ; 
and  Avheu  aao  further  consider  that  intniments 
of  Credit  are  independent  Kcimomie  entities,  Avhieh 
may  be  used  in  the  manner  by  Avhicli  entilies  be- 
come C'apital,  Avo  arrive  at  this  great  propo>iti(tn, 

1 that  Credit  is  Capital. 

39.  And  hoAv  is  this  great  proposition  arriA'ed 
at?  By  forming  true  concojuioiis  of  tlie  Avords 
Value^  'Credif  and  Capital.  But,  in  order  to 
fiu-m  a true  concejition,  a particular  nielluKl  of 
statement  of  the  circumstances  is  indispensable. 
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Any  one  wlio  knows  anythin^^  of  Political  Eco- 
nomy, must  be  aware  of  the  perpetual  sneers  ami 
rnlieule  a lonjr  series  of  writers  have  poured  out 
tiiHUi  the  ditetrine  that  credit  is  capital,  and  the 
taunts  whi(‘h  they  threw  at  those  persons  who 
think  that  it  is,  sayin*;  that  they  Ix-lieve  that  tlie 
same  thinjr  can  be  in  two  jdaces  at  once.  Put 
then  when  we  come  to  examine  whal  tlie  ideas  of 
these  writers  are  up(Ui  the  nature  of  credit,  Ave 
find  that  they  have  most  ])laiiily  misconceived  it. 
IJecause  they  state  the  (piestion  thus.  That  if  H 
holds  A’s  bill  payable  (say)  three  mouths  hence, 
that  if  it  is  a credit  of  I5’s  it  is  a debt  of  A's,  and 
therefore  the  two  balance,  and  the  result  i.s  nil. 
And  they  manifestly  treat  it  as  if  it  Avere  a dimi- 
nution of  A's  existing  projterty,  and  consider  it  as 
an  existin';  debt  of  A.  Xoav  this  is  an  entire 
misconception  of  the  nature  of  the  case.  A mer- 
chant who  has  given  his  bill,  payable  three 
months  after  date,  is  riot  in  debt  at  all  until  the 
bill  falls  due.  lie  is  no  more  in  debt  than  a far- 
mer is  in  debt  for  his  next  year’s  rent.  It  is 
utterly  bad  hiAv  to  supjiose  that  a moreluint  A\iio 
gives  his  bill,  ]>ayable  three  months  hence,  is 
in  debt.  To  say  that  it  is  a diiuiiiutiou  of  his 
jiroperty  is  a highly  ambiguous  ex]tressioii,  be- 
cause it  /.V  true,  but  it  is  nat  true  in  the  sense 
commonly  attached  to  it.  It  is  no  diminution  <jf 
his  actual  pro]H*rty,  but  it  is  a diminution  of  the 
]>rodiicts  of  Ids  fntnre  indu.-'lry.  'I'he  fact  is, 
tiiat  the lU'udiice  of  A's  industry  is  an  in- 
dependent entity,  and  he  has  sold  that  to  B just 
the  same  Avay  as  he  might  sell  a hor^ie  ; but  that 
does  not  anuildlate  the  existence  of  the  horse  as 
an  independent  entity.  So  it  is  perfectly  true 
that  A may  sell  the  future  produce  of  Lis  Indus- 
try to  li,  but  that  does  not  annihilate  the  exis- 
tence of  that  future  produce. 

40.  Bacon  (Noe.  Org.  Lib,  I.  Aph.  5.5 ) says 
that  there  is  a givat  and  almost  radical  distinction 
betAA'cen  minds  in  reganl  to  philoso}»hy  and 
science,  that  s<nne  are  more  apt  to  perceive  the 
difference  of  thing.s,  and  others  the  resemblances. 
This  distinction,  though  often  iiisistc'd  upon  as 
fundamental,  Avill  appear  to  be  less  radical, 
})crhaj»s,  if  Ave  consider  that  to  do  each  accurately, 
depends  upon  the  same  general  poAver,  muuely,  that 
of  separating  com])lex  terms  into  their  elementary 
ideas,  ami  discerning  Avhich  is  the  leading  hlett, 
and  Avhich  are  the  subordinate  ones.  AVhen  the 
leading  ideas  of  objects  are  identical,  they  must 
be  da.vsed  ti>gether,  even  tliongh  some  of  the  sub- 
ordinate ones  m*e  op]>osite.  On  the  other  hand, 
Avheii  the  leading  ideas  are  opposed,  then  there  is 
a fundamental  distinctum  belAveen  the  objects, 
even  though  some  of  the  subordiinite  ones  are  simi- 
lar. Thus  the  same  general  poAver  of  the  mind  en- 
ables us  to  annihilate  spurious  identities,  ;ind  to  de- 
tect latent  similarities.  Now  all  true  classilication, 
Avhich  is  as  much  as  to  saA’  all  true  science,  is 
based  upon  perceiving  fundamental  analogies 
beneath  su]>erfk*ial  differences,  ami  fumlaineutal 
distinctions,  beneath  su])ertieial  resemblances. 

Noav  one  of  the  fundamental  conceptions  in 
Political  Economy  is,  that  money,  bank  notes, 
bills  of  exchange,  iiotAvithstamling  their  suiierfi- 
cial  difference,  are  fundamentally  analogous.  And 
that  bills  of  exchange,  bills  of  lading,  dock  Avar- 
rants,  &c.,  though  having  some  superlicial  resem-  ] 
blances,  are  fundamentally  distinct.  Noav  common 
persons,  looking  only  at  the  superlicial  difference 


I between  Mils  of  exchange  and  inomw,  seeing  tliat 
I one  is  cre<lit  and  the  other  payment,  and  that  a 
bill  of  exchange  jiromiscs  to  pay  immey  on  tin* 
face  of  ii,  think  that  they  are  totally  distim*t, 
whereas  a real  knoAvledge  shcAVS  that  they  an' 
e^U'h  sepaiate  entities,  and  that  money  is  only  the 
highest  for  m of  credit,  it  is  in  its  nature  only  a 
universal  bill  of  ex(*haiige.  On  the  other  Iiand, 
comimai  )*crsoiis  UH^king  only  at  the  superticial 
resemblances  betAvecn  bills  of  excliange  and  bills 
of  lading,  and  supposing  that  one  represents  so 
many  suvi-reigns,  and  the  other  so  many  casks  of 
tallow,  and  that  they  are  both  negntiaV>Ie  instru- 
ments, jiimj)  at  the  conclusion  that  they  are 
identical  in  their  nature.  Whereas,  real  knoAv-  I 

ledge  of  the  subject  sIicaas  that  they  are  Avholly 
distinct,  tlie  former  being  imlepemlent  entities, 
j and  the  latter  merely  tickets  on  gtM>ds. 

I 41.  And  here  Ave  have  one  of  those  striking  ^ 

results  Avhich  are  iuA’arial^Iy  found  to  attend  the 
settlement  of  some  true  conception  or  principle. 

! For  a clear  uuder.standing  of  this  point  strikes  at 
I the  root  of  that  stupendous  fallacy,  »Jolm  LaAA’s 
tlieorv  of  currenev,  avIucIi  has  been  an  insoluble 
mnigma  to  Political  Ecomuny  from  that  day  to 
this;  for  i^  is  entirely  founded  on  confounding  tlie 
distinction  betAveen  bills  of  exchange  and  bills  of 
lading,  and  supposing  that  any  paper  currency, 

Avhich  only  re)»reseiits  some  article  of  value,  Avill 
maintain  its  value  Avith  resjiect  t(>  gold  and  silver. 

And  innumerable  jn-ojecturs  at  the  pivsent  day 
belicA'e  in  it;  nay,  avo  constantly  find  some  person 
starting  u]i  and  aunoimcing  it  as  s'.uue  gn*at  new 
discovery,  whereas  it  has  been  tried  over  and  tiver 
again  and  uniformly  failed.  A true  conception  ot 
this  i>oinI  lays  the  axe  at  the  root  of  all  the 
theories  of  basing  a paper  currency  upon  land, 
the  publi  * funds,  or  commodities,  because  it 
sheAvs  us  that  money  and  instruments  of  credit 
jterfonn  a certain  peculiar  function  in  Economy, 

Avliich  is  wholly  di.^tinct  from  that  performed  by 
commoditi«'s.  Thus  Ave  see  that  one  great  prac- 
tical good  obtained  from  the  settlement  of  a true 
conception  is,  that  it  instantly  detects  and  ex- 
poses a most  dangerous  and  fallaeious  theory, 

Avliich  has  often  been  tried  and  uniformlv  failed. 

42.  Thus  Ave  see  that  the  attainment  of  true 
conceptions  is  not  a mere  matter  (»f  logomaehy, 
but  one  of  enormous  ]n*actical  importance.  For 
tlie  policy  iff  nations  has  often  been  guided  ])V  the 
assumed  meaning  of  an  expressum.  Thus  tlie 
eX]»ression  the  balance  of  trade  misguided  and 
misled  the  most  sagacious  ministers  and  states- 
men, for  a very  longtime,  into  a most  miscliievous 
course  of  legislation,  until  at  last  some  clear 
sighted  Political  Economists  began  to  examine 
into  the  meaning  of  the  phrase,  and  then  it  Avas 
found  to  bf  the  most  jialpable  delusion,  the  \*eriest 
chimera,  and  most  transparent  sopliisin  tliat  ever 
deceived  mankind,  even  in  Political  Economy, 

Avliicli  is  snyiiig  a great  deal.  I'hiis,  too,  the  dis- 
puted points  ill  the  theory  of  the  Income  Tax  as 
to  a diffcieiice  in  rating  incomes  from  pnffes- 
.sions  and  projterty,  can  only  be  settled  by  a true 
coiiceittioii  of  the  nature  of  capital. 

43.  We  shall  only  select  one  more  instance 
of  the  erroneous  doctrines  Avhidi  spring  from  an 
inaccurate  detinition.  It  is  a principle  of 
Kicardo’s,  AvIiich  has  been  adopted  by  his  fol- 
loAvers,  that  the  rate  of  profit  is  solely  iiiliiieuced 
by  the  rate  of  Avages,  that  profits  rise  when  Avages 
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fall,  and  profits  fall  AA'ben  wages  rise.  A very 
slight  knoAvleclge  of  commerce  sIioavs  that  this 
doctrine  is  a pure  delusion.  Practical  experience 
sIiOAA's  that  profits  are  often  highest  when  Avage.s 
are  high,  and  when  profits  are  ioAv,  AA-ages  are  Ioav 
too.  And  AAdieu  aa'o  examine  the  matter,  we  find 
that  the  false  doetrine  springs  entirely  from  a 
folse  definition.  Because  Political  Economists 
have  failed  to  see  that  the  rate,  of  profit  must  be 
reduced  to  the  same  standard  as  tlie  rate  of 
interest.  Adam  Smith  uses  the  expressions  rate 
of  interest  and  rate  of  profit  Avithout  seeing  that 
both  rates  must  be  reduced  to  tlie  same  standard. 
When  a man  borroAvs  XI 00  and  pays  X5  for  the 
use  of  it,  Ave  always  refer  that  to  the  standard  of 
the  year.  M'hereas  the  term  rate  of  profit  is  used 
by  Political  Economists,  to  mean  simjdy  the  ratio 
of  the  iirofit  to  the  cost  of  ]>rodiiction  Avithout  re- 
ference to  the  time.  But  this  is  a most  manifest 
error,  and  tlie  Avhole  of  Ricardo's  chapter  on 
profits  L-i  based  upon  this  manifest  fallacy.  The 
error  is  in  confounding  the  actual  profit  Avitli  the 
rate  of  profit.  Now  it  may  easily  liaiipeii, 
that  the  rate  of  profit  the  greatest,  AAiien  the 
actual  profit  is  the  least,  and  the  contrary.  Thu.s, 
if  a man  makes  50  per  cent,  by  one  transaction, 
that  is  a high  profit,  but  if  he  only  effects  mie 
trausaclion  in  the  year,  that  Avould  not  be  a great 
rate  of  profit.  But  if  he  made  a profit  of  only  5 
per  cent.,  that  AA'onld  not  be  a high  actual  pi’ofit,  but 
if  he  made  it  in  one  day,  it  aa-ouLI  be  at  the  rate 
of  npAA'ards  of  1,700  jier  cent.  ]»er  annum.  Now, 
these  considerations,  Avliieh  are  manifestly  true, 
entirely  overthroAv  a very  large  ]>ortiou  of  the 
current  doctrines  upon  Avages  and  profits. 

44.  We  must  content  ourseh'es  Avith  those  ex- 
amjiles,  Avhich,  avc  think,  are  sufficient  to  establish 
the  point  avc  are  anxious  to  enforce — namely,  the 
immense  practical  importance  of  accurate  defini- 
tions. There  is,  lioAA'eAer,  one  further  point  Ave 
must  notice ; that  Avhen  avc  have  once  accurately 
obtained  ami  settled  true  coueeinious,  Ave  must 
carefully  a\oid  using  expressions  Avhich  are  in- 
consistent Avith  them,  and  if  we  find  that  such 
expressions  are  in  common  use,  aa'c  must  do  our 
best  to  extirpate  such  noxious  Avords  from  the 
science.  Thus,  AA'heii  avc  thoroughly  understainl 
the  concejitiou  that  \-alnc  is  the  sigu  of  eijuality 
betAveen  Uvo  independent  quantities,  or  is  a pro- 
portion, A\*e  instantly  see  that  such  expressions  as 
representatire  of  value^  and  intrinsic  value,  arc 
absolute  nonsense.  To  speak  of  the  representative 
of  value  is  as  manifestly  erroneous  as  to  speak  of 
the  representative  of  a proportion;  intrinsic  value 
is  as  unintelligible  jargon  as  to  speak  of  an  intrin- 
sic proportion.^  or  an  intrinsic  relation.  It  is 
absolutely  necessary,  therefore,  to  banish  such 
expressions  from  the  science,  and  all  exi>ression> 
liable  to  a similar  objection.  That  this  is  a 
matter  of  very  great  difficulty  is  extremely  true, 
but  the  science  nev'er  will  be  brought  to  a satis- 
factory state  until  it  is  done,  and  if  it  is  never 
begun,  it  Avill  never  be  done. 

45.  Fully  sensible  as  Ave  are  of  the  extreme 
imperfection  of  the  foregoing  remark^,  avc  must 
now  leave  this  part  of  our  subject.  The  contra- 
dictory vicAA's  of  different  Economists  Avill  be 
brought  tifgethcr  under  each  term  separately,  and 
some  of  the  consequences  that  result  froni  them 
explained.  We  may,  too,  refer  our  readers  to  the 
A])peudix  to  Archbishop  Whately’s  Elements  of 
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Logic,  where,  under  the  head  of  Ambiguous 
Terms,  scA'eral  of  the  contradictory  opinions  of 
AATiters  are  brought  into  contrast.  Among  them 
is  the  term  Wealth,  and  AA*e  Avill  conclude  this 
part  of  the  subject  AA-ith  some  remarks  of  his,  “ It 
were  aa^cII  if  the  ambiguities  of  this  word  had  done 
no  more  than  puzzle  jihilosophers.  One  of  them 
gave  birth  to  the  mercantile  system  * * * The 
results  liaA'e  been  fraud,  pnnishniimt,  and  pOA’erty 
at  home,  and  discord  and  Avar  Avithout  ♦ ♦ * It 
has  for  centuries  done  more,  and  perhaps  for  cen- 
turies  to  come  ivlll  do  more,  to  retard  the  improve- 
nvmt  of  Europe,  than  all  other  causes  together.^'* 

On  the  Formation  of  Axioms. 

4G.  “Definition  and  Proposition,”  says  Dr. 
WhcAvell,  “arc  the  tA\-o  handles  of  the  iii'^trument 
by  Avhich  we  apprehend  truth  ” AVe  must  noAV 
make  some  obsorAatnms  as  to  the  method  by 
Avhieh  the  Axioms  of  Political  Economy  are  to 
be  settled.  But  the  Avord  Axiom  itself  has  been 
a subject  of  much  controversy ; for  some  restrict 
it  exclusively  to  mean  a self-evident  UwWi.  A\"e 
cannot  prolong  this  article  by  entering  upon  this 
discussion.  It  is  sufficient  to  say  that  avc  use  the 
AAwd  ill  the  general  sense  of  a fundamental  prin- 
ciple, Avhich  is  iLsed  as  the  foundation  of  a science, 
or  a general  sy.stem  of  reasoning.  In  such  a 
science  as  geometry,  tlie  Axioms  are  from  the 
necessity  of  the  case,  self-evident.  But  in  the 
phy>ieal  sciences  they  are  not  so.  On  the  con- 
trary, it  is  the  very  oliject  of  tlie  Inductive  Phi- 
losophy to  discOA'er  them.  The  name  of  Axiom 
is  given  by  Bacon  and  NcAvton  to  those  great 
general  principles  Avhich  are  decided  to  be  true 
by  Induction,  such  as  the  Uiaa*s  of  motion.  And 
to  this  sense  of  the  AA'ord  Ave  adhere.  Noav,  as 
AA'e  have  defined  Political  P^conoiny  as  the  science 
Avliieh  inA’cstigates  tiie  Liaa's  Avhich  regulate  the 
exchangeable  relations  of  quantities,  it  is  evident 
that  our  next  object  is  to  endeavour  to  discover 
some  general  Iuavs,  or  expressions,  Avliich  explain 
the  pliinoinena  in  Political  Economy,  Avith  the 
same  generality  as  the  laAvs  of  motion  do  the 
phenomena  of  motion. 

47.  And  it  is  in  the  mode  of  deciding  Avhicli 
is  the  true  one  among  any  number  of  ]»ropos<*d 
laAvs,  that  the  Avhole  nature  and  character  of  the 
science  consists.  In  physical  science  it  is  gene- 
rally iiossible  to  devise  any  number  of  arbitraiy 
exjteriments,  from  Avhich  it  is  i>ossible  to  decide 
in  favor  of  any  law,  out  of  any  number  that  may 
be  proimsed,  by  the  laws  of  Inductive  Logic, 
Avhence  Inductive  Science  is  frequently  called 
Experimental  Science,  and  the  tAvo  names  arc 
used  as  almost  synonymous ; and  avc  liave  .seen 
that  the  reason  Avhy  Mr.  ^lill  has  denied  that 
Political  Economy  is  an  iudiictiA'e  science,  is 
because  it  is  not  possible  to  have  an  unlimited 
uuniber  of  arbitrary  experiments  in  it.  Fi*(un 
AA'Iiich  he  falls  back  ujion  the  a priori  or  dogmatic- 
method,  or  AA'e  may  call  it  both  the  ante-  and  the 
anti-Baconian  method. 

48.  Bacon,  hoAA'cvcr,  has  declared  that  the 
moral  and  political  sciences,  among  Avhich  of 
course  is  included  Political  Economy,  are  purely 
inductive  sciences,  and  are  to  be  constructed  by 
exactly  the  same  method ; and,  in  our  opinion, 
Bacon  is  right.  It  is  i>erfectly  true  that,  in 
Political  Economy,  it  is  not  generally  possible  to 
make  experiments,  except  by  those  who  are  at 
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tlic  head  of  affairs.  AVe  may,  tlierefore,  at  once 
admit  that  a solitaij  inquirer  has  not  the  power 
of  making  an  unlimited  number  of  arbitrary  ex- 
periments, and  that  wo  can  only  watch,  In'  direct 
observation,  those  ])erlormed  by  the  State.  But 
ill  Folitical  Etoiiumy — and  in  the  Abu’al  Sciences 
generally — Ave  can  have  Avhat  are  in  all  resjiects 
equivalent  to  experiments — namely,  FEIGNED 
CASES.  It  is  perfectly  well  known,  that  Avhen 
the  application  of  a legal  principle  is  doubtful,  it 
is  customary  to  f*'ign  a case^  for  the  ]>uri)ose  of 
clearing  up  doubtful  p»jints,  and  the  same  is  true 
of  the  Moral  Sciences  generally;  and  we  can 
argue  from  feigned  cases,  and  deduce  principles 
from  them,  with  exactly  the  same  degree  of  cer- 
taintv  as  if  they  were  real  cases,  and  also  with 
the  same  degix'e  of  certainty  as  jwinciples  are 
tested  by  real  experiments  in  experimental 
science. 

4b.  But  there  is  one  point  Avhich  must  be 
particularly  attended  to  in  such  a mode  of  argu- 
ment, drawn  from  the  very  analogy  of  expi*ri- 
ments.  The  feigned  cases  devised  for  the  purpose 
of  eliciting  principles  must  be  possible.  An  experi- 
ment from  its  very  nature  is  a ]K)ssible  combina- 
tion of  eirciimstaiices.  Now,  in  Political  Economy 
no  true  principle  can  be  deduced  from  an 
impossible  case.  It  is  not  possible  to  pri'dicate 
any  result  at  all  in  sucli  a case.  Nor  is  tliis  pal- 
pable truth  of  small  imptn-taace.  AVriters  who 
have  adtqited  the  d priori  method  have  often 
argued  from  feigned  cases,  but  they  have  not 
always  observed  this  rule.  AA'e  will  only  cite 
one  conspicuous  instance  of  the  violation  of  this 
principle.  lu  some  attempts  that  have  been 
made  to  ?heAV  that  an  increase  of  tlie  currency 
can  have  no  effect  in  increasing  the  producti«ui  of 
wealth,  but  Avonld  only  raise  the  price  ttf  existing 
comiiiitdities,  it  is  sometimes  argued  in  this  man- 
ner : — “ Stippose,”  it  is  said,  “])eople  Avere  to 
aAvake  some  morning  ami  find  all  their  mom*y 
doubled  in  quantity,  Avhat  Avouhl  be  the  effect? 
Sinqtly  that  the  prices  of  all  commodities  Avould 
be  doubled."  But  the  an>wer  to  this  mode  of 
arguing  is,  that  it  is  an  impossible  case,  and  no 
princijde  can  be  deduced  from  such  a case.  It  is 
not  possible  that  sucli  a thing  should  hapiten,  and 
all  results  atteuq)led  to  be  deduced  from  such  an 
exanqtle  must  be  discarded  as  futile.  If  aac 
AA'ouhi  deduce  lu’incijiles  of  any  worth  fnun  a 
supposed  case  of  the  doubling  of  the  (juantity  of 
the  ciirreney,  we  must  strictly  follow  the  method 
iiiA\hich  it  Would  reoUy  take  place. 

r>0.  And  it  is  just  in  this  very  thing  that  the 
genius  of  the  Platonic  Philosophy  consists.  It  is 
essentially  Inductive.  Only  Plato  applied  the 
Juduetivc  method  to  the  ideas  of  the  moral  world. 
Bacon  to  the  ideas  of  the  physical  world.  That 
Plato  Avas  not  always  successful  any  more  than 
Bacon,  is  t’’ue.  Jbit  the  genius  of  the  philosopliy 
of  each  Avas  itlcntical.  lUit  the  immense  and  the 
undivided  merit  of  BaCfUi  was,  that  he  saw  ami 
declaivd  that  Physical  Inductive  Science  must 
i-RKcuDK  Moral  InductiAe  Science.  Tliat  Natu- 
ral Science  Avas  the  nursing  iiuither  of  all  science, 
that  in  it  are  to  be  found  tlie  types  and  staiulards 
of  rea.''oning,  ti>  Avhieli  all  other  reasoning  is  to  be 
referri'd,  that  it  is  the  Traicaytoydg  to  lead  us  to 
the  study  of  Moral  Science.  And  Ave  insist  iqioii 
this  the  more  strongly,  because  it  has  been  most 
strangely  overlooked  and  denied.  AVo  have  seen 


by  the  extract  we  have  given  aboAX  from  J.  B. 

Say,  his  « extraordinary  assertion  that  Bacon  Avas 
comjtletely  ignorant  of  the  connection  betw  ecu  the 
two ! And  others,  too,  have  fallen  into  a similar 
error,  and  that  it  is  a most  gidevous  error,  Ave 
liave  proved  by  extracts  from  Bacon  lumsclt. 

Hence,  ve  see  that  there  are  tAVO  great  divisions 

of  InducriA'e  Science,  the  one  Physical,  and  the 

other  Moral,  both  absolutely  identical  in  their 

genius,  both  to  be  followed  and  cultivated  by  the 

same  melluxl.  Now,  Physical  Science  often  re- 

ceives  a name  fi*om  the  character  of  the  method 

l)A'  Avhich  its  general  laws,  or  Axioms,  areproted, 

that  is,  by  observation  and  experiment  and  from 

this  it  is  often  called  Experimental  Piulosopiit.  , 

Noav,  it  seems  to  be  of  some  advantage  to  haAX  a 

name  for  that  great  division  of  Inductive  Science, 

Avhose  Axioms  are  tested  by 

feigned  cases^t  and  the  name  ot  EXl  Elli- 

E^sTIAL  Philosophy  seems  not  inaiqnopriate. 

Hence,  Ave  haA'e  Inducti\'e  Science  divided  into 
two  great  provinces,  Physical  and  Moral,  aaIucIi 
may  be  respectively  named  Experimental  and 
i Experiential  Philosophy,  and  then  Ave  have  this 
prindith*,  that  possible  feigned  cases  are  to 
Experiential  NciVnce,  what  experiments  are 
to  Experimental  Science.  ^ ^ * 

51.  As  soon  as  AA-e  admit  this,  it  folhiAVS  that 
the  Avhole  of  that  great  body  of  Induetive  Logic, 

I the  fonmlatious  of  Avhich  Avere  laid  by  Bacon,  and 
! Avhich  has  been  subsequently  exteiideil  and  added 
t4i  by  other  AATiters  since  his  time,  tor  the  jmrpose 
of  testing  Axioms  or  general  priiieiitles,  by  due 
experiments,  is  applicable  to  test  the  principles 
of  Experiential  Science  by  properly  devised 
feigned  cases.  ( 

52.  There  is,  however,  a point  of  diftercnce 
to  be  noted,  lu  Experimental  Science  we  can 
always  predict  that  tlie  result  will  be  true  in  each 
particular  instance.  In  Experiential  Science,  it 
is  only  possible  to  say  that  such  and  such  results 
Avill  tlike  place,  but  it  is  not  possible  fr>  say  tliat 
any  gheu  iiidiA'idual  Avill  do  them.  The  pi  o- 
jierties  in  the  physical  AAorld  arc  absolutely 
nuiform,  and  caxta'  iiidiA’idual  is  coustiained  by 
tlie  Supreme  Artihcer  to  obey  them.  AA  e kiiOAv 
that  everv  individual  magnet  Avill  attract  cAery 
imlividaai  needle.  But,  though  we  know  that  lu 
Political  Economy,  Avherever  a protit  is  notoriously 
to  be  made,  somebody  will  make  it,  yet  we  cannot 
say  Avhut  individual  will  do  it.  Thus,  it  the  rate 
of  discnimt  were  6 per  cent,  at  Paris,  and  4 per 
cent,  in  London,  Ave  kiioAV  that  it  Avould  be  pio- 
titable  to  fabricate  Bills  of  Exchange  tor  the  pur- 
pose ot  exporting  bullion  from  London  to  laiis, 
and  we  can  infallibly  say  that  it  aaUI  be  done, 
though  Ave  cannot  say  that  this  or  that  merchant 
Avill  do  it.  And  thus,  knowing  that  it  will 
infallibly  be  done  by  some  one,  avo  are  enabled  to 
form  tlie  general  principle,  that  tlie  rates  ot  dis- 
cimiit  between  the  tAvo  places  must  be  brought 
Avithin  a certain  degree  of  equality  to  stop  the 
tlow  4tf  bullion  from  one  place  to  the  other.  Now, 
this  general  principle  is  just  as  true  and  certain 
as  the  hiAV  of  gravitation,  and  it  gives  us  a true 
and  certain  laAA'  to  guide  us  under  certain  circum- 
stance.'^,  and  it  ghes  a liual  and  conclusive 
ansAvei  to  all  economists  Avho  thiuk  that  the  late 
of  discount  can  be  kept  uniform  in  this  country, 
witlioiit  reference  to  the  current  rates  m other 
countries. 
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53.  Having  then  gained  this  solid  foundation, 
that  possible  feigned  cases  are  in  t‘very  respect 
auahtgons  to  experiments,  that  they  may  be  de- 
vised Avith  the  same  unlimited  A'^ariety,  and  that 
that  great  body  of  well  settletl  and  impregnable 
Inductive  Logic,  built  up  and  matured  by  the  cai'e 
aud  sagacity  of  Bacon  and  other  eminent  men, 
is  to  be  applied  to  test  the  Axioms  of  Experi- 
ential Science,  Ave  shall  now  proceed  to  see 
Avhether  it  is  possible  to  establish  Axioms  regard- 
ing the  excliangeable  relations  of  quantities,  ex- 
actly anahigous  to  the  hiAvs  of  au.'chauics,  and 
Avhicli  shall  be  proA'ed  to  be  true  by  the  very 
same  standards  of  reasoning,  and  aa'c  shall  also 
test  the  doctrines  of  some  Avriters  of  great  influ- 
ence in  Political  Economy,  by  the  same  standard. 

54.  And  first  of  all  let  us  obser\'e  Bacon’s  pre- 
cepts regarding  the  formation  of  Axioms  in 
Physical  Science.  In  these  Ave  hav'c  only  to  sub* 
substitute  “feigned  cases”  for  “experiments” 
throughout,  and  we  shall  obtain  an  Juductive 
Logic  for  Experiential  Pliilosophy.  He  says, 
Distribntio  Operis^  “ Those  Avho  aspire  to  discover 
aiid^  to  kinov,  aud  not  to  guess  or  divine,  not  to 
devise  mimic  and  fabulous  Avorlds  of  their  own, 
but  to  pwietrate  aud  dissect  nature  herself,  must 
seek  everything  from  the  facts  themselves.  Nor 
can  any  genius,  or  thinking,  or  argument,  sufli- 
ciently  supply  the  place  of  this  labour,  search, 
and  AA'orI(l-wide  perambulation  ; no,  not  if  all 
men’s  wits  could  meet  in  one.”  That  an  entire 
reconstruction  of  science  Avas  necessary,  of  which 
the  foundation  must  be  laid  in  a description  of 
nature,  which  Avas  not  to  be  turned  at  tirst  so 
mucli  to  actual  fruition,  as  to  throAV  liglit  on  the 
discoviTV  of  causes,  aud  to  sui>ply  tlie  infant 
science  Avith  the  tirst  uoiirishmeut.  “Fur  though 
Ave  are  chiefly  in  pursuit  of  the  practical  aud 
actiA'c  ]»art  of  science,  avo  must  Avait  for  the  time 
of  the  liarA'cst,  and  not  reap  the  moss,  or  the 
green  ciirii.  For  we  AA'eli  kiioAV  that  general 
principles  once  rightly  discoA'ered,  Avill  carrv 
whole  troops  of  Avorks  ahmg  Avitli  them,  and  Aviil  , 
produce  effects,  not  in  single  instances,  but  in  ; 
multituiles.”  And  in  Nov.  Org.Lib.  Aph.  70, 
ill  enforcing  the  necessity  of  carefully  devised  ex-  [ 
periments,  (or  feigned  cases,)  and  the  care  and 
attention  necessary  to  ooutri\T  a variety  of  them,  I 
and  to  extend  the  inquiry  generally,  ‘‘For  no  one 
successfully  investigates  the  nature  of  a thing  in  I 
the  thing  itself.”  And  he  advises  us  to  imitate 
the  divine  Avisdom,  Avhich  in  the  tirst  <iay  created 
light  only.  So  Ave  must  oudea\’our  to  gather  from  ! 
all  sorts  of  experience,  aud  to  discover  true  causes,  | 
aud  general  priucijiles,  aud  to  doA'ise  '‘'‘experimenta  \ 
lucfera'^  for  this  purjiose,  or  instances  contrived  | 
Avith  tlie  exjiress  vieAv  of  testing  general  priuei-  1 
pies,  before  Ave  go  to  ])ractice.  Let  us  now,  tlieii, 
endeavour  to  apply  the  preceding  principles  to 
the  ascertainment  of  the  Axioms  of  Political  Eco- 
nomy. That  is,  let  us  apply  tlie  well-knoAvii  and 
settled  hiAVS  of  Inductive  Logic  to  tlecide  which 
of  scA-eral  proposed  Axioms  are  to  be  admitted 
as  true. 

55.  There  is  one  Iuav  of  Inductive  Logic,  Avhich 
has  been  discovered  and  settled  since  Bacon's 
time,  Avhich  we  shall  find  to  be  of  supreme  im- 
portance in  governing  our  decision.  It  is  the 
Law  of  Continuity.  “The  Law  of  Coiitiiiuity,” 
says  Dr.  Whewell,  (Phil  Ind.  Sci.,  Vol  IL, 
p.  413,)  “consists  in  this  proposition : — That  a 


qiuintity  cannot  pass  from  one  amount  to  another.,  by 
any  change  of  conditionSy  without  passing  through 
all  intermediate  degrees  of  noignitudey  according 
to  the  intermediate  conditions.  And  this  law  may 
often  be  employed  to  correct  inaccurate  inductions, 
and  to  reject  distinctions  Avhich  liave  no  n-:il 
foundation  in  nature.  For  example,  the  Aris- 
totelians made  a distinction  between  motions 
according  to  nature,  as  that  of  a body  falling 
A'ertically  doAvn wards,  aud  motions  contrary  to 
nature,  as  that  of  a body  moving  along  a horizontal 
plane ; the  former  they  held  became  naturally 
quicker  and  (juicker,  the  latter  naturally  >lowt*r 
aud  slower.  But  to  this  it  might  be  replied,  that 
a horizontal  line  may  |»ass,  l>y  gradual  motion 
through  A’arious  inclined  positions,  to  a Avrtical 
position,  and  thus  the  retarded  motion  may  t>ji>s 
into  the  accelerated,  and  Inmce  there  uiu-t  be 
some  inclined  plane  on  which  tlie  motion  doAvn- 
wards  is  naturally  uniform ; wliieh  is  false,  and 
therefore  the  distiHctiou  of  ^llch  kinds  of  motion 
is  unfounded.”  That  is  to  siv,  there  is  no  point 
AvhateA'er  at  Avhich  the  one  kind  of  motion  jiasses 
into  the  other.  Aud  again,  p.  415:— “Tlie  evi- 
dence of  the  Luav  of  Coutimiiiy  resides  in  the 
universality  of  those  ideas  Avhich  enter  into  our 
apprehension  of  the  laws  of  nature.  When  of  two 
quatUitie.^y  one  depends  upon  the  other,  the  Law  of 
Continuity  necessarily  governs  this  dependence. 
Every  philosopher  has  the  power  of  applying  this 
law,  in  proportion  as  he  has  the  faculty  of  appre- 
hending the  ideas  Avhich  he  employs  in  his  induc- 
tion, AA'ith  the  same  clearness  ami  steadiness  which 
belong  to  the  fuiidameiita!  ideas  *>f  quantity,  space, 
and  iinmlier.  To  those  who  [lossess  this' facility, 
the  Laur'  is  a Rale  of  very  wide  and  decisire  appli^ 
cation.  Its  ase,  as  has  appeared  in  the  aboA'e 
examples,  is  seen  rather  in  the  disproof  of  erro- 
neous views,  and  in  the  correction  of  false  pro- 
positions, than  in  the  invention  of  new  truths. 
It  is  a test  of  truth,  rather  than  an  instrument  of 
discovery."  AVhich,  Ave  may  ubserA'e,  is  the  true 
function  of  all  Logic,  biUh  Aristotelian  and  Baco- 
nian,— formal  aud  inductiAX*. 

56.  Now  let  us  apply  the  ]iriuciples  we  iniA  e 
cndeaA’oured  to  estabILh  reganling  possible  teign- 
ed  cases,  aud  the  law  of  continuity,  to  the  veriti- 
catioii  of  au  axiom  regarding  the*  general  law  of 
price  in  Political  Economy.  M'e  huAe  ( Elements 
of  Political  Economy;  and  Prices,  Theory  or) 
devised  two  possible  feigned  cases  of  the  extremes 
of  price.  We  have  .-lu*wu  that  when  it  is  ex- 
tremely low  it  depends  iqioii  Avhat  is  commonly 
called,  the  law  of  snfqdy  and  demand,  aud  aa  o have 
shoAvii  that  Avheii  it  is  extrem.-ly  high  it  also  de- 
pends u[>on  the  same  Iuav  ot  supply  ami  ihonoud. 
We  liaA'e  sheAvn  that  no  other  law  whatever,  but 
that  of  supply  and  demand,  operates  at  the  ex- 
treme points  of  price;  lienee,  we  atlinii,  by  virtue 
of  the  Law  of  Continuity,  that  the  same  law  of 
demand  and  supply,  unicersally,  solely,  and  exvlu- 
sicely,  regulates  price  at  all  intermediate  points,  in 
all  cases  whatever,  and  at  (dl  times. 

57.  By  A’irtue,  tlieretove,  of  the  preceding  con- 
siderations, Ave  take  our  stand  in  this  impregnable 
]>ositiou.  We  atlirm  that  this  induction  is  con- 
clusive as  any  in  existeiiee,  and  that  no  criticism, 
or  cavils,  or  objections,  can  sliake  it  more  than  the 
ripple  of  the  summer  sea  can  Avasli  UAvay  Ailsa 
Craig.  Standing  on  this  solid  foundation,  Wv  can 
affirm  that  if  any  other  law  whatever  be  proposed 
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as  iv;:ulatiuK  price,  at  any  intennc.liate  point  poses  a law,  wl.ich  is  not  the  pctuM-al 

between  the  extremes, otlier  than  dinmind  ,wUup-  to  suit  t'lat  one  c a«  o | „uiatc  all 

pA/.it  ,««;,7bennsomul;  and  if  any  one  be  proposed  direct  opposition  to  the  laws  whiUi  !, 


that  genuine  inductive  t.oo.c  win  prove  uuu  o is  ^ come  to  examine  parti- 

Itl*:^  known  that  a dillerent  law  from  enlar  id^e.ionsto  U,  or  shew  whm  ^.cihe  pr^ 
siii.plv  and  demand  has  been  propos.  d by  a writer,  ciples  it  v lolates.  In  tke  ku  1 ■ ’ , ^vliich 

who,  it  is  undeniable,  has  exercised  an  iiilluence  that  the  proportion  ot  ‘ 

over  ojiinion  in  this  country,  only  second  to  Adam  are  bej  ond  the  pale  of  ‘ But 

Smith  himself— Kicardo;  and  we  must  now  brin;r  „,uch  greater  than  he  is  “ ,e  ,.„aes  he 

the  law  he  has  proposed,  and  which  has  been  very  we  shall  shew  ^11^^0110  but  they 

widelv  received,  to  the  test  of  Inductive  Logie,  does  consider  his  ^ 

llicardoV  Lav.  is,  that  co.t  of  production  rcgrdatc.  «re  part  ,cular  „i,;  st  d.serve  this  as 

Kic.ardo,  page  2 of  his  celebrated  work,  an  essential  property  of  aiiy 
savs,  There  are  some  eommoditie.s,  the  value  ot  that  d n<ust  exhthd  on  the  face  is  iierfectly 

wiiieh  is  determined  by  their  scarcity  alone.  Jso  trhich  lufuence  its  acfioH.  \j,at  in^ 

labor  ean  increase  the  .luautity  of  such  goods,  uiuloiibled  that  quuldy  ® '■J™  .,,, nears  on 

and.  theref..re,  their  value  eaiiiiot  be  lowered  by  tluences  value.  Hut  what  ti.c 

an  i,.crea>ed  singly.  Some  rare  statues  and  pic-  the  tace  ot  the  law  hat  j ' .-ticidar 

tures.  scarce  books  and  coins,  wines  ot  a i.eeuliar  lutes  ra/ue  f Ihi.s,  ^ 
nualilv,  which  ean  be  made  only  from  grapes  in  which  the  Ricardian  law  is  nia^^^^^^ 
grown'  on  a 1, articular  soil,  of  which  there  is  a 63.  bet  us  f jl^lation  of 

vtTv  liiiiitrd  (iiiantitv,  art'  all  of  iliis  dei^cnptiou.  IJaconuui  juccepth  Uf,*  . 

Their  value  i.s  wholly  independent  of  the  <iiiaiitity  Axioms,  which  are  ^ 

01  labor  originallv  necessary  to  luodtice  them,  and  tive  Logic.  He  says,  /'nn- 
varies  with  the  varving  wealth  and  inclinations  of  “ The  iiuniaii  understaiidiug,  whui  it  > 

iho!e  who  are  desirous^,  possess  them.  adopted  an  opinion  (either  se  t •>  he^re- 

‘•Thc.-^e  cominoditie.s,  however,  form  a very  j ceived  oianion,  mid  belief  al,  u bit ^ 

small  part  of  the  mass  of  commodities  daily  ex-  ; it.)  draws  all  things  else  to 
changiM  in  the  market.  Ry  far  the  greatest  part  , with  it.  and  although  theie  “ k ‘ 

of  those  goods  which  are  the  objects  of  desire,  've.ght  o instances 

are  procured  bv  labor;  and  they  may  be  multi-  takes  no  notice  ot  and  despises  » 

plied,  not  in  one  country  alone,  but  in  many,  ! some  distinction  sets  these  aside  “»‘i  • .,i',d  per- 

Jilmost  without  any  assignable  limit.s,  if  we  are  and  so  l'>'v.l''‘^k>»k'  tke  matte  t^  . _^a 
disiKised  to  bestow  the  labor  necessary  to  obtain  nicious  extent,  so  that  the  autho  ) ^ 

, |„.  n conclusions  may  remain  untouched.  A v ei  j j le 

'Mil  thou  of  commodities,  of  their  tiire,  surely,  of  the  Kicardiiiii  muilo  o *’*'1  > - 

exchmigealS  indue,  and  of  the  laws  wiiieh  regu-  He  tin  n says,  “ Thi.s 
late  their  relative  in’ices,  we  mean  always  such  with  ^reat  subtlety  into  ‘ 

rmmuodities  eidy  a.<  ean  be  increased  in  .iuantity  seieiiees  in  which  an  j t’  all 

bv  the  exertion  of  human  industry,  and  on  the  hmrs  and  reduces 

l.Vuductiou  of  whicii  coiupctitimi  t.perates  without  others,  even  though  the)  v-i^tv  and 

better.  Hut  even  passing  o\er  that  auu 

t;o  Xiov,  we  object,  hi  limine,  to  this  method  jdeasure  I liave  spoken  ot,  it  is  sti  t le 
of  coiulneting  the  impui-y.  To  tear  and  dissever  Ld  constant  error  ot  the  “ 
a >mall  purtiou  of  the  pheiiomeua  from  the  entire  moved  and  iiiduenced  'O  ^thi  c * 

bodv.  is  to  violate  the  very  tii>t  principles  of  pdive  eases;  whereas  it 
Inductive  Science.  Designedly  and  systematically  tirely  impartial  to  each,  ua}  e^u  , 
to  exclude  all  pheiiomeua  from  the  investigation,  of  a true  axiom,  the  negative  ins  am  e 

Udeh  do  nut  slpiarc  with  some  theory,  mid  to  lay  forcMe  ofthe  tn-or  bo  ^ 

dow  n it  law  w hich  i.s  applicable  to  them  oidv,  mid  that  ta.shion  of  taking  few  thin  .s  < c 

irdirei  t opposition  to  tl.e  laws  which  riTulate  j deciding  with  reference  to  a tew  tilings  oul),  has 

other  plieiiometia,  is  at  varimice  with  all  modern  been  die  ruin  ot  everything. 

<eim,ee.  If  Ricardo  had  wished  to  consider  only  64.  In  this  place  we  re  and  S 

a ,,mtieiilar  da.-s  of  phenomena,  the  true  way  the  instances  we  have  S’  ; 

would  have  been  to  take  the  general  law,  am  these  wo  r^T  (Prices 

shew  the  partieular  cireumstmiees  lliiit  inodilied  only  state  the  conclusions.  M <- ’ ’ 

it  in  that  ‘class  of  cases.  Rut  Ricardo  has  done  1 by  the  iust.auce  of  two  . n- 

exaetiv  wlnit  an  Astronomer  would  do  i!  he  were  | modilies  may  be  piodmed  unde  I 

svsteinatieallv  to  exclude  from  investigation  all  circunistmiees  in  all  respects  o ,^^ 

phenomena  but  those  which  agreed  witli  the  Pto-  duetimi,  mid  ditter  only  iii  V"" 

lemaie.  se>tem,  mid  propounded  a set  of  laws  wiiieh  will  be  extremely  difterc-y . J”  Bv 

oidv  n/./aircnt/i/ explained  these  phenomena,  and  instance  ot  single 

wei-e  flireetlv  oi-imsed  to  the  laws  of  all  other  all  the  laws  ot  Inductive  hcieiite,  this  single 

celestial  pheiiomeua.  He  has  spec  ifically  cxelmlod  instance  is  fatal  p the  Ricmy  M 

from  eondderatioii  all  but  a certain  ctes  of  phe-  ' 65.  But  besides  this  we  hac  e shew  ii  bj  i^^serles 

noineiKi,  and  for  tlie  exiilaiuUioii  of  these  he  iiro-  of  examples,  partly  drawn  from  actua 
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tion,  nnd  partly  fi-oin  feigned  cases,  that  no  cliange 
in  cost  of  |u*odiiction  can  produce  any  change  in 
value  iinle!;s  accompanied  by  a change  in  the  state 
of  stiiiply  and  demand.  AVe  have  also  shewn  that 
a change  in  the  state  of  supply  and  demand  pro- 
duces a change  in  value  without  any  change  in 
the  cost  of  production,  which  decisively  jiroves 
that  cost  of  production  is  kot  the  regulator  of 
value, 

66.  Moreover,  the  object  of  science  being  to 
discover  the  laws  which  ]u*oduce  effects,  if  we  dis- 
cover tilt*  true  hnv,  then  we  know  how  to  i>rodiicc 
any  rerjuired  effect.  And  here  Bacon's  tliird 
A]diorism  applies: — “Science  and  human  poAver 
agree  in  this,  that  ignorance  of  the  cause  prevents 
any  required  effect  being  produced.  For  nature 
is  not  to  be  governed  except  by  obeying  her ; and 
that  which  in  Theory  is  the  ca«.s*c,  in  Practice  is 
the  nile''  Now,  from  this  Aphorism  it  folknvs, 
that  if  tlie  law  that  cost  of  production  regulati's 
value  is  theoretically  true,  if  Ave  wish  practically 
to  iiitiueiice  value,  Ave  must  act  upon  the  cost  of 
liroduction.  That  is  to  say,  if  ^^e  choose  to  in- 
crease the  cost  of  i>roductioii,  Ave  can  thereby 
increase  the  value,  a cousefiuenee  Avhich  e\x*rv 
sensible  man  knoAA-s  to  be  utterly  absurd.  And 
this  is  the  A'ery]>ractical  error  upon  Avhich  a large 
proportion  of  those  unhappy  proceedings,  named 
strikes,  have  been  founded.  It  is  perfectly  cer- 
tain that  many  of  tliein  have  been  brought  about 
by  the  persuasiou  of  the  Avorkmen,  that  if  tlieir 
masters  paid  them  higher  AA  ages,  they  could  com- 
pel the  public  to  pay  higluT  prices.  A most 
miserable  delusion,  Avhich  has  brought  thousands 
ami  tlh>usaiids  of  lioiiest  and  hardAvorkiug,  but 
deluded,  men  and  their  tiiniilies  to  ruin.  Yet  it 
Ls  the  logical  conseipience  of  such  doctrines  ot 
Political  Kcoiioiny.  But  Ave  knoAV  iierfectly  aa'cII 
that  if  Ave  act  upon  the  relation  of  supply  and 
demand  any  effect  in  value  may  bo  produced, 
AAiiich  proves  that  tlie  latter  is  the  true  rule. 

67.  We  ha\*e  also  shcAvn  that,  taking  the  two 
quantities  Cost  of  Production  and  Value,  as 
appiu’eutly  regulating  each  other,  it  is  just  as  often 
Arabic  that  apparently  regulates  cost  of  produc- 
tion, as  the  reverse,  because  when  the  price  of  a 
inaiiufaetured  article  rises,  Avages  often  rise  too, 
Avhen  the  price  falls  AA  ages  fall  too.  Hence,  even 
adopting  the  Kicardiaii  phrjLseology,  it  is  just  ns 
often  value  that  regulates  cost  of  production  as  the 
reverse. 


cause  a change  in  value,  unless  it  is  accompanied 
by  a change  iu  the  relation  ofsn])ply  and  demand. 

A diminution  in  the  co^t  of  ]iroduetion, 
Avhen  effected  without  an  increase  of  the  quantity 
produced,  goes  entirely  to  the  benetit  of  the 
producer. 

3.  A dimiiuitioii  in  the  cost  of  production,  in 
cases  Avhere  the  quantity  of  the  jiroducc  can  be 
increased  Avitliout  limit,  goes  eiituely  to  the  be- 
nefit of  the  consumer. 

4.  A diminution  iu  the  cost  of  production  in 
cases  Avhere  the  quantity  can  be  increaseii  but 
not  Avithoiit  limit,  goes  ]iartly  to  the  benefit  of 
tlie  producer,  and  partly  to  the  benetit  of  the  con- 
sumer, and  tills  beiielit  is  divided  bctAveen  tlie 
two,  iu  the  inverse  jiroportion  of  the  extra  quan- 
tity added,  compared  to  the  previously  existing 
consumption. 

71.  It  is  sometimes,  however,  considered 
pedantic  to  attempt  to  attain  modes  of  exiiressioii 
of  scientific  accuracy  iu  Political  Economy. 
But,  if  such  vicAvs  had  prevailed  iu  Physical 
Science,  Avhero  AA  ould  it  have  been  at  the  pn*>eut 
day  ? That  the  Ricardian  Iuav  is  apparently  true 
in  the  majority  of  cases,  is  undoubtedly  true. 
But  this  is  just  one  of  the  tests  of  a scientific  mode 
of  treatment.  It  is  exactly  i»araliel  to  the  case  of 
the  first  laAV  of  motion,  and  those  Avho  adhere  to 
the  modern  opinion  on  the  subject,  iu  preference 
to  the  old  one,  are  bound  in  cmisisteucy  to  adopt 
the  law  of  supply  and  demand,  iu  all  cases, 
rather  than  that  of  cost  of  production.  It  is  ex- 
actly in  deciding  upon  the  ri\'al  iireteiisious  ofthese 
two  ]»roposcd  hiAvs,  that  the  function  of  Inductive 
Logic  consists.  It  is  perfectly  indisputuble  iu 
Experimental  Science,  tliat  if  two  laws  AA'ere  jiro- 
posed  to  explain  any  giA'eii  class  ot  jihcuomeim. 
one  of  Avhich  explained  all  the  phenomena  of 
ever)’  description  Avithout  exception,  and  the  other 
explained  only,  aiipareully  at  least,  that  single 
class,  and  aa^s  directly  opjiosed  to  the  general  Uiav, 
in  such  a case  the  Iuav  Avhich  only  explained  one 
class  of  cases,  aathiUI  be  unhesitatingly  rejected. 
So  Ave  may  consider  this  as  a true  laAv  in  Political 
Economy.^  That,  if  two  or  more  forms  nf  ex- 
pression will  explain  or  account  for  any  class  of 
phenomena  regarding  price,  or  the  change  of  price, 
that  form  of  expression  only  is  to  he  held  as  the 
true  07ie,  tchich  explains  ai.i.  the  phenomena  in  the 
science,  and  not  that  single  class  of  cases  only. 
And  this  hnv  sIicavs  that  the  Ricardian  Axiom  is 


6S,  But  the  re^al  fact  is,  that  price,  or  value, 
and  cost  of  production  are  Avholly  independent 
of  each  other,  ami  each  of  them  depends  entirely 
upon  the  Iuav  of  supply  and  demand.  The  diffe- 
rence betAveen  these  tAvo  quantities  is  the  Profit, 
and  Avlieu  these  tAA'o  quantities  cross  each  other, 
it  is  over-pi'oduction. 

69.  A\  e haA’e  also  shewn,  that  in  many  cases, 
probably  even  iu  most,  a diminution  in  the  cost 
of  i>roductioii  is  folloAved  by  a diminution  iu 
price ; but,  in  such  cases,  the  diminished  cost  of 
production  is  invariably  accompanied  by  an 
increase  of  quantity,  and  that  no  diminished 
cost  of  production  Avithout  an  increase  of  quantity, 
Avould  produce  such  an  efiect.  Hence,  the 
increase  of  the  quantity  is  the  real  cause  of  the 
cliange  of  value. 

70.  A consideration  of  the  examples  adduced 
leads  us  to  the  foIloAving  conclusions  : — 

1.  No  change  iu  the  cost  of  production  will 


to  be  rejected  as  an  expression  of  scientific  truth. 
And  if  it  is  retained  at  all.  it  must  be  clearly  un- 
derstood that  it  is  a mere  iiopulai-  form  of  expres- 
sion, as  we  speak  of  the  sun  setting  iu  iiopular 
language,  kiiuAving  at  the  time  that  it  is  not  true 
scientifically.  Or  perhaits  it  AVould  be  better  to 
modify  it  iu  some  such  Avay  as  this, — If  the  cost 
of  production  of  an  article  is  increased  or  dimi- 
nished, a corresponding  change  in  Us  value  gene- 
rally folloivs. 

72.  The  only  way  to  construct  a true  scientific 
Axiom  regarding  price,  or  A'alue,  is  to  consider  nil 
the  causes  that  can  affect  it.  There  are  a certain 
set  of  cause.<  which  tend  elevate  it,  and  a cer- 
tain set  Avhicli  tend  to  depress  it.  Price,  then, 
Avill  vary,  directly  as  the  causes  AAduch  tend  to 
elevate  it,  and  inversidy  as  those  Avhieh  tend  to  de- 
press it.  Ami  the  reason  Avhy  the  laAv  of  supply 
and  demand  is  the  tnie  oue,  is,  that  it  can  be  '^heAvu 
thitt  it  includes  all  these  eau.-^es. 
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73.  AVe  have  ob>ervt  d in  the  extracts  j'iven 
fnmi  Mr.  Mill,  that  he  considers  as  one  reasctn  of 
adojitingthe  « prhiri  nietlmdof  reasoning  in  Poli- 
tical Economy,  the  dithculty  of  obtaining  experi- 
crucia.  AVe  think  that  he  has  greatly 
overestimated  this  ditticulty,  because  it  is  quite  as 
easy  to  devise  feigiU’<l  cases  to  answer  the  purpose, 
as  experiments.  lUit  we  Iiave  no  need  even  of 
this;  matters  of  ]>ure  observation  Mill  furnish  us 
Avith  decisive  in>tances  of  crucial  eases.  The 
example  of  strata  of  ditferent  qualities  of  coal  in 
the  same  mine,  M'here  the  ditferent  products  ob- 
tained under  ]>recisely  the  same  circumstances  of 
cost  of  production,  bear  different  values  on  ac- 
count of  their  (litferent  fjualities,  is  a very  strong 
and  decisive  crucial  case.  Ihit  Kicardo  himselt 
has  furnished  us  M'ith  one  Avhich  is  absolutely 
decisive  of  the  mrrits  of  his  system.  In  speaking 
of  the  relative  value  of  gold  and  silver,  he  main- 
tains, a.s  lie  Avas  in  consistency  bound  to  do,  that 
their  relati\^e  A^alue  depends  solely  uimui  the 
labor  necessary  to  lu'oduce  them.  lie  says,  {Prin- 
ciples o f Political  Economy^  lS'c.,  3/y/  Kdit^  />.  42 1 ) : 
“■(it lid* and  silver,  like  all  other  commodities,  are 
valuable  only  in  proportion  to  the  quantity  of 
labor  necessary  to  produce  them,  and  bring  them 
to  market.  Gold  is  about  tifteeii  times  dearer 
than  silver,  not  because  there  is  a greater  demand 
for  it,  nor  became  the  supply  of  silver  is  fifteen 
times  greater  than  that  of  gobl^  hut  solely  because 
fifteen  times  the  quantity  of  labor  is  necessary  to 
procu7'€  a gicen  quantity  of  it.''  Noav,  it  is  nf)t 
possible  to  haA'e  a more  com]dete  example  of  a 
crucial  instance  than  this  very  case  selected  by 
Kieardo  himself.  Because  it  is  entirely  at  vari- 
ance Avith  knoAvn  facts.  Such  an  a.ssertion,  as  that 
it  is  tifteen  times  more  expensive  to  obtain  gold 
than  silver,  is  absolutely  inconsi>tent  Avith  aa'cII 
ascertained  knoAvledgeon  the  subject.  31oreover, 
it  is  M'ell  aseertained  that  the  -supply  of  sih'er 
(before  the  discoveries  in  California  and  Aus- 
tralia) Avas  not  fifteen  times,  but  forty  times  as 
great  as  that  of  gold.  The  reason  Avhy  silver, 
Avhich  was  forty  times  as  abundant  as  gold,  Avas 
only  fifteen  times  less  valuable,  avc  have  sIicmti  to 
be  exactly  the  same  as  makes  small  farms  more 
valuable,  comparati\'ely  speaking,  than  large  ones, 
and  small  houses  than  large  ones.  Thus,  the 
Ricardian  theory  is  directly  at  A’ariaiice  Mith 
indisputahle  facts,  and  this  case  is  suliicient  to 
shcAV  the  fallacy  of  his  system. 

73.  Aloreovor,  the  Ricardian  law  is  a direct 
contriwentioiud  the  Late  of  Ctmtinnity.  He  .says, 
p.  4()0 : — ‘Mt  is  the  cost  of  production  Avhich 
must  ultimately  regulate  the  price  of  commo- 
dities, and  not  as  has  been  often  said,  the  pro]x>r- 
tion  hetAVt'cn  the  siip])lA'  and  demand.  The  pro- 
portion between  su])ply  and  demand  may  indeed 
ibr  a lime  afiect  the  market  value  of  a commodity, 
until  it  is  sujiplied  in  gi'eater  or  less  abundance, 
according  as  tlie  demand  may  Iiave  increased  or 
diminished ; but  this  efiect  M ill  be  only  of  tera- 
jiorary  duration.”  That  is  to  say,  Ricardo  main- 
tains that  (piantity  in  changing  its  price  depends 
at  one  point  on  one  hiAv,  and  at  another  point,  on 
a totally  difi'erent  laAv.  A fiagraiit  breach  of  the 
Inc  of  continuity.  He  then  says: — ‘‘The  opinion 
that  'tile  price  of  commodities  depends  solely  on 
the  proportion  of  supply  to  demand,  or  demand 
to  supply,  has  become  almost  an  Axiom  in  Toli- 
tioal  Economy,  and  has  been  the  source  of  much 


error  in  timt  science.”  He  then  criticises  the 
doctrines  of  L<>rd  Lauderdale,  Avhich  are  beyond 
all  dtmbt  tlie  true  ones.  He  says : — “Commodities 
Avhich  are  monopolized  either  by  an  individual, 
or  by  a (onipauy,  vary  according  to  the  laM^ 
Avhich  L(«*d  Lauderdale  has  laid  doM'u  ; tliey  tall 
in  i)ro]KU*tion  as  the  sellers  augment  the  (piantity, 
and  rise  in  proportion  to  the  eagerness  ot  the 
buyers  to  purchase  them ; their  ]irice  has  no 
necessary  connexion  Avith  their  natural  a alue ; 
but  the  prices  of  ettmmodities,  Avhich  are  subject 
to  competiUon,  and  Mhose  (piantity  niav  be  in- 
creased in  any  moderate  degree,  an'III  ultimately 
depend — >ot  on  the  state  of  demand  and  supply, 
but  on  the  increased  or  diminished  cost  of  their 
production.”  Thus,  Ave  see  that  Ricardo  again 
declares  that,  at  every  other  point  but  one,  in 
the  range  *»f  jtrices,  the  laAA'of  demand  and  sujiidy 
holds  good,  but  that  at  one  point  it  is  not  de- 
mand and  supply,  but  cost  of  production.  AA'hich 
is  the  identical  error  Avhich  Dr.  AVlu*Avell  quotes 
as  IniA'ing  been  committed  by  the  Aristotelians. 

74.  Eipially  objectionable  are  the  views  of  ^Ir. 
Mill,  Avho  in  many  respects  is  a discijtle  ot  Ricardo. 
He  saA'S,  {Principles  of  Political  Economy,  A'C., 
VoL  L,  p.  55fi.)  “ It  is,  therefore,  strictly  correct 

to  say  that  the  value  of  things  Avliieh  can  be  in- 
creased in  quantity  at  pleasure,  does  not  depend 
(except  a.  cidentaily  and  during  the  time  neces- 
sary for  production  to  adjust  itself,)  upon  demand 
and  snp]dv;  on  the  contrary,  demand  and  supply 
depend  on  it.”  Also  he  says,  “ To  reeapitiilate ; 
demand  and  supply  govern  the  value  of  all  things 
Avhich  cannot  be  indefinitely  increased;  except 
I that  CA’en  for  them,  when  jiroduced  hv  industry, 
there  is  a minimum  A'aliie  determined  by  the  cost 
of  ])roduciion.  But  in  all  things  Avhich  admit  of 
indefinite  multiplication,  demand  and  supply  only 
determine  perturbations  of  Aulue  during  a ]>eriod 
Avhich  cannot  exceed  the  length  ot  time  necessary 
for  altering  the  supply.”  So  also,  Vol.  II.,  p.  10, 
“ Money  is  a commodity,  and  its  value  is  deter- 
mined Hkf  that  of  other  commodities,  temporarily 
by  demand  and  supi>ly,  permanentlv,  and  on  the 
aA  crage,  by  cost  of  production.”  It  is  quite  clear 
that  these  doctrines  iiiAolve  exactly  the  same 
breach  of  the  laAV  of  continuity  as  tlie  extrai^ts  Ave 
haA'e  giA’eu  fnuu  Ricardo.  Alill  himself 

had  Avam  ng  t(j  reconsider  this  Iuav  of  cost  ot  ]»ro- 
duction,  hecau.se  in  speaking  of  the  value  of  certain 
products,  he  says,  Vol.  II.,  p.  107,  “ Since  cost 
of  production  here  fails  us,  avc  must  reA*ci*t  to  a laAv 
of  A'alue  ANTERIOR  to  cost  ot  production,  and  more 
Fi’NDAMESTAL,  the  law  of  supjfy  and  demand. 
Here  is  the  A'eiy'  principle  admitted  that  aa'c  have 
been  contending  for,  that  the  laM*  of  supply  and 
demand  U the  great  fundamental  laAV  which  un- 
derlies all  cases  of  value.  AVlien  Air.  Mill  admits 
that  tlie  law  of  cost  of  production  fails  in  the 
instances  he  alludes  to,  lie  should  have  seen  that 
it  fails  in  all  cases.  The  causes  or  elements  M hich 
infiuence  A^alue  must  be  the  same  in  all  cases, 
though  tlie  potency  of  eacli  element  may  Aai*}’, 
By  the  law  of  continuity,  the  true  priiiciviles  Avhich 
goA'ern  value  in  the  case  of  one  commodity,  must 
' gOA’crn  the  value  of  all  commodities,  and  the 
causes  M'hich  influence  it  at  one  point  of  A'alue 
must  be  the  same  Avhich  iiiflueuce  it  at  all  points. 
Noav,  if  Air.  Ricardo  and  Air.  Alill  had  laid  doAvn 
that,  in  a particular  class  of  cases,  certain  cir- 
cumstanci-'s  act  upon  the  relation  of  supply  and 
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demand  so  as  to  produce  certain  cflfects  on  value, 
they  would  have  been  perfectly  right,  there 
Avould  have  been  no  breach  of  the  laAv  of  conti- 
nuity. They  Avould  have  shCAvn  that  in  that  class 
of  eases  the  general  laAV  Avas  imxlifiod  in  a parti- 
cular Avay ; hut  Avhat  they  ha\'e  done  is  this,  in 
this  class  of  cases  they  have  extruded  the  general 
laAV  altogether;  they  maintain  that  it  does  not 
apply  at  all,  hut  that  a different  laAV  altogether 
governs  these  cases.  But  against  this  all  modern 
science  rebels;  it  is  a complete  rupture  of  the 
laM'  of  continuity,  not  only  in  Political  Economy 
itself,  but  it  is  a Vireach  of  continuity  betAveen 
Political  Economy  and  all  the  Physical  Sciences, 
because  such  a mode  of  argument  aa'ouUI  not  be 
permitted  in  any  one  of  them. 

75.  XoAA%  the  real  facts  are  tliese.  Profit  is 
the  object  of  all  production.  If  jiroduction  can 
be  indefinitely  increased, and  extraordinary  profits 
are  to  be  made,  an  increase  of  production  takes 
place,  and  l>y  increasing  the  supply  faster  than  tlie 
demand,  loAAcrs  the  A'alue;  if  production  is  already 
so  great  that  tlie  value  is  beloAv  the  cost  of  pro- 
duction, production  ceases, tlie  sujqdy  is  diminished 
until  the  A'alue  is  raised,  by  and  through  the  limi- 
tation of  supjily,  to  excecii  the  cost  of  jirodiictioii, 
and  ufibrd  usual  profits.  But  all  these  changes 
take  place  by  acting  upon  supply  and  demand,  and 
only  by  that  means.  So  that  it  appears  that  in 
sucli  cases,  traders  adjust  tlie  supply  to  the  demand, 
.so  as  to  afibrd  usual  jirofits.  Thus  the  authority 
of  the  universal  ami  fundamental  laAV  is  fully 
preserved,  the  Iuav  of  continuity  is  maintained, 
and  the  jihenomeiia  of  that  class  of  cases  are  truly 
accounted  for,  and  shoAvn  only  to  be  particular 
cases  of  the  general  Iuaa',  and  Ave  have  the  Avhole 
subject  summed  up  in  tlicse  two  laws: — 

1.  TuE  relation  BETM’EEN  supply  and  de- 
mand IS  UNIVERSALLY  THE  ONLY  REGULATOR  OF 

Value. 

2.  In  such  cases  as  production  cayi  he  increased 
icithout  limit,  people  learn  to  adjust  the  supply  to 
the  demand,  so  that  the  value  of  the  article  tcill 
nearly  agree  with  its  cost  of  production. 

76.  But  the  iniscliieA'ous  consequences  of  the 
Ricardian  d«x*triiie  of  value,  are  far  more  M'idelv 
extended  than  the  mere  formation  of  an  erroneous 
Axiom.  For  the  conception  that  labour  is  the 
foundation  of  all  value  has  been  the  ruin  and  de- 
struction of  Avhat  Ave  call  the  second  school  of 
Political  Economy,  (Preliminary  Discourse). 
In  the  first  place,  it  has  narroAvod  tlie  field  of 
Political  Economy  to  the  smallest  class  of  objects 
it  treats  alwiit.  For  the  quantities  of  M'hich  labor 
is  api»arently  the  cause  of  A'alue,  is  by  far  the 
synallest  class  of  Economic  entities.  It  is  this 
preconceived  idea  that  labor  must  be  tlie  cause  of 
value,  and  the  necessity  of  squaring  the  M'hole 
theory  of  value  Avith  this  conception,  that  has  led 
Mr.  AIcCulloch  to  class  the  groAvth  of  a tree,  or 
the  fermentation  of  Avine  or  beer  in  a cellar,  as 
labor!  and  Avhich  has  caused  some  of  tlie  errors 
upon  AvIiich  his  Theory  of  Absenteeism  rests.  The 
i(lca  that  labor  is  the  cause  of  A'alue  is  utterly  in- 
applicalde  to  far  the  largest  proportion  of  objects. 
What  has  labour  to  do  Avith  the  value  of  an  in- 
strument of  credit  ? If  a man  picks  up  a diamond, 
M'hat  lias  labor  to  do  M'itli  its  \alue  ? AA'hat  has 
labor  to  do  Avith  the  A alueof  deferred  payments  of 
all  sorts?  or  with  the  value  of  land  in  toAvns?  If 
labor  is  the  foundation  of  value,  Iioav  is  it  that  a 
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vast  deal  of  labor  may  l>e  bestoAved  upon  a thing 
and  it  shall  ha\-e  no  value  ? If  labour  is  the  fimii- 
dation  of  A'alue,  the  rubbish  in  Avhich  a diamond 
is  imbedded  ought  to  have  the  same  value  as  the 
diamond  itself ; or  if  a man,  after  a considerable 
amount  of  labour,  Avere  to  find  a number  of  dia- 
monds of  A ery  difi’erent  qualities  together,  they 
ought  to  be  of  the  same  A’alue.  Coiisetpienccs 
Avldch  are  notoriously  erroneous.  This,  then,  clearly 
proA'es  tliat  labor  is  not  the  cause,  or  the  source  of 
A'alue,  though  in  the  majoritv  of  cases  it  is  inti- 
mately associated  M'ith  it.  And  tliese  examifles 
are  atiduced  for  the  jinriiose  of  putting  “Nature 
to  the  torture,”  and  “trying  Axioms  as  if  by  fire,” 
and  they  are  as  certain  and  conclusi\'e  as  any 
exjieriments  AvIiateAcr  in  experimental  science. 
And  it  is  by  the  judicious  use  of  those  feigned 
cases,  and  by  subjecting  them  to  the  same  rigorous 
tests  as  is  usually  done  in  Experimental  Science, 
that  Experiential  Pliilosophy  is  to  be  raised  to 
the  rank  of  the  exact  sciences.  Noaa*,  Avhen  m o 
form  this  true  conception,  that  the  root  and  origin 
of  A'alue  is  human  desire,  and  that  AvhateA'cr  satis- 
fies a human  Maiit,  and  for  Avliich  men  Avill  give 
anything  in  exchange,  is  an  imlepcudent  entity. 
When  M'c  iindcrstaml  that  any  Object,  Avhatevcr 
its  nature  be,  material  or  immat(*rial,  enduring  or 
eA'auesccnt,  which  men  Avill  give  something  to 
obtain,  is  an  independent  quantity,  and  that  the 
values  of  all  entities  depeml  jiurely  on  the  inten- 
sity of  the  desire  for  them,  and  on  the  limitation 
of  'their  (piantity,  no  matter  from  Avhat  cause  that 
limitation  may  proceed.  And  that  all  changes  in 
value  proceed,  and  iiroceed  only,  from  a change 
ill  one  of  these  quantities,  eitlier  the  intensity  of 
the  desire,  or  the  limitation  of  the  quantity.  When 
Ave  understand  that  a diamond  is  not  valuable 
because  a man  picks  it  up,  but  a man  picks  it  up 
because  it  is  valuable;  that,  in  truth,  it  is  not 
labor  that  confers  value,  but  value  that  attracts 
labor,  M e at  once  obtain  a definiteness  of  conce])- 
tion  of  the  objects  Ave  arc  treating  about,  and  of 
the  end  in  A*icAA%  which  fits  the  subject  to  be  raised 
to  the  rank  of  an  exact  science. 

77.  Nom',  the  question  invoh'od  in  the  accep- 
tance or  rejection  of  the  Ricardian  system  of 
Political  Economy  is  no  slight  one  ; because  it  is, 
iu  fact,  the  rejection  or  the  acceptance  of  all 

j ]SIodern  Science.  Ricardo  and  Modern  Science 
! cannot  stand  togetlier.  If  Me  are  to  receive 
! Ricardo,  Bacon  has  MTitten  in  A'aiii,  the  stany 
i Galileo  Avith  his  Avoes,  is  a lesson  lost  to  mankind, 
and  that  continuity  of  the  sciences  Avhich  Bacon 
Avas  the  first  to  inculcate,  and  so  many  eminent 
men  have  adopted  and  sanctioned  since,  is  utterly 
broken.  The  Ricardian  Political  Economy  is  a 
battle-field  upon  Avhich  Ave  are  to  decide  Avhether 
AVC  are  to  go  back  to  the  jihysics  ot  the  school- 
men, or  to  adopt  those  of  Galileo.  And  Avhen 
the  real  nature  of  the  question  is  stated  in  tlie 
form  of  this  decisiA'e  issue,  there  can  be  little  doubt 
Avhat  the  ausAver  Avill  be. 

78.  These  observations  haA*e  already  proceeded 
to  such  a length  tiiat  Ave  have  only  space*  to  con- 
sider one  more  leading  instance  ot  the  transgres- 
sion of  the  Baconian  Ium's  in  the  modem  doi-trincs 
of  Political  Economy.  In  respect  to  the  forma- 
tion of  Axioms,  there  is  nothing  more  rcmarkahlc 
than  the  earnestness  Avith  Avhich  Bacon  Avanis  us 
against  flying  at  the  highest  and  most  general 
ones  first.'  In  faet,  it  is  iu  the  very  formation  of 
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the  hifjhest  Axioms,  or  first  principles,  that  he 
places  the  strong  coiitnist  of  his  method  of  iin[uiry 
to  the  prevailin;^  one.  He  says,  A or.  Orf/.  Lib.  /., 
Aph.  19,  There  arc,  and  there  can  be,  only  two 
ways  of  investijratinjr  and  discovering:  truth.  The 
one  flics  from  tlie  senses  and  particulars  to  the  | 
most  general  Axioms,  and  from  these  ]u*inciples,  ' 
whose  settled  trutli  it  assumes,  itjimceeds  to  Judge 
and  discover  the  middle  Axioms.  And  this  is  the 
mode  now  in  use.  I'he  other,  from  senses  and 
jiartienlars,  forms  princijiles,  ascending  gradually 
and  cotitinuonsly,  so  that  it  arrives  at  the  most  ' 
general  Axioms  last  of  all.  And  this  is  the  true  1 
way,  Imt  not  yet  tried.”  So  24,  Axioms  ; 
established  by  argument  can  never  be  of  any  avail  | 
for  the  discovery  of  new  WiU*ks,  because  tlie  sub-  | 
tlety  of  nature'  is  many  times  greater  than  tlie  | 
subtlety  of  argument.  lUit  Axioms,  duly  and  I 
properly  formed  from  ]>articulars,  easily  discover  I 
the  way  U*  new  particulars,  and  so  render  the  | 
sciences  active.”  So  Aph.  69,  “ That  7tiethod  ; 
of  discovery  and  proof,  by  which  the  mo.9t  yem- 
ral  jmnciples  are  first  seiiltd,  then  the  middle  \ 
Axioms  are  tried  and  j^^oved  by  them,  is  the  \ 
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SCIENCE.”  So  Aphs.  103,  104,  “ For  our  n»ad  ; 
does  not  lie  in  a i4ain,  but  ascends  and  descends.  | 
But  yet  the  mind  is  not  to  be  allowed  to  jump  and  ; 
to  fly  from  particulars  to  the  renntte  Axioms,  and  , 
to  those  of  almost  the  highest  generality,  (such  as  ' 
are  called  the  first  principles  of  arts  and  things),  1 
and  prove  and  frame  the  middle  Axioms  by  them 
as  truths  that  cannot  be  shaken,  which  has  been 
the  practice  hitherto.  ♦ * But  then,  at  length 
there  will  be  some  good  hojie  for  the  sciences, 
when  we  ascend  from  particulars  to  lesser  Axhmis, 
by  a true  scale,  and  by  continuous  steps,  not  in- 
terrupted or  broken,  and  then  to  the  middle 
Axioms,  one  above  the  other,  and  last  of  all,  to 
the  most  general.”  So  Aph.  125,  “For  the 
ancients  themselves  exhibit  their  form  of  investi- 
gation and  discovery,  and  their  writings  shew  it 
on  their  very  laces.  And  that  form  was  this : 
From  a few  examples  and  particulars  (with  the 
addition  of  comimm  notions ; and,  perhaps  some 
portion  of  the  received  opinions  which  jileased 
them  most),  tlicy  flew  to  the  most  general  con- 
clusions on  the  j>rindples  of  the  sciences,  and, 
taking  the  truth  of  these  as  fixed  and  immovable, 
they  ]^roceeded,  by  moans  of  the  middle  Axioms, 
to  bring  out  ami  jirove  the  kiwer  jiriucijilcs — from 
which  they  framed  the  art.  After  that,  if  any 
new  particulars  and  instances  were  brought  for- 
ward and  adduced,  which  were  at  variance  with 
their  dogmas,  they  cnnningly  brought  them  to 
agree  with  them  by  distinctions  or  modifleations 
of  their  rules,  or  else  coarsely  got  rid  of  them  as 
exceptions;  while  to  such  particulars  as  were  not 
opposed  to  them,  they  laboured  pertinaciously  to 
assign  causes  in  conformity  to  their  principles. 
But  this  was  not  the  descrijition  of  nature,  or  the 
experience,  which  was  re(|uired — far  fi*om  it, 
imleeil : and  that  flying  ojf  to  the  mast  general 
principles  was  the  ruin  of  all** 

79.  Every  one  who  knows  anvthiug  of  the 
history  of  science,  will  readily  call  to  mind  the 
nuKle  of  argument  which  these  sciitenees  are  le- 
velled at.  AVe  can  only  refer  to  one  as  an  amus- 
ing example,  quoted  by  Sir  John  Ilerschcl,  from 
Galile(»,  of  the  mode  of  reasoning  of  the  Aristo- 
telian.«.  Tlie  heavenly  bodies,  they  said,  must 
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move  in  perfoct  curves,  but  circles  arc  the  onlv 
perfect  curve.'-,  therefore  the  heavenly  bodies  must 
move  in  circles.  And  this  was  a spe(‘imen  ot 
their  beginning  at  the  highest  generalities  and  so 
reasoning  downwards.  AVhereas  the  path  the 
heavenly  bodies  did  move  in  was  discovered  by 
laborion.^i  induction  and  not  by  d priori  reasoning. 
Now,  a very  < lose  jiarallel  to  tliis  nn>de  td  reasoning 
is  adopted  by  an  influential  class  of  thinkers  iii 
Political  Economy  at  the  juTsent  day.  A\  hat 
(inaiitity  of  }-aper"  currency  may  be  safely  issued, 
and  the  nuKhs  of  ascertaining  what  are  the  pro- 
l>cr  tests  for  deciding  whether  it  is  over-abund- 
ant or  not,  are  of  the  very  first  importance  lU 
Political  Economy;  they  are,  in  tact,  some  i>f  Us 
higliest  goner  ilities.  Now,  the  writers  alluded  to 
fiv  at  once  io  this  highest  generality,  and  lay  it 
down  a.s  a dogma,  “ That  when  bank  notes  are 
permitted  to  he  issued  they  ou^lit  to  he  exaetlff 
in  amount  to  fhe  hulUon  they  displaced  Now  tins 
axiom  itself,  w hieh  is  one  of  those  highest  generali- 
ties which  Bacon  alludes  to,  is  imt  arrived  at  by  any 
pnx'ess  of  induction,  but  is  a ]uece  ot  pure  dogma- 
tism. It  is  a mere  arbitraiw  assertion,  not  based 
upon  any  reasoning  whatever.  It  is  an  exact 
parallel  to  the  worst  sjiecimens  of  dogmatizing  m 
Natural  Philosojihy,  which  it  was  the  very  object 
of  Bacon’s  ]'lulosophy  to  overthrow'.  Now,  the 
true  way  of  <-btaiuing  the  highest  general  principle 
of  such  a ^ublcct,  is  to  proceed  by  a true  induction, 
to  discover  what  is  the  tnuction  of  a metallic 
cuiTcney,  and  what  influences  its  changes  (*t  ^ aliie, 
then  to  ascertain  what  relations  a ]mi>er  currency 
bears  to  a metallic  one,  and  how  it  is  to  be  ascer- 
tained when  a pa]ier  currency  liegins  to  be  depre- 
ciated; and  so  steji  by  step,  by  gradually  ju’oceeding 
from  one  ]>rinciple  to  another,  we  shall  at  length 
attain  the  highest  general  jiriuciples  ot  a jiaper 
currency.  And  when  w'e  proceed  by  this  method 
we  shall  find  that  the  dogma  wo  have  quoted 
above  is  a pure  baseless  fletioii,  having  no  more 
real  foundation  in  nature  than  the  Aristotelian 
notions  of  the  movements  (tf  the  heavenly  bodies. 
But  the  result  of  that  mode  of  arguing  i>  this 
The  person^  w'ho  hold  the  theoretical  opinion, 
wish  ]>ractically  to  make  legislation  square  with 
it,  and  thc^  are  verv  strong  supporters  ot  the 
; Bank  Act  of  1844,  on  the  supposition  that  that  Act 
' reallv  carries  that  theory  into  practice.  Now',  any 
I one  wiio  takes  the  trouble  to  read  tiic  article 
Banking,  in  this  Dictionary,  and  understands  the 
I mechanism  of  it,  will  see  that  the  idea  that  the 
I Bank  Act  ol  1844  does  actually  carry  this  theory* 
i into  eft'ect,  is  one  of  the  must  signal  delusions  that 
' ever  deceived  the  country. 

80.  AVe  must  now  reluctantly  bring  these  re- 
marks to  a (lose.  AA^e  have  only  selected  a few 
prominent  instances  of  the  imi)ortant  effects  of 
accurate  notions,  and  not  exhausted  them.  The 
considerations  we  have  suggested  would  require  a 
volume  for  their  ])ro]ter  development,  and  duly 
treated  would  touch  the  tonudations  ol  all  science. 
For  somewhat  fuller  details  we  must  refer  to  the 
Preliminary  Discourse,  and  to  each  separate 
leading  term  in  the  subject.  AA  e shall  have  done 
some  little  good,  if  we  call  attention  to  the  causes 
of  the  verj’  incomplete  state  ot  Political  Economy 
at  the  present  time,  and  shew'  that  this  is  not  due 
to  anything  in  the  nature  of  the  science  itself,  but 
' to  the  method  in  which  it  has  been  treated.  There 
is  but  one  possible  mode  of  succeeding — ^namely, 
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to  follow  the  brilliant  example  set  by  Physicists.  i 
Almost  all  erroneous  doctrine  springs  from  emt-  I 
neous  definition.  The  only  way  to  remove  these 
idola,  fallacies,  or  misconceptions,  is  to  form  true 
Definitions  and  Axioms  by  geimiue  Induction. 
The  most  eminent  ]>hysicists  thought  no  time  lost, 
which  was  nocessaiy  to  settle  tliese  elements,  but 
Economists  are  apt  to  despise  such  things,  and  the 
consequence  is,  instead  of  the  opinimis  ot  writers 
at  the  present  day  tending  to  uniformity,  they  are 
becoming  more  and  more  divergent  every  day. 
Theory  and  jtracticc  must  be  bnmght  into  har- 
inonv  witli  each  other.  But,  to  clabitrale  a just 
theory  from  the  fact.s  certain  (pialiflcations  are 
al 'solutely  indispensable : — 1 . A general  know- 
ledge of' the  mode  of  argument  in  Exyterimental 
Science,  and  a constant  vigilance  to  see  that  the 
arguments  in  Political  Economy  are  in  strict  con- 
formity to  the  standards  of  reasoning  in  Natural 
PhiIos((phy.  2.  A technical  knowledge  of  the  law 
of  instruments  of  credit,  and  some  other  things. 
3.  A technical  knowledge  of  the  mechanism  of 
commerce  and  agriculture.  AVithout  these  in- 
disjiensable  qualiflcatioiis,  it  is  a perilous  task  for 
any  man  to  venture  iqjon  the  troubled  waters  of 
Political  Fx’onomy. 

“ Nave  seuza  nocchiero  in  gran  tempestii.” 
AA'bcn  Galileo  began  to  study  Natural  Philosophy 
he  jmt  aside  mathematies,  never  dreaming  that 
there  could  be  any  connection  betw  een  the  two  ; 
a sentiment,  too,  that  aiijiears  in  Bacon.  Galileo 
very  soon  found  out  his  mistake.  Many  persons 
at  the  yireseiit  day  may  think  that  there  is  no  con- 
nection between  Political  Fxonomy  and  Natural 
Pliilosophy.  They  are  in  just  as  gi*eat  an  error 
as  Galileo  was.  Political  Economy  is  a science 
of  causes  ami  eft’ects  ])roduced  by  the  prt»perties  of 
men,  and  its  types  and  standards  of  reasoning  are 
to  be  found  in  the  science  which  treats  of  the 
causes  and  eftects  produced  by  the  pn)perties  of 
matter.  In  both  eiiually,  the  Inductive  Logic 
reigns  supreme.  Tlie  same  general  method  of 
investigation  is  common  to  each.  And  there  is  the 
same  liojie  and  enconragement  to  exyiect  future 
success,  that  the  Athenian  orat»u'  gave  to  his 
countrymen,  because  their  failure  arose — not  frtun 
the  nature  of  the  enterprise,  Imt  from  their  own 
errors.  So  it  is  with  l*olitical  Economy.  The 
unsatisfactor}’  state  in  which  it  is  at  ytresent  does 
not  arise  from  the  nature  of  the  thing  itself,  but 
from  its  method  of  treatment.  AVheu  Economists 
pay  the  same  attention,  as  Physicists  have  done, 
to  obtain  true  conceptions  and  axioms  from  realiD* 
itself  by  jjroper  methods,  and  not  by  arbitrary 
dogmalisin — Avhen  they  i>rocecd,  step  by  step, 
Definition  by  Definition,  Axiom  by  Axiom, 
princii)le  by  principle,  in  due  and  proper  order, 
and  maintain  a ]tropcr  unity  of  conception  and 
principle,  from  the  beginning  to  the  end,  it  Avill  be 
found  that  a vast  and  magnificent  edifice  ot 
demonstrative  truth  may  be  reared  up,  and 
Political  Economy  Avill  emerge  from  the  haze 


of  controversy,  a science  as  well  defined,  as  self- 
coherent,  as  complete,  and  as  harmonious  as  any 
ill  existence. 

AYRES,  HENRY, -I  editor  of  the  Bankers* 
Circular  and  Financial  Gazette. 

Financial  Register  of  British  and  Foreigyi 
Funds,  Banks,  i^c.,  itfc.,  containing  an  account  of 
the  jyrincipal  maiiers  relating  to  (he  Finances  of 
the  United  Kingdom,  with  a sketch  of  the 
Revenues,  Exjwndiiure^  and  Commerce  of  Foreign 
Nations;  also  an  account  of  Foreig^x  Banks,  and 
Banking,  and  oj  Foi'eign  ISecurities  negotiated  in 
London,  i^c.,  S^c.  Loudon,  1857.  To  be  con- 
tinued annually. 

This  Avork  contains  in  a moderate  compass,  a 
very  large  bodA'  of  usetul  iiitormati(.in. 

fhe  State  of  fhe  Nation.— The  Repeal  of  the 
, Malt  Tax. — 2%e  Re~adjusimeut  of  Taxation. 

I AZUNI,  DOMINIQUE  ALBERT,  — Born  at 
I Sassari,  in  the  isle  of  Sardinia,  on  the  3rd  August, 
1749.  He  became  an  adA'oeate  at  C'agliari,  and 
attained  p’eat  reimtation  and  practice  as  a com- 
mercial laAvyer.  He  aa'Hs  named  judge  of  the 
Consular  Court  at  Nice,  ami  a member  of  the  Se- 
nate. AVhen  the  French  invaded  Sardinia,  he 
retired  to  Florence,  A\  here  he  published  his  Alari- 
time  Law  of  Fhiroi>e,  for  Avhich  the  Academy  of 
Florence  elected  him  a member.  He  Avrote  a 
paper  to  prove  that  the  Freiieh  Averc  the  first  to 
use  the  compass,  AVhen  Sardinia  aaus  united  to 
the  F'reucli  Empire,  Azuni  Avas  avcII  received  by 
the  most  eminent  men  of  science  there,  and  held 
seA'eral  offices  under  the  French  Administration. 
He  was  appointed  one  of  the  commiin*e  to  draAv 
U])  the  cc»de  of  maritime  commerce.  M'hen  the 
F'rencli  dominion  came  to  an  end,  lie  w as  placed 
in  much  difficulty.  But  Avheii  the  native  goAeni- 
ment  was  restored,  be  A\*as  a]>pointed  judge  of 
the  Consulate,  and  director  of  tlie  Library  of  the 
L^niversity,  and  he  Avas  elected  a membi-r  of  nu»st 
of  the  learned  Societies  in  Italy.  He  died  23rd 
January,  1827. 

Dizionario  universale  ragio7iato  della  giuris- 
pTudenza  mercantile.  Nice,  178(>-8. 

Sisteina  universale  dei  jn'inripi  del  dritto  ma* 
ritimo  d'Europa.  Florence,  1795. 

This  last  Avork  was  recast  by  the  author,  and 
published  in  French,  as  the 

Droit  maritime  de  V Extrope.  Paris,  1798. 

Dissertatian  sur  Vorigine  de  la  houssole.  Paris, 
1805. 

Histoirc  geographique.  politxrpte,  ei  natiu'dle  de 
la  Sardaigne. 

Origine  du  droit,  et  de  la  legislation  maritime. 
Paris,  1810. 

M^ioires  pour  servir  a riiisioire  des  voyages, 
maritimes  des  anciens  naviyatcurs  de  Marseille^ 
Genoa,  1813. 

Memoires  pour  servir  d Vhistoite  de  la  Firatcrie. 

Genoa,  1816. 
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see  liis  Exposition  of  1851.  Tu  1828  he  was 
elected  Lucasiun  Professor  of  Mathematics  at 
Cambrid^re,  which  othee  he  held  till  1839.  Mr. 
Babbajie's  chief  reputation  rests,  of  course,  upon 
his  treatises  in  Piiysical  and  Mathematical 
Science,  which  are  lawond  the  limitsof  this  work. 
But  he  has  written  also  some  excellent  works  in 
Political  Economy. 

A compiiraiice  vine  of  the  various  Institutions 
for  the  Assurance  of  Lives.  London,  18*26. 

On  the  Economy  of  Machinery  and  Manufac- 
tures. Lmidon,  1832.  Fourth  Edition,  1846. 

This  work  was  translated  by  order  of  the 
(iovenuneiits  of  Prussia  and  S]>ain.  It  has  also 
been  translated  twice  into  French,  and  also  into 
Kussian.  and  Italian. 

2'houghts  on  the  principles  of  Taxation^  with 
reference  to  a Property  Tax^  and  Us  exceptions. 
London,  1848. 

A short  but  very  excellent  pamphlet,  with  some 
amusiii;:  anecdotes,  on  the  Income  Tax,  shewing 
that  all  income  of  all  sorts  ought  to  be  equally 
taxed. 

The  Exposition  of  1851  ; or,  Views  of  the 
Industry,  the  Science.,  and  the  Government  of 
England.  London,  1851. 

.In  Analysis  of  the  Statistics  of  the  Clearing 
House,  during  the  year  1839  ; with  an  appendix 
of  the  London  and  New  York  Clearing  Houses, 
and  on  the  London  Railway  Clearing  House. 
London,  1856. 

BABEUF,  FRANCOIS  NOEL - Born  at  St. 
Quentin,  in  1 764,  may  be  considered  as  the  founder 
of  ^lodern  Socialism,  or  Communism.  He  was 
left  an  urpluiu  at  16,  and  was  apprenticed  to  an 
architect  and  surveyor  at  Rove,  in  the  depart- 
ment of  the  Somme.  AVhen  he  was  twenty-five 
vears  old,  tlie  French  Re's  olution  broke  out,  and 
iie  adopted  its  principles  with  enthusiasm,  which 
he  pr<jelaimed  with  such  violence  in  a paper  he 
publislual  at  Amiens,  called  Le  Correspondayit 
Picard,  tliat  lie  was  arrested  and  prosecuted;  but 
he  was  acquitted  on  the  14th  eluly,  1790.  lie 
was  thmi  appointed  administrator  of  the  depart- 
ment of  tlie  Somme,  from  which  he  was  removed 
shortly  to  Moiitdidier.  lie  was  then  charged  with 
forirerV,  and  indicted  before  the  Court  of  the  Aisiie, 
but  he  had  the  g<M»tl  fortune  to  be  again  acquitted. 
Returning  to  Paris  in  »luly,  1794,  he  tounded  a 
paper  named  Le  Tribun  du  Peuple,  ou  le 
Defensenr  de  la  liberte,  and,  under  the  si^ature 
of  Caius  Gracchus,  he  wrote  an  article  with  the 
motto  from  Rousseau,  Le  but  de  la  Socieie  est  le 
bonheur  commun.  lie  then  adopted  and  advo- 
cated the  most  violent  levelling  and  communistic 
doctrines  (Socialism).  In  1796,  Babeuf,  the 
mo?t  violent  in  those  violent  times,  had  a con- 
siderable number  of  followers,  who  formed  them- 
selves into  the  liahovviste Societ^,ov  i\xc Pantheon, 
with  a secret  executive  committee  of  twelve. 
The  cous]urators  gained  over  several  of  the  regi- 
ments in  the  garri.sjn  in  Pari.s,  and  the  neighbour- 
hood, and  they  also  organized  an  insurrectionary 
armv  in  the  departments.  They  counted  upon 
lumiig  Ui.OOO  armed  followers,  and  with  these 
they  intended  to  make  a general  attack  on  the 
Directory,  the  legislative  assembly,  and  the  chief 
of  the  start*,  expecting  to  be  joined  by  the 
artiilerv,  and  most  of  the  other  troops  and  the 
workmen.  The  conspiracy  was  on  the  very 


point  of  exploding,  when  one  of  the  number, 
Grisel,  turned  traitor,  and  denounced  it  to  the. 
Oovernmein.  Barras  caused  Babeuf  and  sixty- 
five  of  his  accomplices  to  be  arrested  on  tlie  lOtli 
of  May,  1797,  at  the  very  moment  when  they  were 
met  to  give  the  signal  to  rise.  The  conspirators 
were  immediately  sent  before  the  High  Court  of 
Vendome.  Babeuf  and  Darthe  were  sentenced 
to  death,  seven  others  to  transportation,  and  the 
remainder  Averc  acquitted.  Babeuf  and  Darthe 
immediately  stabbed  themselves  in  court,  as  soon 
as  the  sentence  was  given,  but  they  were  dragged 
out  bleeding,  and  executed,  on  the  27th  of  May, 
1797. 

Babeuf  was  a remarkable  person.  lie  at- 
tempted to  turn  the  current  of  the  Revolution 
from  i>oIiti''al  to  social  reform.  He  seems  to 
have  been  the  first  to  endeavour  to  bring  to  a 
practical  experiment  the  visions  of  the  philoso- 
]diers  of  social  dreamland — Plato,  More,  Cam- 
pauello,  Harrington,  Bodin,  Morelly,  the  latter  of 
whom  espcially  he  seems  to  have  taken  as  his 
model.  It  will  be  better  to  consider  the  doc- 
trines of  all  this  family  of  thinkers  together,  (So- 
cialism), than  to  treat  tliom  separately. 

Besides  his  Communistic  Journal  above  mcn- 
tiinied,  he  published,  in  conjunction  with  Au- 
dirtret. 

Cadastre  perpeluel,  ou  demonstration  des  pro- 
cedes  convenahles,  a la  formation  de  cet  important 
ouvrage.  Paris,  1790.  Dedicated  to  the  Na- 
tional Assembly,  and  favourably  received  by  it. 

BABLOT  LOUIS  NICOLAS  BENJAMIN, 

— Born  at  Vadenay,  in  Champagne,  the  9th  Sep- 
tember, 1754.  He  studied  at  Rheims,  and  estab- 
lished himself  as  a physician  at  Clialous-sur- 
Mariie,  where  he  introduced  vaccination.  He 
died  there,  24th  November,  1802.  Among  seve- 
ral medical  and  other  writings,  including  a poem, 
he  left  in  Economy, 

Memoire  sur  la  question  propose  par  V Acade- 
mic de  ChUons,  dans  la  seance  puhlique  du  25 
Aoid,  1787;  Quelles  sont  les  causes  les  plus 
ordinaires  de  Vemigration  des  habitants  de  la 
campagne,  vers  les  grandes  villes,  et  quels  se- 
raient  les  moyens  les  plus  propres  d les  retenirf 

Examen  de  rouvrage  de  VEvique  d*Autnn 
(Talleyrand)  intitide,  Des  loteries.  1789. 

Moyens  tlassurer  d chacun  des  individus  de  la 
Republique,  sur  la  recolte  actuelle,  son  approvi- 
sionnement  en  grains  Jusqifd  la  recolte  suivante. 
1795. 

BACON,  FRANCIS,  Baron  Verulam,  Vis- 
corxT  St.  Alhan’s, — Born  22ml  January,  1561, 
—died  9th  April,  1626.  The  only  Englishman, 
the  intrinsic  lustre  of  whose  name  ever  shone 
through  the  plating  of  a title.  Nay,  in  his  case 
Avriters  seem  to  be  utterly  nonplussed,  for  they 
Avill  persist  in  calling  him  Lord  Bacon,  whereas 
they  miglii  just  as  well  talk  ot  Lord  Copley, 
Baron  Lyiidhurst.  Nay,  even  the.  standard  new 
edition  of  his  works,  now  publishing,  is  lettered 
‘‘Lord’'  Biicoii’s  Works.  Bacon  is  entitled  to  be 
ranked  among  economical  Avriters,  because  he 
has  enqiluitkallv  declared  that  the  moral  and 
Itolitical  sciences  are  part  of  iuductive  philosophy ; 
and  his  iuductive  logic  is  applicable  to  test  the 
doctrines  and  axioms  in  Political  Economy,  in 
tlie  same  way  as  those  of  physical  science,  of 
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course  mutaiis  mutandis.  Moreover,  in  his 
essay .s,  some  sound  economical  remarks  and  ob- 
servations occur. 

BACON-TACON,  P,  J.  JACQUES,-Born  at 
Oyonnax  in  1738.  He  iraA'clled  iu  Egypt  and 
! Greece,  fnan  Avhence  he  brouglit  a bust  of  Alei- 

I blades,  which  he  attributed  to  Socrates,  because 

J that  name  Avas  found  on  it.  He  then  Aveiit  to  Russia, 

I and  taught  languages  at  St.  Petersburg.  At  the 

I revolution  he  Avas  chosen  a ^Member  of  the  Coun- 

cil-General of  the  Ain.  In  1792  he  AAcnt  to 
1 Paris,  and  adopted  literature  as  a ]>rofession.  In 

1796  tlie  Directory  ga\e  him  an  appointment  in 
tlie  police,  and  emjiloyed  liim  to  Avatch  public 
opinion  in  Lyons,  ami  its  neiglibourhood.  He 
Avas  charged  with  forging  itssignats,  but  acquitted. 
Under  the  consulate  and  empire  he  kept  aAA'ay 
from  Paris,  and  set  up  as  a dealer  in  antiquities 
at  Marseilles.  In  1807  the  court  of  Naiitua  sen- 
tenced him  to  three  months’  imprisonment,  and  a 
fine  of  600  francs,  for  SAviiidling.  He  came  to 
Paris  during  the  hundred  days,  and  died  there  in 
1817. 

Adresse  d VAssemblee  Natio?iale  sur  les  billets 
patriotiques  et  les  billets  de  sections,  quicirculent  d 
Paris,  et  dans  les  campagnes.  Paris,  1791. 

NouveUe  histoire  numismatique  des  differents 
peuples  anciens  et  modernes,  et  de  iouslesqmpiers- 
monnaks  de  V Europe.  Paris,  1792. 

Opinion  sur  VHat  de  la  France,sur  le  defaut  de 
numeraire,  et  sur  les  moyens  d^y  ranedier.  Paris, 
1791. 

’ BACQUES,  HONORE 

Des  arts  indusiriels,  et  des  expositions  en 
France;  reekerches  et  Hudes  historiques,  suivies 
\ de  documents  et  de  renseignments  utiles,  sur 

* Vexposition  de  1855.  Paris,  1855. 

BACQUET,  JEAN,— An  adA'oeate,  born  at 
Paris,  iu  the  16tli  century.  In  1570  he  Avas  ap- 
IHAinted  counsel  to  the  Treasury.  He  died  in 
1597. 

Traite  de  V etahUssement  et  de  la  juridiction  de 
la  Chamhre  du  Trhor^  Published  iu  1601. 
Best  Edition,  1744.  G. 

BADEN,  CHARLES  FREDERICK,  Mar- 
I GRAVE  or, — Born  at  Carlsruhe,  22  November, 

1728,  and  succeeded  his  grandfather  iu  1738.  He 
studied  at  Lausanne,  and  travelled  in  France, 
Italy,  England,  and  Holland,  till  his  majority  in 
^ 1750.  He  AA'as  of  a liberal  and  enlightened  mind, 

and  greatly  embellished  his  capital,  ami  attracted 
many  foreigners  to  it,  by  religious  ami  ]>olitical 
( liberty.  He  kept  his  state  out  of  the  scA'cn  years’ 

- Avar,  and  in  1771  he  succeeded  his  cousin,  the 

Margi*avc  of  Baden-Baden.  At  the  reA'olutioii 
he  lost  Ills  property  in  Lorraine  and  Alsace. 
He  made  every  compliance  to  maintain  peace 
with  France,  even  conniving  at  the  seizure  of  the 
Due  d’Enghien,  in  1804,  and  he  published  a 
decree  against  the  cmigi'ants,  and  followers  of  the 
Duke.  In  1803  he  took  the  title  of  Elector,  and 
in  1806,  Napoleon  conferred  upon  him  the  title 
of  Grand  Duke.  He  adopted  the  Code  Napoleon 
in  his  states,  Avhich  he  managed  greatly  to  en- 
large. He  died  11  June,  1611. 
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Abregi  des  px'ineipes  de  VEconomk  Politique, 

CarLruhe,  (Paris,)  1772. 

A summary  of  the  principles  of  (iuesnay, 

BAERT,  ALEXANDRE  BALTHASAR 
FRANCOIS  DE  PAUL,  Le  Bvron  i»e.— Born 
at  Dunkerque,  about  1750.  He  travelled  in 
Russia,  Englanil,  ami  Spain.  In  1791  he  Avas  a 
member  of  the  Li  gishitiw*  Assemlily,  ami  did  all 
he  could  to  save  Li'uis  XVL  After  the  10th  of 
August,  1792,  he  Avent  to  the  Uuiteil  States,  and 
travelled  extensively,  and  did  not  return  to 
France  till  after  the  9th  Thermidor.  In  1815 
and  1816  he  sat  in  the  Chamber  of  Deputies.  He 
died  at  Paris,  23rd  March,  1825.  His  Avork  on 
hingland  enjoyed  the  higliest  authority,  and  he 
Avas  alAvays  consulted  by  Napoloon,  Avheiiever  he 
Avlshed  exact  information  on  English  matters. 

Tableau  de  la  Grande  Bretagne,  de  VJrhnide,  et 
des  possessions  Anglaises,  dans  les  quatres parties 
du  monde.  Paris,  1 800. 

Le  Cousommateur.  Paris,  1802. 

Memoires  historiques  et  geographiqnes,  sur 
les  pays  situ^  enire  la  Mer  Noire  et  la  Mcr  Cas- 
pienne.  Paris,  1799. 

BAGARD,  CHARLES. — Born  at  Nancy  in 
1696.  Became  a Doctor  of  Medicine,  ami  died 
in  1772. 

Recherches  et  observations  sur  la  darce  de  la  vie 
deVhomme.  Nancy,  1754.  G. 

BAIGNOUX,  P.  PHILIP, — Formerly  deputy 
for  the  department  of  the  ludre-et-Loire. 

Histoire  jihilosophique  de  la  reformation  de 
Vetat  social  en  France,  dans  ses  raports  avec 
Vinegalite  des  conditions,  la  propriete,  les  lois,  les 
}n(eurs,  et  Vesprit  general  de  la  nation.  Paris, 

1829. 

BAIL,  C.  J.,  Le  Chevalier. — Born  at  Be- 
thune,  29th  January,  1777.  He  eiHen-d  the 
army,  and  made  tlie  caiiqAaign  in  Belgium  iu 
179A  In  1807  he  Avas  ajqioiuted  to  organize  the  1 

administration  of  the  Kingdom  of  We^tjihalia,  of 
Avhich  he  published  the  mo^t  complete  and  ac-  ' 

curate  statistical  account  extant.  He  held  his 
office  till  1818,  Avhen  lie  retired  on  half-pay.  He 
then  devoted  himself  to  the  study  of  Political  I 

Economy,  and  besides  several  Avorks  on  juris- 
prudence and  politics,  be  publiMual : — 

Du  cadastre  consiaere  dans  ses  rapports  avec 
VEconomk  Politique,  et  la  repartition  des  impdts. 

Paris,  1819. 

Eiat  des  Juifs  en  France,  en  Esjmgne,  et  en 
lialie,  depuis  le  commencement  du  cinquieme  ^ 

siecle  de  Vere  vuhjaire,jusqu'  a la  fin  du  seizkme, 
sous  les  rapports  du  droit  civil,  du  commerce,  et 
de  la  Uttm'ature.  Paris,  1824. 

Staiistique  des  provinces  de  Wesfphalk.  Got- 
tingen, 1809. 

Commerce  des  anckns  et  des  modernes.  Vim-  I 

portation  et  la  liberte  du  commerce  des  grains. 

Paris,  1814. 

BAILEY,  SAMUEL, — Of  Sheffield,  is  the 
author  of  one  of  the  most  able  little  volumes  ou 
Political  Economy  in  the  language.  It  is  en- 
titled 

A critical  dissertation  on  the  Nature,  Measures, 
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and  Causes  of  Value ; chkjly  in  reference  to  the 
tcritiwfs  of  Mr,  Ricardo  and  his  followers.  Lou- 
don, 1825.  1 

Tlii^  treutisc  was  written  for  the  ]mrpose  of  ■ 
shewiiijr  the  evniueiais  nature  of  the  fundamental  , 
conceprions  uf  Iticanlu,  ]\Ialthus,  and  some  others,  | 
on  the  suVij^'et  of  Value,  and  the  extraordinary  | 
self-contradictions  ami  inconsistencies,  into  which  | 
they  are  ln-trayed  by  their  neglect  of  observing  a 
a uiiitv  of  conception  on  the  ]ioiiit.  And  this  it 
does  witli  the  most  complete  success. 

It  is  one  of  the  earliest  treatises  that  revives 
and  enforces  the  Ari>toteHan  doctrine,  that 
Value  is  an  external  re/a/mn,  ami  md  an  internal 
qualify,  two  things  which  are  M'liolly  inconsistent 
witli  each  idher,  ami  tliis  it  does  witli  a force  and 
clearness  whicli  no  otliei*  treatise  (it  that  period, 
which  we  are  acMiiiainted  with,  jHiSsOSses. 

It  well  deserves  the  careful  perusal  of  every 
stiuleut  in  I’olitical  Economy.  Xot  that  it  would 
be  remarkable  in  any  other  sdonce,  because,  in 
everv  otlnu*  science,  the  neces>ity  ot  obtaining 
clear,  jirecise,  and  accurate  fmulamental  concep- 
tions. has  long  ago  been  recognized,  nor  would 
auv  writer  liave  been  listened  to,  one-halt 
of  whose  work  is  a contradiction  of  the  other 
lialf.  Hut  it  is  remarkable  as  carrying  into 
rulitieal  Economy  the  same  accuracy  and  pre- 
cision as  is  demanded  in  every  other  science,  and 
as  sliewing  tiiat  all  exjiressions  and  conceptions 
which  are  inconsistent  with  the  fundamental  ones, 
must  be  extirpated.  Thus,  having  sliomi  that 
Value  is  an  external  relation,  it  follows  that  all 
such  expressions  as  absolute  value,  value, 

etc.,  are  contradict! 'ly  to  the  fundamental  idea  of 
A'alue,  ami  slmuld  be  abolished. 

From  tlie  clearness  and  precision  with  which 
these  views  are  enforcc<i,  tliis  work,  which  is  not 
bv  anv  means  so  Avell  knoAvu  as  its  merits  de- 
serve,* is  entitled  to  be  held  as  one  of  those  Avhich 
have  commenced  the  third  jf.ra  of  Political  | 
Ecoiioniv — (pRRLiMiNART  Discourse).  Wg  shall 
now  give  some  extracts  from  tliis  treatise,  shew- 
ing how  clearly  the  Avriter  ap]u*elieuded  the  true 
conce\>ti(m  of  Value. 

lie  adopts,  ]).  4,  the  definition  of  Adam  Smith, 
“That  tlie  value  of  an  object  exi>resses  the  poAver 
of  purchasing  other  goods,  Avhich  the  possession 
of  that  object  conveys/’  * * According  to  this 
detiiiitiou,  it  is  essential  to  value,  that  there 
should  l>e  tAvo  objects  brought  into  comparison. 
It  cannot  be  predicated  of  one  thing  considered 
alone,  and  Avithout  reference  to  another  thing. 
If  the  value  o\'  an  object  is  its  poAver  of  purchas- 
ing, there  must  be  something  to  purchase.  Value 
denoteSy  consequently,  nothing  positive  or  ix- 
TRixsic,  but  merely  the  relation  in  Avhich  tAvo 
objects  stand  to  each  other,  as  exchangeable 
commodities. 

“ In  the  circumstance  that  it  denotes  a relation 
betAvceii  two  objects,  and  cannot  be  predicated  of 
any  coimumlity  Avithont  an  exjiress,  or  implied 
reference  to  some  other  commodity,  value  bears  a 
resemblance  to  distance.  As  Ave  cannot  speak  of 
the  (IL'-taiice  of  any  object,  Avithout  imydying 
Some  other  object,  betAvecn  Avhich  and  the  for- 
mer this  relation  exists,  so  aa'G  cannot  speak 
of  the  value  of  a commodity,  but  in  refer- 
ence to  another  commodity  coiuiiaretl  Avith  it. 
A thing  cannot  be  Aaliiable  in  itself,  without  ' 
reference  to  another  thing,  any  more  than  a 


tiling  can  b**  distant  in  itself,  without  reference 
to  another  tiling.” 

“ It  folloAAS,  from  this  view  of  value  as  a rela-  ” 
Tiox,  that  it  cannot  alter  as  to  one  of  tlie  objects 
com]>ared,  Avithout  altering  as  to  tlio  other.  It 
Avoiild  be  an  absurdity  to  suppose  that  tlie  A'alue 
of  A to  II  could  alter,  and  not  the  A'alue  of  B to 
A ; timt  A could  rise  in  value  to  B,  and  B re- 
main stationary  ill  value  to  A;  an  absurdity  of 
much  the  same  kind  as  siqiposing  that  the  dis- 
tance of  the  earth  from  the  sun  could  be  altered, 
while  the  di.'tauce  of  the  sun  from  the  earth  re- 
niiuned  as  b'lbre.” 

lie  sees  Avell  that  the  term  equality  of  A’alnes 
of  two  ([uantities,  necessarily  inqdies  the  nature 
td‘  ratios.  He  says,  ]).  (i. — *'It  may  be  objected 
to  this  ropii'scutatioii  of  the  relatiAe  nature  of 
value,  that  a\  hen  aa  c say  tlie  value  of  A is  equal 
to  the  A'alue  of  B,  the  expression  implies  a 
quality  intrinsic,  and  absolute  in  each;  for, 
otherwise,  Iwav  could  Ave  allinu  that  an  equality 
existed  betAveen  these  two  values?  If  tlie  term 
denotes  merely  a relation  betAveen  A and  B, 
Avoiild  it  not  be  absurd  to  talk  of  the  equality  of 
their  A'alues,  just  as  it  Avould  be  absurd  in  speak- 
ing of  the  distance  between  the  sun  and  the 
earth  to  talk  of  an  equality  of  their  distances 
from  each  other?  * * * It  Avill  be  found  that  in 
speaking  of  the  value  of  A being  equal  to  the 
A'alue  of  B,  we  are  led  to  use  the  expression  by 
the  constant  reference  Avliicli  Ave  iinaA'oidably 
make  to  th  - relations  of  these  commodities  to 
other  commodities,  jiarticularly  to  money;  and 
the  import  of  our  language,  in  its  Avhole  extent, 
is  tliat  A and  B bear  an  equal  relation  to  a third 
commodity,  or  to  commodities  in  general.  * * * 
If  Ave  Avish  to  knoAv  Avhether  A and  B arc  equal 
in  value,  aa'c  shall  in  most  cases  be  under  the  ne- 
cessity of  finding  the  value  of  each  in  C;  and 
when  we  afiirm  that  the  A'alue  of  A is  equal  to 
the  value  of  B,  aa’g  mean  only  that  the  ratio  of  A 
to  C is  equal  to  the  ratio  of  B to  C,” 

lie  then  : hews  well,  that  Avhen  we  adhere  to 
tlie  concL'ption  of  value  being  a relation,  any 
such  thing  a-i  a commodity  of  invariable  A'alue  is 
an  impossibility.  He  says,  p.  9, — “The  relatiA’e 
nature  of  value  has  not,  it  aiqtears  to  me,  been 
distinctly  scim,  or  uniformly  kept  in  vicAv,  by  our 
best  AA'i'iters  on  the  subject.  Mr.  Kicardo,  for 
instance,  who  agrees  Avith  Dr.  Smith  in  his  defi- 
nition of  value,  asserts  that  if  any  one  commo- 
dity could  be  found,  AA’hich  iioav  and  at  all  times 
rcfiuired  pn  cisely  tlie  same  (piaiitity  of  labor  to 
produce  it,  that  commodity  Avould  be  of  iiuvai’y- 
ing  A'alue. 

“ If  value,  however,  denotes  merely  a relation, 
this  proposition  cannot  be  true.  AVe  may  ask  to 
what  Avould  this  commodity  bear  an  invariable 
A'alue?  Avhal  is  the  correlath'e ? aa'ouUI  it  bear  the 
same  value  to  all  other  commodities?  It  might 
be  so,  it  is  true,  but  certainly  not  in  consequence 
of  being  jn-oduced  by  an  unvarying  quantity  of 
labor;  for,  wliile  the  labor  in  this  instance  re- 
mained a fixed  quantity,  yet,  if  the  labor  in  other 
commodities  A\'ere  increased  or  diniini>he<l,  the 
relations  of  value  betAveen  this  one  commodity 
and  all  others,  aa'ouUI,  on  Mr.  Bicardo’s  own  prin- 
ciple, be  instantly  altered. 

“If  corn,  for  example,  ahvays  required  pre- 
cisely the  same  quantity  of  labor  to  produce  it ; 
but  all  other  couuuodities  AvhatcA’er  came  to  be 
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produced  by  half  the  laV»or  formerly  expended  on  ; 
them,  the  A'alue  of  enru  could  in  no  si'iise  be  | 
said  Oi  remain  the  saui(‘.  In  proot  ot  this,  take  j 
^Ir.  Bicardo's  own  deiinitimi  id  value,  ‘the 

poAVer  of  purchasing  other  giiods,  Avliieh  the  jjos- 

session  of  an  object  conveys.’  To  say  that  a 
commodity  is  of  unvarying  value,  is,  according 
to  this  definition,  equivalent  to  saying  that  its 
poAver  of  ])urchasing  other  goods  remains  con- 
stantlv  uniform;  or,  to  vary  the  language,  that 
the  <iuantity  of  otlu  r goods  for  Avhich  it  will  ex- 
change ncA-er  alters.  But  in  the  example  aa'c 
have  adduced,  the  same  (piantity  of  corn  Avould 
exchange  fur  an  increased  quantity  of  any  otlier 
commodity,  and  conseqiumtly,  by  Mr.  Ricardo’s 
OAvu  definition,  Avouhl  liave  risen  in  value. 

“ It  may  possibly  be  alleged,  tliat  it  is  not  the 
Corn,  but  other  commodities  Avhich  haA'e  Aariedin 
value,  and,  therefore,  Air.  Ricardo’s  language  is 
correct.  If  value  Avere  a positive  and  intrinsic 
quality,  this  might  be  true;  but  since  it  denotes  a 
mere  relation  betAveen  tAvo  objects,  to  suppose  any 
alteration  could  take  ]>lacc  in  this  relation  as  to 
one  and  not  as  to  the  other,  to  siqipose  that  the 
value  of  A to  B could  be  altered,  and  not  the 
value  of  B to  A avouUI,  as  I have  already  re- 
marked, be  as  absurd  as  supposing  tliat  the  dis- 
tance of  the  smi  from  the  earth  could  be  increased 
or  decrea-^ed,  Avhile  the  distance  of  the  earth  from 
the  smi  remained  as  before.”  * * * 

“The  contradiction  involved  in  affirming  the 
stationary  or  invariable  value  of  any  object, 
amid  the  variatiims  of  other  things,  is  so  direct 
and  palpable  that  it  may  be  instriietiA'e  to  point 
out  tlie  Avay  in  Avhieh  a Avriter  of  such  powers  of 
reasoning,  as  Air.  Ricardo  unquestionably  pos- 
sessed, has  been  led  into  so  strange  and  manifest 
an  en*or. 

“Since  value  denotes  a relation  betAA'cen  tAvo 
objects,  no  arguments  are  required  to  prove  that 
it  cannot  arise  from  causes  atfectiiig  only  one  ot 
the  objects,  blit  must  proceed  from  tAvo  causes,  or 
tAvo  sets  of  causes,  resjiectively  operating  on  the 
objects  betAvecu  Avhu  h tlie  relation  exists.  It  A 
is  equal  in  A'alue  to  B,  this  must  be  oAving,  not 
only  to  causes  operating  on  A,  but  also  to  causes 
oi»eratiiig  on  B.  'Fhe  fact  of  a pound  of  gold 
exehangiiig  for  fifteen  times  the  quantity  of  corn 
that  can  be  obtained  for  a pound  of  silver,  can- 
not be  referred  to  causes  operating  on  tlm  corn, 
but  to  a difterence  in  the  causes  oi>erating  on 
gold  and  silver.  Hence,  Iioaa'  cmistant  or  uni- 
form soCA'er,  a cause  affecting  one  commodity 
may  be,  it  cannot  make  that  object  of  constant 
A'alue  Avithout  the  concurrence  of  other  iuA'ariable 
causes,  acting  upon  the  commodity  Avith  which  it 
is  cimipared. 

“It  is  precisely  this  essential  circumstance 
Avhich  lias  escajicd  the  notice  of  Air.  Ricardo. 
AVlien  he  asserts  that  a commodity  Avonld  be  of 
invariable  value,  if  it  aa'ci'c  always  pn)dueed  by 
the  same  (piantity  of  labor ; he  overlooks  one- 
half  of  the  causes  concerned  in  the  determination 
of  Value ; for,  a immieiit’s  consideration  Avill 
teach  us  that  such  a.  commodity  could  be  of  in- 
variable value,  in  relation  to  those  commodities 
alone,  of  Avhich  the  producing  labor  liad  also  re- 
mained a constant  (quantity.  Not  adverting  to 
this,  Air.  Ricardo  appears  to  lia\'e  reasoned,  that 
because  the  (|uantity  of  labor  (according  to  his 
doctrine)  is  the  cause  of  Value;  if  the  cause  in 
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auA'  one  commodity  remains  the  same,  the  effect 
mu'^t  necessarily  be  the  same.  Hut.  grant- 
ing his  doctriim,  tliat  the  quantity  of  labor  <le- 
tennines  value— it  niu.-t  be  the  qiiaiitiiy  retjuisite 
for  the  i>riMluction  ot'  oaeh  coinumdity  conq»ared, 
and  not  the  quaiititv  requisite  for  that  of  only 
one.  The  value  of  both,  or  their  relati.m  to  each 
other,  must  necessarily  Aary  Aviili  cA'ory  ehange 
in  tlie  (piantity  of  producing  labor  re<iuired  for 
eitlior. 

“ To  assert,  indeed,  that  the  value  of  an  object, 
or  its  relation  to  an  object,  Avas  invariable  ; be- 
cause AvhatoA'er  alteration  aas  taken  place  in  the 
latter  object,  the  former  had  nmU-rgom*  no  change 
in  tiie  conditions  of  its  production,  would  be  as 
absurd  as  to  assert  the  un\'aryiug  likeness  of  a 
]mrtrait  to  the  original;  because,  hoAvcA'er,  the 
man  had  altered  in  feature,  the  porti'ail  it>elt  ha<l 
retained  ]>recisely  the  same  liiieameiits.  The 
relation  of  A'alue  as  Avell  as  the  resemblance 
between  tAvo  olijects,  de|K*nil3  upon  both,  and 
changes  Avith  a change  in  either  of  them.” 

Air,  Bailev  then  ]»oints  out,  p.  21 — that  the  same 
error  jicrvades  Malthus’s  accMnmt  of  Value,  and 
says,  ]).  23 — “ We  havt‘  liere  invariable,  absolute, 
natural,  nominal,  and  relative  Value ; but,  through- 
out the  Avhole  of  the  passage,  the  notion  of  Value 
as  something  intrinsic,  or  absolute,  is  apparent. 
Departing  at  once  ft'om  his  oaa'u  definitions,  he 
maintains  that  the  A'alue  of  an  object  may  be 
affected— Avithout  affecting  the  value  of  the  com- 
modities for  which  it  is  exclianged ; that  is,  that 
the  poAver  of  A,  in  coinmamling  B in  exchange, 
maybe  altered,  Avhile  the  poAver  of  B commanding 
A,  remains  as  before.  Air.  AIalthu<  has  fallen 
into  the  same  error,  Avhich  Ave  have  ab'eady 
noticed  in  Air.  Ricardo;  tlie  error  o\‘  snpjiosiug 
tliat,  if  a commodity  continued  the  same  in  the 
circumstances  of  its  production,  it  AA'onld  retain 
the  same  value,  amidst  the  tluctualious  of  other 
commodities.  The  inconsistency  of  this  Aviih  the 
definition  of  A’alue,  has  already  hem  sufficiently 
exposed,  and,  as  it  is  the  liasis  of  Air.  Alalthns’s 
notion  of  absolute  value,  that  notion  necessarily 
falls  to  the  ground.  The  very  term  ahsolcte 
VALCE,  implies  the  same  absurdity  as  AiisoLurE 
msTA.NCE  ; Avhile  the  invariable  value  of  one 
object  amidst  the  fluctuation  of  all  other  things, 
is  as  self-contradictory  a notion  us  tin*  invariable 
resemblance  of  a picture  to  the  natural  scenery 
from  Avhich  it  was  taken,  amidst  all  the  vicissi- 
tudes of  the  seasons,  the  touches  of  time,  and  the 
encroachments  of  art. 

“ The  same  error  runs  through  the  Avhole  of  Air. 
Alallhus’s  pamphlet,  entitled  ‘The  Aleasure  of 
A'alue  Stated  and  Illustrated,”  and  is  invoh*ed  in 
tlie  position  Avhich  it  is  the  object  of  that  pamphlet 
to  establish.  He  maintains,  after  Adam  Smith, 
that  labor  is  ahvays  of  the  same  A'alue,  that  is, 
according  to  his  oavu  definition,  always  retains 
the  .''ame  poAver  of  commanding  other  objects  in  cx- 
exchaiige;  and  yet,  in  tlie  same  treatise,  he  speaks 
(»f  the  laborer  earning  a greatm*  or  smaller  quan- 
tity of  money,  or  necessaries,  and  insists  that  it  is 
not  the  value  of  the  labor  Avliieli  varies,  but  the 
value  of  the  money,  or  the  iieeessaries.  As  if 
produce  or  money  could  change  in  A'alue  rela- 
tiA'ely  to  produce  or  money.  But  avo  need  not  be 
surprised  at  any  implied  inconsistences  m Mr. 
I Alalthus,  Avhen,  after  setting  out  Avith  the  defini- 
I tioii  which  we  have  already  (piotcd,  tliat  A'alue  b 
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‘ the  iKtwor  of  commauding  other  objects  in  ex- 
change/ nr  in  other  Avords,  ‘thepOAver  of  purchas- 
ing/ he  subsequently  makes  the  direct  assertion 
that,  ‘although  money  may  increase  in  its  poAver 
of  jmrchasing,  it  dues  not  necessarily  increase  in 
value.’  If  Mr.  Malthu.s  thus  abandons  his  oavu 
definition,  AA'hat  other  Avill  he  put  in  its  place?” 

He  also  exposes,  Avith  equal  success,  the  self 
contradictions  of  Kicanlo.  “Although  he,  (Iti- 
cardo),  agrees  Avith  Dr.  Smith,  in  defining  value 
to  express  the  power  of  purchasing;  and  al- 
though ill  the  very  first  pro])osition  in  his  book, 
he  sj>eaks  of  the  value  of  a commodity  as  sy- 
nonymous Avith  the  quantity  of  any  other  com- 
modity for  Avhich  it  will  exchange,  yet  in  another 
cha]>ter  of  his  work  he  says,  ‘ I cannot  agree 
with  M.  .Say  in  estimating  the  value  of  a com- 

inoditv  bv  the  abundance  of  other  commodities 
^ * 

or  Avhich  it  will  exchange.’  In  accordance  Avith 
the  definition,  tnis  means  that  he  cannot  agree 
with  JI.  Say  in  estimating  the  poAAau*  of  a com- 
modity to  ]mrchase  other  commodities  by  the 
4uantity  of  the  latter,  Avhich  it  Avill  jmrehase. 
But  if  the  poAA'er  of  a commodity  to  purchase  be 
not  measured  by  the  quantity  purchaseil,  Avhat 
3ther  mo<ie  of  estimation  can  be  found?  It  is 
uo  great  degree  of  bt»ldiiess  to  challenge  the 
whole  body  of  economists  to  produce  a different 
neaning  of  the  Avortl  pOAA-er,  or  a different  mea- 
sure of  its  degrees.” 

He  tlien  brings  forAvard  a similar  error  in  one  of 
Mr.  liicardo’s  followers,  the  author  of  the  Tern- 
mylars'  Dialoffues on  PolitimI  Eeonomijy  (I)e  Quix- 
:ey);  and  he  thus  sIicaa's  the  fundamental  error  of 
hem  both.  “ The  mistake,  both  in  this  AATiter  and 
II  Mr.  Uicardo,  evidently  arises  from  an  inaccurate 
ipprehension  of  the  true  nature  of  A'aliie.  lu- 
itead  of  regarding  value  Jis  a relation  between 
wo  objects,  they  seem  to  consi<Ier  it  as  a positive 
'esnlt,  produced  by  a definite  quantity  of  labor, 
J the  quantity  of  labor  necessary  for  the  pro- 
luction  of  an  object  is  ah\'ays  the  same,  the 
^alue  according  to  them  is  ahvays  the  same,  Iioav- 
•ver  other  objects  may  have  varied ; so  tliat,  in 
act,  the  circumstance  of  its  being  produced  by  a 
ertaiii  rjuantity  of  labor,  constitutes  its  value, 
udepemlently  of  any  other  circumstances.” 

He  thus  brings  together  tlie  manifest  truth  on 
he  subject.  “ The  folloAving  ]>ropositions  may  be 
tated,  as  the  results  of  the  investigation  in 
vhich  AA*e  haA'c  been  cnqdoyed.  Simple  as  they 
.ppear,  avc  liave  seen  that  it  is  possible  to  over- 
ook  them  : — 

“ 1.  Inasmuch  as  the  term  A-alue  denotes  a re- 
ation  betAveeu  tAvo  objects,  a commodity  cannot 
)C  said  to  i>ossess  value,  or  to  alter  in  value, 
without  an  express  or  implied  reference  to  some 
thcr  comnioiiity.  Its  value  must  be  value  in 
omethiiig,  or  in  relation  to  something. 

“•i.  This  relation  betAveen  tAA'o  objects  cannot 
. Iter  as  to  one,  Avithoiit  altering  as  to  the  other, 
f A rises  in  relation  to  H,  li  cannot  remain 
, tatioiiary,  but  must  fall  in  relation  to  A. 

“3.  The  value  of  a comiiKxiity  can  be  ex- 
pressed only  by  a quantity  of  some  other  com- 
aodity. 

“4.  Arise  in  the  value  of  a commodity  A, 
[leans  that  an  equal  ((uantity  of  this  commodity 
• xcliangt'.s  for  a greater  (piautity  than  before  of 
he  commodity  li,  in  relation  to  Avhicb  it  is  said 
1 ) rise.  1 
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“5.  A fall  in  the  value  of  A means,  that  an 
equal  quantify  of  it  exchanges  for  a smaller 
quantity  of  li.” 

“ In  the  examination  of  the  jwesent  snliject  as 
discussed  by  those  Avriters,  on  Avhose  doctianes  I 
have  ventured  to  animadA*ert,  I have  been  forcibly 
struck  Avith  the  A'aguenoss,  the  inconsistencies, 

I and  the  errors,  AA’hich  have  arisen  from  speaking 
! of  value  as  a sort  of  general  and  independent 
property,  and  I cannot  too  strongly  recommend 
the  student  of  Political  Economy,  neA'er  to  let 
the  Avord  value  pass  before  him,  Avithout  put- 
ting the  question,  ‘value  in  Avliat?’  or,  *in 
relation  to  A\hat?’  The  A-alue  of  a commo- 
dity must  be  its  value  in  something,  and  Avhen- 
ever  the  term  is  used  Avith  any  definite  mt‘aii- 
ing,  that  something  may  be  assigned.  If  it 
cannot  be  assigned,  tlie  readei’  may  rest  assured 
that  the  author,  Avlutever  he  be,  is  Avriting  Avith- 
out any  determinate  ideas.  WhoeA*er  resolutely 
api>lies  this  rule  in  reading  our  economical 
writers  Avili  be  surprised  and  jfieased  at  the  light 
it  Avill  pour  oAor  tlieir  pages.  The  most  difficult 
and  obscure  passages  Avill  fretiueutly  brighten 
into  perspicuity,  and  the  sum  of  their  truth,  as 
well  as  of  their  error,  Avill  stand  apparent.  The 
brilliant  paradox,  the  ingenious  fallacy,  the  seem- 
iiigly  profound  observation,  Avill  .separate  into 
t\\'o  distinct  parts,  one  exhibiting  the  gaudy  frag- 
ments of  sopliistry  and  delusion,  the  other  the 
simple  truth,  Avhich  they  only  served  to  hide  Avith 
their  cumbrous  splendour.” 

In  the  second  chapter  Mr.  Bailey  shews  the 
entirely  arbitrary  and  unfouuded  distinction  be- 
tween real  ami  nominal  value,  adojited  by  Adam 
Smith,  ilaltlms,  Kicardo,  and  I)e  (^uiiicey. 

The  third  chapter  is  a refutation  of  Ricardo’s 
A'ieAvsof  the  value  of  labor,  ami  the  fourth  chapter 
of  the  same  Avriter’s  dtagriiie  of  profits,  whieli 
shews  the  error  of  Ricardo's  vicaa-s  to  a certain 
extent,  but  he  has  not  sueceeded  in  seizing 
Ricardo's  imisier  fallacy,  which  is  in  not  seeing 
that  the  rate  of  profit  must  be  reduced  to  the 
same  standard  as  the  rate  of  interest.  (Profit.) 

The  fifth  chapter  is  on  the  method  of  comparing 
commodities  aiditfereiit  jicriods,  in  Avhich  he  Avell 
shews  that  the  value  of  the  same  commodities  at 
different  periods  cannot  be  compared,  p.  71  : — 
“It  is  a direct  inference  from  the  explanation  of 
value,  in  the  precetling  chapters,  as  denoting  a 
relation  betAveon  tAvo  commodities— a relation  in- 
capable of  existing  Avhen  there  is  only  one  com- 
modity, that  it  cannot  exist  betAveen  a commodity 
at  one  period,  ami  the  same  commodity  at  another 
period.  'VVe  cannot  iiseertaiu  the  relation  of 
cloth  at  one  time  to  cloth  at  another,  as  we  can 
ascertain  the  relation  of  cloth  to  corn  in  tlie  jirc- 
sent  day.  All  that  Ave  can  do  is,  to  compare  the 
relation  in  Avhich  cloth  sfimd  at  each  period  to 
some  other  commodity.  AVlieu  aa'c  say  that  an 
article  in  a former  age  Avas  of  a certain  value,  Ave 
mean  that  it  exchanged  for  a certain  quantity  of 
Some  other  commodity.  Jiut  this  is  an  inap- 
plicable expression  in  speaking  of  only  one  com- 
modity at  tAA'o  dirterent  })eriuds.  AVe  cannot  say 
that  a pair  of  stockings  in  James  the  First’s  reign 
Avuuld  exchange  for  six  pair  in  our  uavu  day  ; and 
Ave,  therefore,  cannot  say  that  a pair  in  James  the 
First’s  reign  Avas  efiual  in  value  to  six  pair  uoAvq 
without  reference  to  some  other  article. 

“ A’alue  is  a relation  betAveeu  contemporary 
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commodities,  because  such  only  admit  of  being 
exchangf'd  for  eacli  other;  and,  if  Ave  compare 
the  viiine  of  a commodity  at  one  time  with  its 
value  at  another,  it  is  only  a comparison  ot  the 
relation  in  Avhich  it  stood  at  these  dift'erent  times 
to  some  other  commodity.  It  Is  not  a comparist^tn 
of  some  intrinsic,  independent  quality  at  one 
]>eriod,  Avith  the  same  (juality  at  another  period  ; 
but  a comparison  of  ratios,  or  a comparison  of 
the  relative  quantities  in  Avliich  commodities  ex- 
changed for  each  otiier  at  tAvo  different  epochs. 
If  a c<mimodity  A,  in  the  year  100,  A\'as  worth  2 
B,  and  in  1800  Avas  Avorth  4 B,  Ave  should  sa}’ 
that  A had  doubled  its  value  to  B.  But  this, 
Avhich  is  the  only  kind  of  comparison  Ave  can 
institute,  Avoiild  not  give  us  any  relation  betAA'cen 
A in  100  and  A in  1800;  it  Avould  bo  simply  a 
com]tari.'ion  of  the  relation  betAveen  A and  B in 
each  of  those  years. 

“It  is  impossible  fi>r  a direct  relation  of  A*alue  to 
exist  botAveen  A in  lOO,  and  A in  1800,  just  as  it 
is  impossible  for  the  relation  of  distance  to  exist 
betAA'cen  the  sun  at  the  former  jieriod,  and  tlie 
sun  at  the  latter.  This,  perhaps,  Avill  be  still 
more  ajtparent,  if  we  make  use  of  the  definition  of 
value  instead  of  the  term.  It  Avill  at  once  be 
seen  hoAv  absurd  it  avoiiUI  be  to  talk  of  thepoAA'er 
of  A in  the  year  100,  to  command  in  exchange, 
the  same  commodity  in  1800.  * * * 

“ AVhen  Mr.  Ricardo  tells  us  that  a commodity 
ahvays  produced  by  the  same  lab»tr  is  of  invari- 
able value,  he  inqilicilly  maintains  all  I iiave  been 
attem])ting  to  disprove.  By  the  epithet  im'ari- 
able,  he  clearly  means  that  its  A'alue  at  one  time 
will  be  precisely  the  .same  as  its  value  at  another, 
not  in  relation  to  other  commodities,  for  he  sup- 
poses all  other  commodities  to  Aary,  but  in  rela- 
tion to  itself.  He  distinctly  states  that,  if  eipial 
quantities  of  gold  could  always  be  obtained  by 
equal  (piantitles  of  labor,  tlie  A'alue  of  gold  ‘aa-ouUI 
be  invariable,  and  it  would  be  eminently  aa'cII  cal- 
culated to  measure  the  varying  value  of  all  other 
things,^  Avlience  it  foIloAAS,  tliat  this  invariable- 
ncss  must  be  intended  tube  altinned  of  the  value 
of  gold  compared  Avith  itself,  and  not  of  any  re- 
lation between  gold  and  some  other  commodity. 

“ The  same  remarks  a])j)ly  to  all  attempts  to 
find  out  something  of  invariable  value.  Adam 
Smith  and  Mr.  Malthiis,  in  considering  labor  alone 
a.s  never  varying  in  its  oavu  value,  assert,  by  im- 
plication, that  labor  at  one  ])eriod  may  be  compared 
in  A'alue  Avith  labor  at  another  period,  Avithout  re- 
ference to  any  other  tiling  Avhatever.  I fully  con- 
cede tliat  sucii  a notion  iuA'oIvcs  an  absurdity,  that 
they  might  have  talked  Avith  equal  jmqiriety  of 
the  possibility  of  comjiaring  the  distance  of  the 
sun  in  the  year  100,  Avith  its  distance  in  ISOO, 
Avithout  reference  to  any  other  body  in  space; 
and  tliat  language  can  scarcely  be  found  to  ex- 
press the  idea  in  direct  terms,  Avithoiit  a paljiablc 
ct)iitradiction ; but  that  such  a notion  has  exten- 
sively prevailed,  no  one  Avill  doubt  who  atten- 
tively turns  over  the  t>i*J?es  of  the  first  Avriters 
on  the  subject.”  And  he  further  criticizes  Ri- 
cardo’s ami  Mr.  I)e  ()uiuccy’s  vieAvs  on  this 
subject. 

Ill  the  sixtli  chapter  he  points  out  the  great 
errors  prevailing  in  respect  of  the  term  measure 
of  value.  He  explains  aa'cII  the  fallacy  of  tlic 
analogy  Avliich  Avius  so  commonly  supposed  to 
exist  betAA-een  a measure  of  Aveight  or  length, 


and  a mea.sure  of  value.  This  is  a im>st  valu- 
able chapter,  and  by  the  doctrines  establislied  in 
it,  ho  tests  the  measure  of  value  jiroposed  by  Mr. 
Malllms  in  the  following  one,  and  avcII  shews  its 
fallacy.  The  eighth  chapter  sIicavs  the  fallacy  of 
Ricardo’s  mode  of  estimating  value.  The  ninth 
chajiter  is  on  the  distinction  betAveen  value  and 
riches.  The  tenth  on  the  difference  betAveen  a 
measure  aud  a cause  of  a’uIuc.  Tlie  elcA'onth 
and  last  is  on  the  causes  of  Aalue.  In  this  he 
sees  that  the  cause  of  value  does  not  reside  in 
the  labor  of  producing,  but  in  the  mind.  He 
says,  p.  180,  “It  Avas  explained  in  the  first 
chapter,  that  value,  although  sitokeu  of  as  a 
quality  adhering  to  external  objei  ts,  or  as  rela- 
tion between  tliem,  implies  a feeling  or  state  of 
mind,  Avliich  manifests  itself  in  the  delermiiiation 
of  the  will.  This  feeling  or  state  of  the  mind  may 
be  the  result  of  a A ariety  of  considerations,  con- 
nected Avith  exchangeable  commodities,  and  an 
inquiry  into  the  causes  of  value  is,  in  reality,  an 
inquiry  into  these  external  circumstances,  Avhich 
operate  so  steadily  upon  the  minds  of  men  in  the 
interchange  of  the  necessaries,  comforts,  aud  con- 
veniences Of  life,  as  to  be  subjects  of  inference 
and  calculation.” 

Thus  Mr.  Bailey  accurately  sees  that  the 
source  or  foundation  of  value  resides  in  the  mind, 
and  not  in  labor,  as  the  second  school  of  Political 
Economy  held. 

But  he  hits  gone  one  step  too  far  in  the  con- 
sideration of  causes,  p.  190.  “It  has  been 
sheAvii  that  the  immediate  causes  of  value  are 
the  considerations,  Avhidi  act  on  the  minds 
of  human  beings,  and  that  the  circumstaTice^s 
which  form  or  furnish  those  considerations  must 
be  the  causes  into  tr/uV7i  the  economist  has  to 
inquire^  We  have  shewn  (Preliminary  Dis- 
course), that  the  causes  Avhich  act  upon  the 
mind  are  beyond  the  ])alc  of  Political  Economy. 
Having  got"  his  motive  poAver,  the  Political 
Economist,  qua  Economist,  has  no  business  to 
impiire  any  further,  any  more  than  the  engineer 
cares  to  inquire  into  the  chemical  causes  of  the 
]>0Aver  of  steam,  or  the  astronomer  to  imiuire  into 
tlie  metaphysical  causes  of  gravity.  Each  of  these 
inquiries  belongs  to  a superior  science,  and  it  is 
absolutely  essential  that  a due  gradation  of 
sciences  be  observed.  The  question  of  tlie  causes 
of  the  considerations  Avhicli  act  upon  the  mind 
belongs  to  the  science  of  Morals,  and  not  to 
Political  Economy,  and  must  be  kept  ess.  utially 
distinct. 

Mr.  Bailey  then  sheAA's  the  fallacy  of  the 
Axioms  obtained  by  Ricardo  and  his  folloAvers, 
p.  *207 — It  is  manifest  tliat,  if  the  unqualified 
doctrine  as  laid  doAvn  by  .some  Avriters,  Avere  cor- 
rect, the  value  of  any  eommoditv  Avould  be 
strictly  representative  of  the  quantity  of  labor 
expended  on  its  production  from  first  to  hist. 
‘ If/  a.s  Mr.  Mill  exi»resses  it,  ‘iiuautity  of  labor 
in  the  last  resort,  determines  the  proportion  in 
Avhich  commodities  exchange  for  one  another,’  or, 
as  it  is  stated  by  the  author  of  the  Templars’ 
Dialogues,  ‘commodities  are  to  each  other  in  value 
as  the  quantities  of  labor  employed  in  their  jno- 
duction  / or,  as  it  is  laid  doAvn  by  Mr.  McCul- 
loch, ‘the  exchangeable  value,  or  relative  worth 
of  commodities  as  compared  with  each  other,  de- 
pends exclusiAcly  on  the  quantities  of  labor 
necessarily  required  to  produce  them  then  it 
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follows  that  any  two  commodities  which,  at  any 
time,  oxehaiige  for  each  other,  (jmttiuj;  aside  all 
lluctuations  of  market  value,)  must  have  been  pro- 
duced by  exactly  the  same  quantity  of  labor.  If 
a quarter  of  wheat  is  exchanjred  for  a piece  of 
liuen,  these  two  comim>dities  must  have  required 
the  same  labor  to  bring  them  to  the  condition  in 
which  tliey  are  exchanged. 

“N<ov,  thi.'^  cannot  be  true,  if  we  can  hud  auy 
instances  of  the  following  nature ; — 

“1.  Cases  in  which  two  commodities  have 
been  imalneed  by  an  equal  quantity  of  labor,  and 
yet  sell  for  different  (luantities  of  money. 

“2.  Cases  in  which  two  commodities  once  equal 
in  value,  have  become  unequal  in  value,  without 
any  change  in  the  quantity  of  labor  respectively 
employed  in  each.” 

‘^Cases  of  the  first  kind  are  exceedingly  mime- 
rons.”  And  he  enumerates  a number  of  cases 
under  each  head,  which  shew  that  the  general 
rule  proposed  by  these  writers,  is  quite  fallacious. 
And  he  imtices  the  most  extraordinarv  d<x*trine 
maintained  by  Mr.  dames  Mill,  and  subsequently 
ado])ted  by  Mr.  McCulloch, — “The  author  of  the 
Elements  Tolitical  Economy,  has  made  a 
curious  attempt  to  resolve  the  otFects  of  time  into 
expenditure  of  labor.  ‘If,’  says  he,  ‘the  wine 
which  is  jmt  into  the  cellar  is  increased  in  value 
one-tenth  by  being  kept  a year,  one-tenth  more 
of  labor  maybe  correctly  considered  as  having 
been  exjtcnded  upon  it.’” 

“ Now,  if  any  one  )>roposltiou  can  be  affirmed 
witliont  dispute,  it  is  this,  that  a fact  can  be  cor- 
rectly considered  as  having  taken  }»lace,  only 
when  it  really  has  taken  place.  In  tl»e  instance 
adduced,  no  human  being,  by  the  terms  of  the 
supposition,  has  approaclied  the  wine,  or  spent 
upon  it  a moment  or  a single  motion  of  his 
muscles.  As,  therefore,  no  labor  has  been  really 
exercised  in  any  way  relating  to  the  wine,  a 
tenth  more  of  labor  cannot  be  correctlv  con- 
?idered  as  having  been  expemled  u]H)U  it,  unless 
that  can  be  truly  regarded  as  having  occurred, 
which  never  ha]>peuetl.” 

This  strange  liypothcsis  is  an  example  of  tlie 
shifts  men  are  driven  U>,  when  they  take  up  one 
preconceived  idea,  and  are  determined  to  square 
everything  by  it.  A very  ajit  example  of  Bacon’s 
Aphorism  already  quoted. 

In  a note  at  page  he  points  out  that 
Ricardo  has  used  tlie  word  Value  in  seven  senses, 
and  yet  he  i.s  usually  t>raised  for  his  consistency 
in  the  use  of  that  fundamental  term ! 

This  little  work  well  <leserves  the  most  atton- 


;ive  study,  but  like  all  others  of  its  character, 
which  is  merely  desirnetice,  or  an  exposure  of 
uiidamcntal  fallacies,  it  is  in  danger  of  passing 
.nto  oblivion,  however  successful  it  may  be  in  its 
purpose.  A work  to  Iiave  vitality  must  be  con- 
itructive.  It  is  tins  which  has  given  vitality  to 
Ricardo’s  work,  because,  however  eiToneous  it 
may  be,  it  is  consfr/tetive,  and  there  can  be  no 
iope  of  superseding  it  until  a constructive  work 
IQ  written,  on  opposite  })rinciples. 

This  work  having  been  attacked  in  very  coarse 
*erms  in  an  article  in  tlie  Westminster  Review^ 
Mr.  Bailey  replied  in, 

A letter  to  a Political  Economist^  occasioned  hy 
in  article  in  the  *‘  Westminster  RevieWt*  on  the 
^ilbject  of  Value.  London,  18*26. 

Money  and  its  vicissitudes  in  Value,  as  they 


a ffect  Nafiomd  Industry,  and  pecuniary  contracts. 
London,  1837. 

A Defence  of  Joint  Stock  Banks,  and  Country 
Issues.  Lomhm,  1840. 

BAILLEUL  JAQUES  CHARLES-Born 
at  Bretteville,  near  Havre,  in  1762.  He  was  a 
member  of  the  ('onvention,  of  the  Conneil  of  Five 
Hundred,  and  of  the  Chamber  of  Deputies  under 
the  restoration,  ami  under  Louis  riiillipe.  He 
was  also  one  of  the  founders  of  the  Journal  du 
Commerce,  along  with  his  brother  Anthony,  in 
1794.  He  died  I6tli  March,  1843. 

I'amiee  du  ncgociant  et  du  manvfacturier,  ou 
Rerueil,  par  ordre  de  matitres,  de  traites,  lois^ 
arretes  ei  reglemcnts,  concemant  le  commerce,  les 
manufactares,  les  colonies,  et  la  nuirine,  depuis  le 
18  Brumaire  an  VIII.  Ikiris,  1803. 

Sur  les  finances,  et  sur  les  factions,  considerees 
cojiime  cause  du  discredit  actuel,  et  de  la  misere  du 
peujde,  rari>,  1799. 

J)e  la  richesse  et  de  Timpot.  Paris,  1816. 

Situation  dr  la  France  consuUree  sous  les  rap* 
porU  politifjues,  reUgieux,  administratifs,financiers, 
commerciaux.  Pans,  1819. 

Du  moiwpole  et  de  la  culture  du  tahac.  Paris, 
1818. 

Principes  sur  le.^quels  doivent  reposer  les  eta- 
hlissements  di  prevoyance,  tels  que  caisses  de- 
pargne,  tontines,  assurances  sur  la  vie,  Paris, 
18*21. 

Rifututinn  du  rapport  du  M.  le  Baron  Fourier, 
sur  les  tontines.  Paris,  1821. 

Trade  du  commerce  des  fonds  publics,  d propos 
det affaire  de  M.  M.  Perdonnet  et  Forbiu-Jan- 
son.  Paris,  H23. 

Du  rembou/  semeni  et  de  la  reduction  de  Tinteret 
des  rentes  sur  retut,  en  France.  Paris,  1823. 

Lettre  centre  Unite  espece  de  remhoursement  de 
la  rente,  autre  (pic  la  rachnt  par  la  eaisse  damor^ 
tissement,  adressee.  Paris,  1830. 

Lettre  sur  h‘s  vices  de  f amortissement,  avant  et 
apres  la  loi  de  1823,  aoec  V indication  des  principes 
qui  doivent  en  regler  la  marche  et  femploi,  a- 
dressee,  Paris,  1830. 

Denxieme  Irttresur  les  vices  de  V amortissement. 
Paris,  1830. 

Petites  lettns  sur  de  grandes  questions; 

Lettre  No.  3,  contre  les  differenU  taux  attribuees 
au  capital  nominal  des  rentes  sur  Cetat.  Paris, 
1830. 

Lettre  No.  4;  Necessite  dhdnirer  les  cla.ues 
onvriercs  sur  leiirs  veritahles  iuterets,  par  la  con- 
nai.ssance  de  leur  position  soviale,  Paris,  1830. 

Lettre  No.  3 ,•  Des  contributions  indirectes,  de 
fimpot  .sur  les  hoissons ; en  general  des  vices  qui 
se  sont  introd/iits  dans  les  discussions  de  finances. 
Paris,  1830. 

Lettre  7 ; Prqjet  d line  Ban([ue  de  garantie  pour 
fescompte  des  effets  de  commerce ; — Bncore  un 
mot  sur  r amortissement  des  rentes  sur  f Hat, 
et  sur  le  prqjet  adoptv.  par  la  chamhre  des  deputes. 
Paris,  1830. 

Rentes  dites  cinq  pour  cent  sur  T Hat,  remhourse- 
meat,  converswim,  rctruncheinent.  Paris,  1836.  G. 

BAILLY,  ANTOINE —Born  at  Paris,  *20th 
November,  1780.  Inspector  General  of  the 
Finances.  Died  in  1831. 

Histoire  financierc  de  la  France,  depuis  VorU 
gine  dela  monarchie,  jusqd  d la  Jin  de  1789,  avec 
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un  iahleau  general  desancimn^  impontions,tt  un 
Hat  des  recettes,  et  des  depenses  du  tresor  royal,  d 
la  mt-me  ej)oque.  Paris,  1820. 

Expose  de  V administration  genhrale  des  fi- 
nances du  Royaume~Uni  de  la  Grande  Bre- 
tagne et  dirlande,  contenant  des  doeumenis  sur 
VHhuiuier,  la  defte  nationale,  les  bangues,  les  navi- 
gations, les  consommations,  6;c. ; si/r  le  produit  et 
I'emploi  des  contributions,  droits,  taxes,  pi  ages  et 
emoluments  percus  par  VHat,  le  clerge,  la  magis- 
trature,  les  comics,  les  paroisses,  les  corporations, 
les  tiiidaires  d^ offices.  Paris,  1837. 

These  two  works  are  the  best  ou  their  respec- 
tive subjects.  The  author  wa.s  sent  ou  a s]>ecial 
mission,  and  resided  for  a long  time  in  Great 
Britain,  to  study  the  details  of  the  financial 
system,  and  had  official  documents  put  at  his 
disposal. 

BAILLY,  JOSEPH,— Born  at  Besan^on  in 
1779.  He  studied  medicine,  and  accompanied 
the  French  Expedition  to  St.  Domingo,  as  health 
officer.  He  also  was  ]jresent  at  the  camitaigus 
in  Germany  and  Russia;  ami  in  1823  was  chief 
of  the  medical  stall’  in  tiic  Expedition  to  Spain. 
He  died  13th  December,  1832. 

Essais  sur  Vagriculiure  dans  ses  rapports  acec 
les  arts  industriels. 

Recherches  sur  les  moyens  employes  successive- 
ment  en  France  pour  extirper  la  mendicite,  et  re- 
primer  le  vagabondage. 

BAILYj  FRANCIS,— Born  in  Berkshire  in 
1774.  He  was  for  many  years  a member  of  the 
Stock  Exchange,  ami,  in  some  differences  they 
had  Avitli  the  Corporation  of  London,  he  wn>te 
some  j)amphlets  on  their  side,  which  gained  him 
much  popularity.  He  also  jjublished  some  works 
oil  assurances,  whicli  were  Iield  in  high  esteem  in 
this  Country  ami  abroad.  In  1820  he  was  one  of 
the  founders  of  the  Astronomical  Society,  am!  for 
.some  time  President.  The  reform  of  the  Nau- 
tical Almanack  was  brt.uglit  about,  greatly  by 
his  influence.  He  retired  from  business  in  18*23, 
with  a large  fortune,  and  thenceforth  devoted 
himself  enth*ely  to  astronomical  pursuits,  in 
which  lie  ac(iuired  a high  reputation.  He  was 
employed  by  Government  to  fix  the  standard 
3’ard  measure,  which  had  been  lost  in  the  fire  at 
the  Houses  of  Parliament  in  1834.  He  was  also  en- 
gaged in  many  other  scientific  investigations.  He 
died  30th  August,  1844,  He  was  a Fellow  of 
the  Royal  Society,  and  a Corrcsjiondiiig  Member 
of  the  Institute  of  France. 

Tables  for  the  Purchasing  and  Reneivuig  of 
Leases,  SfX.  London,  1802. 

The  Doctrine  of  Interest  and  Annuities.  Lon- 
don, 1808. 

The  Doctrine  of  Life  Annuities  and  Insurances. 
Loudon,  1810. 

This  work  has  been  translated  into  French. 

Theorie  des  annuiUs  ciageres,  et  des  assurances 
sur  la  vie,  suivie  d*un  collection  de  tables  relatives 
d ces  matieres.  Traduit  pur  .iVJfred  de  Courcy. 
Paris,  1836. 

BAINES,  EDWARD  , — Joint  jtroprietor  and 
editor,  with  his  brother,  of  tlie  Leeds  Mercury. 

An  Address  to  the  Unemployed  Workmen  of 
Yorkshire  and  Lancashire,  on  the  present  distress, 
and  on  Machinery.  Loudon,  1826. 

PART  I.  VOL.  I. 


Tlistory  of  the  Cotton  Manufacture  in  Great 
Britain,  with  a notice  of  its  early  history  in  the 
East;  a DescHption  of  ike  great  Mechanical  In- 
ventions which  have  caused  its  extension  in  Bri- 
tain. and  a View  of  the  Present  State  of  the  Ma- 
nufacture. London,  1 835. 

The  Social,  Educational,  and  Religious  State 
of  the  Manufacturing  Districts;  with  Statistical 
Returns  oj  the  Means  of  Education  and  Reli- 
gious Instruction  in  the  Manufacturing  Districts 
of  Yorkshire,  Lancashire,  and  Cheshire.  London, 
1843. 

The  Manufacturing  Districts  Vindicated, 
Leeds,  1843. 

On  the  Value  of  Education  to  the  Working 
Classes.  The  Duty  and  Interest  of  Parents. 
Leeds,  1852. 

On  the  Value  of  Education  to  the  Working 
Classes.  London,  1832. 

BA  JOT,  LOUIS  MARIN, — Born  at  Paris 
9th  September,  1775,  has  held  various  offices  in 
the  department  of  the  .Marine. 

Revue  de  la  marine  Francaise  depuis  son  origine 
jusqu’ d nos  jours.  i*aris,  1800. 

Repertoire  de  Vadministrateur  de  marine,  ou 
tables  alphabvtiques  par  ordre  de  dates  et  de  ma- 
tures des  jjrincipales  lois  relatives  d la  inarine  et 
aux  colonies,  depuis  leur  origine  Jusquf  d ce  jour. 
Paris,  1814.  G. 

BALANCE  OF  TRADE. — This  expression  is 
a pregnant  example  of  Bacon’s  ajihorisin  that  the 
fallacies  of  language  are  the  most  troublesome  of 
all,  and  of  the  extreme  difficulty  of  eradicating 
those  which  have  some  portitui  of  truth  in  them. 
It  is  also  a conclusive  reply  to  those  persons  who 
think  that  attention  to  the  meaning  of  words  is  of  no 
consequence  in  Political  Economy.  It  is  a most 
humiliating  instance  of  the  way  in  which  the 
most  eminent  StateMUeu  and  the  most  enlightened 
nations  may  be  duped  and  misled  fur  a long 
course  of  time  by  an  expression,  which,  when  it 
comes  to  be  analysed  and  probed  by  men  who 
liegiii  to  investigate  the  true  nature  of  things,  is 
discovere<l  to  be  the  nuist  pal]>nble  delusion  that 
ever  deceived  the  senses  of  maiikiml. 

2.  This  amazing  fallacy  may  now  be  con- 
sidered io  be  exploded  among  all  men  who  have 
the  slightest  jiretensions  to  any  real  knowledge 
of  the  matter,  though  it  does  still  linger  in  a few 
quarters.  Its  overthrow'  gave  rise  to  what  we 
call  the  first  school  of  Political  Economy  of 
modern  times,  founded  by  (iuesnay,  and  the 
ecommiLts  of  the  eighteenth  century.  It  may 
claim  s<nnc  attention  at  our  hands  because  its  ex- 
l)lanation  will  well  illustrate  some  of  the  funda- 
mental principles  of  Political  Economy. 

3.  As  this  error,  hoAvever  extensively  it  pre- 
vailed, or  hoAvever  important  it  was  in  its  day,  is 
now  exploded,  we  shall  not  spend  much  time  in 
deciding  where  it  arose.  It  is  sufficient  to  say 
that  England,  France,  and  Italy,  all  contend  for 
the  honor  of  the  caji  and  bells.  A considerable 
number  of  writers  in  each  country  contributed  to 
establish  it,  nor  do  we  care  to  settle  tlie  iiriority 
of  folly.  Though  Sitain  may,  probably,  be  really 
entitled  to  it.  In  the  conquest  of  the  iiew'  Avorld, 
gold  Avas  their  chief  olqect  of  ambition.  The  new* 
acquisitions  Avere  estimated  chiefly  as  they  Avere 
capable  of  producing  the  precious  metals.  From 
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iiis  tlie  idea  gi-adunlly  extoiidod  and  prevailed, 
hat  the  precious  metals  were  tlic  only  s]'ecies  of 
A'ealth ; ami,  by  a confusion  of  ideas,  it  was  sup- 
loseilthat  the  object  of  all  trade  was  to  acquire  the 
wecious  metals.  It  followed  fr*mi  this  that  thepro- 
its  uf  trade  were  estimated  just  as  they  bnm;rht  in 
,'old  and  silver.  It  is  said  that  an  Italian  writer, 
Botent,  in  the  sixteenth  century,  was  one  of  the 
•arliest  to  adopt  this  doctrine.  Moalaiirnc  stands 
.me  ()f  the  lir^t  in  this  bad  comi»any,  for  he  lays 
t down  that,  in  tradinjr,  whatever  one  party 
'/(fillet,  the  other  parly  must  lone.  A doctrine 
ibsurd  on  the  face  of  it,  beeause,  if  one  i>arty  h*st, 
whv  >hoiild  lie  continue  to  trade?  It  is  clear 
on  the  ^li;rhte^t  ivtlectiou  that,  in  eomnuTce,  hoih 
sides  must  j^ain,  for  if  not,  it  would  immediately 
cease. 

4.  Ilavin^^  thus  ado]>ted  the  opinion  that  gold 
and  silver  were  the  only  species  of  wealth,  that, 
in  cmmerce.  what  one  side  gained  the  other  lost ; 
they  then  began  to  estimate  how  much  the  gain 
Ml-  tiu*  loss  was,  atid  they  tlid  it  in  this  way: 
— They  said  that,  if  the  exports  t>f  a country 
exeetded  the  im]»orts  in  raluc,  that  the  hahuue 
mu't  be  received  in  money,  and  that,  if  the 
imports  exeeeded  tlu'  exports,  tlie  balann* 
must  be  paid  in  money.  'Hie  ditlereiico  in 
value  ln‘tneen  llie  ex]iorts  ami  the  imports  was 
railed  ilie  Indanve  of  Trade,  whleli,  it  was  as- 
sumed, must  be  paid  in  money,  and  the  trade  of 
a eountry  was  eon>i»h  ied  favtjrable  or  adverse, 
according  as  the  balance  was  for  or  against  it. 
'J'hat  is  to  say,  tin*  pndit  was  held  tocoii'ist  inlhe 
quantity  by  which  the^alueof  the  exi>orts  ex- 
ceeded i!ie  value  of  the  imports,  and  the  loss  “was 
held  to  consist  in  the  (piantity  by  which  the 
value  of  the  imports  exceeded  the  value  of  the 
exports. 

o.  In  order  to  plan*  llie  matter  still  more 
clearly  before  our  readers,  we  will  give  a state- 
ment of  it  from  some  eniiuent  witnesses.  Mr. 
Irving,  Insjurtor-tJeiieral  of  Imports  ami  Ex- 
ports, being  examiiu*d  before  tlie  Committee  of  | 
Serrecy  in  17!>7,  was  a^ked  what  the  meaning  of 
the  exjiressiou  was,  and  lie  said,  The  common 
mode  of  considering  that  qiieslion  has  been  to  si*t 
otV  the  value  of  the  inqMU'ts,  as  stabal  in  the  I 
public  aecounts,  against  the  value  (»f  the  exports,  ; 
and  the  ditfereiice  between  the  one  and  the  other 
ha**  lieeii  considered  as  the  measnreof  the  increase 
or  decrease  of  the  national  profit."  And,  ^Ir.  ' 
Iloare,  a banker  of  eminenee  for  tweiit3*-two 
years  said,  I consider  the  only  proper  means  of 
bringing  gold  and  silver  into  this  country  to  arise 
from  the  surplus  of  our  exports  over  our  imports, 
and  that  ratio  or  pn)portioii,  which  is  not  im- 
pinged in  goods,  must  be  paid  for  in  biiHioii.  In 
the  year  I7IK),  the  imports  of  this  cintntry  ap- 
pear to  Ite  TTlh7HH.92d,  and  tlie  ex]>orts  appear 
to  be  £drl4J4,5hd,  which  onglit  to  have  brought 
to  this  country  bullion,  to  the  amount  of  that 
ditfereiice,  or  So  also,  Necker 

( I>e  Vadminisfrution  des  Jhiances  de  la  France, 
VoL  II, lo8J  says,  “ Le  tableau  de  la  balance 
(In  commerce,  est  la  representation  des  eehaiiges 
(rune  nation  avec  les  autres  nations;  cette  balance 
jmrait  favorable  lorstpio  la  somme  de  sos  exitorta- 
tions  i‘st  plus  considerable  (lue  celle  de  ses  iiniior- 
tations;  elle  lui  anuoiice  unc  perte^  lors(i’  au 
coiitraire  il  a plus  aehete  que  vendu." 

6.  Notwitlistandiug  this  eoiicurrence  of  emi-  i 


iicnt  men  on  this  subject,  the  very  statement  of 
the  question  as  given  by  them  carries  on  the  face 
of  it,  the  most  palpable  evidence  of  its  hdly  to  any 
one  who  takes  the  trouble  to  redect.  In  the  first 
Itlaee,  even  sujtposing  the  value  ot  the  exports  is 
given  correclly,  it  is  taken  at  their  cost  price 
before  they  leave  the  country,  and  before  any  ex- 
penses of  trail -^port,  &c.,  have  been  added  to  it. 
On  the  contrary,  the  value  of  the  imjiorts  is  taken 
including  the  exiionses  of  transport,  i^cc.  So  that 
it  is  (piite  clear  that  unless  the  value  of  the 
imports  cxcecls  the  value  of  the  exjiorts  by  sutii- 
cient  to  defra>  all  expenses  of  transport  ot  both 
cargoes,  the  trade  must  be  mi  absolute  loss.  Ihus, 
let  us  suppose  that  the  value  of  the  exports  is 
T1,000,  at  the  time  they  leave  the  shores  of 
England,  by  the  time  they  reach  South  Amerioi 
say,  the  expenses  of  transport,  insurance,  ^^c.,  will 
jirobably  male  their  cost  of  ])n»duetiou,  or  the 
exjiense  of  ]»1aeing  them  in  the  foreign  market, 
T 1, 0.70,  which  sum  they  must  fetch,  if  tlu>y  are 
not  to  leave  an  absolute  loss  on  the  transaction. 
Now,  if  we  imagine  them  sold  at  that  sum,  and 
the  jn’oc(*eds  invested  in  country  produce  and 
remitted  to  Ihigland.  the  value  of  that  produce 
before  it  leases  the  foreign  market  would  be 
iJI,0o0,  by  the  time  it  reaches  England  the  ex- 
peiiS(‘S  of  frcigiit,  insurance,  may  well 

amount  to  X.»0  more,  so  that  unless  the  value  of 
the  import  be  TI,I00,  there  will  be  au  absolute 
Ions  upon  the  transaction.  But  it  is  (juite  evi- 
(h'lit  tliat  the  proiit  of  the  merehant  entirely  con- 
si<ts  in  the  Aaliie  of  the  import  exceeding  the 
; value  of  the  export,  and  the  mea-ure  of  his  profit 
is  exactly  the  quantity  by  which  flic  import  ex- 
ceeds t!ie  exiiort  iu  value,  after  deducting  the 
exiKMises  of  tiansiiort,  insurance,  &e.,  lM*lh  ways. 

7.  Let  us  take  a very  simple  example  of  the 
I rudest  description  of  trading,  which  Mill  yet  be 
found  to  ilhisiratc  it  as  M'ell  as  the  nio>t  elaborate. 
When  our  ships  tirst  traded  to  the  S^iuth  Sea  Is- 
lands, they  took  with  them  axes,  coloured  beads, 
and  otlier*ti‘itles,  M liich  -were  of  very  little  value 
in  tins  country,  and  bartered  them  fbr  all  sorts  of 
curiosities,  slndls,  &c.,  Mhieh  were  very  valuable 
ill  England.  A pair  of  tine  ^hells  from  the  South 
Seas,  in  many  cases,  is  Avorih  ten  guineas  iu 
Euglmid,  Avhicli  iierhaps  an  EngliNli  sailor  ob- 
tained in  exeliange  for  an  axe  Avliieh  cost  *2s.  6d. 
The  English  saihws  thought  the  natives  very 
simple  to  give  away  so  many  valuable  curiosities 
for  such  Common  things,  AVe  cannot  doubt  that 
the  natives  had  exactly  the  same  ojiiniou  of  the 
Engli.di  sailors;  they  ihought  them  great  simple- 
tons to  give  iiAvay  such  valuable  things  as  axes, 
beads,  &c.,  for  so" common  things  as  a foAv  shells. 
Each  i»ai-tv,  Iiuavoa'ci*,  exchanged  Avhat  Avas  com- 
mon and  cdieap  in  his  oavii  country,  f(*r  Avliat  Avas 
scarce  and  valuable.  The  axes  Avere  infinitely 
more  valuable  in  Feejce  than  the  .shells,  the 
shells  Avere  ntanv  times  more  valuable  in  London 
than  the  axe.*^.  Thus,  an  English  sailor,  by  gW- 
ing  aAvay  iu  rliaps  *2s.  6d.,  gained  in  ex(^diangc 
Avhat  Ava.s  Avorth  ten  guineas,  and  the  ditference 
Avas  his  profit.  And  thus  botli  parties  gained  by 
the  commerce.  The  shells  Avere  Avorth  many 
axes  in  Lond-m,  the  axes  Avere  Avorth  many  shells 
iu  Feojee;  and  this  is  the  genuine^  spirit  of  com- 
merce. This  sinqile  transaction  is  a type  of  all 
commerce.  The  A'aluc  of  the  shells  iu  Loudon 
arises  from  the  desire  of  the  people  iu  Loudon  to 
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possess  them,  and  their  scarcity ; the  value  of  the 
axe  in  Feejee  arises  from  the  gn'at  desire  of  the 
Feejeans  to  pos.se.ss  it,  and  the  scarcity  of  axes 
there,  TIio  coloured  beads  Avere  just  as  valuable 
to  the  i»oor  untutored  savages,  as  diamonds  to 
civilized  Europeans.  The  commerce  of  all  na- 
tions is  exactly  similar  in  jirinciple  to  that  be- 
tween the  .sailors  and  the  savages.  It  all  con- 
sists in  exchanging  things  Avhich  are  coinpara- 
th'ely  cheap  and  common  iu  two  countries  tbr 
Avhat  are  dear  and  scarce  in  them  reciprocally, 
and  of  course  both  iiarties  must  gain  by  the  a'cty 
nature  of  the  case.  But,  according  to  the  old 
doctrine  of  the  Balance  of  Trade,  England  hav- 
ing givLMi  an  axe  Avorlh  *i.s.  (>d.,  and  received  a 
pair  of  shrlls  AVorth  ten  guineas,  still  owed  the 
balance  whicli  refiuircd  to  be  jiaid  in  gold! 

8.  When  we  state  the  doctrine  thus,  in  all  its 
naked  ab-urdity,  it  Is  scarcely  credible  that  it 
could  impose  on  the  intellect  of  a child,  much 
less  u])oii  a clerk  Avho  had  been  six  months  in  a 
merchant's  ollice.  But,  nevertheless,  siuh  is  the 
unaccountable  facility  with  Avhich  mankind  is 
sometimes  gulled  and  befooled  by  the  most  trans- 
parent snphism;  nay,  the  plainer  it  is  sometimes, 
the  more  easily  does  it  deeeivt^  that  for  *200 
years  and  more  the  gi'eatest  statesmen  Avere  im- 
plicit believers  in  thi.s  doctrine  of  the  Balance  of 
Tra<le;  and  it  was  conceived  to  be  the  height  of 
commercial  and  political  Avi.Ndom  to  frame  legis- 
lation so  as  to  secure  a favorabU^  Balance  of 
Trade.  Nay,  J.  B.  Say  Nays,  “that  during  -200 
years,  during  Avhieli  statesmen  Avere  bliiuied  with 
this  strong  delusion,  no  less  than  fiftt  years 
Avere  spent  iu  commercial  Avars,  arising  dinvtly 
out  of  this  stupendous  t\dly.  Fifty  years  of  Avar 
AA'ith  its  unutteralile  horrors  Avaged  for  a chimera 
— a tietioii — a thing  Avhich  Iiad  ab-olutely  no 
existence  at  all ! Do  Ave  not  .say  truly,  A\iieu^  avc 
say  that  true  and  sound  vioAvs  of  Foliiical  Ik'o- 
iiomy  are  of  the  utmost  importance  to  mankind  ? 
True  Folitical  Economy  has  turned  the  light  of 
science  (m  a single  expres>ion,  and  the  result  has 
been  to  dcNtroy  for  ever  a f.illacy  Avhich  let  hiose 
upon  tlu;  earth  the  deimm  of  Avar  for  lifty  years! 

y.  Ami  tills  Avas  the  immortal  .service,  Avliich 
Qi'Esnav  and  his  folloAvers,  the  Economists  of  the 
18th  century,  did  to  mankind.  They  entirely 
overtlircAV  lliis  insensate  Doetriue  of  the  Balance 
of  Trade,  and  iluivby  laid  the  bumdatlons  of 
modern  i^olitical  Economy.  No  doubt  they,  too, 
fell  into  errors,  and  their  leading  doctrines  have 
passed  aAvay.  But  their  siqioremineut  merit,  of 
which  nothing  can  deprive  them,  Avas  that  tliey 
overthrew  the  doctrine  of  tlie  Balance  of  Trade, 
for  Avliich  they  deserve  the  eternal  gratitude  of  ! 
mankiud,  as  having  been  the  iiioneers  of  the  true 
system. 

10.  And  AA'C  obscFA'e  that  this  great  delii.^ion 
turns  a good  deal  upon  the  confusion  of  ideas 
about  a Avord,  because  it  Avas  siqipo-sed  that  if  the 
value  of  the  imports  exceeded  the  exports,  the 
ditference  must  be  paid  in  money,  Avhereas  so  long 
as  the  imports  Avero  the  actual  exchange,  or  pay- 
ment for  the  exports,  it  is  (piite  clear  that  there 
was  no  debt  at  all,  and  conseipiently  nothing  to 
pay.  But  it  sometimes  happeii.s  that  goods,  or 
commodities,  lU’e  inip<u*ted,  Avhich  are  not  paid  for 
in  comnntdities,  and  then  money  must  be  paid  for 
these  g<»ods ; or  if  a certain  species  of  article  is 
very  much  Avauted  iu  this  country,  and  there  are 


no  commodities  at  hand  to  pay  for  tliem,  it  some- 
times happens  that  bullion  requires  to  be  sent; 
and  Avhen  this  is  the  case  the  Exthanoks  are  said 
I to  be  unfiiA'ourablo.  These  circumstances,  and 
^ some  other."!,  give  rise  to  the  'rheory  of  the 
Foreign  Exchanges,  Avhich  is  full}'  discussed  in 
its  projier  place  (Exchangks,  Forkign). 

11.  The  doctrine  of  the  Balance  of  Trade 
being  so  thoronghly  ex])loded  iioav,  may  be  con- 
sidered as  having  lost  much  of  its  interest;  but 
those  Avho  Avish  to  sei;  it  treated  more  at  lengtii, 
may  refer  to  Adam  Smith.  Book  IV.,  chaps.  1-8, 
J.  IL  Say. — Trade  d Kenuntuie  Ptdddpte,  Hook  I. 
c.  17,  J).  13y-173,  or  his  Cours  d Eennomie  Poll* 
Partly.,  chajAS.  11,  12.  l.‘l.  Edition, 

(iuillaumin.  Also  to  the  Sophismes  Economvpies 
of  Basliat,  p.  7G. 

BALBI,  ADRIANO,— Bom  at  Venice,  25th 
April,  1782.  A celebrated  <l(‘ogi*a]dior,  Profess«ir 
of  Physics  and  (ieography  there.  In  1820  he 
married  and  AA'ent  to  Portugal,  Avhere  he  became 
, acfiuaintedAVilh  the  principal  statesmen,  and  men 
I of  science,  and  he  Avas  furiiiNhcd  by  the  govern- 
ment Avith  materials  for  his  AV'ork  on  Portuguese 
statistics.  He  then  went  to  Paris  fotd  published 
iu  French  a large  geographical  work.  emlnHlying 
rh(‘ results  of  (T(‘rman  research  in  ethnology  and 
l>]iilology.  He  received  the  as>istanc(;  of  most  of 
the  eminent  men  of  EuroiAC,  especially  A.  von 
Humbnldt,  ami  avus  assisted  by  the  French  go- 
! vornment.  He  died  Idth  March,  1S48. 

Essai  statiddjuc  sur  le  roffafintc  du  Portufral  el 
(r.l/g«rrc,  compare  uiix  autres  Huts  de  I Europe. 
Paris,  1822. 

Vanetes poldi<ines  ft  statisidptes  de  la  monarchie 
Portuf^tiisc,  Paris,  1822. 

La  monarchic  Frav(;aise  cnmparce  anx  princi“ 
pour  Hats  dc  P Europe,  Paris,  l82s. 

E Empire  Rnsse  compare  uux  principaux  Hats 
du  mondc.  Paris,  1829. 

The  World  compared  with  the  British  Empire 
1830. 

Statistiijue  compare  de  rinstrnction  fd  dn  nom* 
hre  dcs  crimes  duns  les  divers  arr<aidisscmcnts, 
dcs  academies^  ct  des  cours  royules  de  France, 
PiU’is,  1829. 

BALD,  ROBERT, — Civil  Engineer. 

A general  View  of  the  Coal  Trade  of  Scotland^ 
chiejiy  that  of  the  River  Forth  and  Midlothian. 
Edinburgh,  1812. 

BALDASSERONI  ASCANIO.— A judge  in 
the  UeA'cnue  Court  of  Leghorn. 

Trattato  deW  Assieurazione  Mai'dima^  del  cam- 
hio  maritimo^  delP  Acuria^  e Icggi,  e costumi. 
Firenze,  1801. 

BALDASSERONI,  POMPEO,-  Brother  of 
the  preceding,  born  at  Leghorn  about  tlie  middle 
of  the  I8th  century.  He  studied  laAv  at  PiNa, 
and  having  tilled  some  inferior  positioirs  at  Sienna 
and  Genoa,  he  AA-as  appointed  a member  of  the 
High  Court  of  Modeua,  aud  then  one  of  the  Court 
of  Appeal  at  BrcNcia,  Avhere  he  died  iu  1807. 

Leggi  € cosiunii  del  camhio,,  ossia  trattato  delle 
lettere  del  canibio.  Modena,  1805, 

BALLERINI,  PIETRO,  — Born  at  Verona, 
7 September,  1698;  a celebrated  ecclesiastical 
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« "iter  of  tlio  18th  century.  TTavinr;  cnjrap:ofl  in  a 
M irm  c»mtroversy  about  imtry  with  Scij»io  Mallei, 
h ]>nblish(;d  several  works  on  the  subject.  He  j 
<l  ed  about  1764.  i 

De  jure  divino  et  naturali  circa  usurnm  lihri  \ 

r,  , 

Mndlcia*  juris  dicini  ac  naturalis. 

BALLOIS,  LEWIS  JOSEPH  PHILIP- 

I mi  at  Peri^Mienx  (I)ordo^aie')  in  177S.  lie 
iblislied  at  Bordeaux  an  excellent  newsitaiier, 
r '^hserratrur  de  la  Dordogne.  In  17M8  hiscouii-  : 
t.  yniau,  Lainarque,  beinj;  appointed  ambassaib^r 
t Sweden,  cliose  him  hia  secretary,  but  the  ap- 
1 autment  beiuu^  refused  conhrmation  by  the 
1 irectory,  Ballois  was  so  much  chagrined  that  he 
t ied  to  commit  suicide,  but  did  not  succeed.  At 
t ;e  18th  Bnimaire  his  paper  was  suppressed, 
a id  he  then  devoted  himself  to  Political  Economy. 

J e was  elected  a member  of  the  Academy  of  ^ 
1 ordeaux,  and  associate  correspondent  of  the 
I olytechnic  Society,  a member  of  the  Academy 
t Legi>lation,  and  per]>etual  seendary  of  the  Sta- 
t stical  Society  founded  at  Paris  otli  February, 
HO;}.  He  died  the  same  year  from  the  conse- 
K lienees  of  his  wound. 

Annah‘.s  de  Statistiqne  Franqnise  et  vtrangcre. 

1 aris,  ISO-J. 

Stir  r Agriculture,  les  finances,  hs  slafisfiqucs, 
f ' longt'cife:  snide  d*un  aperpi  sur  les  sources  du 
7 'cemte  public.  Translated  from  a work  of  Sir 
. oha  Sinclair.  Paris,  1802. 

BALSAMO,  PAOLO,  L'AnuATE, — Born  at 
'ermini,  in  Sicily,  7th  March,  176:}.  An  Italian 
i .rricullurist  and  economist,  whose  works  are 
• ill  Iield  in  high  re]>ute.  He  was  appointed 
] ’rofessor  of  .Vgriculture  in  the  rniversity  of 
. 'alermo,  and  enjoyed  the  profits  *>f  a rich  Abbacy. 
He  Avas  sent  by  the  government  of  Naples  to 
1 .ombardy,  France,  and  England,  where  he  formed 
: n intimacy  Avith  Arthur  Ytmng.  the  autiior  of 
. [vnnls  of  Agrivulf lire.  He  jiroposed  many  tinan- 
< ial  reforms,  which  A\'ore  adopted  by  tlie  king, 

' ho  api»oinled  him  his  librarian.  The>e  reforms 
! ;id  for  their  object,  a more  equal  distribution  of 
1 ixation,  Avhich  weighed  heavily  and  unjustly 
1 poll  agriculture.  He  died  at  Palermo  in  1818. 
vinoug  his  coutributinus  to  agricultural  economy 
: re  : — 

11  oonsianie  %'ile  prezzo  di  gened  non  denota  e 
on  cagiona  rkhezza  et  prosperiia  ncllo  siato. 

Lo  spendersi  del  denaro  in  un  paesc  quali  utili 
dt  tiiproduca  ncl  jmese  medesimo. 

GU  inicressi  nazionali  e la  ginsUzia  ridiiedono 
he  non  si  arvilisca  il  valore  della  moneta. 

DUigenze  e praiichc  perche  U I'ini  regger  pos- 
. ouo  alia  narigazione  ed  alia  hingha  conservazmie. 
Sopra  la  birra,  U sidro,  e Vidromele. 

Pcasieri  sopra  Vagiiroliura  di  Sicilia. 

Sopra  Vinjluenta  ddle  scienze  ncl  miglioramenio 
klle  arti. 

Sopra  il  p>i<tcere  ddV  agricoltura,  manoria  di 
1.  Young;  tradotta  dalV  Inglese. 

Sopra  i dazi  relatii'emeute  alVagricoltura,  ed 
dla  richezza  nazionale. 

La  senttuza  del  villano — .11  villano  Jilosofo^ 

BANDINEL,  JAMES. 

Some  account  of  the  Trade  in  Slaves  from 
. ifrica,  as  connected  with  Europe,  and  America, 


from  the  inirodneiion  of  the  Trade  into  modern 
Europe  down  to  the  present  time;  especially  with 
reference  to  the  efforts  made  by  the  British  Go- 
vernment for  Us  extinction,  London,  1842. 

BANDINI,  SALUSTIO  ANTONIO.-Born 
at  Sienna,  10th  April,  1677.  An  Italian  econo- 
mist, Avho  AA'jis  designed  by  bis  family  for  a mili- 
tary career,  but  liad  such  a taste  for  science,  that 
ho  a]>piied  himself  to  study  the  causes  Avhich 
]u**Hluced  the  unhealthiness  of  tlie  marshes  ot 
Sienna,  and  he  published  a A\’ork  of  great  utility 
on  this  subject,  Avhich  guided  the  Emperor 
Francis  1.,  and  his  son  the  Grand  Duke  Leopold, 
in  their  plans  of  reclaiming  tlie  Mareinma  of 
Sienna.  He  became  Archdeacon  and  President 
of  the  IdiA'sico-critical  Academy  of  Sienna.  He 
Avas  also  author  of  a AA'ork  whudi  has  been  .sup  ■ 
])0si'd  by  some  to  have  been  the  foundation  of  the 
doctrine  of  the  school  of  Economists  in  France. 
But  though  it  Avas  AATitten  in  17:17,  it  \Aas  not 
published  till  1775,  long  after  Qiiesnay  had  pub- 
lished his  doctrine.  It  is  included  in  Custodi’s 
Collection.  Bandini  died  in  1760. 

Discorso  Economico.  1737. 
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BANK. — Banking  is  one  of  the  two  grand  di- 
visions of  the  mighty  subject  of  (.’redit,  Avhich  is 
to  commerce  Avhat  the  steam  engine  is  to  mechanics, 
or  the  ditferenlial  calculus  to  nialhcmatics.  The 
subject  is  one  nf  immense  importance  in  Political 
Economy  and  Avill  deinaml  much  attention,  because 
Avc  shall  ondeaA'onr  to  shoAv  that  the  current  doc- 
trines of  tlie  day  on  Banking  ami  Credit,  are  as 
complete  a misconception  of  the  subject,  as  the 
docti*ine  of  tiie  Balance  of  Trade  Avas  in  its  daA', 
and  that  both  ilcUisions  spring  from  the  very  same 
cau>e,  a Avant  of  atteiititm  to  the  facts  of  the  case. 

2.  Before,  hoAAeAcr,  making  any  comments  on 
tlie  cnm*nt  o])iiuons,  or  revicAving  the  doctrines  of 
any  Avriter,  aa  i*,  shall  lay  before  our  readers  an 
exact  descri])tioii  of  the  actual  mechanism  of 
Banking,  and  we  slmll  draw  no  inferences  except 
such  as  arise  naturally  out  of  the  facts  detailed. 
Having  thus  laid  a solid  foundation,  by  exhibiting 
the  FACTS  of  the  case,  Ave  shall  then  proceed  to 
examine  the  current  opinions,  and  test  the  doc- 
trines of  certain  Avriters  by  that  standard. 

3.  It  will  tend  much  to  dear  u])  the  subject,  if 
Ave  begin  by  a short  inquiry  into  the  meaning  of 
the  AA'ords  “A  Bank,”  andxci  Bank,  and  what  the 
fmictions  of  the  Hrst  Banks  Aven*.  It  is  usual  to 
deriA‘0  thoAVord  Bank  from  the  Italian  AA'ord  banco, 
a bench,  because  the  hrst  money  changers  in  that 
country  used  to  pile  their  money  on  a bench.  It 
may  pos>ii»ly  be  that  the  Avord  “ hanker”  comes 
from  the  Ioav  1 itiii  AA  ord  Bancharius,hi\i  if  this  be 
so,  ])aradoxica!  as  it  may  appear,  it  seems  A'ery 
doubtful  if  tlie  Avords  A ILvnk  and  to  Bank  have 
any  etymological  connection  Avilh  “banker.”  At 
all  events,  hoAvever  that  may  be,  the  AV'ords  “a 
bank,”  and  “to  bank,”  have  acquired  a meaning 
altogether  different  from  that  of  the  business  of 
the  persoHvS  Avho  employed  a banco,  or  bench. 

4.  We  maA'  obsert'c  that  the  AA^ord  in  Italian 


BANK. 


BANK. 


for  a joint-stock,  or  common  fund,  is  Monte,  a 
hca]>,  a Bank,  formed  b)‘  the  contributions  of 
various  per.sons.  Thus,  the  public  Kians^  were 
always  called  Monti,  and  it  AA-as  the  commissioners 
charged  Avith  the  management  of  the  public  loans 
of  Venice,  called  d/on^i,  who  Avere  formed  into  the 
Bank  of  Venice.  So,  in  a little  tnict  entitled  A 
Piscoursc  concerning  Banks,  published  in 
and  known  to  be  by  a director  of  the  Bank  of 
England,  and  by  some  supposed  to  be  by  Paterson 
its  projector,  it'savs  that  there  are  three  kinds  of 
Banks'  the  first  for  the  mere  deposit  of  money, 
tlie  second  for  profit.  “ The  Bank.s  of  the  second 
kind,  called  in  Italy  iMoNTi,  which  are  for  the 
benefit  of  the  income  only,  are  the  Banks  of  Rome, 
Bolonia,  and  Milan.  These  banks  arc  made  up 
of  a number  of  persons,  who,  in  time  of  Avar,  or 
other  exigcncic.s  of  the  State,  advanced  sums  of 
mone}'  upon  funds  granted  in  iierpetuuvi,  but 
redeemable.”  “ The  third  kind  of  Banks,  which 
are  both  for  the  convenience  of  the  public,  and  the 
adA'untage  of  the  undertakers,  are  the  scA’cral 
Banks  of  Naples,  the  Bank  of  St.  George,  at 
(R'lioa,  anti  one  of  the  Banks  of  Bolonia.  Ihesc 
banks  huA’ing  atlvanced  sums  of  money  at  the  time 
of  their  establishment,  did  not  only  agree  for  a 
fund  of  perpetual  interest,  hut  were  allowed^  the 
privilege  of  keeping  cash."'  And  this  is  precisely 
the  meaning  of  tlie  AA'ord  Bank  in  our  earliest 
English  Avriters.  Thus,  Bacon,  says  “ Let  it  be  no 
Bank,  or  common  stock,  but  every  man  be  master 
of  ids  OAvn  money,”  a sentence  Avhich  is  quite  uu- 
intelligiblo,  if  hank  is  derh-ed  from  banco.  So 
also  Evclvn  {Diary,  Voh  *21 L)  speaks  of  the 
“ :Monte  di  Pieta,  at  Padua,  Avhere  there  is  a con- 
tinual Bank  of  money  to  as.sist  the  poor,”  avIktc 
it  evidently  means  an  accumulation  of  contribu- 
tions.  And  the  meaning  of  ^lonte  di  Pieta  is 
sinqilya  charity  bank.  So  also,  p.  216,  “The 
great  Banks  are  set  up  for  those  Avho  play  at 
bivsset,”  again  evidently  meaning  a heap.  So  also 
describing  the  scandalous  scene  at  Court  on  the 
last  Sundav  CA'cning  of  Charles  IL,  he  sa}-s,  (VoL 
II., p.  210),  “A  15ank  of,  at  least,  2,000  in  gold.” 
It  is  perfectlv  manifest  that  in  all  these  )>laces, 
the  word  Bank  is  the  equivalent  of  the  Italian 
word  Monle,  and  not  of  banco.  So  also  Blackstone 
confirms  this  vicAV ; he  sav.s,  ( Vol.  I.,p.  322,  Kerr  s 
Ediiion),  “At  Florence,  in  1344,  government 
oAved  i:60,000,  and  being  unable  to  pay  it,  formed 
the  principal  into  an  aggregate  sum  called  meta- 
phorically a Mount  or  Bank:'  Thus,  we  see  that 
tliere  are,  at  all  events,  Iavo  words  fiom  Avhich  our  i 
Avord  Bank  may  be  derived. 

5.  Let  us  noAv  inquire  Avhat  the  functions  of  ; 
the  lirst  banks  Avere.  It  is  often  said  that  the  | 
Bank  of  Venice  dates  from  1171.  In  the  sen.'^e  in 
A\  hieh  till'  Avord  is  used  at  tlie  present  day,  there 
never  Avas  a more  complete  ilehision.  The  tacts 
Avere  these:  In  that  year  the  Republic  being  en- 
gaged in  a disastrous  Avar,  levied  a forced  loan  on 
its  citizens,  Avhich  Avas  called  a Monte,  and  C\nn- 
missiouers  Avere  appointed  to  manage  the  transfer 
of  stock  and  the  iiaynieut  of  the  dividends.  Seve- 
ral subs(Mpienl  loans  Avere  contracted.  In  process 
of  time  Venice  became  the  centre  of  an  immense 
foreign  trade,  and  as  a natural  consetiuencc,  the 
foreign  traders  brought  a large  quantity  of  coin  of 
all  sorts  and  denominations.  These  coins,  more- 


OA'or,  Avere  greatly  clipped,  Avorn,  and  diminislied. 
This  degraded  state  of  rlie  current  coin  produced 
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intolerable  incom'cnicnce,  disorder,  and  confusum 
among  merchants  in  paying  or  receiving  payment 
of  their  bills.  To  remedy  this  it  became  necessary 
to  have  some  uniform  standard  of  payment.  The 
plan  devised  AA'as  this : In  the  year  1587,  all  the 
]uiblic  leans  AA'crc  consolidated  into  one,  and  the 
Commissioners  undertook  the  functions  ot  a Bank 
of  Deposit.  Every  merchant  brought  his  coins  of 
every  different  sfu*t  to  the  bank,  and  they  Avere 
Avcighod,  and  the  bank  gave  him  a number  of  notes 
exacth'  corresponding  to  the  real  amount  ol  bullion 
deposfted.  These  notes  promised  to  pay  the  bearer 
on  demand,  a definite  quantity  of  bullion  of  the 
projAcr  fineness.  Thus  they  insured  a uniform 
standard  of  payment,  and  it  Avas  enacted  that  all 
bills  upon  Venice,  above  a certain  amount,  should 
be  paid  in  bank  money.  Thus  this  bank  merely 
exchanged  notes  for  bullion,  and  bullion  for  notes, 
and  so  did  not  increase  the  quantitA^  of  the  cui-rency 
at  all.  It  AA-as  a pure  Bank  of  Deiwsit.  Thus 
the  origin  of  Avhat  we  should  call  thc^Bank  of 
Venice  dates  from  1587,  and  ncjtfrom  1171.  Ami 
sGA'cral  Avriters,  such  as  LaAv,  \ oltaire,  and  Hnine, 
sav  that  the  Bank  of  SAveden  dates  from  an  earlier 
I period  than  this.  The  money  of  SAveden  aa  ^s  at 
’ that  time  made  of  copper,  and  A cry  inconvenient 
to  make  payments  in,  a-s  it  requirc-d  a cart  to 
carry  a moderate  amount  of  it.  To  remedy  tliis  a 
pnbiic  Bank  of  Deposit  Avas  established,  Aviiere  the 
merchants  deposited  their  copper  money,  for  aa  liich 
they  receiA'cd  bank  notes  payable  to  bearer  on 
demand,  in  Avhich  payments  Avere  made,  LaAv 
.savs  that  this  Avas  the  earliest  institution  of  the 
kitid,  and  that  the  banks  in  Italy  were  subseiiucut 
to  it.  The  banks  of  Amsterdam  and  Hamburg 
were  for  the  same  general  pnrpo.<e;  they  rec*eived 
Imllion  and  coin,  and  gave  promissory  notes  pay- 
able to  bearer  on  demand  for  them.  None  ot  these 
banks  did  any  bu.-^iness  on  their  own  account,  by 
Avay  of  discounting  bills,  or  making  loans.  I bus 
wc  see  that  the  peculiar  function  of  all  tliese 
banks,  AA'hich  Avere  imre  Banks  of  Deposit,  Avas 
to  issue  promissory  notes,  ytayable  to  bearer  on 
demand,  which,  however,  did  m>t  exceed  in  quan- 
tity the  bullion  tlioy  Avere  substituted  for. 

b.  All  tlii.^  time'  the  name  of  l>ank  and  banker 
Avas  utterly  unknown  in  England.  I'he  persons 
who  exchanged  money  Avere  called  mnney  clian- 
gers,  and  those  Avho  ncgt»tiated  loans  aa'ci’c  called 
money  scricene.rs.  During  theciA'il  AA'ar,  hoAu*\ei, 
tlie  goldsmiths  in  London  began  to  receive  doiiosus 
from  the  jniblic,  for  which  they  gi*antcd  receipts 
Avliich  Avere  transferable  from  jiarty  to  party,  ex- 
actly like  the  notes  of  the  banks  avc  have  spoken 
of,  and  they  began  to  discount  commercial  bills  by 
issuing  their  oaau  promissory  notes,  payaltle  to 
bearei^on  demand:  audit  Avas  after  they  Viegan  to 
atlopt  this  in*acticc  of  issuing  promissory  iiiites, 
and  not  till  then,  that  they  began  to  be  called 
“bankers,”  but  their  places  of  business  Avero  never 
called  hanks.  Thus  wc  see  that  it  Avas  the  practice 
of  issuing  ])romissory  notes  that  brought  the  name 
of  bankers  into  this  country. 

7.  During  tlie  latter  half  of  the  17th  century 
multitudes  of  ])rojects  Avere  started,  for  the  pur- 
pose of  cstablishiug  “Banks,”  and.  on  looking  at 
them,  Ave  find  that  they  Avere  all  for  tlie  exin-e.-is 
purpifse  of  creating  promissory  notes  payable  to 

bearer  on  demand.  , i • , 

8.  Noaa',  Ave  must  observe  that  the  gyildMuitH 

AA'ho  discounted  commerdul  bills  by  issuing  thcii 
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>wn  ]>roniissorv  notes,  did  not  confine  their  issues  ' 
to  the  ((iiantity  oflmlliim  they  held,  because  they  i 
had  already  Kiveu  an  e<iuivalent  anumnt  of  deposit 
receipts  for  tliat.  But  they  observed  ln»\v  many 
of  their  notes  came  back  iiptm  tliem  for  jmyment,  i 
ind  keeping  an  amount  tif  bullion  sulHcient  to  I 
meet  any  such  ex|>ected  demand,  they  could  issue 
is  many  notes  as  they  jileased.  And  they  de- 
lved exactly  the  same  i»roHt  from  issuiii^r  tliese 
notes,  as  if  they  were  frold  and  silver,  and  these 
notes  produced  exactly  tlie  >ame  effects  in  com-  i 
nercc.  as  if  tliey  were  p>Id  and  silver.  Cimse-  i 
|uontIy,  in  their  eflects,  both  to  the  banker  and  to  i 
he  public.  Just  by  so  mucli  as  they  exceeded  the  i 
luantit}' of  the  Imlliou  retained  to  su]i]>ort  tlieir 
•redit,  and  convertibility,  they  were  exactly  erpii-  i 
■ alent  to  an  aiijnnenlatiou  of  capital — to  an  ef]ual  j 
ncrt*ase  of  actual  goM  and  silver.  A species  of  ! 
apital,  no  doubt,  of  a somewliat  dangerous 
:haracter,  and  one  that  was  liable  to  be  destroyed, 
nit  yet,  so  long  as  it  did  exi^t,  it  was  etpiivaleiit 
0 so  much  bullii>u. 

9.  The  first  bank  actually  e.^tablished  in  Eng- 
and,  was  the  “Bank  <.f  England,”  which  was 
rained  on  the  mode!  of  those  banks,  which  were 
ailed  Monti  in  Italy.  It  was  a e<nni)any  of  siib- 
eriliers  to  a jmblic  loan,  which  was  the  first  legal 
oundation  of  our  National  Debt.  The  sum  snb- 
cribedbythis  eompaiiy  was  X 1,200,000,  which 
vas  lent  to  the  Gttuinmcnt  to  can*}'  on  the  nvar 
vith  Fniiicc,  and  the  company  was'authorized  to 

' reate  and  issue  an  equal  amount  of  bank  notes ; 
hoy  were  also  authorized  to  receive  deposits  from 
he  public,  and  trade  for  profit  upon  their  own 
. ccount. 

10.  Now,  we  must  specially  remark  this,  that 
he  original  cajiital  subscribeil  by  the  bank  was 
:mt  to  Govormnent,  and  nas  put  into  circulation, 

i ml  over  and  above  that,  they  were  allowed  to 
( reate  an  equal  quantity  of  bank  notes— fliat  is  to 
i ;iy,  both  the  coin  and  the  notes  were  in  circula- 
l .oii.  Consequently,  so  far  as  regards  the  cur- 
I -uicy,  it  is  quite  clear  that  the  etfect  of  the 
i istitiitioii  of  the  Bank  of  England  was  to  create 
ill  addition  of  £1, -200, 000  to  the  jirevioiisly 
( xisting  metallic  currency.  And  this  result  was 
Jitogether  dilfereut  from  that  of  tlie  Bank  of 
■’'eiiice,  where  the  bullion  fur  which  the  notes 
1 ere  given  n as  kept  in  the  vaults  of  the  bank,  and 
A as  not  in  eireulation. 

11.  Sonie  further  augmentations  Avere  made 
t } the  capital  the  bank  by  fresh  h>ans  to 
i roA  emment,  and  they  were  on  each  occasion  per- 
I fitted  to  enmte  bank  notes  to  an  equal  amount, 
i ad  it  is  quite  clear  that  the  notes  created  on  these 
s veral  occasions  Avere  an  addition  to  the  pre- 
A :uu.-Iy  existing  currency.  After  some  time,  all 
r striclions  on  their  amount  Avas  remoAod,  and 
t ley  AA’cre  alloAved  to  issue  as  many  as  they 
I eased,  on  the  condition  that  they  should  be  pay- 
a jk*  to  bearer  on  demand. 

12.  The  next  bank  erected  was  the  Bank  of 
Scotland,  which  was  the  first  instance  of  a mere 
ji  'iA'ale  Joint  Stock  Bank.  It  Avas  an  association 
0 iirivate  persons,  AA’ho  paid  in  a certain  snbscrip- 
t >11,  and  they  Avere  alloAA'ed  to  create  promissory 
n .tes  ad  libitum.  They  received  no  deposits  from 
t e public  for  nearly  ten  years  after  they  Avere 
e rablished.  e are  told  by  contemporary  Avriters, 
tl  at,  in  a short  time,  their  notes  in  circulation 
AA  eie  liA  e tunes  the  amount  of  the  subscription 


paid  in  to  support  their  credit,  and  it  is  perfectly 
clear  that  all  excess  alxwe  the  amount  uf  bullion 
deposited  Ava-  an  addition  to  the  i»reviously  ex- 
isting metal  li(  currency. 

13.  During  tlfis  period  all  tlie  London  bankers 
issued  promissory  notes  payable  to  bearer  on 
demand,  and  some  to  a A'ery  large  extent.  It  is 
stated  by  contemiHjrary  Avriters,  that  some  had 
notes  to  the  amount  of  upAvards  of  a luilliou  in 
circulation. 

14.  Thus  Ave  see  that  the  di.-tinctiA  e function  of 
a bank,  and  a banker,  avus  to  issue  uotes  payable 
to  bi'arer  on  demand,  Avlfich  Avere  to  circulate  as 
money.  That  is.,  to  create  paper  cumnvy;  in  some 
cases  only  c(pial  to  the  amount  of  bullion  they 
displaced,  in  (ilhers  greatly  exceeding  it.  And  the 
meaning  of  the  Avord  to  bank  ” Avas  to  receive  de- 
posits of  cash,  and  to  give  notes  payable  to  bearer 
on  denjand,  and  also  to  discount  bills  of  exchange 
Avith  siinilar  notes — in  fact,  to  create  instruments 
of  cj'cdif.  Thus,  in  the  actj'  able  memoirs  upon 
banking,  presented  by  LaAv  to  the  Kegent  Orleans, 
he  says: — “La  baiiqne  cst  iin  credit 'gt-ikTal.” 
And  that  this  is  the  true  meaning  of  the  AVord 
there  is  abundant  jiroof. 

15.  These  views  arc  quite  borne  out  by  the 
language  ot  tin*  Statute  of  1709,  preventing  banks 
of  more  than  six  persons  being  formed.  At  tlfis 
period  a bank  was  ct^nsiilered  so  much  an  affair  of 
State,  that  no  one  thought  of  a bank  not  erected 
by  Act  of  Parbameiit.  And  Avhen  in  KJ97  parlia- 

I inent  meant  to  confer  a monopoly  on  the  Bank 
I of  England,  it  mly  said  that  no  otlier  bank  should 
. be  erected  by  parliament.  But  about  1708,  some 
I other  imblic  companies  began  to  do  banking  busi- 
I ness,  by  issuing  promissory  notes,  and  on  the 
rencAA'al  of  the  charter  hi  1709,  parliament  A\as 
called  upon  to  interfere  to  lu-otect  the  monoitolv  of 
the  bank  of  England,  and  the  language  of  the  Act 
demands  our  attention.  At  this  time  there  Avas 
no  legal  definition  of  the  AVord  “bank,”  and 
“banking,”  and,  consequently,  the  Act  did  not 
directly  enact  that  no  bank  witli  more  than  six 
[lai-tiiers  should  be  formed,  but  it  described  what 
Avas  at  tliat  time  tlio  aa  cH  understood  business  of 
banking,  and  it  luohibilod  that.  The  Avords  of  the 
Act  are  these: — “That  during  the  continuance  of 
the  said  coriK.ratioii  of  the  Govermu*  ami  Company 
of  the  Bank  of  England,  it  shall  not  be  lawful  for 
any  body  iioliti*’,  or  corporate  AvhatsoeA  er,  erected, 
or  to  be  erect' -d,  Caher  than  the  said  Governor 
and  C(mipauy  of  the  B.ank  of  England),  or  for 
any  other  persons  Miiatsoever  united,  or  to  be 
united  in  coA'enants,  or  partnership,  exceeding  the 
number  of  six  persons,  in  that  part  of  Great 
Britain  called  Jkigland,  to  borrou\  owe,  or  take  vp 
any  SU7/1  or  sums  of  money,  on  their  bills,  or 
27ayable  at  denmnd,  or  at  any  less  time  than  six 
months  from  the  borroAving  thereof.” 

lb-  Tliiife  e see  that  at  tliis  period  banking 
A\as  understood  tci  consist  in  borrowing,  or  owing, 
or  taking  up  money  on  prtmfissory  notes  payable 
to  bearer  on  demand,  and  to  forbid  persons  "to  do 
that  AA'as  to  y.r.'vent  them  from  banking.  This, 
then,  at  that  period  was  the  well  understood 
meaning  of  ban!  ing,  and  for  a considerable  period 
this  clause  Avas  jierfectly  cfl'ectual  for  its  purpose, 
and  it  did  i»revent  any  other  joint  stock  bank 
from  being  formed. 

17.  But  this  meaning  becomes  much  more 
clear  in  1742.  The  act  of  1709  did,  for  some 
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time,  prevent  any  riA‘al  banks  from  being  founded, 
but  about  1740,  some  persons  tried  to  cAade  the 
AVords  of  the  act,  and  erect  banking  institution:*.  | 
In  order  to  put  an  efiectual  stop  to  this,  the 
language  of  the  act  of  1742  is  much  more  tuU  and 
exi>licit.  It  says,  “And  to  prevent  any  doubt 
that  mav  arise,  concerning  the  privilege  or  power 
given  hx  former  Acts  of  Parliament  to  the  said 
GoA'eriior  and  Company  of  exclusiate  bankinx.  , 
and  also  in  regard  to  erecting  any  other  bank  or 
banks,  bv  parliament,  or  restraining  other  persons 
from  hanking,  during  the  cuntiiiiiancc  ot  the  said 
privilege  granted  to  the  Governor  andCompany ot 
the  Bank  of  England,  as  before  recited ; it  is  ' 
hereby  further  enacted  and  declared  by  the 
authority  aforesaid,  that  it  is  the  true  intent  and 
nicauing  of  tlie  Act,  that  no  other  bank  r'hall  be 
erected,  established,  or  alloAA'ed  by  parliament,  ' 
ami  that  it  shall  not  bo  laAAi’ul  for  any  body 
politic  or  corporate  Avhatsoever,  erected  or  to  be 
erected,  or  fi>r  any  other  persons  whatMieA'or, 
united  or  to  be  united,  in  coA'eiiauts,  or  partuci>lfiii, 
exceeding  the  number  of  six  yiersous,  in  that  part 
of  Great  Britain,  called  England,  to  borrow,  owe, 
or  take  up,  any  sum  or  sums  of  money  on  their 
bills,  or  notes,  pagahle  at  demand,  or  at  any  less 
time  than  six  months  from  the  borrowing  thereof, 
during  the  continuance  of  such  said  privilege  to 
the  said  Governor  and  Company,  who  arc  hereby 
declared  to  be  and  remain  a Corporation  AA  ith 
the  priA'ilege  of  exclusive  banking,  as  before 

recited."  _ , 

18.  Hence,  aa'O  sec  that  the  privilege  of  oxclu- 
siv'C  banking  conferred  on  the  Bank  of  Euglaml, 
is  exprcssiA'el}'  declared  to  consist  in  borrowing, 
owing,  or  taking  up  morwy,  on  bills,  or  notes,  pay- 
able on  demand.  That  is,  in  creating  and  issuing 
currency,  and  to  prohibit  persons  from  creating 
currcucA'  was,  iu  fact,  to  prohibit  them  from  bank-  i 
ing.  These  AA'ords  Avere  devised  with  the  utmost 
‘ care,  so  as  to  iirevcut  any  other  rival  iu  the  most 
comprehoiisiA'e  manner  possible.  _ It  Avas  supyiosed 
that  no  legal  ingenuity  could  devise  an  expedient 
to  evade  so  extcusiA'c^a  prohibition.  The  form  of 
words  adopted  in  the  Act  teas  devised  in  refci'cnce 
to  the  method  of  doing  banking  business  at  the  \ 
time  they  were  framed,  and  they  did  prevent  any 
other  indilic  bank  being  formed,  as  long  as 
bankers  adliered  to  that  particular  method  of 
doing  business,  that  is,  as  long  as  they  created 
currency  in  the  form  of  promissory  notes,  pay- 
able to  hearer  on  demand.  But,  about  thirty 
years  later,  bankers  adopted  a change  in  the  | 
f method  of  doing  their  business  so  simyile,  and 
apparoutlv,  so  unimportant  as  to  elude  notice. 
And  it  AViis  tlfis  mere  change  iu  the  form  of  doing 
their  business,  that  is,  of  creating  liabilities,  or 
currency,  iu  a form  not  provided  for  by  the  Avords 
of  the  Act,  that  cut  aAvay  the  ground  from  under 
the  Act,  and  avus  the  means  Avhereby  the  present 
Joint  Stock  Banks  in  Loudon  Avere  founded,  and 
thus  destroyed  the  monopoly  of  the  Bank  of 
England,  because  Avhen  tlii.s  mode  of  evading  the 
Act  Avas  discovered,  and  the  Bank  applied  to 
pai-liameut  to  put  a stop  to  it,  they  Avere  told  that 
such  momipolics  AV'crc  out  of  fashion,  and  their  , 
demand  Avas  refused. 

19.  Before  we  describe^  the  change  that  took 
])lace  iu  the  mode  ot  d<>ing  banking  business, 
Avhich  was  adopted  about  1772,  it  may  be  as  Avell 
to  exhibit  the  form  Avhich  a banker’s  accounts 


AA-ould  present  nnder  the  old  system.  Neglecting 
any  caiiital  of  his  own  the  banker  might  be  pos- 
sessed of,  let  ns  supjiose  him  to  have  £10,000  in 
cash  deposited  with  him  by  one  set  of  customers 
—A,  B,  C,  &c.,  then  his  accounts  wouhl  stand 

thus  : — 

Linhilitics. 


To  customers'  balances  £10,000 

Assets. 

By  cash  deposited  £10,000 


Noav  let  us  supiiose  that  another  set  of  cus- 
tomers,’a,  b,  c,  \c.,  bring  Ifim  £30,t>00  of  bills  ot 
exchange  to  discount,  the  way  he  Av*mhl  have 
done  it,  would  have  been  to  give  his  oAvn  promis- 
sory notes  to  that  amount,  deducting  the  discount. 
Lei  us  lake  tliat  at  5 ])or  cent.,  and  the  bills  at 
twclA'C  months,  tor  the  sake  ot  simplicit}.  Ihen 
his  accounts  avouUI  stand  thus — 

LiabUilies. 


To  customers'  balances  £10,000 

Notes  issued 28,500 


£38,500 


Assets. 

By  cash  de)io, sited  £10,000 

Bills  of  Exchange  SO, OOP 


£40,000 


That  to  say,  Avith  actual  cash  to  the  amount 
of  £10,000,  the  banker  has  created  liabilities  to 
the  amount  of  £38,500.  And,  ot  course,  it 
iierfectly  clear  that  the  amount  of  liabfiities  lie 
miglit  create,  would  depend  uii  the  actual  aun.mut 
of  cash,  which  experience  avouUI  sIioav  him,  Avould, 
on  an  average,  be  demanded  fruin  him.  And  it  is 
also  perfectly  clear,  that  all  the  notes  aboA  e that, 
created  amrin  circnlatioii,  Avoiild  be  as  profitable 
to  liimseli;  and  proiiuce  exactly  the  saine  ettects 
to  the  public,  as  an  actual  increase  of  gold  and 

silver.  , , 

20.  The  AA'ords  of  the  Act  Ave  hav'c  fjuoted, 

were  framed  specifically  iu  reference  to  this  par- 
ticular method  of  creating  cunxnicy,  or  lialiilities, 
and  as  long  as  bankers  created  liabilities  iii  this 
form  only,  they  effeelually  prevented  any  Joint 
Stock  Banks  being  founded  in  rivalry  to  the  Bank 
of  Emdaiid.  But  about  1772,  the  Loudon  bankers, 
Avho  all  up  to  that  time  issued  notes  to  a very  lai'ge 
extent,  changed  their  method  of  doing  business. 
They  adopted  a ditVevent  fonn  of  creating  1 iabilities. 
Instead  of  creating  liabilities  by  giving  their  cus- 
tomers their  )u*omissory  uotes,  they  merely  wiofc 
doicn  to  their  credit  in  their  account  an  equal  sum, 
and  thev  gaAC  them  books  containing  a number  ot 
blank  draiislits,  which  the  ciusUnnora  iiii^dit  till  up 
in  favour  of  any  one  they  pleased,  and  which  were 
also  pajahle  to  bearer  on  demand,  and  winch  the 
banker  engaged  to  pay  to  any  one  who  presented 
them,  provided  he  had  funds  of  Ins  customers  to 
meet  them.  And  these  forms  are  called  Cunarjis. 
Thus,  under  the  old  system,  a banker  used  to  create 
liabilities  by  issuing  his  own  promissory  notes 
pavable  to  bearer  on  demand  ; undei'  the  new 
I system  he  creates  liabilities  l.y  proinisniK  to  pay 
' a Bill  of  Exchange,  drawn  upon  Inm,  payable  to 
, bearer  on  demand,  to  an  eiiual  amount. 

I 21.  lleuce,  the  modern  system  of  Cheques  h 
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n»  thing  but  a substitute  for  Bank  Xotes.  A bank 
in  te  is,  in  fact,  a double  obligation ; one,  an  obli- 
gj  tion  to  pay  the  customer,  the  original  creditor, 
tl]  i second,  to  pay  tlie  bearer,  i.e.  any  one  to  whom 
til  i original  creditor  may  transfer  the  obligation. 
X )W,  tlie  modern  jiractice  separates  these  *.»bliga- 
ti  ns,  the  entry  in  the  banker’s  books  is  the  obli- 
ge tion  to  pay  the  customer,  the  permission  to  di-aw' 
a )ill  of  exchange  payable  to  bcai’er  on  dtnuand, 
C£  lied  a cheque,  is  the  obligation  to  pay  any  one 
tb } customer  may  transfer  the  debt  to.  And  the 
ei  try  in  the  banker’s  books,  together  with  the 
cl  eque,  make  uj)  the  bank  note. 

22.  Hence,  wc  see  that  althougli  batiking  origi- 
ni  lly  consisted  in  issuing  notes  payable  to  bearer 
01  demand,  yet  bankers  devised  a method  of  doing 
th  i very  same  thing,  under  another  form,  and  we 
m :st  change  the  form  of  expression  accordingly,  to 
m et  the  altered  form  of  doing  business.  Xor 
sh  dl  we  have  the  least  difficulty  in  huding  an 
e>  pression  which  will  include  both  forms.  For 
th  tugh  the  business  of  banking  consisted  in  dis- 
co lilting  bills  with  their  promi.ssory  notes,  payable 
to  bearer  on  demand,  we  may  exjiress  it  tiais, 
th  U it  consisted  in  buying  debts  'with  promises  to 

V.  And  these  promises  to  i>ay  iiiav  be  two 
fo)  ms. 

-.  Promissory  notes  payable  to  bearer  on  de- 
m.  nd. 

1.  Figures  >\Titten  down  to  the  credit  of  the 
cu  tomer.s,  to  be  drawn  against  by  cheques,  paya- 
bl'  to  bearer  on  demand. 

The  method  of  dtnng  business  by  means  of 
ch  ques,  was  found  to  have  so  many  practical 
ad  antages  over  that  by  way  of  notes',  that  from 
th;  t period  London  bankers  universally  disconti- 
nu  -d  the  issue  of  notes,  and  adopted  cheques; 
thi  ugh  they  never  were  forbidden  to  issue  notes 
un  il  the  Bank  Act  of  1844. 

:3.  The  modern  system  of  banking,  then,  by 
mt  ins  of  cheques,  is  exactly  the  same  in  jiriri- 
ci]  le  as  the  funner  method  of  bank  mttes,  only  it 
is  omewhat  varied  in  form.  In  each  case  hanking 
coi  sists  in  creating  liabilities,  and  the  modern  form 
of  rating  these  liabilities  in  banking  accounts  is  a 
SOI  rce  of  an  enormous  amount  of  erroneous  opi- 
nu  n.  In  the  former  mode  of  stating  the  accounts, 
it  s open  and  patent  to  the  world,  that  the  banker 
ha  created  liabilities  against  himself  by  the  dis- 
co’ nt  (»f  hills;  in  the  iiKKlern  form  these'liabilities 
an  di.^gnised  ami  amalgamated  with  the  actual 
de  tosits  in  cash,  so  that  it  is  made  to  appear,  and 
is  ilmost  universally  believed,  that  what  is  classed 
nil  ier  dep(»sits  in  the  pnbli.shed  banking  accounts, 
an  deposits  in  actual  cash,  whereas  they  are  no- 
th. ig  blit  a creation  of  credit. 

:4.  The  reason  is  this,  that  in  the  old  form  when 
a 1 anker  discounted  a bill  with  his  own  u(»tes,  it 
w'l  s .«tated  that  they  were  his  own  notes,  and  a dis- 
tiii  tion  was  plainly  drawnti  between  liabilities  cre- 
ate 1 by  tlie  deposit  of  cash,  and  the  notes  issued 
in  The  discount  of  bills.  In  tlie  modern  form, 
wi  eu  a banker  ha.s  created  liabilities  by  discount- 
in;  a bill  by  writing  down  to  his  customer’s  credit, 
wi  \t  under  the  old  system  he  would  have  given 
hii  i as  notes,  they  are  treated  and  classed  as  a 
“ I ;ilancc  on  drawing  accounts,”  and  they  are  not 
dh  inpiished  from  the  liabilities  created  by  the 
de  vtsit  of  cash,  and  the  tw'o  being  thus  presented 
to  he  public  under  one  denomination,  are  almost 
un  versally  believed  to  be  actual  cash,  except  by 


BANK, 

those  who  arc  acquainted  with  the  mechanism  of 
banking.  In  order  to  present  the  difference  in 
the  clearest  manner  to  the  reader,  Ave  shall  now 
contrast  the  two  forms  of  stating  tlie  accounts. 

OLI>  FORM  OF  BANKIXG  ACCOUXTS. 

Liabilities. 


To  ciistomcTs’ balances £10,000 

Notes  in  ch  culation 28,500 


£48,500 


Assets. 


By  cash  deposited  £10,000 

By  Bills  of  Exchange 40,000 


£40,000 

MODERN  FORM  OF  BANKING  ACCOUNTS. 

Liabilities. 

To  customers'  balances £38,500 

£48,500 


Assets. 


By  cash  dejiosited  £10,000 

By  Bills  of  Exchange 30,000 


£40,000 


25.  Noav,  in  examining  tiiese  two  forms  of  ac- 
counts, though  they  are,  in  reality,  only  twoditferent 
inetliods  of  doing  the  same  thing,  a striking  dif- 
ference is  appai-o  at  on  the  face  of  them.  Inthefirst 
it  is  manifest  on  tlie  face  of  it,  that  the  banker  has 
created  £28,500  of  notes,  or  created  that  amount 
of  liabilities  against  himself,  by  buying  bills  of 
exchange.  In  the  second  form  this  does  not 
appear  at  all,  but  this  sum  of  £28,500  appears  as 
a deposit,  and  t<^  any  one  Avho  is  not  conversant 
with  the  .subject  it  seems  to  be  a dejiosit  in  actual 
cash,  and  many  persons  are  apt  to  believe  that  a 
banker  has  that  amount  of  cash  to  trade  with. 
Thus,  when  tlu  accounts  of  the  great  London 
Joint  Stock  Banks  are  published,  and  it  ajtpenrs 
that  one  has  £13,000,000,  and  another  has 
£10,000,000,  and  so  on  of  deposits,  it  is  almost 
universally  believed  that  the  first  has  £13,000,000, 
and  the  next  £10,000,000  of  actual  money  to 
trade  with,  or  lend  out,  as  the  eiToneous  phrase 
is.  And  eveiy  half  year  we  see  summaries  in  the 
new^spapers,  shewing  that  all  the  Joint  Stock 
Banks  haA^e,  perhaps,  an  aggregate  sum  of 
£40,000,000  of  money  deposited  Avitli  them,  and,  it 
is  generally  believed  that  they  liave  that  sum  of 
moiuy  to  trade  Avith.  But  there  neA*er  Avas  a 
more  comiilete  and  entire  delusion.  These 
£40,000,000  of  deposits”  are  not  £40,000,000  of 
casli,  but  they  Te]^resent  the  old  hank  note  circula- 
tion.  They  are  nothing  but  an  eiionnuus  super- 
.strncturc  of  crkdit,  built  up  upon  a compara- 
tiA  cly  small  bar  is  of  bullion,  exactly  like  the 
note  circulation.  Those  figures  do  not  shcAV  the 
quantity  of  cash  at  their  command  to  lend  tnit  or 
trade  Avith,  but  they  sheAv  the  quantity  of  busi- 
ness they  have  done,  they  shcAv  the  liabilities 
they  IniA-e  created.  These  apjiarent  deposits  in 
cash,  tlien,  are  nothing  whatever,  but  the  credit 
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created  in  exchange  for  the  bills  Avhich  figure  on 
the  other  side  of  the  account  as  Assets. 

26.  These  tAvo  forms  of  banking  accounts,  thus 
presented  in  contrast  to  each  other,  shcAv  hoAV  the 
accounts  would  stand  just  after  the  banker  has 
discounted  his  customers’  bilH  and  before^  they 
have  begun  to  otierate  tipon  their  accounts,  in  the 
latter  form  bv  means  of  cheques.  Every  banker 
does  business  in  exactly  the  same  way,  and  a\  hen 
their  respective  customers  l>egm  to  operate  by 
moans  of  chefiues,  the  following  three  different 

results  may  ensue  : — 

1.  The  actual  money  may  be  imawn  out. 

2.  It  may  be  transferred  to  the  account  of 
another  enstomer  ol  the  same  bank. 

3.  It  may  be  an  order  to  pay  another  bank. 

But*  in  the  last  case,  if  the  banker  A is  ordered 
to  pay  the  banker  B so  much,  the  chances  are 
that  B AA'ill  be  directed  to  pay  A very  much  the 
same  amount.,  and  then  an  interchange  of  these 
rcspectiA'e  orders  may  take  place,  nnd  only  the 
differences  be  paid  in  cash.  And  this  is  exactly 
tlie  same  in  effect,  as  an  interchange  of  bank 
notes. 

27.  Thus,  we  see  that  the  modern  system  may 
be  expressed  in  exactly  the  same  language  as  the 
old  ' one.  Banking  formerly  consisted  in  the 
creation  and  exchange  of  instruments  of  credit. 
And  so  it  is  noAv.  Banking  noAv  equally  consists 
in  the  creation  and  exchange  of  instruments  of 
credit,  just  as  much  as  it  ever  was.  The  only 
difference  is,  that  the  form  of  the  instrumeut  is 
changed,  and  it  was  by  this  change  in  the  form  of 
the  instrument,  that  the  Loudon  Joint  Stock 
Banks  Avere  able  to  be  founded,  because  the  wortE 
of  the  monopoly  clauses  of  the  bank  acts  of  1709, 
and  1742,  only  specified  the  former  method  of 
creating  these  in.strumeuts  of  credit. 

28.  Noav,  under  the  former  system,  it  wi^ 
universally  alloAA'ed  that  banks,  by  creating  ciedit 
in  the  form  of  notes,  created  currency  ; under  the 
nuKleru  system  entries  and  cheques  perform  ex- 
actly the 'same  functions  as  notes,  consequently, 
in  a scieiititic  sense,  they  ai*e  to  be  considered  as 
currency,  just  as  much  as  notes  are,  and  conse-  | 
uuentlv,  banks  create  currency  uoav  just  as  much 
as  they  did  before,  and  the  supposition  that  the 
legislature  can  prevent  banks  from  dealing  in 
credit,  b\'  iirohibiting  the  issue  of  bank  notes,  is 
a mere  delusion.  But,  at  the  same  time,  it  must 
be  fully  admitted  that  bank  notes  may  produce  a 
greater  hitiation  of  credit  than  cheques,  because 
there  are  many  cases  Avhere  bank  notes  Avould 
pass,  that  cheques  Avill  not  pass,  but  whereAei 
they  do  pass  they  are  to  be  considered,  m all 
respects,  as  the  equivalents  and  substitutes  for 

notes.  ^ , 

29.  These  considerations  afford  an  explana- 
tion of  some  very  avcU  knoM  ii  phenomena,  Avhich 
are  generally  misunderstood,  respecting  the  Joint 
Stock  Banks,  Avhich  publish  their  accounts,  and 
give  interest  un  deposits,  according  to  the  rate  of 
discount.  When  the  rate  of  discount  rises  very 
!ii‘^h  it  is  uuiversallA'  observed  that  the  apparent 
dimosits  in  banks  decline,  and  it  is  very  com- 
nnmlv  explained  by  saying,  that  when  interest 
rises  \erv.  iiigh,  people  take  their  money  out  oi 
banks,  to'  invest  it  in  other  ways.  But  such  an 
exiihuuitiou  is  jiaradoxical  on  the  face  of  it. 
Banks  raise  the  rate  of  interest  to  attract  de- 
posits, and  not  to  drive  them  away.  Besides,  if 
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one  asks  contractors,  builders,  such  periods, 

they  will  say,  that  Avork  is  stoppeil  l>ecau?e  peo- 
ple']mt  their  money  into  banks,  because  the  in- 
terest is  so  high.  Thus,  we  meet  Avith  tAvo  dia- 
metrically contrary  assertiems  as  to  tlu:  Hoav  of 
moucy  at  such  jteriods ; but,  if  we  understand  the 
real  nature  of  these  so-called  deposits,  the  reason 
of  their  diminution  is  plain ; because,  Avhen  the 
rate  of  discount  is  raised  very  high,  it  stoi>s  the 
discount  of  bills,  it  stojis  the  creation  of  credit,  m 
fact,  it  is  not  a diminution  of  deposits  in  cash, 
but  it  is  a CONTRACTION  OF  CREDIT. 

30.  The  very  same  phenomenon  is  witnesscil 
after  a great  commercial  crisis,  such  as  that  ot 
1857.  In  July,  1858,  the  aggregate  of  the  sums 
dc])osited  with  the  Joint  Stock  Banks,  appeared 
to  be  considerably  less  than  in  July,  1857  ; and 
this  AA'as,  in  fact,  oAving  to  the  diminished  number 
of  bills  discounted  from  the  general  contraction 
of  mercantile  operations,  and  by  no  means  neces- 
sarily to  a diminuiiou  in  the  actual  cash  de- 
posited 

31.  Ngaa-,  it  is  generally  admitted,  that  issuing 
notes  is  coining  credit,  that  it  is,  in  tact,  to  all  in- 
tents and  purposes,  equivalent  to  creating  cajatal, 
both  as  regards  the  issuers  of  the  notes,  and  their 
effects  to  the  public,  a species  of  capital  which  is 
liable  to  be  destroyed,  and  is  capable  of  very 
serious  abuse.  But  it  also  neccs.''arily  follows, 
from  the  preceding  details,  that  the  modern 
system  of  banking  is  equally  coining  credit,  and 
that  just  as  much  as  the  figures,  or  the  liabilities 
created,  exceed  the  actual  cash,  they  are  equi- 
valent to  a creation  of  currency,  or  to  au  increase 
of  caitital. 

32.  AVe  may  now  here  notice  au  objection 
which  is  fully  discussed  under  the  term  Cur- 
HKNCY,  but  wliich  is  so  intimately  connected  Avith 
banking,  that  Ave  must  repeat  it.  Many  persons 
say  that  bills  of  exchange  are  not  cuirency,  be- 
cause they  require  to  be  discharged  in  money, 
and  many  more  think  that  lulls  ot  exchange  are 
analogous  to  bills  of  lading,  liecause  one  repre- 
sents, as  they  erroneously  call  it,  money,  and  the 
other  represents  commodities.  It  is  perfectly 
true  that  all  bills  of  exchange  must  bo  cxpres>etl 
to  be  payable  in  money,  but  it  is  a ini»st  grievous 
mistake  to  suppose  that  they  are  all  paid  in 
money.  The  immense  majority  of  commercial 
bills  arc  not  paid  in  money,  but  by  ligures  in 
bankers’  books.  Most  men  in  connneree  draw 
bills  and  accept  bills,  that  is,  they  have  debts  due 
to  them,  and  debts  due  by  them.  These  fall  due 
at  different  dates,  and  Avhen  a trader's  aecci^ances 
are  falling  due,  he  take.s  some  of  the  debts  due  to 
him  to  his  banker,  and  sells  them  to  him.  The 
banker  buys  them,  as  avc  have  already  explained, 
by  creating  fresh  liabilities  of  his  own,  and 
AATiting  doAATi  so  many  figures  to  his  customer’s 
credit.  AVhen  his  uAvn  acceptance  falls  due,  and 
is  presented  to  him  for  payimuit,  he  ib’aAvs  a 
cheque  upon  his  banker,  and  if  the  holder  of  the 
bill  is  a customer  of  the  same  bankrr,  the  matter 
is  settled  by  a mere  transfer  of  ligures  in  the 

j banker’s  books ; if  he  is  the  eustiuiu  r of  another 
I banker,  tlie  two  bankers  have  ]>robably  an  ex- 
change of  debts,  arising  out  of  similar  transac- 
tions on  both  their  parts,  and  the  del  us  are 
settled  Avith  the  payment  of  no  more  coin  than 
the  difference;  or  if.  as  is  more  usually  the  case. 

! the  holder  of  the  bill  has  deposited  it  Avith  his 
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inker,  ami  the  acceptor  has  made  it  payable  at 
3 own  baiikiT’s,  who  ]>ays  it  as  a matter  of 
lursf,  as  an  ordinary  cheque,  the  day  it  is  due. 
bus  we  see  that  the  whole  monetary  business  of 
le  country  is  ^n*adually  reduced  to  the  creation 
•id  exchange  of  instnimenis  of  credit,  and  the 
ily  use  of  the  actual  money  is  to  pay  the  ditfer- 
ices.  Now,  this  is  the  re^mlar  practice  of  bank- 
ig;  this  is  tile  way  in  which  tlic  vast  majority 
■’  hills  of  exchaim^e  in  commerce  are  paid,  and 
uiseftuently  the  whole  system  may  go  on  for  an 
idetinite  time,  and  to  an  indelinite  extent,  with- 
it  a single  coin  being  reipiired.  Thus,  a mer- 
lant  may  (-arry  on  trade  for  any  length  of  time, 
id  pay  bills  hj  the  amount  of  millions  of  money, 
id  never  touch  a single  coin.  But  these  instru- 
icnts  of  credit  ]icidbrm  exactly  the  same  func- 
ons  as  if  they  were  coin,  and  in  a scienlitic 
iiiit  of  view,  they  arc  to  be  considered  in  all 
ispecls  a.s  if  they  were  coins.  They  arc  all  a 
irl  of  the  currency,  or  circulating  medium. 

:Vi.  Ibink  notes  and  chetpies  are,  therefore, 
jculiarly  the  in^lrmnent3  of  credit,  created  by 
ankiiig,  as  bills  ot'  exchange  are  by  commerce, 
he  only  practical  dilfereuce  bet^vecn  them  is, 
uit  the  former  are,  ou  tiic  face  of  them,  direct 
jligatiuus  of  tile  banker  to  jiay  the  money  stipn- 
,ted;  the  latter  are  not  so,  unless  he  has  sulli- 
ent  fumls  of  his  customer  to  meet  them.  The 
tusequema'  is  that  when  clietiues  are  tran.-^ferred 
0111  hand  to  hand,  it  is  usual  to  re([uire  the 
ansferer  to  indorse  them,  so  that  if  the  banker 
‘fuses  to  \)t\y  tliem,  the  liability  of  the  transferer 
lay  be  ]ircserve<l.  lii  Bank  notes  this  is  not 
anally  done,  beeausc  as  the  holder  may  demand 
iiynient  for  them  ou  the  instant  from  the  bank, 
■w  persons  oxiteet  that  it  will  fail  before  pay- 
lent  is  deimuuled,  and  consequently  Bank  notes 
iUally  ]>ass  rom  hand  to  hand  by  simple  dcli- 
ery,  without  indorsement. 

34.  Both  Bank  notes  aud  cheques  are  subject 
• the  general  rule  of  law,  which  aiiects  all  instru- 
eiits  of  credit,  that  whoever  takes  one  in  pay- 
eiit  of  a debt  irithont  indorsement,  dues  SO  at  his 
•vn  peril,  aud  has  no  remedy  against  the  trans- 
rer,  if  it  is  not  paid.  And  the  iudorsemeut  only 
-eserves  the  liability  for  a very  short  period; 

almost  all  cases  not  more  than  twenty-four 
mrs.  Tlie  law  intends  that  all  Bank  notes  and 
lequos  shniild  be  presented  for  payment  within 
veiity-four  In'Urs.  If  the  receiver  of  a Bank 
>tc  requires  the  transferer  to  indorse  it,  which 
by  no  means  uufrequenily  done,  and  if  on  i>rc- 
•uting  it  within  a reasonable  time  he  finds  the 
inker  has  failed,  he  has  his  remedy  against  the 
au.sierer,  jti>t  exactly  as  if  it  was  a chetpie. 
11  the  other  hand,  if  he  delays  presenting  it 
jyoiid  a reasonable  time,  and  then  finds  the 
inker  has  failed,  he  has  no  remedy  against  tlic 
ansferer,  either  in  the  case  of  an  indorsed  Bank 
>te  or  a dietiue. 

35.  We  have  shown  (Credit)  that  a mor- 
laut  deals  with  credit ; it  follows  by  tlie  pre- 
‘diiig  considerations  lliat  a banker  is  a dealer  in 
'edit.  A morehant  brings  him  di‘bts  paj'able 
mie  time  after  date,  for  sale,  and  by  a fiouri>li 
' his  pen  the  banker  transmutes  those  into  debts 
lyable  in>tantly,  which  have  precisely  tlie  same 
feet  in  commerce  as  .so  many  sovereigns.  He 
*aps  exactly  the  same  profit  by  creating  a credit 
i favour  of  his  customer,  as  if  he  gave  him  the 


actual  cash.  Vnd  the  cheques  drawn  against 
these  credits,  s»»  created  by  the  banker,  di'ciilate 
commodities  exactly  in  the  same  manner  as  Bank 
notes  do,  which  circulate  commodities  exactly  in 
the  same  manner  that  gold  and  silver  money 
does ; consequently  these  credits  so  created  by 
the  banker  are  Currency,  or  Circulatino 
Medium,  and  lieuce  it  manifestly  follows  that 
Banking  Creiiit  is  Banking  Capital. 

36.  But  tile  preceding  details  by  no  means 
exhiliit  to  theii*  full  extent  the  amu/ing  powers 
of  Banking  in  commene.  AVe  have  given  them 
mei  ely  to  sIiom'  the  general  meaning  of  the  word 
lianking,  AAT  shall  noAv  endeavour  to  exhibit 
.some  of  the  practical  effects  of  the  introduction 
of  Banking  into  a couiiliy  where  it  did  not  pre- 
vioudy  exist,  v hicli  is  the  true  Avay  to  form  a 
real  estimate  ol  its  powers,  aud  its  advantages  to 
the  coinmimity 

37.  Before  the  introduction,  then,  of  Banking 
every  merchaiu  liad  bills  ti>  ]iay,  or  acceptances 
to  meet,  and  1 e bad  al.^o  bills  to  receive.  For 
those  he  had  to  pay,  lie  must  Iiave  kept  the 
amount  in  actual  iiume}';  aud  for  those  he  had 
to  receive,  he  Must  have  kept  at  least  one  (per- 
haps a merchant  in  large  business  must  have 
kept  more  tha  i one)  clerk,  for  the  special  duty 
of  collecting  h\>  bill'.  Moreover,  if  he  made  any 
mistake,  the  lo^s  would  fall  on  himself.  Now, 
he  leaA'Cs  all  hi.s  spare  ca>h  at  his  banker’s,  and 
makes  his  acce)ttames  puyaide  there;  and  besides 
that,  he  sends  nil  the  bilU  wliich  are  due  to  him 
to  his  banker,  who  collects  them  for  him,  and  if 
any  mistake  (iccurs  the  loss  falls  upon  the  banker, 
and  not  upon  him,  MoreoA  er,  Avhen  his  OAvn 
acceptances  fall  due,  he  does  not,  as  Ave  have 
seen,  reiiuire  ti»  have  any  actual  money  at  all  to 
pay  them  Avith.  As  they  become  due  he  discounts 
fresh  bills  with  his  banker,  avIio  creates  a credit 
in  his  faA'oiir  by  writing  diovii  so  many  figures  to 
his  account,  and  tlnis  his  acceptances  are  paid, 
not  in  money,  hot  hy  means  of  the  credit  created  by 
the  Bauher.  4 hus  Ave  see  that  the  Banker  mul- 
tiplies the  pay  ini!  medium  if  the  country. 

38.  XoAV  tile  slightest  refiectioii  Acill  sIioav  any 
one  the  enormous  saving  of  moncA'  that  is  effected 
by  this  means.  It  is  actually  found  in  practice, 
that  it  saves  about  nine-tenths  of  the  actual 
specie  that  Avoitld  be  necessary  to  carry  on  any 
giA'Cii  ainoiint  of  business  without  it.  Noaa',  let  us 
suppose,  that  a country  required  £1,000,000  in 
specie  to  carry  on  any  amount  of  business,  and 
let  us  supjiose  lliat  by  means  of  the  introduction 
of  banking,  it  Avasable  todi'pense  Avith  £000,000 
of  this;  that  is  to  say, that  amount  of  specie 
might  be  displaced,  and  in.^tnunents  of  credit 
substituted  for  them.  Then  it  is  quite  cleai’  that 
these  £900,00(»  in  instruments  of  credit,  Avhich 
performed  the  same  functions  as  the  same  amount 
of  money,  arc  to  be  coiisidenal  in  all  respects  as 
equivalent  to  tliat  amount  of  money  ; that  they 
are  equally  currency,  or  circulating  medium,  as 
the  money  itself.  And  con.sefpiently  £000,000  of 
siiecie  being  disengaged  from  its  functions,  is 
capable  of  being  applied  as  additional  capital,  and 
is  in  fact  equivalent  to  so  much  increased  capital. 
Hence,  Ave  see.  that  the  introduction  of  banking, 
is  a hona-fide.  augmentation  of  capital.  For  we 
unhesitatingly  .assert  this  proposition,  that  if  an 
instrument  of  credit  perfot'ms  exactly  the  same 
functions  as  money,  it  is,  in  a scientific  sense,  to  he 
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considered  as  money.  Hence  avc  arrive  at  this 
conclusion,  that  by  the  introduction  of  bmikiiig 
the  same  ainomit  of  business  may  be  earned  on 
with  one-tenth  of  the  (luantity  of  money,  that 
would  bo  re(|uired  without  it,  or  else^  siit>l>osiiig 
that  the  same  amount  of  actual  specie  is  retaiueu, 
the  (|uantity  of  business  that  may  be  carried  on 
Avith  it  may  be  multipUed  tenpolo*  ^ , I 

39.  Thus  Ave  sec  hoAV  the  prodigious  stimulus  j 
Avhich  is  alAA’ays  practically  felt  on  the  intioduc-  j 
tion  of  banking,  ia  explained.  The  preceding 
details  shoAV  the  enormous  error  of  those  avIio 
think  that  banking  dot's  not  add  to  capital,  that  it 
' only  distributes  existing  caiutal.  It  is  uuquc.s- 
, tioiiably  tiue,  that  no  mode  of  banking  can  create 
actual  gold  soA'creigns.  But  banking  creates  in- 
struments of  credit,  and  if  tlieso  be  A-olnntarily 
received  and  accejited  by  the  commniiity  at  large, 
at  exactly  the  same  value  a.s  if  they  Avere  actual  1 
sovereigns,  theu  just  by  so  mucli  as  tliey  exceed  i 
in  number  the  tiuaiitity  of  actual  soA'ereigns  in  1 
the  banker’s  possession,  they  are  to  all  intents  and 
purposes,  an  addition  to  exL-^tiiig  capital,  lor 
not  onlv  doe.s  he  saA'e  the  use  of  tlie  actual  coin 
in  an  immense  multitude  of  instanees,  Avliere  it  ^ 
Avould  be  required,  if  Banking  did  not  exist,  and  | 
liberates  it,  aud  emildes  it  to  be  applied  to  pro- 
mote commerce,  Avhich  is  in  its  pi’aetical  efl’eets 
identical  Avith  an  addition  of  actual  coin  to  that 
extent,  but  by  the  extra  multiplieatiou  of  his 
promi-ses  to  pay  over  and  above  that,  he  is  enabled 
to  make  Avliat  is  to  all  intents  aud  imrposes  a 
fui*ther  addition  to  the  moving  poAver  of  com- 
merce, to  an  enormous  extent. 

40.  Banking  is,  therefore,  the  most  potent 
engine  for  increasing  the  nndhe  poAver  ot  any 
given  quantity  of  actual  capital,  that  it  is  po>siblo 
to  devise,  consistently  Avith  keeping  up  the  value 
of  the  curreney  at  its  IcacI  A\  itli  bulliMU.  John 
LaAV  savs  most  ju-tly,  “The  introduetiou  of  | 
credit,  liy  means  of  a Bank,  augments  tlie  (luaii-  ; 
tity  of  money  more  in  one  year,  than  a prosperous 
commerce  could  do  in  ten.”  And  just  as  Bank- 
ing  spreads  more  extensively  does  it  multiply 
the  producing  power  of  the  community.  AVc  | 
luiA'e  shoAvn  the  great  econmni'ing  poAver  of  rail-  > 
roads  (Railroad)  in  diminishing  the  quantity  of 
capital  required  to  sup]fiy  any  given  demand  for 
comiiiodities  ; now,  an  extension  of  banking  acts 
precisely  in  an  analogous  manner,^  but  to  a inueli 
gi’oatcr  degree  ; for  not  only  doe.-  it  economize  the 
actual  substance  to  a very  gi-eat  extent,  but  it 
makes  the  “promise  to  pay"  of  equivalent  value 
with  the  actual  payment.  And  it  is  just  in  this 
multiplying  poAver  of  capital  that  the  iu‘iiici]ml 
danger  of  too  ra])id  an  extension  of  Banking  1 
consists.  The  rate  of  discount  ahAays  depends  ' 
upon  the  pintportioii  bctAA'eeii  actual  capital  and  I 
tlie  demand  tor  it,  or  on  the  debts  offered  for  sale.  | 
A sudden  change  in  the  i>ro]iortion  of  these  causes  | 
the  most  violent  fiuciuations  in  the  rate  of  dis-  | 
count.  If  an  unusual  (pianlity  of  capital  is 
throAvn  too  suddenly  upon  the  mai*ket,  the  only 
result  must  be  a ra])id  and  extreme  fall  in  the  ' 
rate  of  discount.  Noav  a too  rapid  extension  of 
Banking,  has  precisely  the  same  effects  as  throAv-  ' 
ing  a vast  quantity  of  capital  suddenly  on  the  i 
market.  For  not  only  do  the  actual  operations  of 
Banking  have  all  the  "^practical  effects  of  adding 
to  the  existing  capital,  but  to  that  Avill  be  added 
all  the  evil  effects  of  over  competition,  au  unnatu- 


rally loAv  rate  of  discount,  thereby  a depreciation 
of  the  ciirrencv  ; an  exjiort  of  bullion,  a joint 
stock  bubble  mania,  with  all  its  rogueries,  then  a 
collapse,  and  commercial  ruin. 

41,  We  see,  too,  by  the  preccling  detaii-S 
the  prodigious  error  ot  the  common  de^crip- 
tion  of  the  business  of  banking.  For  it  is 
almost  univei>ally  con^idwH’d  that  hankers  are 
merehf  ay^enls  between  perstats  who  want  to 
lend  \itid  those  who  want  to  borrow.  Oi  all 
the  fallacies  that  beset  l\»litieal  Economy  at 
the  invseiit  day  tliL*  is  one  ot  the  most  mis- 
chievous and  ]ie.stileiit.  It  is  a striking  example 
of  Bacon’s  idola  fori,  or  fallacies  of  language.  It 
Ls  an  entiri’  misconception  of  tlie  nature  and 
etfeets  of  banking,  and  no  sound  j.rogre^s  can  be 
made  in  Political  Economy,  until  it  is  eutu*ely 
extirpated  from  the  .'iibjeet.  It  is  a misapprecia- 
tioii  of  the  nature  of  banking,  and  is  not  true,  lu 
the  ordinarv  sense  of  the  AVords,  lending  anil 
borrowing; 'becau-e,  in  tin*  ordinary  ca^es  of 
lending  and  borroAviiig,  the  lender  deprivc*s  him- 
s(df  of  the  U'C  of  the  cn]utal  he  lends.  But,  in 
ordinarv  banking,  both  parties  have  the  ciunpleto 
right  to  make  use  of  the  very  same  com.  Ihe 
customer  lends  his  mt.aiey  to  his  bai'kei,  and  Act 
has  the  same  free  use  of  it,  as  it  it  Avas  in  hi.>  own 
— the  banker  employe  that  money  in  pro- 
moting trade ; upon  the  strength  of  its  being  de- 
posited Avith  him,  he  buys  debts  Avitli  his 
“]>romises  to  pay,"  aud  the  person  avIio  Ndl'  the 
debt  has  the  free  use  of  the  very  coin,  Avhich  the 
leuder  has  the  same  viglil  to  demand.  ^ 

4*i.  And  it  is  just  ill  this  very  point,  that  the 
di^tiuct^o^  betAvecii  a banker  iun\  a lull  broker  ck>\i- 
sists.  A bill  broker  buys  bills  of  exelumge  with 
actual  cash,  and  therefore  the  quantity  lie  buys 
eau  never  exceed  the  quantity  ot  ea-'li  he  has.  Ou 
the  other  hand,  a banker  ahA  jiys  buys  bills  Avith 
his  ]»romise  to  pay  cash ; coii'eiiuentiy,  the  only 
limit  he  need  impose  upon  his  Inisinc'S  is  that 
Avhich  his  oavii  judgment  may  suggest  to  him,  to 
keep  in  a condition  to  meet  any  demands  that 
may  be  made  to  him. 

43.  We  must  also  correct  a most  inaccurate 
notion,  Avhich  is  aliiio>t  universally  ]>revaleui,  as 
to  the  nature  of  bankingL  The  common  iioliou  of 
banking  is,  that  it  consists  in  lending!  inoiiry  ou 
the  security  of  Bills  of  Exchange.  Sneh  au  idea, 
liOAveA'cr,  is  protbmnily  erroneous,  it  is  a coin- 
]dele  mi^eollception  of  the  nntniv  of  tlie  bu>iuess. 
When  a banker  discounts  a bill  for  \\U  enstonier, 
he  does  not  lend  him  money  on  the  security  of  the 
bills,  but  he  buys  u debt  that  is  due  to  him.  It  he 
lent  his  customer  money,  it  Avould  be  the  eiisto- 
mer’s  duty  to  repay  file  money,  aa  heii  the  bill 
became  due.  But  every  one  know-  it  is  the  ac- 
ceptor’s duty  to  pay  the  bill,  and  the  eu'toiuer’s 
name  ou  it  is  merely  a warranty  of  soundness,  as 
it  Avere,  of  the  debf;  ami,  it  is  only  in  the  event 
. of  the  acceptor  mit  paying  the  bill,  that  the 
customer  is  liable.  It  the  banker  did  not  think 
the  debt  a good  one  he  aa  oiiUI  not  buy  it,  aud 
Avhen  the  customer  has  sold  it  to  his  banker,  he 
ucA'cr  exjieels  to  hear  ot  it  again.  Now,  many 
persons  admit  that,  if  a man  tvall>fer^  a bill  with- 
I out  iiulorsement,  that  is,  a sale  of  the  bill,  and  not 
a mere  loan  of  money,  but  Avheu  the  transferer 
indorses  it,  they  say  that  alter.s  the  nature  of  the 
transaction,  because,  if  the  bill  i>  not  ]>aid  by  the 
I acceptor,  he  is  still  liable.  But,  the  least  rellcc- 


BANK. 


BANK. 


7 ) 

ti  n will  show  that  this  distinction  is  utterly  un- 
teiable;  booaust*,  in  the  first  place,  it  is  only  a 
cc  itingent  Ikthility^  ami  not  an  actual  liability, 
ui  til  payment  is  deinaiuled.  The  real  differeuce 
b»  tween  selHnjr  a bill,  with  or  M'ithout  indorse- 
m -at,  is  exactly  analo^^ous  to  that  of  selling  a 
In  rse  with  or  without  a limited  uoarraniy  of 
sc  uidness.  If  a man  buys  a horse  without  a 

irraiity,  there  is  an  end  of  the  transaction.  If 
hi  takes  a warranty  with  it,  it  is  usually  limited 
ti.  a certain  time.  If  the  horse  is  sound,  well  and 
gi  >d,  the  transaction  is  fiiiislied  ; but  if  the  buyer 
fi]  ds  out  a blemish,  and  gives  notice  to  the  seller 
U'  thin  the  agreed  upon  timt,  he  returns  the  horse, 
ai  d gets  back  his  money.  liut  though  the 
li;  bility  of  the  seller  of  the  horse  coutiuues  during 
tl  ' currency  of  the  warrant,  it  is  no  debt  until 
ti  ? price  be  demanded  back  again.  It  is  exactly 
tl  .■  same  with  a debt.  The  debt  is  an  article  of 
Cl.  -umerce  just  like  the  horse,  and  the  indorsement 
is  ill  its  nature,  a warranty  of  its  soundness;  and, 
li  e most  warranties,  very  strictly  limited  in  its 
d ration,  because  it  oiilv  lasts  for  a very  short 
ti  lie  after  the  debt  is  known  to  be  bad,  (ixdobse- 
M :nt),  in  most  cases,  only  twenty-four  hours. 

II  the  holder  of  the  bill  neglect  to  demand  pay- 
in  nit  within  that  time  fi'om  the  indorser,  his 
n iiedy  is  gone,  and  tin*  indorser  is  discharged, 
e:  actly  as  hi  the  case  of  an  ordinary  warranty. 
T • say,  therefore,  that  a banker  lends  money  to 
hi  customer  upon  the  security  of  the  bills,  is  just 
a?  UTatioiial  as  to  say  that  the  buyer  of  a horse 
lo  ids  money  to  the  seller,  on  the  sectirity  of  the 
hi  rse.  The  true  descriiition  of  the  ordinary 
bt  siiiess  of  a banker  is,  that  he  buys  debts  with 
w trrauty  of  soundiicss,  with  his  “■  promises  to 

pj  V." 

44.  The  preceding  details  also  shew'  the  eu- 
ti  e tallacy  uf  the  almost  universal  opinion  that 
tl  3 lanulmi  Hanks,  public  and  jirivatc,  otlier  than 
tl  ' Bank  of  Bnglaiid,  are  mere  Banks  of  Deposit, 
ai  d are  nut  Banks  of  Issue.  Thus,  Mr.  lUcCul- 
lo  h says,  f Dictionary  of  Commerce^  Art.  Dank^J 
“ Banks  are  commonly  divided  into  the  two  great 
cl  sses  of  Banks  of  Deposit  and  Banks  of  Issue. 
T lis,  however,  apiiciu'S,  at  first  sight,  to  be  rather 
ai  imperfect  classification,  inasmuch  as  almost 
al  Banks  of  Deposit  are,  at  the  same  time,  Banks 
ut  Issue,  ami  ahaost  all  Banks  of  Issue  are  also 
B viiks  of  Deiiosit.  But,  there  is,  in  reality,  no 
ai  ibiguity  ; for,  by  Banks  of  Deposit  ai’e  meant 
B mks  for  the  custody  and  em\)loymeut  of  the 

III  mey  de]»osIted  with  tliein,  or  intrusted  to  theii' 
c;  re  by  their  customers,  or  by  tlie  juiblic ; while, 
b;  Banks  of  Issue,  are  meant  Banks  which,  be- 
si  les  employing  or  issuing  the  money  intrusted  to 
tl  ‘in  by  others,  issue  money  of  their  own,  or  notes 
p:  yuble  oil  demand.  The  Bank  of  England  is 
01 1'  principal  Bank  of  Issue,  but  it,  as  well  as  the 
or  ler  Banks  in  the  dilFereiit  ]mrts  of  the  empire, 
tl.  u issue  Holes,  is  also  a gi*eat  Bank  of  Deposit. 
7 >e  private  Banking  Companies  of  London.,  and 
th  carious  Pn>cincial  Banks  that  do  not  issue  notes 
oj  their  oww,  are  strictly  Banks  of  DErosiT.” 
\\  e have  110  hesitation  in  affirming  that  this  last 
p:  ragraiih  is  an  entire  misconception,  because  the 
pi  liu  meaning  A'  it  is,  that  the  private  Banking 
C iinmnies  of  London  do  not  create  credit., 
w lereas,  w e have  shewn  that  the  business  of  Bank- 
in  r consists  in  creating  credit.  The  Banks  of 
V -nice,  Amsterdam,  and  Hamburg,  are  what  we 


consider  the  pure  types  of  Banks  of  Deposit,  be- 
cause the  notes  they  issued  only  represented  an 
ecpial  quantity  of  bullion,  and  they  did  not  add  to 
the  quantity  of  the  currency.  A\’hereas  all  the 
London  Banking  Companies  to  the  circulating 
medium,  and,  therefore,  they  are  all  to  be  con- 
sidered, in  a sen  ntific  sense,  as  Banks  of  Issue. 

45.  We  thus  see  how'  entirely  fallacious  is  the 
classification  of  Banks,  as  Banks  of  Di'posit,  and 
Banks  of  Issue,  according  as  they  issue  Bunk  notes 
or  not.  Becausi.*  the  Banks  of  Venice,  Sweden, 
Amsterdam,  and  Hamburg,  which  were  pure 
Banks  of  Deposit,  all  issued  notes;  and  the  London 
Banking  Companies,  which,  in  a scientific  sense, 
are  all  banks  of  issrie.,  do  not  issue  notes.  The 
true  criterion  of  wlirther  a Bank  is  one  of  Deposit 
or  Issue,  is  to  ho  found,  in  our  opinion,  in  the 
cu’cumstaiice  wlietlier  it  does,  or  does  not,  mul- 
tiply instrumcnis  of  credit.  That  is,  whether  it 
does  or  does  not  create  instruments  of  credit  ex- 
ceeding  the  quantity  of  bullion  it  has  in  deposit  to 
represent  them. 

46.  To  show  how  comjiletely  at  fault  even 
the  most  eminent  writers  arc  on  the  nature  and 
eliects  of  Banking,  we  shall  quote  an  extract  from 
Mr.  J.  S.  Mill  {Principles  of  Political  Economy^ 
Book  ///.,  Chap.  24,  § 3).  In  treating  of  the 
regulation  of  a currency^  and  the  efiects  of  the 
Bank  Act  of  1844,  he  says  in  a note,  “It  would 
not  be  to  the  pnqiose  to  say,  by  way  of  objection, 
that  the  obstacle  may  be  evaded  by  granting  the 
increased  advance  in  book  credits,  to  be  drawn 
against  by  cheques,  Avithout  the  aid  of  Bank 
notes.  Tliis  is  indeed  possible,  as  Mr.  Fullartun 
has  remarked,  -uid  as  I have  myself  said  in  a 
funner  chapter.  But  this  substitute  for  Bank 
Note  Ct  RRF.NCY  certainly  has  not  yet  been 
ORGANIZED;  aid  the  law  having  clearly  mani- 
fested  its  intent'On  that  in  the  va.'*e  sitpjiosed  in- 
creased credits  should  not  be  grunled.i  it  is  yet  a 
problem  whether  the  law  would  not  reach  what 
might  he  regarded  as  an  evasion  of  its  pi'ohibitions., 
or  whether  deference  to  the  law  icould  not  produce 
( as  it  has  hitherto  done on  the  part  of  Banking 
establishments^  conformity  to  its  spirit  and  pur- 

as  well  as  to  its  mere  letter.^'  We  have  seen 
111  the  i»recedin{:  sections  that  what  Mr.  Mill  says 
has  not  yet  bet  u organized,  and  which  the  law- 
might  ijossibly  put  doAVii,  is  the  very  thing  in 
which  London  Banking  has  consisted  for  upwards 
of  seventy  years  ' 

47.  ^Moreover,  the  Bank  Act  of  1844  w as  for 
the  exjiress  purpose  of  preventing  Banks  from 
creating  credit ; and  the  almost  universal  opinion 
is  that  it  does  >o — that  it  makes  the  currency 
vary  in  amount  exactly  as  it  w’ould  do  if  it  were 
jHirely  metallic.  The  preceding  details  show  that 
the  ordinary  business  of  London  Bankers  con- 
sists in  the  daih  creation  of  millions  of  promises 
to  pay.  And  Ave  have  no  hesitation  iii  affirining 
that  the  popular  belief  that  the  Bank  Act  of  1844 
prcA'ents  Bankei  s from  creating  credit,  is,  since  the 
belief  in  the  Balance  of  Trade,  beyond  all  com- 
parison the  mosi  PROFOUND  DELUSION  THAT  EVER 
DECEIVED  THE  1 UBLIC  MIND. 

48.  Thus,  tuo,  a distinction  which  is  A'cry 
strongly  insisted  upon  by  an  infiuciitiul  class  of 
persons  at  the  present  day,  is  shown  to  be  utterly 
fallacious.  For  they  druAV  a strong  distinction 
betAveeii  “Banking’’  principles  and  “Currency” 
principles,  maiiitaiuing  that  baukers  have  no 
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business  to  create  currency,  but  that  tlieir  simple 
functions  are  to  lend  out  the  money  dejmsitud 
witli  them  by  their  customers.  Ami  they  hug  the 
fond  idea  lliat  the  Bank  Act  has  eiitorced  this 
distinction,  which  avc  have  shoAvn  is  a pure 

delusion.  . , , 

49.  To  shoAA'  the  enormons  practical  beiients 
that  may  be  ]»roduccd  by  Banking,  CA  cn  bv  a bad 
SA'stem,  Ave  Iuia'C  only  to  adduce  its  efiects*  in 
England,  in  the  second  half  of  the  last  century,  j 
Burke  says  that  Avheii  he  came  to  London  there  ^ 
AA'cre  not  tAVclA'*.*  bankers  out  ot  London.  But  in 
1769,  the  first  imteiit  fur  the  steam-engine  Avas 
taken  out  by  dames  AVatt,  and  the  spinning 
jenny  Avas  invented,  and  soon  after  that  the  | 
country  Avoke  uj)  from  its  letliargy,  and  com-  ] 
iiienced  those  great  engineering  AA'orks,  which  | 
have  so  pre-emiiieutly  distinguished  it  from  that 
day  to  this.  Now,  to  carry  out  these  Avorks  an 
enormous  amount  of  capital  in  the  form  of  money 
was  absolutely  requisite,  but  it  avouUI  have  taken 
a hmg  time  to  aeeumulate  this  necessary  quantity, 
and  it  would  have  required  an  enormous  exi)eii.<e, 
because  the  necessary  quantity  of  gold  and  silver  | 
could  oiiIa'  haA'e  been  acquired  by  the  exportation 
of  ail  equal  quantity  of  manufactures.  But  this 
w'as  the  ease — an  iimumerable  (piautity  of  bankers 
started  up  in  all  direeliuiis,  whocreated  their  pro- 
tnissorv  notes,  AA'hich  circulated  exactly  as  actual 
money  did.  and  performed  exactly  the  same 
functions  as  money  did,  ami  by  llicsc  means  these 
gi’eat  Avorks  AA’cre  caiTied  out.  Now,  it  is  no  doubt 
true  that  the  moinqtoly  of  the  Bank  of  England 
prcA’cnted  large  ami  puAverfiil  banking  companies 
being  formed,  Avliich  would  have  supi>Hed  a solid 
curreiiey,  ami  that  a very  great  number  of  these 
“baukeVs”  AA'ere  merely  petty  tradesmen,  avIio 
AA'ere  quite  unlit  to  pm-form  the  funetioiis  they 
had  assumed,  but  yet  it  is  an  undeniable  truth, 
that  the  notes  they  isMied,  however  bad  they 
ultimately  Avere,  so  long  as  they  actually  did 
cireiilato,  Avere  cireulnting  medium,  ami  they  pro- 
duced the  same  eliects  as  gohl  and  silver,  and 
thev  were  capital.  A bad  and  dangerous  species 
it  is  true,  but  yet  ca])ilal.  And  it  Avas  by  means 
of  them,  that  that  prodigious  iudiiririal  activity 
Avas  inaintained.  And  this  Avell  exemplifies  the 
error  of  those  wlio  think  that  Bank  notes  are  not 
capital,  because,  say  they,  that  if  one  of  the  public 
hold  one  of  the  banker's  notes,  the  banker  oAves 
it,  and  thus  the  di-bt  and  the  credit  being  equal, 
the  result  is  nil.  But  that  is  not  the  true  mode 
of  A'ieAviug  the  question.  It  is  perfectly  true, 
that  if  payment  lie  demanded  for  the  note,  the 
banker  must  pay  it,  aud  the  note  is  extinguished. 
But  that  is  not  tlie  Avay  to  look  at  the  question. 
Until  payment  is  demanded,  the  banker’s  liability 
is  only  contingent.  Now,  by  issuing  his  notes,  he 
creates  products,  Avhich  have  exchangeable  rela- 
tions AA’ith  otlier  things.  A bank  note,  therefore, 
until  payment  is  demanded  for  it,  circulates  as  an 
iiidepemleiit  economic  entity,  just  like  money. 
And,  therefore,  Avheii  a banker  can  maintain  a 
gi'eater  amount  of  his  notes  in  circulation  thau 
he  keeps  money  on  deposit,  he  creates  exchange- 
able products,  Avliich  may  be  used  exactly  sis 
money,  aud  are  therefore  capital.  No  doubt  the 
area  they  circulate  in  is  much  smaller  than  the 
area  money  circulates  in,  but  yet  within  tliat 
area,  hoAvever  small  it  may  be,  they  are  equiva- 
lent to  money. 


50.  A most  important  function  which  Banks 
perform  is  that  of  rapidly  transferring  capital 
from  one  branch  of  business  to  another,  and  Ironi 
one  part  of  the  country,  A\  herc  it  is  siqu'rabun- 
dant,  to  another  part,  Avhore  it  is  deficient.  As 
the  AA’hole  machinery  of  commerce  is  carried  on 
by  means  of  credit,  if  one  branch  ot  busiiiess 
falls  oti;  the  bills  in  that  branch  Avill  diminish, 
and  if  anuther  branch  is  developing  itselt  rajudly, 
bills  in  that  branch  Avill  increase.  Now,  it  there 
were  no  baukers,  persmis  Avho  had  bills  to  sell 
might  have  much  ditficulty  and  trouble  in  finding 
])ersoiis  to  buy  them,  aud  the  devefi^pment  ot  in- 
dustry Avould  be  stunted.  But,  by  means  of  Bank- 
ing, they  merclA'  sell  more  bills  to  their  banker, 
and  if  he  has  nWe  money  at  his  eommaiid  from 
other  business  falling  off,  he  immediately  traiislers 
capital  from  one  to  the  other.  MureuAxr,  capital 
lias  alwavs  a tendency  to  accmmilate  in  agi'i- 
ciiltural  districts,  and  to  be  deficient  in  commer- 
cial districts,  lu  tlie  olden  time, before  the  insti- 
tution of  bankers,  people  in  the  country  used  to 
bury  their  cash  in  the  ground,  or  in  secret  re- 
^ cesses  of  their  houses,  avIktc  it  lay  uuproductiAC. 
Noav  it  is  collected  by  country  bankers,  and  re- 
mitted to  the  seats  of  coimnercts  Avherc  there  is 
a constant  demand  fur  it.  lu  Scotland,  AAliere 
Banking  has  been  free  for  a lung  period,  the 
great  Banks  have  branche.s  butli  in  the  agricul- 
tural and  in  the  commercial  di>tricts.  The  agri- 
I cultural  branches  remit  the  surjilus  ca>h  ot  (heir 
1 districts  to  the  head  ofiice  in  the  metropolis, 
Avhich  sends  it  doAAUi  to  the  commercial  districts. 
In  England,  until  comparatively  recent  times, 
this  AAiis  not  possible,  beeause,  until  1834,  tliere 
AA’ere  no  Joint  Stock  Banks  in  Lond'*ii,  c<mse- 
quentlv  each  separate  country  banker  remitted 
the  surplus  from  his  oaaii  neighbourhood,  and 
I lodged  it  in  some  A\*ay  in  London,  in  a great 
' mauv  cases  AA  ith  the  great  bill-brokers  at  call. 
But  the  commercial  districts  equally  telt  the 
Avant  of  capital,  consequently  the  bankers  in 
those  districts  remitted  the  bills  they  had  already 
luiiight  from  their  enstoiners,  and  sold  them  to 
tlie  Lomloii  bill-brokers,  and  hence  arose  tiiat 
system  of  rediscounting  Avliich  lias  been  so  much 
condemned.  It  is  the  only  Avay  of  getting  over 
the  impediment  created  by  the  momipoly  ot  the 
Bank  of  England  to  the  traii>fer  of  capital  from 
the  agricultural  to  the  manufacturing  tlistriets. 

5L‘  The  preceding  details  Avill,  Ave  hoi>e,  give 
an  adequate  idea  of  the  enormous  importance  of 
the  Banking  sy.'ttem  in  the  economy  of  the  coun- 
trv.  It  is,  in  fact,  the  heart  of  the  Avhole  com- 
mercial boily.  It  attracts  to  it:.elf  capital,  the 
life-blood  of  commerce,  in  the  niimitest  rills,  from 
I every  direction,  and  having  accuuudaled  it  in  a 
gi'oat  reservoir,  propels  it  through  all  the  arterie-^ 
and  channels  of  ooimnerce,  vivitying  ami  nourish- 
ing it,  and  spreading  A’igoiu’  and  health  through 
the  Aviiole  commercial  body. 

52.  Banking  is  iioav  of  such  trauscendant  im- 
' portance  iu  nuwlern  society,  ami  it.^^  ramifications 
are  so  spread  through  all  classes  of  the  commu- 
nity, that  a convulsion  in  the  Banking  system 
spreads  terror  and  desolation  throughout  the 
Avhole  community.  An  accurate  knoAvledge  of 
the  history  and  principles  of  Banking  is  of  sur- 
passing consequence  to  all  Political  Economists; 
I Ave  shall,  therefore,  lay  before  our  readers  an 
! historical  account  of  the  chief  events  in  the  his- 
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t try  of  Bankinjj  in  the  most  important  countries 
I I such  a matter  as  this,  it  makes  very  little 
i mscijuence  which  we  be^in  with,  and  we  shall 
t leretbre  begin  with  that  of  England. 

Historical  Sketch  of  the  Rise  and  Progress  of 
Banking  in  England. 

Banking,  in  the  modern  sense  of  the  w'ord, 

I id  no  existence  in  England  before  the  year 
1 140.  The  exchanging  of  foreign  money  for  that 
( ^ the  country,  whicii  was  the  business  from 
^ Inch  Banking  sprung,  was  a royal  monopoly. 

1 ersons  who  negotiated  loans  of  money  were 
c tiled  money  scriveners.  The  Mint  in  the  Tower 
1 id  ill  some  sense  ])erformed  functions  of  a Bank 
( {'  Deposit,  for  merchants,  both  native  and 
( ireiirn,  had  been  in  tlie  habit  for  a considerable 
t meW  depositing  in  it  their  cash  and  bullion  for 
t le  sake  of  security,  under  the  guardianship  of 
1 10  Crown.  But  iii  IbdO,  King  Charles  I,  being 
i i great  straits  for  money,  as  he  had  quarrelled 
vith,  and  dissolved  Barliameut,  before  it  had 
[ ranted  any  supplies,  by  the  advice  of  the  Lord  ^ 
1 ligh  Treasurer,  Cottington,  suddenly  seized  niton 
1 le  merchants'  cash  and  bullion  to  the  amount  ot 
ri20,000.  The  merchants  immediately  remon- 
5 rated  warmly  with  the  Council  upon  this  breach 
( f faith,  and  ‘timilly  allowed  the  King  to  liave 
.=  40,000  upon  receiving  security  for  its  ro]iay- 
1 lent  with  interest.  This  money,  both  principal 
i ml  interest,  wa>  ultimately  repaid  to  them,  but 
t le  prestige  of  the  royal  honor  was  gone,  the  , 
I lint  lost  its  credit,  ami  the  merchants  were  ob- 
1 ged  to  keep  their  cadi  at  home,  under  the  cai*e 
( f their  own  clerks  and  a\qirentkes. 

54.  :Many  of  these,  however,  went  off  witli 
t leir  maders’  cadi  to  join  the  army.  Others  lent 
i out  to  the  goldsmith'^  clandestinely,  at  interest 
{ t 4(1.  per  cent.  iu*r  diem,  which  they  kept  to 
1 u-mselves.  Tlie  goldsmiths  then  began  to  lend 
( ut  at  interest  the  money  lodged  with  them,  and 
t lev  liegaii  to  receive  deposits  from  the  piildic 
1 enerally,  offering  interest,  and  allowing  the  de- 
I isitors  to  have  reiniyment  whenever  they  pleased, 
giving  receipts  for  the  money  left  with  them, 
i Inch  were  transferalile  by  indorsement.  More- 
f ver,  they  began  to  di-iconut  merchants’  bills  with 
t u*ir  own  ]troiuissory  notes,  payable  to  bearer  on 
( emand.  which  were  then  called  goldsmiths  notes. 
IVople  found  it  mueh  more  convenient  to  leave 
t leir  money  with  the  goldsmiths,  wliere  they 
( ould  have  it  whenever  they  pleased,  along  with 
1 he  interest,  than  to  lend  it  out  on  real  or  per- 

i inal  security.  The  goldsmiths  soon  received  | 
1 le  rents  of  all  the  geiiliemen’s  estates,  which  | 
' 'ore  transmitted  to  town.  !■  ive  or  six  stood  jire- 
( mineiit  aliove  their  brethren,  and  Clarendon 
Continuation  of  Lfe^  P-  1166,^  say>,  that  they 
' .'ere  men  known  to  be  so  rich,  and  ot  so  goodre- 
] utation,  that  all  the  money  of  the  kingdom 
■ .'onld  be  trusted  or  deposited  in  their  hands. 
ind  theif  then  first  came  to  he  called  hankers. 

55.  This  liew  business,  taken  up  by  the  gold- 

I miths,  was  found  to  be  of  great  service  to  the  ; 
h'otector's  government.  Cromwell  was  always 
a*pt  in  monetary  diffieulties  by  the  jealousy  of 
lis  Parliaments,  And  the  ‘‘bankers”  were 
omul  to  be  very  useful  in  advancing  money  in 
iiticipatiou  of  the  supitlies.  By  this  means  they 
►ccame  almost  necessary  to  the  governmeut.  j 
s' or  did  the  government  of  Chaides  II.  find  them  ^ 


less  useful.  The  first  care  of  the  restored 
mouarch  Avas  to  disband  the  terrible  republican 
armies,  but  tluy  re<iuired  to  be  paid  off,  and  to 
do  that,  it  Avas  necessary  to  collect  several  hnu- 
dred  thousand  pounds  in  a feAv  days.  The  sIoav 
receipts  of  tin  taxes  Avere  quite  inadcfpiate  to 
effect  this,  and  the  miiiLters  Avere  compelled  to 
have  recourse  to  the  “bankers,”  and  they  Avercso 
well  satisfied  with  their  proceedings,  that  they 
declared  the  King's  goA'crmueut  could  not  be  car- 
ried on  Avithout  them, 

56.  Their  method  of  doing  business  yv'ith  the 
CroAvn  Avas  as  1‘cHoavs.  As  soon  as  the  fftifqilies 
were  granted,  they  were  sent  for  to  attend  the 
king.  lie  alwaA's  treated  Avith  them  in  person, 
and  showed  them  tlie  gi’eatest  politeness.  Having 
previously  consulted  Avith  his  ministers  as  to  Avliat 
immediate  sums  Avere  required,  he  informed  them 
what  ready  nu-ney  M'as  necessary  by  such  a day. 
They  Avere  ask*'d  Iioav  much  they  ctuild  lend,  and 
Avhat  security  they  aa'ouUI  reqnin*.  Ihich  an- 
sAvered  according  to  his  seA’cral  iibility,  for  tliere 
Avas  no  joint-stock  amongst  tliem;  one  perhaps 
£100,000,  another  more,  another  less.  When 
asked  Avhat  remuneration  they  required,  they  at 
tir^t  named  8 ]-er  cent.,  Avhich  the  king  and  Ids 
ministers  Avere  quite  ready  to  give,  but  ujion 
further  consideration  they  determined  to  leave  it 
to  (he  king's  oa’  ii  bounty,  lest  it  miglit  afterwards 
bo  turned  to  tlieir  disadvantage,  mentioning,  at 
at  the  same  time,  tliat  tliey  themselves  paid  6 per 
cent,  for  it  to  their  customers,  Avhich  Avas  kuoAvn 
to  be  true. 

57.  They  tlien  received  an  assigiimont  for  the 
[laymcnt  of  tlm  first  money  that  came  in,  under 
the  Act  of  rarliiinient,  or  tallies  upon  such  other 
branches  of  the  revenue  as  Avere  least  charged. 
Blit  cA-en  this  Avas  no  security,  as  the  king  and 
treasurer  might  diA-ert  these  payments  to  other 
]uirposes.  “ Tlicrefore,"  says  Clanaidoii,  “there 
Avas  notliing  surer  than  that  it  Avas  notliing  but 
the  niK|iiostion.ibIe  coiitidcnee  in  tlie  king’sjus- 
tice,  Jind  the  treasurer's  honour  and  integrity, 
Avliich  Avas  the  true  foundation  (d  that  credit, 
Avhich  supplied  the  necessities  of  the  government. 
The  king  always  treated  them  very  gi'aeiimsly, 
as  Ids  very  good  servants,  and  all  his  ministers 
looked  upon  tin  ui  as  very  honest  men.”  We  sliall 
shortly  see  how  their  contidence  in  the  king's 
honour  was  repaid. 

58.  Ill  1667  the  first  run  upon  the  bankers 
took  place.  During  tlie  feAv  years  since  the  king 
had  been  restored,  he  hud  brought  the  country 
doAvn  from  tho  highest  eminence  it  had  ever 
attained  to  in  the  affairs  of  Eun»pc,  to  such  a 
state  of  degradation,  tliat  it  aa'us  not  able  to  pro- 
tect its  OAvu  shores  from  the  ravages  of  the 
enemy.  Tlic  Dutch  being  wantonly  provoked 
into  a most  flagitious  Avar,  burned  Sheerness  and 
Chatham,  and  .-veu  sailed  iqi  the  river  as  high  as 
Tilbury,  and  tlie  good  citizens  of  London  heard 
for  the  first,  and  Ave  feiwenTly  hope,  the  last  time, 
the  sound  of  hostile  guns.  The  nntst  ridiculous 
desjiair  and  consternation  took  jio.'isessioii  of  the 
people  of  Lon  htii.  “The  alarm  was  so  great,” 
says  Evelyn  {I)iary.^  //.,  y?.  24),  “that  it 
put  both  country  and  city  into  fear,  a panic,  and 
consternation,  such  as  I hope  I shall  never  see 
more;  every  lx  dy  Avas  Hying,  none  knew  Avhy,  or 
whither.”  Tin*  king  alone,  avIio  never  w'aiited 
personal  courage,  aud  the  Duke  of  York,  kept 
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their  composure,  and  put  to  shame  the  cowardice 
of  a general  officer,  Avho  thought  himself  one  of 
the  greatest  soldiers  of  Euro]>e,  avIio  declared  the 
ToAver  not  to  be  tenable,  and  refused  to  defend 
it.  Every  one  rushed  in  a jianic  to  demand  his 
money  from  the  bankers.  It  Avas  knoAvn  that 
they  had  lent  it  to  the  king,  and  the  people  be- 
lieved that  the  regular  payments  out  of  the 
exchequer  could  not  be  made.  To  quiet  the 
public  alarm,  the  king  on  the  18th  June  issued  a 
proclamation  to  say  that  tlie  payments  of  the 
exchequer  AA'Ould  continue  as  usual,  and  stating 
that  it  Avas  his  steadfast  resolution  to  preserve 
inviolable  to  all  his  creditors,  all  the  securities 
and  assignments  made  fur  rejiaymeiit  of  their  | 
advances ; that  he  Avould  not,  upon  any  occasion  | 
whatever,  permit  any  alteration  or  interruption  ' 
of  those  securities.  lie,  moreover,  said  that  lie  | 
held  this  resolution  firm  aud  sacred  in  all  future 
assignments  and  securities  to  bo  granted  by  him,  | 
upon  any  other  advance  of  money  for  his  service, 
by  any  persons  on  any  future  occasion.  ; 

59.  The  enormous  benefits  Avhich  had  been 
conferred  on  the  commerce  of  foreign  countries, 
bA"  the  institution  of  Banks,  had  not  escaped  the 
observation  of  onr  merchants.  One  of  them, 
Samuel  Lamb,  says  La w'son,  (History  of  Bank-  \ 
?ng,  p.  192  ),  presented  an  humble  address  to  hi.s 
Highness  the  Lord  IVotcetor,  aa  herein  he  de- 
scribed the  great  advantages  the  Hollanders 
derived  from  Banks,  and  the  disadvantages  Eng- 
land laboured  under  fnaii  their  Avanf.  (Lamr, 
Samvel).  In  1658,  Lamb  ]>etitioned  the  IIou>e 
of  Commons  on  the  snbjecl  of  his  Bank,  ami  a 
committee  Avas  appointed  to  consider  it,  but  uo 
record  exists  of  the  re>ult.  More  than  one  iu*o- 
ject  of  a similar  nature  Ava^  brought  forward,  but 
with  an  equally  finiitles'i  result.  Nor  did  these 
schemes  diuiiui'-h  after  the  restoration.  Soon 
after  that  event  multitiules  of  >m  h projects  Avere 
started,  and  A'ery  Avannly  engaged  the  ]mblic  at- 
tention, aud  Avero  very  generally  discussed.  But 
there  Avas  one  fatal  ubjoctioii  to  them.  The 
memory  of  the  seizure  of  tlie  merchants'  money 
by  C'harles  I.,  made  people  doubt  that  a Bank 
could  be  safely  c*stabli>hed  under  a Monarchy. 
The  subject  of  Banks  Avas  discussed  in  a little  ex- 
cursion made  by  Pepys  and  a party,  in  1666.  He 
says.  ( IMartp  \~th  166(i,) — “Sir  Uichard 

Ford  did,  very  undcrstandingly,  mothonght,  give 
us  an  aceouiit  of  the  original  of  tlie  Hollands 
Bank,  and  tlie  nature  of  it,  and  Iioav  they  do 
never  give  any  interest  at  all  to  any  person  that 
brings  in  their  money — though,  Avliat  is  brought 
in  upon  the  ymblic  faith,  intere-^t  is  given  by  the 
State  for.  The  unsafe  condition  of  a Bank  under 
a Monarch,  and  the  little  safety  to  a Monarch  to 
have  any,  or  Corporation  alone,  :ls  London  in 
ansAver  to  Amsterdam,  to  have  so  gi’eat  a AA'calth 
or  credit,  it  is,  that  makes  it  hard  to  have  a Bank 
here.  And,  as  to  the  former,  lie  did  tell  us,  how 
it  sticks  in  the  memory  of  most  merchants.,  how'  the 
late  king,  when,  by  the  AA-ar  between  Holland  and 
France  and  Spain,  all  the  bullion  of  Spain  was 
brought  hither,  one-third  of  it  to  be  coined,  and, 
indeed,  it  was  found  advantageous  to  the  mer- 
chant to  coin  most  of  it,  was  jiersuadod  in  a 
strait,  by  my  Lord  Cottington,  to  seize  upon  the 
money  in  the  Tower;  which,  tliough  in  a few  days 
the  merchants  concerned  did  jirevail  to  get  it  re- 
leased, yet  the  thing  will  iwver  he  forgoC*  And, 
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Sir  William  Temjde  .says,  in  speaking  of  an  event 
wliich  AA'e  shall  shortly  notice  “For  credit  is 
gained  by  custom,  and  seldom  recovers  a stain. 

1 have  heard  a great  example  given  of  this  that 
happened  upon  the  late  King  Charles  I.,  seizing 
£200,000  in  the  Mint,  Avhiih  had  then  the  cretlit 
of  a Bank,  and  for  several  years  had  been  the 
treasury  of  all  the  vast  ]tayiu'*iits  trausiiuttcd 
from  Spain  and  Flanders;  but,  after  this  iuA'asioii 
of  it — although  the  king  paid  back  the  money  in 
a fcAV  months,  Me  Mint  has  never  since  recovered 
its  credit  among  foreign  merehantsf*  An  event 
soon  afterAvards  occurred  AvIiich  not  only  rendered 
any  project  of  a Bank  liopeless,  during  the  Stuart 
dynasty,  but  utterly  destroyed  the  private 
bankers,  Avho  had  rendered  such  e.sseiitial  serA  ice 
to  the  goA'eniment. 

60.  Charles  II.  had  been  restored  amid  tlie 
frantic  entliusiasm  of  the  i)e‘tple,  aaIio  had,  of 
course,  returned  a Parliament  Avliich  retleeted 
tho.*iO  feelings,  and  made  the  most  ample  provision 
for  his  expenses.  But,  nothing  emild  611  the 
yaAvning  gulf  of  his  extraA'agaiice,  and  the  bound- 
less rapacity  of  the  thieACs  and  itlnnderers  Avho 
formed  his"  court.  At  lengtli.  in  1671,  his  re- 
sources were  utterly  exhausted,  and  the  infamous 
pension  he  received  from  France  Avas  utteily  in- 
adequate to  maintain  the  naval  forces  he  Avas 
bound  to  keei>  up.  Ilis  alroeious  proceedings  re- 
garding the  Dutch,  made  him  afraid  t(»  incft  his 
Ihirliament,  avIio  Avere  uoav  in  a very  dilferent 
mood  to  AvIiat  they  Avore  ten  yeai-s  before.  In 
this  extremity  the  king  declareil  that  the  staff  of 
the  treasurer  slnmld  rcAvard  the  ingenuity  (»f  the 
mail,  Avho  should  discover  some  metlmd  of  relief. 
Shaftesbury  is  said  to  ha\'e  the  im  rit  of  originat- 
ing the  idea,  but  Cliffvtrd  reaped  the  proHt  and 
the  honor.  The  ex}>edient  hit  upon  Avas  to  seize 
the  bankers'  money  in  the  Exchequer. 

; 61.  It  ajqtears  that  though  the  perfidy  of 

Charles  I.  had  de.'troved  the  confidence  of  the 
merchants  in  the  faith  of  the  king,  the  bankers 
I had  been  aaoii  over  by  his  long  ai)pareiit  good 
I faith,  aud  gi*aei()iis  treatment  of  them,  aud  they 
deposited  their  surplus  ca>li  in  the  Exelicquer,  iu 
' anticipation,  no  doubt,  of  the  loans  tliat  would 
be  required  of  them.  The  king  Avas  so  delighted 
Avith  the  peculiar  perfidy  of  the  tran^-actioii,  that 
to  the  promised  reward  of  the  treasurer's  staff 
he  siqieradiled  an  ignominious  j*eerage.  On  the 
second  of  Jaiuiarv,  1672,  ajtjH*arcd  a jiroclama- 
ii(Hi,  stating  that  the  itayment-i  ,iui  of  tlie  Ex- 
ehetiiier  Avould  be  .suspended  fur  a year,  but 
interest  at  tho  rale  of  6 la-r  cent.  Avas  promised. 
The  king  by  this  measure  seized  £l,62s,526;  of 
this  sum  £416,725  belonged  to  Sir  Boliert  Vyner 
alone. 

62.  The  bankers,  it  is  true,  were  not  many, 
but  the  money  they  liad  belonged  in  great  jiart  to 
their  customers,  and  these  Avere  10, (KX).  This 
coup  de  finance  aa’Us  so  skillully  done,  tliat  uooiie, 
except  one  or  tAvoof  the  most  intimate  friends  of 
the  conspirators,  had  the  >lighiest  warning.  The 
consternation  Avas  dreadful  in  tho  city.  Numlier- 
less  merchants  AAcre  ruined.  The  distress  aaus 
felt  through  all  ranks  c»f  society.  "WidoAvs  and 
orphans,  avIio  had  no  other  means  *»f  investment, 
had  lent  theii*  all  to  the  liankers.  ^laiiy  persons 
Aveut  mad,  many  died  of  a broken  heart,  many 
destroyed  tliemselves.  It  Avas  at  first  promised 
that  the  suspension  should  only  be  for  a year ; 
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hut  year  after  year  passed  away,  and  neither  the 
principal  nor  the  interest  was  ]iaid.  But  the 
intensity  of  the  pnhlic  suffering  was  too  great, 
and  the  pnhlic  indignation  was  too  tierce  to  be 
neglected.  At  length,  in  April,  Ki76,  the  king 
was  obliged  to  order  the  accounts  of  the  creditors 
to  be  examined  by  the  Chancellor  of  the  Ex- 
chequer. This  having  been  done,  in  April,  1077, 
the  king  issued  letters  patent,  granting  to  each  of 
the  goldsmiths,  their  heirs  and  assigns,  and  for 
the  benefit  of  their  creditors,  in  lieu  and  satis- 
faction of  their  debts,  a yearly  rent,  part  of  the 
liereditary  excise,  equal  to  0 ])er  cent,  upon  the 
debt,  Avitii  a clause  of  redemption,  upon  the  king 
paying  the  ])rincipal  and  arreiirs  of  interest. 
These  letters  were  i>rinted  and  matle  public  on 
the  '23rd  of  IMay,  1677,  and  a bill  to  ratity  them 
was  passed  by  the  House  of  Lords,  on  the  lOtb 
of  July,  1078,  but  unfortunately  M'a.s  not  pre- 
sented to  the  Commons  before  "the  end  of  the 
session,  and  never  became  law. 

63.  The  interest  continued  to  be  paid  till 
Lady-day,  1(383,  when  it  ceased,  the  royalist 
jiarty  liaving  gained  the  uudisjiuted  asceiulancy. 
None  was  paid  daring  the  reign  of  rfaines  II. 
At  length,  in  1689,  in  the  reign  of  William  III., 
the  creditors,  being  worn  out  with  des]>air,  deter- 
mined to  petition  the  Court  of  Exchcftiier,  to 
make  an  order  for  payment  of  tlteir  claims. 
The  C’rown  determined  to  resist  payment,  ami 
tile  litigation  was  protracted  through  eleven 
years,  until  at  length  the  House  of  Lords,  on  the 
23nl  of  January,  1700,  gave  final  judgment  in 
their  favour,  estaidishiiig  their  right  to  the  prin- 
cijial  ami  all  arrears  of  interest,  lint  they  icere 
‘never  pn  'nl  one  fnrthhiy  of  it.  An  Act  wiis  passed 
in  1700,  that  after  the  26th  of  December,  1701, 
the  lureditary  excise  should  be  charged  with 
interest  at  the  rate  of  3 per  cent,  on  the  principal, 
until  ]>ayment  was  made  of  ojie  half  of  the  debt! 
Tims  ended  this  niunstrous  iniquity.  The  prin- 
cipal novm*  was  rejiaid,  but  was  afterwards  con- 
solidated Avith  tlie  South  Sea  Annuities,  and  still 
forms  part  of  the  National  Debt.  It  has  been 
calculated  that  the  loss  to  the  bankers  and  their 
creditors  from  arrears  of  interest  and  retention 
of  the  principal,  Avas  nearly  £3,000,000,  to  say 
nothing  of  the  frightful  expenses  of  such  pro- 
tracted litigation. 

64.  These  itroceodings  utterly  ruined,  as  may 
be  imagined,  the  credit  of  the  Exchequer  of 
Charles  II.  No  such  thing  as  a public  bank 
could  be  thought  of  for  an  instant,  Avith  such  an 
uii^enipulous  man  on  the  throne.  Nevertheless, 
many  .srhmnes  for  the  ]mrpose  were  published 
(I..EAVIS,  Mi  rrat)  but  as  they  came  to  nothing, 
we  need  not  be  delayed  by  further  notice  of 
them,  exeejjt  one.  The  corporation  of  London,  it 
appears,  had  been  invested  from  an  early  ])eriod 
Avith  the  guardianship  of  all  orphan  children  of 
freemen,  Avliilo  under  age  and  unmarried,  and 
with  their  property,  Avhich  was  managed  by  a 
C(nirt  of  Orphans.  By  tliis  means  a large 
amount  of  ])ro])erty  accumulated  in  their  hands, 
called  the  “orphan's  fund,"  which  they  had  been 
so  imprmh'nt  as  to  lend  to  Charles  I.  and 
Charles  II.  This  property,  of  course,  avjis 
SAvalloAvetl  up  by  the  rapacity  of  the  latter 
monarch,  but  the  Corporation  AA'as  accountable 
for  it.  In  this  dilemma,  they  tried  to  get  up  a 
Bank,  ami  the  proposals  Avere  di*a\vn  up  and 
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madepnblic,  by  advertisements  setting  forth  the 
great  bei  etits  to  trade  by  the  establishment  of 
Banks  of  credit,  in  a printed  ]japer,  called 
“EnglamTs  Interest,  or  the  great  benefit  to  trade 
by  Banks,  or  Oflices  of  Credit,  in  London." 
The  iiroposal,  hoAvever,  did  not  meet  Avith  public 
favor,  ami  the  plan  failed,  and  the  orphans'  ])ro- 
perty  Ava^  afterwards  made  good  by  other  means. 

65.  One  institution,  hoAvever,  for  a short  time 
did  succeed  in  establishing  its  existence,  some- 
AA'hat  ill  the  nature  of  those  Italian  Banks,  Avhich 
Ave  have  seen  Avere  called  Monti.  In  1693,  one  of 
the  schemes  devised  to  raise  money  for  AVilliam 
III.,  Avas  a Lottery  to  the  amount  of  a million. 
A number  of  bankers  united  and  agreed  to  pur- 
chase tickets  in  this  Lottery,  and  from  thence 
they  were  called  “the  Company  of  the  Million 
Bank."  Their  affairs  Avere  managed  by  a board 
of  tAventA  -four  directors,  Avho  dealt  in  Govern- 
ment Annuities;  and  their  joint  stock  amminted 
to  £500,000.  This  Bank,  or  Monte,  hoAvever,  did 
not  last  b-ng. 

66.  AA  e must  now  trace  veiry  briefly  the  cir- 
^ cnmstances  that  led  to  the  fonmiation  of  the 

Bank  of  England.  The  troubled  era  of  1688  not 
only,  as  was  natural,  destroyed  Avhat  public  credit 
AA-as  left,  blit  diminished  the  productiveness  of  the 
taxes,  and  the  neAv  government  Avas  obliged  to 
purchase  poi)ularitv  by  abolishing  the  odious 
hearth  tax.  The  tonnage  ami  ponndagi*,  Avhich 
in  the  reign  of  James  II.  yn-oduced  £600,000,  fell 
in  1693  t(  £286,687  ; and  notAvithstamling  s(»me 
additional  taxes  Avere  laid  on,  the  Avluiie  revenue 
in  that  year  was  only  £1,510,318.  8ncli  an 
income  A\as  wholly  inadequate  to  sustain  tlio 
feeble  ami  unsettled  government,  and  the  most 
extensive  frauds  and  robberies  prevailed  among 
the  i)nblio  officers.  Some  of  these  frauds  w ere 
brought  to  light,  and  the  ofteiulers  juinished;  but 
though  commissioners  AV'ore  aii])ointed  for  the 
purpose  of  discovering  the  defaiilbTs,  the  Com- 
mons resolA'ed,  in  1701,  “That  it  Avas  notorious 
that  many  millions  of  immey  had  been  gi\'en  to 
his  Maje.'-ty,  for  the  scrA'ice  the  public,  which 
remain  yet  aaIkiIIv  unaccounted  for."  It  A\'as 
alleged  that  in  Aa'c  years  the  almost  incredible 
sum  of  £ 1 1,000,000  aa'US  thus  embezzled. 

67.  No  sooner  AA^as  AAJIliani  HI.  seated  on  the 
throne,  tlnii  he  rcncAA'ed  Avith  ])erseveriiig  ardour 
tliegi’eat  idea  of  his  life,  that  td'  forming  a great 
European  confederacy  tu  oA'erthroAv  the  i»repon- 
deratiug  nscendaucy  of  Louis  XIA".  Parliament 
and  the  people  Avere  ready  enough  for  AA  ar  Avith 
their  ancirnt  antagonist,  and  sui)plies  aaoi’c  eagerly 
A'uted;  but  thcA^  A\*ore  scarce,  and  difiiriilt  to  be 
got.  The  goAXTiiment  at  first  atteiiqded  to  ]>erse- 
A'ere  in  the  old  plan  of  mortgaging  the  gi’ants  to 
be  AOted  by  Parliament.  Their  attem])ts,  hoAv- 
CA’er,  AA’cre  not  very  successful,  and  in  1690  the 
system  of  alloAving  money  to  be  raised  on  short 
annuities  aajis  begun,  Avhich  AA'as  attended  Avith 
good  sucees.s.  The  increasing  expenses  of  the 
AA'ar,  hoAAcver,  rendered  tltis  jtlan  too  burden- 
some, and  in  1692  a plan  Avas  brought  forAvard 
for  raising  duties  for  the  sjtace  of  99  years,  to 
j)ay  the  interest  of  an  intended  loan  of  £1,000,000 
upon  a tontine  scheme.  The  subscribers  Avere  to 
receive  10  per  cent,  till  1700,  ami  after  that 
£7,000  p(  1*  annum  Avert*  to  be  divided  among  the 
survivnrs,  till  their  number  Avas  reduced  to  scA'cn, 
Avhen,  up(  n the  death  of  each,  his  annuity  was  to 
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lapse  to  the  Crown.  So  Ioav  was  the  credit  of 
the  government,  that  only  £108, ICK)  Avas  obtameu 
on  these  tempting  terms,  and  a clause  Avas 
duced  by  Avlneh  the  subscribers  might  obtain  14 
]>er  cent,  upon  any  life  tliey  chose  to  nominate. 
But  cA'cii  these  Iaa’c  schemes  produced  oul} 

^881,493.  . M 1 • 

68.  All  these  devices,  hoAvcA'cr,  faded  in  pro- 
ducing an  adequate  su]>ply  of  money  to  support 
the  AA'ar,  Avhieh  languished  in  consequence.  1 he 
Altai  proceedings  of  Charles  II.  seem  to  liave 
ruined  tlie  bankers,  or,  at  least,  to  haA'e  deterred 
them  from  making  advances  in  their  former  style. 
The  govenimeiit  Avere  obliged  to  revert  to  the 
humiliating  plan  of  borroAving  from  every  one 
ill  the  city  they  could.  They  Avere  obliged  tu 
solicit  the  Common  Council  of  London  for  so 
small  a sum  as  £100,000,  and  if  they  granted  it, 
the  Coimcilmen  had  to  make  humble  suit  to  the 
inhabitants  of  their  respective  Avards,  going  from 
house  to  house,  to  solicit  conti-ibutiuns;  ami  for 
these  ad\'ances  they  had  to  pay  in  premiums,  dis- 
count, and  commission  from  30  to  40  per  cent. 

69.  The  bankers  who  had  been  plundered  by 
Charles  II.,  ami  their  assigns,  had,  in  despair  of 
their  rights  being  acknowledged  by  the  CroAva 
A'nliiutarily,  been  driA'eii  into  a court  of  \aw. 
Some  of  tliem,  huAvever,  endeavoured  to  come  to 
an  agreement  Avith  the  CroAvn.  When  it  tried  to 
raise  imiiiey  1)a*  Avay  of  piTp(*tual  annuities  in 
1()9 1,  they  thought  that  they  might  make  terms 
for  themselves.  Outlie  18lh  January,  1692,  their 
proposal  was  submitted  to  the  House.  They  said 
that,  Avliereas  tlie  debt  due  to  the  bankers  and 
their  assigns  Avas  aboA'c  £1,340,000  principal,  and 

years’  arrears  of  interest  at  6 per  cent, 
at  Christmas,  1691,  they  jiropused  to  forego  all 
arrears  of  interest,  ami  to  advance  a sum  eipial  to 
tlie  iirincipal,  on  condition  that  interest,  at  the 
rate  of  6 t»er  cent,  should  be  secured  to  tliem  by 
Act  of  Parliament.  This  proposal  av:i.s  subscribed 
by  six  or  .<eveii  gentlemen,  Avhose  principal  money 
amounted  to  £29,378,  several  members  of  the 
the  House,  Avhose  priiu  ijml  aa  us  £5,400,  imme- 
diately declared  their  \>illingness  to  iiecei>t  the 
same  pro]to>als.  They  belie\ed  that  most  ot  the 
otliers  interested  Avoiild  come  into  the  same  ar- 
rangement. After  a feAV  days'  delay,  persmis 
whose  jirincipal  amounted  to  the  furtlier  sum  of 
£39,775  came  in.  Those  avIio  agreed  to  these 
proposals  Avere  chiefly  the  assigns  of  the  bankers, 
and  their  creditors.  The  bankers  tliemselves 
declined  to  join  in  the  arrangement,  for  fear  it 
might  prejudice  their  case  in  the  Exchequer. 
When  the’eonunittee  aaIio  brought  uj)  this  reitort 
to  the  House  first  met,  a proposal  aa  us  nnule  to 
them,  that  certain  i)artios  AA'cre  ready  to  sub>cribe 
a million,  on  condition  of  receiving  £65,000  a 
year,  of  Avhicli  £5,000  was  to  be  for  management, 
and  the  rest  fin*  interest,  and  that  their  bills  of 
property.,  or  stock.,  .should  have  a forced  currency., 
or  be  niade  legal  tender,  in  Avhich  case  they  ofiered 
to  advance  £200,000  in  cash,  to  be  ready  as  a 
Bank,  to  exchange  such  current  bills  as  should  be 
demanded  of  them,  to  give  them  credit,  and  sup- 
port their  circulation,  and  that  they  should  re- 
ceiA'e  5 per  cent,  im  that  sum.  This  scheme  Avas 
devised  by  Mr.  William  Paterson,  and  supported 
by  several  wealthy  merchants  in  the  city.  'I’lie 
committee  declined  to  receiAC  tlie  proposal  Im' 
giving  a forced  currency  to  tliis  stock,  but  they 
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Avero  quite  Avilling  to  receive  such  a i»lau,  and 
make  the  stock  transferable  at  ]de.asure.  The 
proposal  broke  off  upon  this  dificrence.  Paterson 
and  some  of  his  friends  Avere  Avilling  to  Avai\'c  the 
forced  currency  uf  the  stock,  but  nothing  came  of 
it.  Such  AA'a.s  the  first  effort  of  Palerstm  to  found 
a National  Bank.  After  this  failure  no  furtlier 
jiroposal  A\as  made  till  the  beginning  of  K)94, 
Avhen  the  increasing  jmblic  necessities  made  the 
ministry  attempt  to  start  such  aiuither  project. 
Paterson  must  evidently  liaA'e  been  a ]>ersmi  of 
some  Aveight  and  consideration,  lV»r  the  ministry 
sent  for  him  again,  and  requested  him  to  organize 
another  ]ilan.  His  second  project  Avas  to  raise  a 
capital  of  £2,0(K),0(K)  at  7 per  cent,  interest.  His 
iufluenco  obtained  forty  men  to  subscribe  £5,(KK> 
each,  as  a fund  to  circulate  £1,000,000  at  8 jkt 
cent.  Tlie  Lords  of  the  Treasury,  hoAveA  er,  Avho 
were  accustomed  to  alloAv  40  per  cent,  discount, 
(equal  to  66.66  per  cent,  interest!  discocxt) 
on  tallies  at  8 per  cent,  interest,  Avhich  had  but 
four  or  fi\e  years  to  run,  could  not  be  ]>ersuatled 
that  persons  Avould  subscribe  at  ]»ar,  to  a fiiiul 
Avhich  had  no  positive  determination.  Wc  have 
seen  that  the  (bjvermnent  of  Charle.s  II.  alAvay*^ 
boiToAA'ed  at  8 per  cent.  Avitli  the  givatest  facility, 
until  he  robbed  the  bankers,  so  that  the  credit  of  the 
(ioA'enimeiit  of  William  1 1 1.  Avas  now  mucli  Avorse. 
This  plan  underAAont  seA*eral  modifications,  but 
they  all  failed,  and  a lottery  Avas  started  to 
supply  the  deficiency,  Avhich  was  equally  abor- 
tiA*e.  " Not  discouraged  livtlie  failure  of  ail  these 
attempts,  PatiTson  per.sc\erod  ami  fi>rmed  another 
project,  Avhicli  Avas  to  raise  and  circulate 
£1,200,000  upon  a fund  of  £100,000  a year. 
Stnne  party  jealousy  came  at  tin*  op])ortune 
moment  to  assi>t  him.  Mr.  Michael  (iodfrey, 
brotlier  to  Sir  Edmumlbury  (iodtVey.  and  some 
])ersons  Avho  AA*ere  nettled  at  some  transactions 
Avitlithe  East  India  Company,  iioav  took  Paterson 
up,  and,  in  efiect,  supplanted  him,  for  thongli  he 
continued  to  advise  ami  assist  in  the  direction  of 
the  measure,  (iodtVey  stood  fon‘UH)st  in  it.  and 
Avas  considered,  both  by  the  Ministers  and  the 
Parliamenr,  as  the  etficieiit  man,  on  Avhoin  all  de- 
pended, and  to  Avhoin  all  acknowledgments  Avere 

be  paid. 

70.  This  scheme  at  last  succeeded;  after  the 
details  had  beni  settled  in  eoneert  Aviih  the 
ministers,  it  Avas  brought  bef  »re  the  Privy  Coun- 
cil, and  long  and  anxiously  discu>sed  in  the  pre- 
sence of  the  Queen.  It  Avas  introduci*d  into  the 
Ibmse  oi'  Commons  by  Mr.  Mimtagne,  Avho  after- 
Avards  jilayed  such  a cinispicinnis  part  in  ihe 
restoration  of  the  coinage,  and  the  first  gn?at 
eurreiiey  debate  (tf  modern  times  (MoNTAot  E). 
Ami  at  last,  after  jiassing  tlimugli  many  hair 
bri'adth  escapes,  and  being  more  than  once  on  the 
A ery  point  of  being  lost,  the  Aet,  Statute  1694, 
c.  20,  was  ]>assed,  by  Avliich  the  Bank  of  England 
Avas  established. 

71.  b>AV  things  can  be  more  surprising  than 
that  a sy>tem  Avhich  had  been  in  ojieration  for 
centuries  in  Italy,  and  Avhieli  had  euiidneed  so 
much  to  the  stability,  nay,  eA  en  to  the  existeiiee 
of  so  many  of  the  Italian  governments,  had  not 
been  adojited  iii  England  before  this  time.  The 
di‘l)t  created  by  the  establishment  of  the  Bank  of 
England  Avas  the  first  attempt  in  England  to 
raise  money  by  A\ay  of  [»erpetual  amniities;  and 
it  did  not  take  place  until  the  chief  power  in  the 
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state  had  finally  passed  away  from  the  Crown  to  j 
rarliament.  Only  thirteen  years  after  the  Revo- 
lution, the  king,  in  his  speech  to  Parliament, 
30th  December,  1701,  presses  the  House  of  Com- 
mons to  take  care  of  the  public  credit,  “ which,” 
he  savs,  cannot  be  preserved,  but  by  keeping 
sacred  that  maxim,  that  they  shall  never  be 
losers  who  trust  to  a parliamentary  security  ” 
IIow  dirtVreut  fi’Oiu  the  sentiments  of  preceding 
inonarchs I 

7’2.  The  Act  incorporating  the  Bank  of  Eng- 


goods  and  wares,  and  merchandize,  and  if  the 
loan  w is  not  repaid  within  three  months  of  the 
time  ap’eed  uim>ii,  to  sell  such  goods ; and  to  sell 
goods  the  produce  of  their  own  lands. 

IX.  But  they  were  strictly  forbidden,  either 
directly  or  indirectly,  to  deal  or  trade,  or  to 
permit  any  one  on  their  behalf  to  deal  or 
trade  Avdth  any  of  the  money,  stock,  or  effects  of 
the  Corporation,  in  buying  or  selling  any  goods, 
wares,  or  merchajidize,  under  the  penalty  of 
forfeiting  treble  the  value  of  the  goods  to  any 


I 


1 


land  received  the  Royal  assent  on  the  2oth  of 
April,  1G1)4,  and  the  cldef  provisions  in  it  (Sta- 
tute 1694,  c.  ‘20)  are  as  follows : — 

I.  After  providing  for  raising  certain  taxes 
mentioned  in  the  Act,  it  directed  that  the  sum  of 
£100,000  a year  should  be  appropriated  to  the 
encouragement  of  persons  making  a voluntary 
loan  (i.  c.  a Monte)  of  £1,200,000,  for  the  pur- 
Ijvtse  of  carrying  on  the  war  with  France,  in  the 
following  manner. 

II.  The  Crown  might  appoint  commissioners 

to  receive  subscriptions  for  the  sum  of  £1,200,000, 
before  the  1st  August,  1694,  from  any  perst)u 
native  or  foreign,  bodies  politic  or  corpt>rate,  to 
be  paid  into  the  Exchequer,  and  the  said  sum  of 
£100,000  ]KT  annum  was  set  apart,  to  be  paid  to 
tlie  use  of  the  subscribers,  their  heirs,  successors, 
or  assigns.  ♦ * ♦ 

III.  The  Crown  w'as  empowered  to  authorize, 
by  Letters  Patent,  the  subscribers  to  the  loan  to 
assign,  and  transfer  their  stock  and  interest,  and 
to  prescribe  the  manner  of  doing  so,  and  to  erect 
them  into  a corporation,  to  be  called  the  Governor 
and  Company  of  the  Bank  of  England,  w'ith  all 
the  usual  privileges  of  a corporation,  together  I 
with  the  power  to  acquire  and  hold  lands,  rents, 
tenements,  and  hereditaments  of  all  descriptions, 
in  as  full  a manner  as  any  private  individual, 
subject  to  a proviso  of  redemi>tiou. 

I V.  That  in  case  the  whole  sum  of  £1, ‘200, 000 
sliould  not  be  paid  into  the  Excheiiuer  by  the  1st 
.laiinary,  169.5,  tiien  the  i^aynieut  to  the  sub- 
scribers should  only  be  at  the  rate  of  8 per  ceut. 
on  the  sum  advanced : and  that  at  any  time  after 
the  1st  AugusL  1705,  upon  Parliament  giving 
twelve  nnniths'  notice,  and  repaying  the  whole  of 
llie  debt  due,  the  Corporation  should  cease  and 
detennine. 

No  single  person  was  to  subscribe  more 
than  £20,000,  and  one-fourth  was  to  be  paid 
d'twii  at  the  time  of  subscription,  and  the 
remainder  before  1st  January,  1695;  in  case  of 
non-paymeut  of  the  remainder,  the  first  lustal- 
nieiit  to  be  forfeited  to  the  Crown. 

V'l.  Unless  at  least  one  half  of  the  capital 
was  subscribed  before  the  1st  August,  the  sub- 
scribers were  not  to  be  made  a cori>oratioii,  but 
those  who  had  subscribed  might  transfer  their 
stock  and  annuities  as  individual  creditors  of  the 
Crown. 

VII.  The  Corporation  was  strictly  forbidden 
to  borrow  or  give  security  by  bill,  bond,  cove- 
nant, or  agreement,  under  their  common  seal,  for 
any  sums  exceeding  £1,200,000,  excejit  they 
AviVe  allowed  to  do  so  by  Act  of  Parliament. 
In  case  they  exceeded  this  limit,  the  proprietors 
were  to  be  liable  in  their  private  capacities. 

VIII.  The  Corporation  were  allowed  to  deal 
in  bills  of  exchange,  h)  buy  or  bullion,  gold 
and  silver,  to  lend  money  on  the  security  of 


commou  informer. 

X.  All  the  bills,  obligator}*  and  of  credit, 
under  the  seal  of  the  Corporation,  made  or  given 
to  any  person,  might,  by  indorsement  of  snch 
person,  be  freely  assigned  to  any  person  who 
should  voluntarily  accept  them,  and  so  by  snch 
assigui'es  toties  quoties^  by  indorsement  thereon, 
and  all  such  assignees  might  sue  thereon,  in  their 
own  names. 

XL  That  if  the  Coiqmration  should  purchase 
any  Crown  lands  or  advance  any  money  to  the 
Crown  whatever,  except  by  the  special  permission 
of  Parliament,  they  should  forfeit  treble  the  value 
of  all  such  advances,  one-fifth  to  any  common 
informer,  and  the  remainder  to  the  public. 

XU.  All  fines,  amerciaments,  and  judgments 
recovered  against  the  Corporation,  might  be  paid 
by  the  officers  of  the  revenue,  out  of  the  annuity 
of  £100,000. 

In  pursuance  of  this  Act,  a commission  to 
receive  subscriptions  was  nominated  on  the  15th 
June,  the  whole  stock  was  subscrilied  for  in  ten 
days,  and  the  Charter  of  Incorporation  was  issued 
on  the  27th  July. 

73.  This  gi'cat  experiment  Avas  regarded  with 
some  di)ubt  and  misgiving,  even  b}'  its  zealous 
supporters,  they  feared  it  could  hardly  be  suc- 
cessful with  so  moderate  an  interest  as  8 per 
cent.  But  several  very  numerous  classes  of 
people  regarded  it  Mutli  the  utmost  detestation. 
The  usurers,  whose  inordinate  gains  Avere  checked, 
were  filled  Avith  rage.  Some  said  it  Avould 
become  a gigantic  monopoly,  engross  all  the 
money  in  the  kingdtjiu  to  itself,  and  combine 
Avith  the  king  to  set  up  a despotism.  Some 
inveighed  against  its  granting  interest,  Avhich 
they  said  would  draAv  away  money  from  trade, 
quite  forgetting  that  all  the  private  bankers  gaA'e 
iutei*(  St,  and  not  perceiving  in  the  blindness  of 
their  passion,  that  if  the  Bank  alloAA'ed  interest  to 
its  customers,  it  must  advance  money  to  traders 
to  make  it.  Some  became  extremely  anxious  for 
the  morals  of  the  nation,  Avhich  Avere  to  be  placed 
in  extreme  peril  by  the  neAv  Bank.  Some  said 
that  Banks  and  Storks  were  only  to  be  found  in 
republics,  and  pruphecied  a rcA^olution.  Some 
pretended  to  dislike  it,  for  fear  it  should  dis- 
appoint the  king  in  the  expected  supplies.  The 
domedic  enemies  of  the  goA'ernment  were  furious 
against  it,  because  they  saw  hoAv  enormously  it 
avouM  strengthen  the  new  dynasty. 

74.  We  must  iioav  make  a few  extracts  ft’om  a 
a pamphlet  entitled,  A brief  Account  of  the 
inteiuhd  Bank  of  England,  1694,  said  to  be  by 
Mr.  Michael  Godfrey,  which  Avdll  illustrate  the 
view  we  have  given  of  the  meaning  of  the  word 
Bank,  as  Avell  as  the  eficcts  Avhich  were  expected 
to  be  t>ruduced  by  it.  lie  says,  p.  1, — “ The 
Avant  of  a Bank  or  public for  theconv'enience 
and  security  of  great  iiayments,  and  the  better  to 
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facilitate  the  circulation  of  money,  &c."  He  also 
notices  the  common  objections  to  the  institution 
of  a Bank — “But  all  this  while  our  more  re- 
fined politicians  assured  us  that  we  must  never 
think  of  settling  Banks  in  England  Avithout  a 
commoiiAvealth  ; and  this  notion  became  so 
uniA’ersal,  that  it  Avas  a matter  of  derision  for 
any  one  to  seem  of  a contrary  opinion.”  He 
then  confutes  the  supporters  of  the  Land  Bank 
schemes,  and  of  inconvertible  paper  currency, 
“ They  noAv  run  from  their  new  mistake  to  an  old 
one,  that  the  stamp,  or  denomination,  gives  or 
adds  to,  the  value  of  money.  With  this  they  re- 
solved to  run  counter  to  all  mankind,”  and  he 
repudiates  all  idea  of  a paper  currency  not  bjised 
on  gold  and  silver,  p.  9.  “ It  is  necessary  to  pre- 

mise, whatever  our  uotionists  may  imagine  to  the 
contrary : — 

“ I.  That  all  money,  nr  credit^  not  haring  an  in- 
trinsic value,  to  answer  the  contents  or  denomination 
thereof,  is  false  and  counterfeit,  and  the  loss  must 
fall  one  where  or  the  other. 

“ II.  That  the  species  of  gold  and  silver  being  ac- 
cepted aiul  chosen  by  the  commercial  world  for  the 
standard,  or  measure  of  other  effects,  everything 
else  is  only  counted  valuable,  as  compared  with 
these. 

“HI.  M^erefore,  all  credit  not  founded  on 
the  universal  species  of  gold  and  .silver  is  impracti- 
cable, and  can  never  subsist — neither  safely,  nor 
long — at  least,  till  some  other  species  of  credit  be 
found  out  and  chosen  by  the  trading  part  of  man- 
kind, over  and  above,  or  in  lieu  thereof.^'' 

After  describing  the  rise  of  interest,  and  the 
necessities  of  the  goA'ernment,  he  says — “For 
remedy  of  which,  it  Avas  ]»roposed  some  years  ago, 
that  a public  transferable  fund  of  interest  should 
be  established  by  Parliament.  * * ■*  In  this 
manner  it  Avas  proposed  that  the  constitution  of 
this  fund,  should,  in  the  practice,  ansAV'er  the  end 
of  a public  transferable  fund  of  interest,  of  a 
Bank,  and  of  a imblic  Lombard  at  once.”  And 
again,  p.  5, — “All  this  Avhile  the  name  of  a Bask 
or  Corporation  Ava.s  UA'oided.”  So,  p.  7, — “But 
though  the  gilded  name  of  a Bank,  and  the 
popular  one  of  a Corporation,  &c.”  So,  p.  9, — 
“ Others  of  the  learned  tell  u.s  that  this  Bank,  or 
Fund,  Avill  be  so  profitable.”  And  he  clearly 
points  out  what  advantage  it  would  have  in  aug- 
menting the  currency,  p.  17,  “And  if  the  pro- 
prietors of  the  Bank  can  circulate  their  foun- 
dation of  £1,200,000,  Avithout  having  more  than 
two  or  three  hundred  thousand  lying  dead  at  one 
time  or  Avith  another,  this  Bank  Avill  be  in  efiect 
as  £900,000,  or  a million  of  fresu  money 
brought  into  the  nation,  and  £900,000  or  a million 
that  must  liaA'e  been  employed  in  doing  what  the 
Bank  Avill  apply,  may  be  employed  to  other 
purposes.”  Thus  we  see  that  the  express  inten- 
tion of  the  fimiiders  of  the  Bank,  was  to  increase 
the  quantity  of  the  currency,  and  that  such  ail 
idea  as  the  ciirrency  principle,  or  that  the  notes 
in  circulation  should  only  be  equal  to  the  coin 
they  displaced,  is  not  countenanced  by  them. 
(Cl’Erency  Principle). 

75.  The  institution  of  the  Bank  was  followed 
immediately  by  the  greatest  relief  to  the  financial 
distresses  of  the  goA’ernment.  The  Avar,  Avhich 
had  long  been  languishing,  was  prosecuted  Avith 
rencAved  vigour.  All  contemporary  accounts 
agree  as  to  the  flourishing  condition  of  the  Bunk, 


for  the  first  eighteen  months  of  its  existence. 
We  must  direct  the  attention  of  our  readers  to  a 
pamphlet  published  by  Mr,  Michael  Godfrey,  in 
June  or  July,  1695,  (Godfrey,  Michael),  be- 
cause it  Avill  be  found  that  this  pamphlet  con- 
tains statements  of  fact,  Avluch  arc  of  great  im- 
portance ill  the  theory  of  the  currency.  And  the 
circumstances  of  an  event  Avhich  wc  shall  shortly 
come  to,  are  dwelt  upon  by  the  Bullion  Ke]K»rt. 
(Bullion  Report),  and  by  Sir  Robert  Peel,  in 
his  speech  in  introducing  his  Bank  Act  of  1844, 
(Peel,  Sir  Robert),  and  therefore  they  are  of 
great  historical  importance. 

76.  We  ha\*e  shewn  elsewhere,  (Coinage), 
the  disgraceful  condition  in  which  the  siU'cr 
coinage  Avas  at  this  period.  We  have  shewn  that 
it  had  been  gradually  getting  worse  during  the 
reign  of  James  II.,  and  William  III. ; and  that 
guineas,  Avhich  Avere  current  for  21s.,  after  their 
first  appearance,  gradually  rose  till,  in  1695,  they 
Avere  usually  current  at  30s.  each,  from  the 
clipped,  wt>rn,  and  debased  state  of  the  silver 
money.  The  Bank  of  England  differed  in  this 
respect  fi’ora  the  Bank  of  Venice,  that  in  the 
latter  Bank,  the  quantity  of  bullhm  in  the  coins 
deposited  by  its  customers  Avas  Aveighed,  atul  they 
only  received  credit  for  the  actual  mnonnt  of  that. 
Consequently,  it  never  could  be  called  n]Kui  to 
pay  more  bullion  than  it  actually  received.  But 
the  Bank  of  England  had  not  the  same  foresight. 
It  receiAed  the  coins  at  their  nominal  value,  and 
its  notes  were  payable  on  demand;  consequently, 
if  it  received  a depreciated  coinage,  and  paid  its 
notes  in  a full-weighted  one,  it  therel\y  paid 
more  bullion  than  it  received,  and  thereby  incurred 
a manifest  loss,  and  a ]trocess  of  this  kind  C(m- 
tinned  for  any  length  of  time  must  necessarily 
have  brought  on  a stoppage. 

77.  The  Bank  of  England  was  a Whig  pro- 
ject, and  had  been  eminently  successful  in  siqt- 
porting  the  goA'ernment  in  the  prosecution  of  tlie 
Avar.  But  it  had  no  monopoly  created  in  its 
favor.  We  have  already  seen  that  mullittules 
of  projects  of  Banks  were  affoat  at  this  lime. 
Among  others,  there  Avas  one  promoted  by  a 
knot  of  persons,  Avho  Avere  in  many  respects  the 
precursors  of  John  Law.  The  most  not<.»vious  of 
them  Avere  Asgill,  Briscoe,  and  Cliainberlen,  (As- 
GiLL,  Briscoe,  Chamuerlf.n).  Chamberleii  had 
matured  a scheme  for  establishing  a Bank  of 
Credit  upon  land,  and  on  the  7th  of  December. 
1693,  he  and  others  presented  a petition  to  the 
House  of  Commons,  praying  for  leave  to  erect  it. 
This  petition  was  referred  to  a committee,  who 
reported  on  the  oth  February,  1694,  that  it  was 
practicable,  and  likely  to  be  beneficial  to  the 
nation.  Fortunately,  hoAvever,  it  Avent  no  fur- 
ther. The  undoubted  success  of  the  Bank  of 
England  stimulated  the  efforts  of  this  party,  and 
the  plan  Avas  again  brought  forward.  King  AVil- 
liam's  government  were  at  this  time  formed  of  a 
mixture  of  Whigs  and  Tories.  The  Tories 
Avarmly  patr^mized  the  neAv  scheme.  The  capital 
of  the'iieAV  Bank  wjis  to  be  £2,564,000,  Avhidi 
was  to  be  advanced  to  government  on  the 
same  princiyde  as  the  Bank  of  England,  but  its 
trading  capital,  notes,  &c.,  were  to  be  adAaiiced 
solely  to  landoAAiiers,  for  the  cultivation  of  the 
land,  at  3 per  cent.  It  Avas,  therefore,  called  a 
Land  Bank.  The  friends  of  the  Bank  of  Eng- 
land, AA'ho  thought  that  they  had  a virtual,  if  n>'t 
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ail  ex])rossc(l  monopoly,  warmly  opposod  it.  But 
the  country  gentlemen  were  (huzlcd  with  the 
idea  of  obtaining  an  unlimited  quantity  of  money, 
at  ;3  per  cent.,  when  they  usually  paid  three  or 
four  times  as  much.  The  jtoverimient  were  too 
anxious  to  have  such  a timely  assistance  to  carry 
on  the  war,  and  by  these  means  an  Act  was 
passed  for  its  establishment  in  April,  l6i)6. 

78.  The  rivalry  between  the  suiipiirtersof  the 

two  Banks  was  now  inflamed  to  the  highest 
degi'ce.  AVe  have  shown  the  prostration  of  trade 
during  the  time  the  silver  coinage  was  called  in 
to  be  recoined  (Coinage,  Evelyn),  and  before 
there  was  a sufficient  abundance  re-is.sued.  The 
success  of  the  Bank  of  England  had  also  enraged 
tlie  private  bankers  and  money  dealers,  whose 
profits  it  diminished.  All  its  enemies  now  made 
a combined  movement  to  destroy  it.  They  col- 
lected  its  notes  in  all  directions,  and  on  the  5th 
May,  1696,  they  suddenly  presented  for  ])aymeiit 
£30,000  of  notes.  The  Directors,  after  a solemn 
deliberation,  knowing  the  purjutse  for  which 
they  were  presented,  between  twelve  and  one 
o'clock  REFUSED  PAYMENT  of  tlicsc  iiotcs,  but  Con- 
tinued their  payments  to  their  ordinary  cus- 
tomers. As  the  whole  transaction  was  thoroughly 
understood  by  the  public,  this  suspension  of  |>ay- 
ments  did  not,  at  first,  have  much  effect  upon  the 
value  of  their  notes,  notwithstanding  all  the 
efforts  of  their  enemies,  who  went  about  crying 
that  the  Bank  was  destroyed.  But  the  extreme 
.scarcity  of  the  silver  coin  still  continuing,  they 
were  obliged  to  make  a general  suspension,  and 
they  gave  notice  that  they  would  only  jta}'  cash 
f>y  instalments  of  10  per  cent.,  once  a fortnight; 
and  they  conhl  not  maintain  even  that  payment, 
but  were  obliged  to  reduce  it  to  3 i>er  cent,  once 
in  three  mouths.  | 

79.  Blit  the  finances  of  the  state  were  thrown 
into  a state  of  complete  disorder  by  the  total 
failure  of  the  Land  liank  (I^and  Bank).  Great 
arrears  were  due  iu  every  branch  of  the  public  j 
.service,  .some  funds  were  wholly  deficient,  oth(*rs 
produced  much  less  than  was  calculated.  More-  i 
(tver,  the  Bank  itself  liad  not  seen  wherein  the  ' 
true  functions  of  Banking  consisted.  They  gave  1 
notice  in  tlie  Gazette  that  they  would  lend  money 
on  plate,  lead,  tin,  cojtper,  steel,  and  iron,  at 
4 i>er  cent.  ]>er  annum.  Alueh  of  their  funds 
were  locked  iij)  in  these  advances.  The  conse-  ! 
(pience  was,  that  their  notes  somi  fell  to  a dis- 
eount  of  go  jter  rent.  A^*hen  rarliamciit  met  in 
October,  1696,  Exeheqner  tallies  were  at  40,  50, 
and  60  i>er  cent,  disenunt,  Bank  iu4es  at  go  per 
cent.  But  at  this  time  the  Exi  hanges  were 
RESTORED  TO  PAR,  ill  c»nise<juence  of  the  new 
inoiiev  from  the  Alint  coming  into  circiilatinu 
more  freely.  We  must  beg  to  call  the  special 
altentinii  of  our  readers  to  this  fai't,  which  will 
be  found  to  be  of  great  importance,  /haf  hi  Orto~ 
bf*r,  1696,  irhile  Bank  Noted  wore  at  gO  per  cent, 
dfsronut.  the  Kxchanf^es  were  at  par  (Gary,  John). 
Tills  fart  is  of  deci>ive  autlntrity  in  the  theorv  of 
the  Currency  (Billion  Ueport;  Peel,  Sir 
Kouert). 

SO.  AVhen  Parliament  met  in  October,  1696, 
it  ordered  tin*  amount  (ff  arrears  to  be  laid 
before  it.  wln-n  there  ajtpearedto  be  the  enormous 
sum  ot  £6,000.459,  more  than  all  the  ciimnit 
coin  in  the  kingdom  was  supposed  to  amount  to. 
But  these  trying  circumstances  onlv  called  forth  j 
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■ their  p atriotic  spirit  with  increased  force.  They 
irnmed  ately  passed  a vote  that  they  would  not 
alter  the  standard  of  the  gold  and  silver  coin  in 
fineness,  weight,  or  denomination,  and  that  they 
Would  make  good  all  defieieiices  in  the  fumls. 

81.  AAlieii  the  Bank  of  England  was  sub- 
jected (0  the  mortification  of  declaring  a partial 
suspension  of  payments,  it  endeavoured  to 
retrieve  its  credit  by  making  two  calls  of  ‘iO 
per  cent,  each  iqion  its  proin’ietors,  the  second 
of  whi 'll  was  payable  on  the  gOth  November. 
These  measures,  however,  were  not  effectual. 
The  calls  were  not  promptly  paid,  and  their 
funds  were  locked  up.  In  February,  1697, 
Parliament  hud  to  take  iii  hand  the  great 
business  of  restoring  public  credit,  namely  Bank 
notes  jtiid  Exchequer  tallies.  On  the  3rd  of 
February,  1697,  it  agi’ced  to  increase  the  capital 
stock  "f  the  Bank,  by  receiving  new  subscrip- 
tions, whicli  were  to  be  made  good  by  tallies 
and  Bank  notes.  An  Act  for  this  purpose  was 
passed.  Statute  1697,  c.  20.  The  chief  provisions 

, M ere  a.-  folloM's  : — 

I I.  All  persons,  natives  or  foreigners,  bodies 
politic  or  corporate,  might  subscribe  to  the  new 
stock,  and  the  siibscri])tions  might  be  ]»aid  four- 
fifths  in  Exclieqiier  tallies,  and  one-fifth  iu  Bank 
notes,  upon  M*hich  the  CroMu  Avonld  alloM'  8 per 
cent. 

II.  Before  tlie  24th  July,  1697,  the  capital 
stock  ol  tlic  Bank  Mas  to  be  estimated,  and  to 
be  mad"  up  to  100  per  cent. ; any  deficiency  M as 
to  be  made  up  rateably  by  the  proprietors,  and 
any  ovi  i plus  to  be  rateably  ]>aid  back  to  them. 

III.  All  such  subscribers  Mere  to  be  incor- 
jiorated  M'ith  the  proprietors  of  the  old  sti>ck. 

1\'.  The  time  M’lieu  the  CroMU  might  put  an 
end  to  the  Cor|»oration  Mas  iirolongeil  to  tMclve 
nunithsafter  the  1st  August,  1710,  and  repayment 
of  all  Parliamentary  debts. 

A’’,  It  Avas  enacted,  that  during  the  continu- 
ance ot  the  Corporation  of  the  Governor  and 
Company  of  the  Bank  of  England,  no  other 
bank,  or  any  other  corporation,  society,  felloAv- 
ship,  conqiany,  or  constitution,  in  the  nature  of 
a Bank,  should  be  erected,  or  established,  per- 
mitted, sutfered,  countenanced,  or  alloAved,  by 
Act  of  Parliament,  Mithiii  this  kingdom. 

A’l.  The  Bank  Mas  alloAved  to  extend  its 
issues  i.f  notes  beyond  the  original  capital  of 
£I,200,<X)0,  to  the  amount  of  iiom*  capital,  M'hich 
should  be  subscribed,  i>rovided  tliat  they  were 
made  payable  to  bearer  on  demand,  and  in  case 
they  m;i(lo  default  iu  sticli  i>ayment,  they  might 
be  ]iaid  im  ])re.sentnu*iit  at  the  Exchequer,  out  of 
the  aniinity  due  to  the  Bank.  All  notes  above 
the  Slim  of  £l,g00,000,  Avere  to  bear  a dis- 
tiiignishing  mark. 

ATI.  All  the  property  of  the  Bank  Mas  ex- 
empted from  taxes. 

AT  II  Bank  Stock  Avas  to  be  ]»ersunal  pro- 
l>erty,  and  not  real. 

IX.  It  Avas  made  felony  to  forge  or  counter- 
feit anv  Bank  note,  or  obligation  under  the  com- 
mon seal,  or  to  alter,  or  erase,  any  iinlorsemeiit 
on  such  a bill  or  note. 

X.  Bank  Stock  Avas  exempted  from  any 
foreign  ittachmeiit. 

XL  'J’he  debts  of  the  Corporation  aatfc  for- 
bidden to  exceed  their  capital  stock  ; if  they  did 
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their  great  rival,  and  Sir  Francis  Child  pretended 
to  refuse  its  notes.  But  it  must  not  be  denied, 
that  it  Avas  alleged  that  the  Bank  itself  had  been 
guilty  of  these  uiiAvorthy  tricks.  It  is  .said,  in  a 
umler  the  penalty  of  forfeiting  treble  the  value  pamphlet  entitled,  A short  View  of  the  apparent 
of  the  money.  Dangers  and  Mischief  of  the  Bank  o f Bngtainl : — 

82.  Such  M'crc  the  measures  taken  to  restore  “ But  it  must  not  be  d'euied,  that  their  too  gi-cat 
the  credit  of  the  Bank.  AudAA'eob3er\'etWMe/>  credit  has  been  often  emi>loyed  for  oppressing 
OMVi  depreciated  notes  were  taken  as  payment^  and  Others.  The  gentlemen  that  haA'e  had  the  ma- 
trefUed  as  cash  in  the  new  subscription.  And  not  nagement  of  the  Bank  have  too  often  given  si»eci- 
only  that,  but  they  Avere  alloAved  to  issue  fresh  mens  of  their  tyranny ; and  I could  tell  you, 
notes  upon  these  depreciated  notes  and  exchequer  Avheu  by  running  on  a certain  goUlsmith  Avith 
tallies,  as  capital.  These  facts  illustrate  some  intent  to  ruin  him,  and  by  liim  the  credit  of  his 
subtle  points  iu  the  tlieory  of  Credit  (Bank  neighbours,  they  gave  such  a slutck  to  credit  in 
^ Note,  Credit,  Payment).  The  public,  hoAv-  general,  that  they  themseh*es  suffered  severely, 
ever,  AA'ere  still  grievously  .suffering  fi’om  AA'ant  in  their  oavu  contrivances.”  The  malicious  jiro- 
of  a circulating  medium,  during  the  sIoav  progi’css  ceedings,  lioAA^ver,  of  its  eiioinies  called  forth  an 
of  the  re-coinage.  The  Bank  did  not  issue  notes  equal  amount  of  ardour  from  the  govmunent 
y beloAv  £20,  which  M'ere  of  little  use  for  the  ordi-  and  its  friends.  Several  of  the  highest  nubility 
' nary  purposes  of  daily  life.  Montague,  the  Chan-  came  forAvard  to  lend  money  to  the  Corpoi’dtion, 

collor  of  the  Exchequer,  hit  upon  the  plau  of  and  the  Queen  lent  it  her  Avarmest  support.  The 
issuing  Exchequer  bills  for  £10  and  £5.  These  Direcbirs  made  a call  of  20  per  ceut.  on  their 
bills,  at  first,  passed  at  a small  discount,  but  ]iroprietors,  and  by  these  means  sunuouuted 
upon  a second  is.sue  £7  12.s.  per  ceut.  Mas  their  diftieuities,  and  restored  their  credit. 
alloAA'ed,  and  they  AA’ere  received  inpayment  at  85.  In  1709,  the  government  were  again  in  a 
par.  They  soon  rose  to  ])ar.  The  treasury  Avas  state  of  great  pecuniary  embarrassment.  The  pro- 
anthorized  to  contract  Avith  any  persons  to  cash  duce  of  tlie  taxes  scarcely  covered  one  half  of  the 
these  bills  on  presentment,  alloAving  them  a mode-  expenses.  In  this  extremity,  the  ministry  turned 
rate  premium.  They  Avere  alloAved  10  })er  cent,  to  the  Bank  of  England,  and,  by  mutual  arrange 
at  first,  but  the  Exeiieipier  bills  soon  rose  above  ment,  the 'fullowing  terms  Avere  proposed,  and 
par,  and  then  the  interest  Avas  reduced  to  4 per  accejiTed  by  Parliament : — 
cent.  ITider  this  Act,  upAvards  of  £2,000,000  of  L That  the  interest  upon  their  original  stock 
Exchequer  bills  AA’ere  issued.  These  measures  of  £1,200,000  be  reduced  to  6 per  cent.,  Avith  an 
produced  tlieir  eflects  verysloAvly;  for  iu  May,  alloMance  of  £4,000  for  managing  the  debt. 

1697,  the  Bank  called  upon  those  persons  Avho  II-  That  they  were  to  advance  a further  sum 
J Avere  iu  arrear  of  the  calls  due  iu  the  previous  of  £400,000  at  G per  ceut.  interest. 

November,  as  also  those  indebted  to  them  on  III-  That  they  .should  be  alloM'ed  to  double 
mortgages,  ]iaAvii.s,  notes,  bills,  or  other  securities,  their  present  capital  of  £2,201,171  10s.,  at  the 
to  pay  ill  the  said  20  jier  cent.,  and  the  principal  price  of  115  per  ceut.  for  the  new  stock.  I'poii 
and  interest  of  these  securities,  by  the  1st  of  Avhich  they  agreed  to  circulate  £2,500,000  of 
Juue  next.  And  at  the  ciul  of  that  "mouth,  Bank  Exeheqner  bills,  and  receive  an  alloAA  auce  of  6 
note  Mere  still  at  a discount  of  13  and  14  per  percent.;  one  half  for  interest,  and  the  other  for 
cent.  From  that  time  things  gradually  mended,  repayment  of  the  priuci[»al,  and  that  no  more 
The  ncM^  subscriptions  to  the  Bank,  under  the  Exchequer  bills  should  be  issued  Aviihout  the 
Act,  amounted  to  £1,001,171  10s.;  £*200,000  of  consent  of  the  Bank. 

IV'.  Tliat  their  privileges  as  a corporation 
should  be  continued  for  21  years  from  the  1st  of 
August,  1711. 

86.  The  subscription  lists  for  the  neAv  stock 
AA'ere  opened  on  the  22ad  February,  1709,  at  nine  in 
the  moruiug,  and  by  one  o’clock  the  Avholc  sum 
Avas  subscribed  at  the  premium.  And  a million 
more  might  lia\’e  beeu  subscribed  before  eveuing 
if  there  had  beeu  room. 

87.  But  a still  more  important  monopoly  M-as 
created  iu  favoui*  of  the  Bank  by  this  Act.  The 
Act  of  1697  had  only  provided  that  no  other 
Bank  should  be  sanctioned  by  Parliament.  It 
did  not  prevent  any  ]»rivate  Joint  stock  bank 
being  formed,  nor  any  other  corporation  or  com- 
pany setting  up  banking  businc-ss.  Joint  stock 
banks  Avere  perfectly  legal  by  common  law.  But 
yet  they  Averc  deemed  so  essentially  affairs  of 
state,  that  amid  all  the  joint  stock  projects  Avhich 
Avere  started  in  1694,  no  oue  appears  to  have 
thought  of  a joint  stock  bank.  But  about  1708 
a conqiaiiy  called  the  Mine  Adventurers  of 
England,  at  the  head  of  which  Mas  Sir  Humphry 
MackAvorth,  and  Avhich  incimled  several  of  the 
nobility,  commenced  doing  all  sorts  of  banking 
business,  issuing  notes,  6cc.  To  jmt  a stop  to 


Bank  note.s  and  £800,000  of  Exchequer  tallies 
being  taken  out  of  circulatiou,  and  received  at 
par  iu  the  subscription,  raised  the  value  of  the 
remainder,  and  by  the  end  of  the  year  Bank 
note.s,  Avhicli  bore  no  interest,  Avere  at  par,  and 
the  bills,  Avhich  Inire  interest,  AA’ere  at  a lu’cmium. 

83.  We  have  felt  it  necessary  to  be  thus  mi- 
nute and  circumstantial  in  the  account  of  tlii.-i  gi'eat 
monetary  crisis,  because  it  is  of  very  great  im- 
portance in  the  theory  of  the  currency,  and 
because  it  has  been  Aery  i>romiuentIy  noticed  iu 
the  Bullion  Ko]>ort;  and  it  Avill  be  necessary  for 
us  to  examine  the  account  of  it  giA  eii  there,  iu 
its  projier  place  (Bullion  Report),  because  it 
Avas  prominently  brouglit  forward  by  Sir  Robert 
Peel,  iu  his  speech  iu  bringing  iu  his  Bauk  Act 
(►f  1844. 

84.  The  political  troubles  at  the  commencement 
of  the  next  century  placed  the  Bank  in  difficulties 
again,  iu  1704  and  1707.  lu  the  latter  year,  the 
revived  hojies  of  the  Jacobites,  Avhich  Mere 
encouraged  by  Louis  XIV.,  thrcAv  the  country 
into  a panic.  The  public  Stocks  sank  14  to  15 
per  cent.  The  enemies  of  the  dynasty,  and  the 
enemies  of  the  Bauk,  combined  to  make  a run 
ujioii  it.  The  private  bankers  tried  to  swamp 


so,  the  members  were  to  be  liable  iu  their  prh'ate 
capacity. 

XII.  All  persons  were  forbidden  to  buy  or 
sell  tallies,  at  more  than  the  legal  rate  of  interest. 
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this,  the  clause  already  quoted,  § 15,  was  inserted, 
prohibiting  any  company  of  more  than  sis.  persons 
doing  banking  business,  that  i>,  issuing  notes  pay* 
able  to  hearer  on  demandy  or  at  any  less  period 
than  six  months.  And  the  Bank  were  strictly 
forbidden  to  issue  notes  to  a larger  amount  than 
their  capital  stock. 

88.  The  tiuaucial  difficulties  of  the  government 
at  the  Peace  of  Utrecht,  in  1713,  made  it  necessary 
to  have  recourse  to  the  Bank  again.  They  agreed 
to  lend  the  government  £100,000  secured  upon 
Exchequer  bills,  at  3 per  cent.,  upon  receiving 
au  extension  of  their  charter,  >vliich  had  still 
twenty  yeiu’s  to  run.  By  tlie  tirst  Statute  1713, 
c.  11,  its  existence  as  a corporation  was  prolonged 
to  twelve  months’  notice,  to  be  given  after  the  1st 
August,  1742,  and  the  payment  of  £1,600,000. 
By  a second  Statute  that  year,  they  were  autho- 
rized to  lend  money  ui>on  South  Sea  Stock. 

89.  Jn  1716  an  Act,  (Statute  1716,  c.  8)  was 
passed  to  redeem  and  modify  several  of  the  public 
debts  due  to  the  Bank,  but  not  altering  their  privi- 
leges in  any  way,  and  to  make  further  advances  at  5 
per  cent.  They  were  also  authorized  to  make 
such  calls  as  they  pleased  upon  their  proprietors. 
They  wore,  besides,  exempted  from  the  operation 
of  the  usury  laws.  They  were  authorized,  “at 
their  own  good  liking”  to  borrow,  or  take  up 
money,  at  any  rate  of  interest  they  pleased, 
above  tlie  legal  rate,  upon  their  bills,  bond,  or 
any  obligation  under  their  common  seal,  or  upon 
credit  of  their  capital  st(jck,  for  any  time,  or  to  be 
paid  on  demand.  In  this  Act  the  clause  pro- 
hibiting any  banking  partnershi[»  of  more  than 
six  members  was  repeated.  The  public  debts  due 
to  the  Bank  were  consolidated  at  an  annual 
interest  of  5 per  cent.,  and  its  existence  was 
prolonged  indefinitely,  until  all  these  annuities 
and  debts  were  discharged. 

90.  U^p  to  the  year  1711,  all  the  permanent  debt 
contracted  by  the  government  consisted  of  Bank 
of  England  Stock.  The  Bank  had  always  hitherto 
been  allowed  to  create  an  equal  number  of  notes 
to  replace  tlie  money  thus  withdrawn  from  com- 
merce. That  is,  each  loan  to  government  M*as 
attended  with  an  augmeniution  of  currency  to  an 
equal  amount.  Now,  to  a certain  exttmt  this 
plan  might  be  attended  with  no  evil  consequences, 
but  it  is  perfectly  manifest  that  its  principle  is 
utterly  vicious.  There  is  nothing  more  wild  and 
absm’d  in  John  Law’s  theory  of  money  than 
this.  His  scheme  of  basing  a paper  currency 
upon  land,  is  sober  sense  compared  witli  it.  If 
for  every  debt  the  government  incursy  an  equal 
amount  of  money  is  to  be  creutedy  why  here  we  have 
the  philosopher  s stone  at  once.  What  is  the  long 
sought  El  Dorado  compared  to  this  ? Even  in 
that  the  gold  required  to  be  picked  up,  and 
fiishioned  into  coin.  Besides,  people  in  this 
country  would  have  to  go  round  the  globe  in 
search  of  it.  But  let  us  coolly  con.sidcr  the  prin- 
ciple involved  in  this  plan  of  issuing  notes  upon 
the  security  of  the  public  debt.  Stated  in  simple 
language,  it  is  this.  That  the  tvay  to  create 
money  is  for  the  government  to  borrow  money. 
That  is  to  say, — A lends  B money  on  mortgage, 
and  then,  on  the  security  of  the  mortgagey  A is 
allowed  to  create  an  equal  amount  of  money  to 
what  he  has  already  lent ! ! Granting  that  to  a 
small  extent  this  may  be  done  without  any  prac- 
tical mischief,  yet  stated  as  a general  principle, 


what  can  be  more  palpably  absurd  ? The  ravings 
of  Chamberleu  himself  arc  not  more  wild  (Cuam- 
berien). 

91.  At  this  period  the  party  antagonistic  to  that 
which  founded  the  Bank  of  England  were  in 
power.  The  dismissal  of  the  Whigs  had  shaken 
]>ublic  credit.  The  unfunded  debt  of  the  State 
was  enormous  ; it  amounted  to  nine  millions  and 
a half.  Mr.  Harley  (afterAvards  Earl  of  Oxford), 
the  Chancellor  of  the  Exchequer,  revived  the 
idea,  whidi  Ave  have  before  noticed  as  first  sug- 
gested by  Dr.  Chamberleu.  He  persnade<l  a 
number  of  merchants  to  undertake  this  debt, 
upon  receiving  interest  at  6 per  cent.,  and  being 
incoj’porated  as  a Company  for  32  years,  with 
the  exclusive  privilege  of  trading  to  the  South 
Seas.  This  was  hailed  by  liis  party  at  the  time 
as  a masterpiece  of  financial  wisdom.  Such  was 
the  origin  of  the  South  Sea  Company,  a riAal 
whu  h became  infinitely  more  dangerous  to  the 
Bank  of  England  than  the  Land  Bank  in  1696. 
In  1717,  the  government  determined  to  make  a 
strong  effort  to  reduce  the  national  debts.  Pro- 
posiils  were  invited  fi’om  each  of  these  great 
Companies.  The  South  Sea  Company  proposed 
that  their  then  capital  of  £10,000,000  should  be 
augmented  to  £12,000,000  ^ that  the  additional 
£2,t*00,000  should  be  employed  in  redeeming 
several  public  debts,  and  among  these  the  Bankers’ 
debt ; that  the  interest  on  their  original  capital 
should  remain  at  6 per  cent.,  and  interest  at  5 
per  cent,  should  be  given  on  the  neAv  capital  till 
the  24th  June,  1718.  After  that  date,  intere.st  at 
6 per  cent,  should  be  allowed  ou  the  whole 
capital.  That  the  duties  upon  which  such  inte- 
rest Avas  chargeable  should  be  ctnitinued,  and 
any  surplus  after  paying  them  should  be  apjilied 
to  r *deem  other  public  debts.  Tliat  all  sums  of 
principal  and  interest  might  be  redeemed  upon  a 
year’s  notice,  after  24th  June,  1725.  That  their 
capital  and  stock  in  trade  should  be  exempted 
from  all  taxes  Avhatever. 

92.  The  Bank  of  England  proposed  that  their 
prh  ileges  should  remain  untouched  till  1742,  as 
by  the  last  Act.  That  an  annuity  of  £106,500 
due  to  them,  should  be  reduced  to  £88,175  after 
the  25th  March,  1718.  They  oftered  to  advance 
£2,000,000,  at  5 per  cent,  intere.st,  on  Exeherpier 
bills,  redeemable  at  one  year’s  notice  after  1720, 
and  to  circniate  some  others  at  3 ]»er  cent.  That 
the  interest  on  the  Exchequer  bills  they  held 
should  be  reduced  to  Id.  per  cent.  ]>er  diem,  but 
that  no  more  should  be  issued  Avitlioiit  their  con- 
sent. They  were  further  willing  to  advance 
£2,-500,000  for  the  public  service,  at  the  rate  of 
5 per  cent,  per  annum.  They  demanded  that 
their  privileges  should  continue  until  these  sums 
Avore  redeemed.  After  a Avarm  debate,  the  pro- 
posals of  the  South  Sea  Company  Avere  accepted. 
The  Bank  of  England  remonstrated  strongly,  and 
petitioned  Parliament,  reminding  them  of  their 
eminent  public  services,  and  requested  that  all 
the  public  stocks  might  be  made  transferable, 
and  payable  at  the  Bank,  Avhich  duty  they  under- 
took to  perform  without  any  profit  to  themseh^es, 
on  condition  that  no  further  taxes  should  be  laid 
on  their  capital,  or  upon  their  bills  and  notes. 
Upt-n  further  debate,  the  proposals  of  the  Bank 
of  England  were  accepted,  as  aa-cII  as  those  of 
the  South  Sea  Company,  and  three  Acts  were 
liassed  to  carry  them  into  effect.  But  the  South 


Sea  Company  played  a trump  card.  They  in- 
\dted  the  King  to  become  tlieir  governor,  and 
haA'ing  well  bribed  hi.s  fat  German  mistress,  the 
Duchess  of  Kendal,  they  succeeded.  On  the  1st 
February,  1718,  an  Act  was  brought  in,  to 
remoA'e  any  difiicnlties,  and  it  was  read  and 
passed  through  both  Hou.ses  on  the  same  day, 
and  ou  the  next  received  the  Royal  assent. 

93.  This  skirmish  between  these  tAA'o  great 
Corporations,  in  1717,  AA^as  but  the  prelude  to  a 
much  more  gigantic  contest  in  1720.  On  the 
23rd  November,  1719,  the  King  recommended 
the  state  of  the  public  debts  to  the  attention  of 
Parliament.  This  was  preliminary  to  the  intro- 
duction of  a })lau  to  Parliament,  Avhich  the 
Ministry  and  the  South  Sea  Directors  had 
secretly  projected,  and  detennined  to  bring  before 
the  House  before  any  opposition  could  be  orga- 

^ uized  against  it.  It  was  brought  in  on  the  22nd 

January,  1720.  Tlie  details  are  given  in  the 
Parliamentary  History  (Yol.  VII.,  p.  536,)  and 
are  much  too  long  to  be  inserted  here.  But  the 
outline  Avas  as  folloAvs: — They  estimated  the 
whole  of  the  public  debt  at  £30,981,712;  they 
proposed  to  ])uy  up  the  Avliole  of  these,  and  Con- 
solidate them  into  one  fund,  which  was  to  be 
added  to  tlieir  capital,  at  5 per  cent,  interest. 
For  these  privileges  they  offered  a homts  of 
£3,500,000  to  the  State,  payable  in  four  instal- 
ments, to  commence  at  Lady  day,  1721.  This 
astounding  projiosal  Avas  brought  before  the  House 
surprise,  but  its  terms  were  not  so  favourably 
roceiA'ed  as  wjis  expected,  and  ga\'e  the  friends  of 
tlie  Bank  time  to  rally.  They  reminded  the 
House  of  the  great  and  eminent  services  it  had 

^ done  the  public,  and  obtained  fi\'e  days’  delay. 

94.  The  Bank  determined  not  to  be  outdone 
in  audacity.  They  also  underttwk  to  consolidate 
those  debts,  and  add  them  to  their  capital.  LTpoii 

A.  the  Avhole  it  Avas  calculated  that  their  proposal 

was  more  advantageous  to  the  nation,  by  about 
£2,000,000,  and  was  payable  in  less  time.  The 
South  Sea  Company  obtained  three  days’  delay 
to  amend  their  offer.  Tliey  increased  the  bonus 
to  the  public  to  £7,967,500,  besides  other  minor 
points.  The  Bank,  in  a fit  of  wild  desperation, 
amended  their  offer.  The  chief  points  Avere  that 
for  eAx*ry  £100  annuity  for  96  or  99  years,  they 
offered  £1,700  Bank  stock,  and,  after  the  24th 
June,  1727,  the  interest  on  the  whole  consolidated 
funds  should  be  reduced  to  4 per  cent,  absolutely, 
and  thenceforth  be  redeemable  by  Parliament. 

95. ^  The  contest  betA\*een  these  gigantic  riA'als 
was  simply  Avhich  Avas  to  dcA'our  the  other.  The 
debate  avus  long  and  fierce ; Mr.  Robert  Walpole 
was  the  champion  of  the  Bank,  Mr.  Aislabie, 
Chancellor  of  the  Exchetpier,  was  the  patron  of 
the  South  Sea  Company.  The  Bank  of  England 
was  no  Avliere — on  the  2nd  of  April,  the  South 
Sea  Bill  aa’us  read  a third  time,  and  pas.sed  by  a 
majority  of  172  to  55.  Then  it  AA^as  carried  up 
to  the  Lords.  The  debate  Avas  equally  animated, 
but,  as  usual,  less  gannilous ; it  Avas  emled  in  a 
single  day,  and  tlie  victory  of  the  South  Sea 
Company  Avas  still  more  docisi\*o  than  in  the 
Commons.  The  bill  passed  by  a majority  of  83 
to  17.  The  king  closed  the  session  ou  the  11th  of 
June,  and  congratulated  Parliament  on  the  gtxtd 
foundation  tiiey  had  prepared  for  the  payment  of 
the  National  Debt,  Avithout  vdolatiou  of  the 
public  faith. 


96.  The  price  of  South  Sea  Stock  on  the  7th 
April,  whenthe  bill  passed,  aa’hs  £310.  next  day  it 
fell  to  £290.  On  the  12th,  the  directors  ojiened 
their  first  subscription  of  £1,000,000  at  £300  for 
GA-ery  £100,  haA'ing  first  propagated  the  mo.st 
enormous  falsehoods  of  alleged  trading  advan- 
tages they  had  secured  in  the  South  Seas.  TavIcc 
the  sum  Avas  subscribed,  and  in  a foAv  days  the 
subscriptions  Avere  sold  at  double  the  price  of  the 
first  paATiAcnt.  On  the  2nd  of  June  the  stock 
was  £890.  After  some  fluctuations,  the  Corn- 
pan}'  opened  their  books  for  a third  subscription 
at  £1,000;  £4,000,000  were  taken  at  that  price, 
and  before  the  end  of  June,  the  stock  was  at 
£2,000.  The  price  of  Bank  stock  at  the  same 
time  AA'as  £260.  The  two  following  months  Avere 
the  height  of  the  great  delirium.  By  the  middle 
of  July,  the  j)rojects  before  the  country  required 
a capital  of  £300,000,000.  But  the  bubble  was 
then  ou  the  eve  of  bursting.  On  the  2nd  of  Sep- 
tember the  South  Sea  Stock  was  at  £700;  on 
the  13th  it  fell  to  £400.  All  the  efforts  of  the 
directors  to  retricA'e  its  credit  Avere  vain.  They 
Avere  then  compelled  to  make  humble  suit  to  their 
vanquished  rivals.  With  great  difficulty  Walpole 
was  prevailed  upon  to  intercede  in  tlieir  favor 
Avith  the  Bank  of  England.  After  a long  nego- 
ciatiou  the  draft  of  a contract  Avas  agreed  upon 
by  the  Bank  for  proA'iding  means  to  sustain  the 
credit  of  a number  of  their  bonds.  The  terms 
Avere  brought  before  the  proprietors  of  the  Bank, 
and  approved  of  by  them.  Before,  however,  it 
could  be  embodied  in  a legal  form,  affairs  took  a 
A'ery  different  turn.  A great  many  of  the  gold- 
sraitlis  and  private  bankers  had  advanced  great 
sums  ou  the  South  Sea  Stock ; AA'hen  this  fell,  it 
brought  a run  upon  them.  Many  stopped  pay- 
ment, and  absconded.  The  SAVord  Blade  Com- 
pany, who  were  the  cashiers  to  the  South  Sea 
Company,  stopped  payment.  This  iiort ended 
uuh'ersal  bankruptcy.  The  bank  ha<l  been 
assailed  A\dth  cA'cry  species  of  public  abuse, 
because  it  had  hesitated  to  lend  its  aiil  in  sup- 
porting the  South  Sea  Bonds.  EA'ory  one  looked 
upon  it  as  the  sole  pillar  of  credit,  but  it  wa-s  now  in 
danger  itself.  The  general  failure  of  the  bankers 
immediately  brought  a run  upon  it.  The  Bank, 
in  these  straits,  devised  a trick  to  ]irolong  the 
payments.  It  employed  a number  of  cha*ks  to 
tell  out  the  money  that  was  demanded,  as  well  as 
Avhat  was  brought  in.  Payments  AA'ere  made  in 
light  sixpences  and  sliillings,  and  large  snni.s  Avere 
paid  to  particular  friends,  who  Avent  out  Avith 
their  bags  at  one  ffixu',  to  deliA'cr  tlieni  to  people 
placed  at  another,  who  were  let  in  to  ]>ay  the 
same  money  to  tellers,  who  took  time  to  count  it 
over.  These  persons,  of  course,  were  alway.s 
served  first.  By  these  means  time  was  gained, 
the  fi'iends  of  the  Bank  rallied  round  it,  and 
made  large  subscriptions  to  support  the  company, 
the  festival  of  Michaelmas,  at  Avhich  it  Ava.s  usual 
at  that  time  to  shut  up  the  Bank,  came,  and 
Avhen  it  aa'os  opened  again,  the  public  alarm  had 
pas.-icd  off. 

97.  But  .something  was  required  to  be  done 
to  restore  public  credit.  The  South  Sea  Com- 
pany Avere  permitted  to  sell  annuities  to  the  value 
of  £200,000  a year.  The  Bank  bought  them  at 
tAventy  years’  purchase,  and  aviis  alloAved  to  add 
the  £4,000,000  to  its  capital ; it  then  stiMxl 
at  £8,959,995  14s.  8d. 
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98.  Up  to  the  yenr  17*i-2  tlie  Rank  had 
divided  tlie  wliole  of  its  firofits  amotifr  tlie  share- 
lu>l4ler.s  and  had  made  no  reserve  for  any  con- 
tinffeiicies.  The  diviilend  in  constHpiencc  had 
been  extremely  variable.  It  had  fluetuated  fi'om 
I8j  per  cent. ‘in  170(>  to  6 per  cent,  in  1722. 
The  inconvenience  of  this  was  stron^rly  felt,  as 
as  well  as  havinjx  no  fund  to  fall  back  upon  in 
cases  of  einerjrency.  These  had  hitherto  been 
met  by  calls  upon  the  proprietors.  In  this  year 
the  directors  established  a reser\e  fund,  M hich  is 
called  tlie  Rest. 

99.  Several  financial  transactions  tOf>k  place 
between  the  jrovernment  and  the  Rank,  which 
need  not  be  detailed  here.  U]M>n  the  previous 
occasions  of  the  renoAval  of  the  charter,  there 
had  been  much  ]mblic  discusshni  as  to  the  expe- 
diency of  cimtinnin"  this  monopuly.  The  Rank, 
however,  had  always  been  able  to  relieve  the 
continually  embarrassed  state  of  tlie  finances, 
and  had  thus  purchased  its  privileges.  As  the 
time  was  drawinir  near  for  tin*  expiry  of  the 
monopoly  in  1742,  these  discussions  became  more 
frefiuent  and  animated,  and  several  attempts  were 
made  to  set  np  banks  in  such  a manner  as  to 
evade  the  clause  in  the  Aet  of  1 709.  Rut  apiinst 
all  the  ar^mments  of  its  opponents  the  Rank  had 
a very  solid  and  conclusive  reply.  The  govern- 
ment was,  as  usual,  in  difiiculties,  and  the  Rank 
agreed  to  lend  them  D 1,600,000  without  interest. 
In  consideration  of  this,  tlieir  exclusive  privileges 
were  continued  till  twelve  months'  notice  after 
the  1st  August,  1764.  It  M'as  besides  determined 
to  stop  up  all  loopholes  in  the  Act  of  1709,  and 
the  clause  already  quoted,  § 17,  was  inserted, 
framed  in  the  most  comprehensive  terms  that  the 
ingenuity  of  lawyers  could  devise*,  to  prevent  anv 
rivals,  and  which  did  have  that  effect  for  a long 

period. 

100.  In  Septeml>er,  1 74o,  the  rebellion  in  Scot- 
land seemi'd  to  be  assuming  formidable  jiropor- 
tions,  and  produced  a run  upon  the  Rank,  which, ' 
was  fomented  by  the  friends  of  the  Prince,  in 
order  to  get  money  to  assist  him,  as  well  as  to 
embarras  the  government.  Tin*  Directors  re- 
sorted to  the  same  expedient  as  they  had  done  in 
1720 — to  protract  payment,  and  to  give  time  for 
their  friends  to  rally.'  Rank  notes  fell  to  a dis- 
count of  10  per  cent.  In  this  crisis  Sir  John 
Rarnard,  one  of  the  members  for  tlie  city,  took 
the  lead,  and  at  the  head  of  1,600  merchants  and 
Iiriuciital  traders,  met  at  Gamiway’s  Coffee- 
lutuse,  (*n  the  26st  September,  and  came  to  a 
resolution  pledging  themselves  to  support  the 
credit  of  the  Rank  notes. 

101.  In  1746.  the  Ministry  were  again  in  diffi- 
culties from  tlic  political  disturliances  of  the  pre- 
ceding year,  and  they  were  oliliged  to  apply  for 
assistance  to  the  Rank,  The  proprietors  autho- 
rized the  Directors  to  cancel  ^986,000  of  Exche- 
tiuer  bills,  upon  receiving  an  annuity  of  4 per 
cent.,  and  to  create  new  stock  for  that  purpose. 
This  increased  the  paid  up  cajiital  to  .£10,780,000, 
which  was  uot  further  augmented  till  1782.  lu 
1750  the  interest  upon  £*8,486,000  of  the  debt 
due  to  them  from  govermneut  was  reduced  to 
3 per  cent. 

102.  In  1759  the  Rank  began  to  issue  £15  and 
£10  notes,  none  betbre  this  time  having  been 
below  £20. 

103.  In  1764  the  Rank's  charter  expired.  The 


terms  of  renewal  were  an  absolute  gift  of  £110,000 
to  the  nation,  and  a loan  of  £1,000,000  on  Exche- 
quer bills,  for  two  years,  at  3 ]kt  cent,  interest. 
The  ('Inirter  was  rem*we<l  on  these  tenus,  and 
the  monopoly  continued  till  twelve  months'  notice 
after  1st  August,  1786,  and  the  repayment  of  the 
government  debt. 

104.  In  1772  the  first  of  those  gi'ent  commercial 
panics  to(ik  place,  in  which  the  Rank  w'a.s  called 
upim  to  take  a ])roniinent  ]>art  in  suiipoiting 
publi(  credit.  Tlie  two  preceding  years  liad 
been  <listingnished  by  the  most  extravagant  over- 
trading. On  the  lOth  Juno,  1772,  Ilcale  and 
Co.,  l»ankers  in  Threadneedle  Street,  stofqied 
payment,  involving  several  others.  Tlie  Hank  cd* 
England  and  some  merchants  came  forward  to 
sii|)po(’t  credit,  which  for  a few  days  had  the 
ajipearance  of  being  successful.  Rut  in  ten  days’ 
time,  a general  crash  ensued.  Among  others, 
the  givat  banking  house  of  Colebrook  stopped 
payment,  who  were  the  correspondent.s  of  the 
Ayr  Rank,  in  Scotland.  ‘ Tliat  rotten  institution 
stopjxd  payment,  and  involved  a large  district 
of  country  in  niia  and  desolation  (Ranking  is 
ScoTi  and).  The  whole  city  was  in  consterna- 
tion ; there  had  not  been  such  a prosjiect  of  a 
general  bankruptcy  since  tlie  South  Sea  Scheme, 
By  the  measures  taken,  tlie  panic  w'as  at  length 
allayed,  but  the  bankruptcies  of  that  year 
aminiiited  to  the  unprecedented  numher  of  525. 
These  sjteculations  had  been  general  throughout 
Ibirnpe,  and  in  1773  the  crasli  extended  to 
Holland.  About  the  beginning  of  that  year,  the 
failuns  in  that  country  were  of  so  alarming  a 
nature,  and  so  extensive  in  their  influence,  as  to 
threat(*n  a mortal  blow  to  all  credit,  imblic  and 
privat<‘,  throughout  I2urope.  They  were  caused 
by  great  speculative  dealings  in  trade,  as  well  as 
in  the  public  funds  of  ditferent  countries,  and 
the  losses  were  estimated  at  £10,000,000. 

105.  It  was  about  this  j>eriod,  tlunigh  the  exact 
date  is  difficult  to  ascertain,  nor  is  it  very  mate- 
rial, that  the  London  bankers  discontinued  tlie 
issue  of  Rank  notes,  and  adopted  that  change  in 
the  m‘'tluHl  of  doing  business,  which  we  have 
mentione<l  in  § 20.  The  method  of  doing  bu.*<i- 
uess  by  means  of  entries  and  cheques,  instead  of 
Bank  notes,  had  so  many  practical  advantages 
over  them,  that  it  universally  susperseded  them  in 
Lmidoii ; and  from  that  time  forward  London 
bankers  ceased  entirely  to  issue  notes,  though 
they  never  were  forbidclen  to  do  so  until  the  Act 
of  1844.  This  change,  sim]de  as  it  was,  is  of 
great  historical  interest,  for  it  was  the  circum- 
stance wliich  destroyed  the  moiiojioly  of  the 
Rank  uf  England.  By  a furtuiiate  accident,  the 
oppiirlnnity  that  this  method  afibrded  of  circum- 
ventinj;  the  monopoly  of  the  Rank,  was  not  dis- 
covered till  many  years  afterwards.  If  it  had 
been,  tlu*re  cannot  be  a doubt  but  that  Parlia- 
ment Avould  have  put  it  down  ver>^  quickly,  for 
it  was  the  ma  lifest  intention  of  the  Legislature 
to  conler  a bo, la  fide  and  absolute  monopoly  upon 
the  Rank.  When  it  was  discovered,  the  age  of 
such  monopolies  had  yxissed  away,  and  the  de- 
mand of  the  Rank  to  have  it  provided  against 
was  refused. 

106.  The  termination  of  the  seven  years’ war 
took  place  in  1763,  when  it  is  usually  said  that 
this  nation  finally  took  that  rank  in  the  scale  of 
uation^  which  she  at  present  holds.  After  long 
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and  doubtful  contests,  in  Avhieh  victory  often 
trembled  in  the  balance,  the  star  of  Lngland 
triiimpheil  over  tliat  France,  btith  in  the  East 
and  in  the  West.  Cfuneideiitly  with  this,  the 
industrial  energies  and  meehanical  genius  of  the 
nation  burst  forth  with  nnt)arallele(l  sjileiidour. 
Previously  to  this  time,  Great  Britain  was  pro- 
bably more  backward  in  great  public  works 
than  any  .state  in  Euni|>e.  She  could  show 
notliing  that  could  be  comi^ared  witli  the  grixu 
French  and  Spanish  engineering  works.  The 
Canal  de  Briare,  made  by  Henry  IV.,  preceded 
the  first  canal  in  England  by  150  years.  Ihe 
great  canal  of  Languedoc  was  comjileted  upwards 
of  half  a century  before  the  smallest  canal  in 
England  w'as  begun.  Ami  Spain  had  preceded 
France  hy  three  quarters  of  a century.  The  canal 
of  the  Ebro  is  due  to  tlie  genius  of  Charles  V. 
In  Italy,  Gerliert  (Sylvester  II.),  the  morning 
star  of  modern  literature  and  science,  was  famous 
fitr  his  hydraulic  works  in  999;  and  those  of 
Lombardy,  executed  in  the  eleventh  century, 
are  still  the  admiration  of  modern  engineers. 
The  first  Act  fi»r  a work  of  this  nature,  however 
small,  in  England,  was  passed  in  1755.  Facility, 
quickne.ss,  and  chea]mcss  of  transit  are  the  very 
foundation  of  commercdal  greatness.  Brindley, 
the  father  of  the  mo<lern  commercial  gi'eatness 
of  England,  completed  tlie  canal  from  Worsley 
to  iVIanchester  in  1762.  This  was  as  prodigiou.s 
a stride  in  advance  of  the  age  as  the  opening  of 
the  railway  from  ^Manchester  to  LivtTpool  was 
in  its  day.  The  success  of  this  was  triumphant. 
Then  eommeneed  the  great  era  of  canal  making. 
Within  25  years  the  country  was  covered  with  a 
network  of  canals,  such  as  no  other  country  in 
Ibirope,  but  Holland,  can  boast.  Taking  into 
consideration  the  conqiarative  wealth  of  tlie 
Country  at  the  two  periods,  the  period  fnnu  1770 
to  1795  was  fully  as  wonderful  an  effort  in  canal 
making,  as  the  period  from  1830  to  1855  was  in 
railway  making.  Concurrently  with  tliis  prodi- 
gious extension  of  the  powers  of  transport,  an 
equal  extension  of  the  powers  of  prinhictitm  took 
place.  The  year  1769  witnessed  the  birth  of 
James  Watt's  Steam  Engine  and  ArkMTight's 
Spinning  Jenny.  Thus  Rrindi.ey  prepared 
the  means  of  transport,,  Watt  and  Arkwright 
then  enabled  men  to  produce,,  and  Adam  Smith 
taught  them  to  exchati^e.  Alysterious,  that  such 
men,  eacli  of  whose  minds  was  so  marvellously 
ada])ted  to  each  of  the  others,  should  all  fiourisli 
at  tlie  same  time.  Each  of  their  labours  was 
necessary  to  give  full  development  to  the  pow  ers 
of  tlie  others.  It  would  almost  seem  like  a dis- 
l)ensatioii  of  Providence,  that  at  this  jiarticiilar 
]>eriod  such  an  extraordinary  outburst  of  inecha- 
iiieal  genius  took  place.  It  M'ould  almost  seem 
tliat  these  three  men,  Brindley,  Arkwright,  and 
Watt,  M ere  s]»edally  raised  up  by  Providence 
to  elaborate  those  miraculous  resources  M'hich, 
it  is  impossible  to  doubt,  carried  this  country 
triumphantly  through  that  terrific  contest,  which 
was  then  just  about  to  burst  upou  the  M'orld. 

107.  AVe  have  seen  that  the  Rank  of  England 
at  its  foundation  received  no  monopoly.  Rut 
when  \ve  consider  the  unquestionable  services 
whicli  it  had  rendered  to  government,  and  the 
terrific  state  of  public  credit,  owing  very  much 
to  the  total  failure  of  the  Land  Rank,  we  need 
not  be  surprised  that  the  Bank  of  England  em- 


ployed these  circumstances  for  the  pnqviso  of 
pniciiriiig  a monopoly,  nor  ctmsidering  the  iileas 
of  that  age,  can  M'e  ho  surprised  that  they 
received  it.  But,  nevertheless,  making  allow- 
ance for  all  tliese  circumstances,  it  is  one  of  the 
nmst  deplitrable  Arts  that  have  come  dou  ii  to  our 
time.  The  founders  and  the  contem]»orarios  of 
the  Bank  felt  the  benefit  of  its  eminent  services, 
but  the  consequences  of  this  original  sin  fell  M'ith 
terrific  force  on  their  descendants  of  the  third 
and  fourth  generation.  Many  an  evil  priiiciide 
may  lie  dormant  for  a long  time,  and  produce  no 
apparent  mischief,  till  some  particular  cireum- 
stances  arise,  uhich  call  it  forth.  It  was  just 
at  this  period,  that  the  original  sin  of  the  mono- 
poly of  the  Bank  began  to  tell  uiM.m  the  country. 
The  seeds  of  future  ruin,  misery,  and  desolation 
Mere  noM'  somii  broadcast  thnuighout  the  land. 
The  prodigious  develoimieiit  of  all  tliese  industrial 
M'orks  demanded  a great  extension  of  the  cur- 
rency to  carry  them  on.  AA'hat  Mas  required  M‘as 
to  have  banks  of  undoubted  M ealth  and  solidity, 
to  issue  such  a currency.  Bank  of  England  notes 
had  no  circulation  IkwchkI  London.  Its  monopoly 
jireveiited  any  other  great  hanks  being  formed 
either  in  Ltnidon  or  the  jino  inces,  and  it  M*ouId 
not  extend  its  branches  into  the  country.  Scot- 
land possessed  at  this  time  three  great  and  poM'er- 
ful  joint  stock  banks,  and  it  Mas  just  at  this 
period  that  they  began  successfully  to  extend 
their  branches  into  the  country,  England 
required  to  have  a cniTcney,  and  as  it  could  md 
have  a good  one,  it  had  a bad.  Multitudes  of 
shopkeei»ers  in  the  country,  grocers,  tailors, 
drapers,  started  up  like  niushnumis,  and  turneil 
bankers,  inundating  the  country  M'ith  their  miser- 
able notes.  Burke  says  that  Mhen  he  came  to 
England  in  1750,  there  Mere  not  tMolve  hankers 
out  of  Ixnulon,  in  1793  there  M*c*re  nearly  4C>0. 
It  is  110  doubt  true  that  many  of  the  most 
respectable  banking  firms  of  the  present  day  also 
took  their  rise  at  this  time,  but  they  Mere  com- 
parativel}'  speaking  few,  the  great  majority  M ere 
siidi  as  M'e  have  describetl  above. 

108.  In  1782  the  unhappy  Mar  ivith  America 
M'as  fortunately  terminated,  and  imuieiliat(*ly  a 
prodigious  extension  of  the  fi»reign  commerce, 
M'hich  had  been  previously  unusually  restricted, 
took  place.  The  enormous  markets  throM  ij  open 
to  the  inerchaiits,  led  to  the  imtst  extravagant 
over  trading,  Mhich  Avas  greatly  fostered  by  the 
most  incautious  issues  of  the  Bank,  and  a very 
alarming  crisis  began,  Avhich  threatened  to  compel 
them  to  stop  payment.  The  directors.  hoM*ever, 
considered  that  if  they  could  only  restrain  their 
issues  for  a sliort  jierhwl,  the  returns  in  specie  in 
payment  of  the  exports,  Mcnild  soon  set  in  in  a 
more  raiiicl  manner  than  they  Meiit  out.  They 
determined,  therefore,  to  make  no  commiiiiication 
to  the  government,  but  for  the  present  h*  contract 
their  issueSy  until  the  Exchan(;es  turned  in 
their  favor.  The  alarm  felt  by  the  Bank  Avas 
the  gi’eatest  in  tlie  month  of  May.  1783.  They 
then  refusetl  to  make  any  advances  to  the  govern- 
ment on  the  loan  of  tliat  year,  bur  they  diil  not 
make  any  demand  for  payment  id  tin*  other 
adA’aiices  to  the  government,  Avliich  were  then 
betAveen  nine  and  ten  millions.  They  continued 
this  policy  np  to  October,  Avhen  at  length  the 
drain  had  ceased  from  the  country,  and  money 
began  to  flow  in  from  abroad.  At  length  in 
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the  antumn,  when  the  favorable  sijins  began  to 
ap|)ear,  they  advanceil  freely  to  government  on 
tile  loan,  although  at  that  time  the  cash  in  the 
Bank  was  actually  lo\ver  than  at  the  time  when 
tlu-y  felt  the  gi'eatest  apprehension.  It  was  then 
reduced  to  ^473, 000. 

100.  The  doctnno  then  stated  by  Mr.  Bosan- 
f|uet  that  guided  tlie  directors  was  this, — That 
while  a drain  of  specie  is  going  on,  their  issues 
should  be  contracted  as  much  as  possible,  but 
that  as  soon  as  the  tide  had  given  signs  of  ceasing 
and  turning  the  other  way,  it  was  then  safe  to 
extend  their  issues  freely.  This  was  the  policy 
tliey  acted  upon,  and  it  w'as  entirely  successful, 
and  the  credit  of  the  Bank  was  saved. 

110,  The  enormous  multijdication  of  country 
banks  had  given  rise  to  a great  and  undue  exten- 
sion of  internal  trade  in  tins  country,  w'hich  was 
also  tim  case  throughout  Europe,  and  the  United 
States  for  some  years,  bebirc  170*2.  The  amount 
of  bank  notes  in  circulation,  which  was  under  six 
millions  in  1784,  had  increased  to  nearly  eleven 
millions  and  a half  in  1792.  At  length,  in  the 
autumn  of  1792,  commercial  failures  began  both 
hero  and  abroad,  as  well  as  in  America;  the 
average  of  bankruptcies  during  the  first  two 
mouths  had  been  50,  in  Xovember  they  sud- 
denly rose  to  10-5.  This  nnusual  number 
created  great  uneasiness,  but  they  diminished  in 
December.  In  January,  1793,  they  rose  again. 
The  French  revolution  was  now  advancing  with 
ra])id  strides,  the  king  had  been  a prisoner  ever 
since  the  10th  <»f  August.  In  November  the 
Convention  published  what  was  tantamount  to  a 
declaration  of  war  against  every  established 
government  in  Europe.  Great  Britain  deemed  it 
expedient  to  arm.  A strong  political  ferment 
was  manifesting  itself  throughout  the  country. 
On  the  execution  of  Louis  XVI.,  tho  British 
Government  expelled  the  French  Ambassador, 
and  the  Convention  instantly  de(  lared  war.  Tho 
actual  declaration  of  war,  though  it  must  evi- 
dently have  been  foreseen,  gave  a shock  to  credit, 
which  was  already  staggering.  On  the  15th  of 
February,  a house  of  consiilerable  magnitude 
deep  ill  corn  speculations,  failed,  ami  on  the  19th 
the  bank  refused  the  paper  of  Lane,  Son,  and 
Fraser,  who  stopped  next  morning  with  liabilities 
to  the  amount  of  nearly  a million,  involving  a 
great  number  of  respectable  liouses.  In  tho 
meantime  the  panic  spread  to  the  bankers.  It 
began  at  Newcastle.  The  partners  in  the  Banks 
there  were  opulent,  but  their  ]»rivate  fortunes 
were  locked  up.  They  issued  notes  bearing  in- 
terest to  commence  at  some  months  after  date,  and 
then  they  were  i»ayal)le  on  demand ; when  the  run 
came  they  were  niiablc  to  realize,  and  stopped  i>ay- 
meiit.  The  panic  imme4liately  spread  throughout 
the  country,  and  out  of  nearly  400  banks,  which 
there  were  then,  300  were  greatly  shaken,  and 
upwards  of  100  actually  stopjied  payment.  The 
banks  of  Exeter,  and  the  AVest  of  England, 
almost  alone  st(»od  their  ground.  They  issued 
notes  payable  at  20  days  sight,  with  interest 
cmnmeucing  from  the  date  of  the  note,  and 
cea.>ing  on  the  day  acceptance.  The  best  con- 
temporary autlmrities  are  unanimous  hi  attri- 
buting this  terrible  disaster  to  tho  inordinate 
multiplication  and  reckless  operations  of  these 
country  bankers,”  who  had  been  establislied  in 


almost  ever}'  town,  and  even  village  in  tho 
count  rv. 

III.  This  p'oat  prossureextended  totlie  London 
bank<*rs,  as  well  as  to  the  country  ones.  One  of 
them  says  that  the  extraordinary  state  of  credit 
had  obliged  every  person  coimected  with  trade, 
and  money  transactions,  to  gather  in  and  husband 
every  resource  to  meet  all  demands.  That  for  six 
week>  back,  every  man  of  money  and  resonrees 
had  been  straining  every  nerve  to  support  himself 
I and  immediate  friends,  and  could  m»t  give  that 
I sup])(  rt  to  others  which  they  would  have  been 
dis])o<ed  to  do.  All  these  circumstances  naturally 
]u*(Kluced  a demand  on  the  Bajik  of  England  for 
su])port  and  discounts;  but  the  Bank,  being  tho- 
roughly alarmed,  resolved  to  cimtract  its  issues. 
Bankruptcies  multiplied  with  frightful  rapidity — 
the  Government  urged  tlie  Bank  to  come  forward 
and  supitort  credit,  but  they  resolutely  declined. 

l\‘j.  This  great  crisis  is  the  first  of  modern 
times,  which  is  abs^^dutely  indispensable  for  the 
politi.'ul  economist  to  study  attentively;  but  the 
llaiik  having  totally  declined  to  do  anything  to 
mitigate  it,  had  no  hand  in  alleviating  it — and, 
therefore,  we  shall  say  no  more  abtmt  it  here.  Sir 
F . Bai'ing  has  some  valuable  remarks  upon  it,  in  his 
Ohservations  on  the  estahlinkment  of  the  liavk  of 
Enghfudy  which  we  have  quoted  elsewhere, 
(Bahixg,  Sir  Francis),  and  tho  pathology  of  tho 
crisis  is  considered  along  with  that  <>f  subsequent 
ones  in  its  proper  place.  (Crisis,  Commercial.) 

113.  Sir  Francis  Baring  and  ivir.  Tooko  both 
agree  in  saying,  that  nothing  could  be  more  satis- 
factory than  the  tinaiicial  condition  of  the  country 
during  1794,  and  part  of  1795.  Both  agree  that 
the  embaiTassments  which  led  to  the  catastrophe  1 

of  1797  had  their  origin  in  the  latter  part  of  1795. 
Mr.T'Hike  jjlaces  the  commencement  rather  earlier 
than  Sir  F.  Baring.  He  states  that  the  M inter  of 
1794-5  was  one  of  tho  severest  on  record,  and  that 
in  the  spring  of  J795,  apprehensions  began  to  be 
felt  for  the  growing  crops.  Tlie  price.s  of  all  sorts 
of  coi  n advanced  rapidly.  The  spring  of  1795 
w'as  vi  ry  cold  and  backward,  the  summer  wet  and 
stormy,  and  the  harvest  uiiiisually  late.  Under 
these  circumstances,  wheat,  wdiich  was  at  55s.  in 
January,  reached  108s.  in  Augu.st.  The  same 
scarcity  w'as  general  throngdiout  Eimqte  and  Ame- 
rica. France  was  in  a still  worse  position  than 
England,  and  the  Governiiiont  still  further  to  em- 
barass  her,  and  afford  relief  to  this  c^mutry,  seized 
all  neutral  vessels  laden  with  corn,  bound  for 
France;  it  also  employed  agents  to  l>uy  corn  in 
the  B.’dtic  ports,  where  its  price  had  already  been 
raised  gi*eatly,  in  consequence  of  large  pui*chases 
on  account  of  the  French  Goveniment. 

114  Sir  Francis  Baring  also  states  that  the 
method  in  which  the  Government  contracted  the 
loan  that  year  tended  much  to  aggravate  the  evil, 
lie  says  that,  in  former  w^ar.«,  it  had  been  usual 
for  thf  Government  to  contract  with  none  but  the 
most  respectabio  monied  men,  who  had  the  un- 
doubted power  to  fulfil  their  engagements.  On 
this  occasion  the  minister  contracted  with  men 
w'ho  had  not  that  power,  and  in  order  to  make 
good  their  payments,  they  were  obliged  to  have 
recourse  to  operations  on  foreign  places,  which 
deranged  the  exchanges,  and  had  a still  further 
I effect  in  raising  the  rate  of  interest  in  this  country. 

I 1 15.  These  causes  alone  were  suflicient  to  create 
I a monetary  pressure,  but  though  they  would  have 
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]>ecn  inconvenient,  there  would  have  been  nothing 
alarming  in  thi*m;  they  were,  however,  aggravated 
and  intensified  by  other  cu‘cumstauces,  w hich  we 
must  now  relate. 

116.  The  enormous  abuses  which  might  be  per- 
petrated by  an  uuscrni>ulous  Goverument,  and  the 
dangerous  power  which  so  potent  an  engine  as  the 
Bank  of  England  wfmld  confer  upon  them,  had 
already  been  clearly  foreseen  by  its  antagonists 
at  the  time  of  its  foundation,  ami  liad  insi>u*ed 
them  with  a w'oll  grounded  jealousy.  AVe  have 
seen  that  stringent  precautions  were  taken  in  the 
first  Act  of  1694,  to  prevent  tlie  Bank  making  any 
advances  to  Government,  Avithout  the  express  per- 
mission of  Parliament.  It  liad  been  the  custom, 
however,  time  out  of  mind,  to  advance  for  tho 
amount  of  such  Treasury  bills  of  exchange  as 
were  made  payable  at  the  Bank,  to  the  amount  of 
.£30,000,  when  it  Avas  usual  for  the  Treasury  to 
send'  down  orders  to  set  off  such  advances  against 
the  accounts  to  Avhich  they  properly  belonged.  If  j 
CA'cr  these  advances  reached  i^50,000,  it  w^as  a 
subject  of  complaint.  In  tlie  American  w'ar  these 
limit.s  had  been  much  exceeded,  ami  sometimes 
reached  £150,000.  Mr  Bosampiet  Avas  GoA^ornor  , 
of  the  Bank  in  1793,  and  the  legality  of  such  pro-  | 
ceedings  excited  gi*a’.*e  doubts  in  his  mind,  and  | 
after  consulting  with  his  brother  directors,  they  ! 
agreed  that  it  Avas  a serious  question,  Avhether 
the  penalties  provided  in  the  Acts  did  not  extend 
to  such  transactions ; they,  therefore,  thought  it 
w'ould  be  expedient f to  apply  to  the  Goverument, 
to  obtain  an  Act  of  indemnity,  to  relieve  them  from 
any  penalties  the}*  might  liaA’e  iiicm*red,  and  to 
permit  .such  transactions,  to  a limited  amount. 
'Mr.  Bosamiuet,  avIio  conducted  the  negotiation 
Avith  Mr.  Pitt,  expressly  says  that  Mr.  Pitt  pro- 
posed to  bring  in  a clause  Avhich  slunikl  indemnify 
the  directors  to  advance  to  a limited  amount.  ; 
He  says  that  it  Avas  originally  intended  tliat  tho 
penalty  should  be  taken  off  only  in  case  the  ad- 
A’ance  on  Treasury  bills  should  be  restrained  : 
within  a limited  sum.  This  limited  amount  Avas  ^ 
intended  to  be  fixed  at  £50,000,  or  £100,000.  ! 
^Ir.  Bosanquet,  lioweA'er,  then  Aveut  out  of  | 
office,  and  Avas  unable  further  to  attend  to  the 
negotiation.  Mr.  Pitt  Avas  much  too  keen  not 
to  see  at  once  the  enormous  facilities  Govern- 
ment Avould  obtain  if  this  Act  Averc  passed. 
Accordingly  he  pressed  it  quickly  through  Par-  , 
lianient,  but  he  took  care  to  omit  any  danse 
of  limitation  (Statute  1793  c.  33).  Never  had 
such  a formidable  engine  been  jtlaced  in  the 
hands  of  a minister ; he  was  iioav  armed  Avith  an 
unbounded  pttAver  of  drawing  u]khi  the  Bank,  Avith 
nothing  to  restrain  him,  unless  the  directors  should 
take  the  audacious  step  of  dishonouring  his  bills. 
The  Bank,  henceforth,  Avas  almost  entirely  at  ! 
his  mercy,  and  then  he  phingetl  lioadlong  into  a 
reckless  career  of  scattering  English  gold  bri>ad-  ' 
cast  over  Europe.  In  three  years,  upwards  of 
£30,000,000  were  remitted  abroad.  These  great 
remittances  had  the  ineA-itable  effect  of  making  the 
foreign  exchanges  adverse,  and  excited  the  gi*eatest 
alarm  in  the  Bank  parlor.  At  the  same  time  that  | 
this  great  drain  of  specie  Avas  going  on,  the  Trea- 
sury bills  increased  to  an  unprecedented  extent,  * 
and  the  demands  for  accommodation  from  the 
commercial  w*orld  were  equally  pressing.  Nothing 
could  be  more  unpleasant  than  the  situation  of  the 
directors,  placed  between  these  poAverful  parties, 


contending  for  accommodation,  AA  hich  it  Avas  daily 
becoming  less  in  their  jkovit  to  gi\*e.  So  early  as 
the  11th  December,  1 794,  the  ilirectors  fin'esaAV  the 
ensuing  pressure,  aud  made  representations  to  Mr. 
Pitt.  In  January,  1795,  it  became  necessary  to 
adopt  a firmer  attitude,  and  on  the  15th  they 
passed  a resolution,  that,  Avith  a foreign  loan 
of  six  millions,  and  a home  one  of  eighteen  millions 
about  to  be  raised,  the  Chancellor  of  the  Exche- 
quer must  be  requested  to  make  his  final  arrange- 
ments for  the  year,  Avithout  requiring  furllier 
assistance  from  them,  and  more  particularly  that 
they  could  not  alloAV  the  advances  on  Treasury 
bills,  at  any  one  time,  to  exceed  £500,000.  Mr. 
Pitt  promised  tc»  reduce  them  to  that  amount,  by 
payments  out  of  tlie  first  loan. 

*117.  He  paid,  hoAA'eA'cr,  little  regard  to  these 
remonstrance.s,  and,  on  the  16th  April,  they  Avere 
compelled  to  remind  him  that  he  had  mu  kept  Ids 
promise  that  the  sum  should  be  reduced.  'Fhey 
told  him  that  they  had  come  to  a resolution  that 
they  would  not  iu  future  perndt  the  advances  to 
exceed  the  stijmlated  sum.  Mr.  Pitt  ]u*ctended 
that  he  had  forgotten  the  circumstance,  iu  the 
multiplicity  of  business,  and  ]>roniisod  that  tlie 
sum  should  be  immediately  paid.  Nevertheless, 
no  reduction  took  place  on  the  amount.  Another 
remonstrance  was  equally  ineffectual,  and  on  the 
30th  July  the  directors  informed  him  that  they 
intended,  after  a certain  day,  to  give  orders  to 
their  cashiers  to  refuse  payment  of  all  lulls,  Avhen 
the  amount  exceeded  £500,000.  Mr.  Pitt  Avas  not 
prepared  to  comply  Avith  the  request,  and,  on  the 
6th  August,  he  applied  to  them  for  another  ad- 
vance of  two  millions  and  a half,  but  they  refused 
to  take  his  letter  into  consideration  until  he  had 
made  satisfactory  arrangements  Avitli  them  for 
tlie  repayment  of  tlie  otlier  advances.  After 
some  furtlicr  conimunicatioii.s,  they  agreed  to  the 
loan  for  £2.000,000. 

118.  The  Act  of  Mr.  Pitt  had,  in  fact,  deprived 
the  directors  of  all  ]»ower  over  the  Bank.  The 
foreign  exchanges  began  rapidly  to  fall  towards 
the  end  of  1794,  and  iu  May,  i795,  had  readied 
such  a state  of  depression,  as  to  make  it  profitable 
to  export  bullion  ; and  tliis  oirenmstauce,  as  Avell 
as  the  knoAvledge  that  several  foreign  loans  were 
in  progre.^s,  should  haA*e  Avarned  the  Director.s 
of  the  necessity  of  contracting  their  issues;  such 
Avas  tlie  Course  laid  down  by  the  Directors  in 
1783.  Instead  of  that,  their  issues  Avere  greatly 
extended.  In  the  quarter,  from  January  to  March, 
1795,  they  sIimxI  higher  tlian  they  had  eAer  done 
before,  though,  no  doubt,  the  Directors  must  Ite 
acquitted  of  the  Avhole  blame.  The  amount  of 
their  issues  in  August,  1794,  avus  little  more 
than  ten  millions ; in  February,  1795,  it  had  in- 
erea.<ed  to  fourteen  millions,  tluuigh  this  Avas 
chiefiy  caused  by  the  bills  Avhich  were  drawn  on 
tlie  Treasury  on  behalf  of  foreign  goA'ernmem.^, 
which  AA'ere  made  jiayable  at  the  Bank.  The 
Directors  had  then  to  choose  betAveen  endangering 
their  oAvn  safety,  or  declaring  tlic  Goverument 
bankrupt. 

119.  These  concurrent  causes  began  to  produce 
their  full  effects  in  the  autumn  of  1795.  The 
ilrain  commenced  in  Sejitemher,  and  proceeded 
wdth  alarming  rapidity.  On  the  sth  October,  the 
Bank  made  a formal  communication  to  Govern- 
ment, that  it  excited  such  serious  apyirehensions  in 
their  minds,  that  they  felt  it  an  absolute  necessity 
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that  the  advances  to  the  fTOveniment  ninst  be 
diminished.  They  detailed  to  him  the  various 
cireumstaiices  whieli  alarmed  them.  Later  in  the 
month,  rumours  of  a new  loan  reached  the  Direc- 
tors; they  M ailed  on  .Mr.  Pitt,  m lio  jirofessed  that 
he  iiad  not  at  present  the  most  di.-tant  idea  of  one. 
On  the  isih  November,  tlie  Governor  informed 
Mr.  Pitt  tluit  the  (train  C(»ntinued  with  unabated 


specie,  caused  the  exchancres  to  assume  a fa- 
vorable asiH'ct  in  the  Iteginninfr  of  Ain  il,  and  it 
continued  steadily  to  increase  till  February,  1797. 

1^4.  Tiio  stringent  measures  adit]>ted  by  the 
Bank  to  contraet  its  issues  caused  much  complaint 
ainon;*  mercantile  men,  and  a meeting  of  bankers 
and  Uierchaiits  wa.'i  lield  ;it  the  Lond<ui  Tavern, 
on  the  2d  of  April,  who  resolved  that  an  alarming 


.severity,  and  that  the  market  jirice  of  gold  M’as  scarcit  y of  money  existed  in  the  City  of  London, 
^4  2s.  per  ounce,  and  said  that  rumours  M'ere  in  mIucIi  was  caused  chiefly,  if  not  entirely,  l)v  au 
eirculatiini  that  anotlicr  I(taii  Mas  intended,  not-  increase  in  tlie  commerce  of  the  country,  aiui  the 
M'itlistanding  Mr.  IMtt  s denial  of  it  so  lately.  Mr.  great  diminution  of  mercantile  discounts  by  the 
Pitt  said  that,  since  their  last  intervioM*,  the  sue-  Bank,  They  re.solved  that,  if  moans  could  be 
cesses  ot  the  Austrians  had  been  so  gi'eat  against  found,  to  augment  the  circulating  medium,  Milh- 
the  French,  that  he  M*as  of  0{iinion  that  it  Mould  out  infi  inging  the  privileges  of  the  Bank  of  Eng- 
highly  conduce  to  the  common  cause,  to  aid  them  land,  so  as  to  restore  the  amount  to  Miiat  it  M’as 
M’ith  amnher  loan,  not  exceeding  T2,000,000;  but  la*fore  the  contraction  of  discounts,  it  was  the 


lie  added  that  if  such  a course M'ould  be  hazardous 
to  the  Bank,  every  other  consideration  should  be 
overlooked,  and  the  loan  abandoned. 

120.  This  project  of  a loan  going  on,  and  being 
noM-  projiosed  to  be  T3, 000,000,  the  Court  of  I)i- 
roctors,  after  a very  soh-nin  deliberation,  on 
the  dd  December,  came  to  the  unanimous  resolu- 


duty  of  every  friend  to  trade  to  give  such  a plan 
the  most  earnest  .snpi>ort.  No  result,  hou’ever, 
atteiuh  (I  this  meeting. 

12.J.  Mr.  Pitt  liad  never  fulfilled  his  promise,  so 
often  repeated  to  the  directors,  that  the  advances 
on  Treasury  bills  should  be  reduced  to  =€500,000. 
On  the  14th  June,  1790,  they  stood  at  =£1,232,049. 


tion,  that  it  the  loan  ]iroceeded  they  had  the  most  At  the  end  of  July  lie  sent  au  earnest  request  to 
cogent  rt'asons  for  believing  that  very  momentous  j have  T800,000  at  once,  and  a similar  sum  in 
and  alarming  consequences  would  ensue,  from  the  , August.  They  were  induced  to  consent  to  the 
actual  etfects  ot  the  last  loan,  and  the  continued  first,  but  refused  the  second  advance.  Mr.  Pitt 
drain  of  specie  and  bullion.  In  ansM’er  to  this  said  that  the  first  advance  without  the  second 
representation,  Mr.  Pitt  solemnly  promised  them  M'onid  lie  of  no  use  to  him,  and  begged  them  to 
tiiat  lie  M‘i»uld  lav  aside  all  thought  of  it,  unless  reconsider  their  decision.  The  directors,  thus 
the  situatinn  of  the  Bank  should  so  alter  as  to  pressed.  M'cre  driven  to  assent  to  iL  but  thev 


render  such  a k»an  of  no  consequence  to  them. 

121.  The  directors  at  last  found  that  it  M'as  ab- 
solutely necessary  to  choose  betw’een  making  the 
Government  bankrupt,  and  taking  stringent  mea- 
sures to  restrict  their  accommodation  to  the  mer- 
chants. Tliey  resolved  to  fix  beforehand  the 
amount  of  advances  they  could  make,  day  by  day, 
and  gj’ve  notice  that  if  tlieaiiplications  on  any  day 
exceeded  the  sum  so  resolved  to  be  advanced,  a 


said  tliat  the  first  advance  w’ithout  the  second 
M'onId  lie  of  no  use  to  him,  and  begged  them  b) 
reconsider  their  decision.  The  directors,  thus 
pressed.  Mere  driven  to  assent  to  it,  but  they 
acconi]).iuied  it  M'ith  a most  serious  and  solemn 
nnnou^i  ranee,  m IucIi  tliey  desired  to  be  laid  before 
the  Cabinet.  They  said  that  nothing,  under  pre- 
sent cinminstances,  could  induce  tliem  to  comply 
M'itli  tin*  demand,  except  the  dread  of  a Morse  evil 
following  the  refusal;  and  they  said  tiiat  the  ad- 
vance Mould  incapacitate  them  from  granting  any 
fiirtlier  assistance  during  the  year.  Nevertheless, 
Mr.  Piit  made  a fresh  demand  iiiion  them,  in 


pro  rata  pioportionof  each  applicant’s  bills  siuuild  November,  for  =£2,750,000,  on  the  securitv  of  the 
be  returned,  M-ithout  regard  to  the  respectability  land  and  malt  taxes  of  1797,  M'hich  Mais  granted, 
of  the  party,  nr  the  solidity  of  the  bills.  on  condition  that  the  advances  on  Treasury  bills, 

122.  As  matters  continued  to  get  Morse,  the  amounting  to  £1,513,345,  Mere  paid  out  of  it. 
directors  had  several  communications  M'ith  Mr.  126.  ilr.  Pitt  took  the  money,  Imt  never  paiil 
Pitt,  in  January  and  February,  1796,  but  tlie  off  the  bills.  The  directors  again  sent  in  on  the 
project  of  the  foreign  loan  being  dM'clt  upon  with  1st  Fcbi  uary,  1797,  to  demand'  payment  of  them, 


fore,  earnestlv  deprecated  any  such  measure,  and  sum  of  bills  had  eome  in  from  St.  Domingo, 
protested  against  any  sucli  responsibility  for  the  Ujion  being  pressed  as  to  the  amount,  he  said  that 
calamitous  consequences  that  might  ensue.  Mr.  it  was  about  £700,000.  The  governor  expre.^sed 
Pitt  treated  this  resolution  Avith  little  attention,  the  greatest  apprehensions,  and  begged  him  to 
and,  iiotM  ithstanding  his  solemn  promises  so  fre-  delav  the  aece])tauce  as  long  as  he  could.  ]Mr. 
qiiently  made,  tlie  directors  discovered  that  clan-  Pitt  then  hinted  that  lie  should  want  a large  sum 
destine  remittances  M ere  still  going  on.  for  Ireland,  M’hich  be  said  M’ould  be  about 

123.  Fiidor  the  influence  of  these  combined  £200,000.  The  goveruor  assured  him  that  the 
drains  of  specie,  the  exchanges  M’ith  Hamburgh  drain  of  cash  Iiad  been  continuous  and  severe  of 
were  in  a state  of  extreme  depression  during  the  late,  and  that  such  a demand  M ould  be  very 
first  three  months  of  1796.  Sir  F.  Baring  sheu's  dangerous. 

that,  during  Jaimaiy,  the  profit  Ma.s  £7  10.  per  127.  The  enormous  failures  of  the  country 
cent.;  'liinng  February,  £6  10s.;  and  during  bankers  in  1793,  had  been  followed  by  a per- 
March,  £8  7s.  tid.  in  transmitting  gold  to  that  manent  diminution  of  the  Issues  of  the  country 
l>Iace.  At  length  tlie  several  drains  began  to  di-  banks  ti*  a large  extent.  Mr.  Henry  Thornton, 
minish — an  abumlant  supply  of  corn  was  ob-  after  careful  iu([uiry,  cams  to  the  conclusion  that 
taiiied — the  continued  contraction  of  the  Bank's  they  Avere  diminished  by  one  half,  and  that  the 
issues,  and  the  cessation  of  the  transmission  of  Avants  of  commerce  had  caused  a very  large 


and,  notAvithstaiKliiig  his  solemn  promises  so  fre- 
quently made,  tlie  directors  discovered  that  clan- 
destine remittances  M ere  still  going  on. 

123.  ruder  the  iafiuence  of  these  combined 
drains  of  specie,  the  exchanges  M’ith  Hamburgh 
M’ere  in  a state  of  extreme  tUqiression  during  the 
first  three  immths  of  1796.  Sir  F.  Baring  sheu’s 
that,  during  Jaimaiy,  the  profit  Mas  £7  10.  per 
cent. ; iliiririg  February,  £6  10s. ; and  during 
March,  £8  7s.  tid.  in  transmitting  gold  to  that 
l>Iace.  At  length  tlie  several  drains  began  to  di- 
minish~an  abumlant  supply  of  corn  Avas  ob- 
tained— the  continued  contraction  of  the  Bank's 
issues,  and  the  cessation  of  the  transmission  of 
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quantity  of  guineas  to  be  draAA'u  into  the  country, 
to  supjily  their  place.  Meantime,  though,  in  con- 
sequence of  these  circumstances,  the  exchanges 
had  beciime  favourable,  the  Bank  had  continued 
to  adhere  Avith  the  utmost  severity  to  its  policy 
of  restriction;  throughout  the  autumn  of  1796, 
and  during  the  last  three  mouths,  they  AA'ere  no 
higher  tliau  they  had  been  in  1782,  Avith  au 
amount  of  commerce  many  limes  larger  than  in 
that  year.  Commerciai  jiaynients  required  to  be 
made  in  some  medium,  in  Avhicli  the  public  had 
confidence-  As  the  jmblic  could  not  get  notes, 
tliCA’  made  a steady  demand  for  guineas.  'I'lie 
bullion  in  the  Bank  had  been  steadily  diminisliing 
during  1796,  in  December  it  stood  at  £2,508,000, 
M'hen  tiie  drain  began  to  increase  greatly  in 
severity. 

128.  The  ])oliticnl  condition  of  the  country 
Avas  iioAv  ill  a very  critical  state.  Mr.  Pitt’s  Avar- 
like  combinations  had  totally  failed,  and  England, 
M hieh  had  commence*!  the  Avar  Avitli  all  Eurojie 
almost  in  lier  alliance,  noM'  found  herself  alone, 
Avith  nearly  every  state  on  the  Continent,  either 
in  alliance  Avith,  or  in  subjection  to,  France. 
The  Directory  iioav  determined  to  undertake  the 
iuA'asiuii  of  Ireland,  The  year  1797,  commenced 
M'ith  tlie  most  gloomy  apprehensions,  and  de- 
pression. The  country  bankers  discerned  that 
the  first  burst  of  the  tempest  AA’ouId  fall  on  them, 
and  determined  to  provide  fur  it,  by  obtaining  as 
much  specie  as  they  could  from  l^ondoii,  and 
accordingly,  the  drain  continned  Avith  increased 
rapidity  after  the  beginning  of  the  year.  ^Ir. 
l*itt  had  hinted  in  his  intervicAv  M'ith  the  GoA  ernor 
of  the  Bank,  on  the  1st  February,  tiiat  a loan  for 
Ireland  AA’ould  probably  be  required,  whicli  Avould 
probably  not  exceed  £200, (XX).  but  soon  afler- 
Avards  the  directors  AA  cre  struck  Avith  dismay  on 
hearing  that  the  amount  required  Avas  £1,500,000 
On  the  lOtii  February,  the  directors  came  to  a 
resitintioii  that  before  they  could  entertain  any 
propiisal  for  the  Irish  loan,  the  (joveninieiit  must 
pay  otf  debts  to  them  amounting  to  £7,186,445, 
A\  Inch  they  specified. 

129.  At  length  the  crisis  came,  and,  as  before, 
it  began  at  NcAA’castle.  A pressure  had  been 
going  on  there  for  some  time.  In  adilition  to  the 
manufactories  and  collieries,  tlie  number  of  troops 
stationed  in  that  part  of  the  country  had  been 
considerably  augmented.  Tlie  banks  had  iminirled  ! 
an  extra  (juaiitity  ttf  cash,  to  meet  these  demands, 
and  Averc  negix-iatiiig  for  more,  Avlieii  an  CA'ent 
haiqiened,  which  in  the  fevcrisli  state  of  the 
country,  brought  on  a crisis.  A French  frigate 
ran  into  one  of  the  Welch  harbours,  and  landed 
1,200  men.  At  the  same  time  an  order  came  doAvn 
from  GoA'ernmeiit,  to  take  an  inveut(n*y  of  tlie 
stock  of  the  farmers,  all  along  the  coast,  and  to 
driA’e  it  into  the  interior,  if  necessary.  These 
circumstanees  created  a perfect  panic  among  the 
farmers.  On  Saturday,  the  I8th  Febniarv,  being 
inarkot  day,  the  farmers,  avIio  at  that  time  of  year 
had  the  princiiial  jiarts  of  their  rents  in  their 
hands,  actuated  by  the  terror  of  an  immediate  in- 
vasion, hurried  the  produce  of  their  farms  into 
NeAAX‘aitle,  wliich  they  sold  at  very  Ioav  jirices, 
and  immediately  rushed  to  the  ilifleivnt  banks  to  ' 
demand  specie.  Seeing  this  uiiiversid  jtanie,  the 
banks  came  to  an  agreement  to  stop  i»ayment  on 
the  Monday,  if  it  did  not  subside,  Avhidi  they 
accordingly  tlid. 


130.  On  the  21st  February  the  state  of  tlie 
Bank  became  so  alarming,  that  the  Directors  re- 
solved that  the  time  Iiad  come  Avheii  they  must 
make  a communication  to  Government!  The 
quantity  of  bullion  had  been  rapidly  diminishing, 
ami  the  constant  calls  of  the  bankers  from  all 
parts  of  the  tuAvn  fur  cash,  slmwed  tiiem  that 
there  must  be  Some  extraordinary  re;v=on  for  it. 
Mr.  Pitl  Avas  aAvarc  that  this  pruceedeU  from  the 
general  alarm  of  im  asion,  Avhich  he  tlioughl  A\  as 
magnified  much  beyond  any  thing  to  warrant  it. 
It  M'a.s  agreed  that  a frigate  shouhl  be  sent  over 
to  Hamburg,  to  purchase  sjiecie.  Ou  the  24th 
February  the  drain  became  Avorse  than  caxt,  and 
inspired  them  AA'ith  such  alarm  for  the  safety  of 
the  Bank,  that  they  sent  a deputation  to  ^Ir.  Pitt 
to  ask  him,  how  long  he  considered  tiiat  tln*v 
should  eontiiuic  to  pay  cash,  and  Avheii  he  shuiifd 
tliink  it  necessary  to  interfere.  Mr.  Pitt  said 
it  would  be  necessary  to  preiiare  a jiroclamatioii 
to  put  a stop  to  cash  payments,  ami  to  give  parlia- 
mentary security  for  the  notes.  But  in  that  case 
it  AA'ould  be  necessary  to  apjioint  a secret  emn- 
mittce  of  the  House,  to  look  into  the  affairs  of  the 
Bank.  The  deputation  assured  him  that  the 
Bank  AA'ould  readily  agree  to  this;  and  it  Avas 
resoh’ed  to  call  a meeting  of  the  chief  bankers 
and  merchants  of  London,  to  come  to  some 
resolution  for  the  support  of  public  credit  in  this 
alarming  crisis. 

131.  The  ueM’s  of  the  stoppage  of  the  XeAv- 
castle  banks  spread  like  Avildfire  throughout  the 
countn’,  and  smm  reached  the  metropolis.  The 
drain  upon  the  bankers  noAV  be(*anie  a run  ; tlie 
first  serions  apprehensions  that  danger  Avas  im- 
minent, Avere  felt  on  the  21st  February,  Avhen  the 
drain  greatly  increased  in  severity,  and  on  Satur- 
day, the  25tii,  the  cash  Avas  retiuced  Ut  £1,272,000, 
Before  this  the  Directors,  in  a state  of  utter 
beAvilderment  at  the  condition  of  the  country, 
had  used  the  most  violent  efibrts  to  cmitract  their 
issues.  In  five  M'ceks  they  had  reduced  them  by 
nearly  £2,(X)0,000,  On  the  21st  »lanuarv,  they 
AA'ere  £10,550,830,  on  the  25(li  February,  they 
AA’ere  £8,640,250.  But  even  tliis  gave  no  true 
idea  of  the  eurtailmeiit  of  mercantile  accommo- 
dation, for  the  private  bankers  Avere  (d)Hged  for 
their  OAA’u  safety  to  folloAv  the  example  of  the 
Bank.  In  order  to  meet  their  payments,  persons 
AA'ere  obliged  to  sell  their  stock  of  all  descriptions 
at  an  enormous  sacrifice.  U'he  Three  per  cents, 
fell  to  51,  and  other  stocks  in  ])roiMtrtiou. 

132.  Ou  Saturday  the  25t!i,  the  Court  felt  that 
the  fatal  hour  Avas  now  eome,  Avhen  they  must,  for 
tlie  first  time  since  its  institution,  come  to  a total 
suspension  of  payments.  A meeting  of  the 
Cabinet  AA’as  held  on  Sunday,  at  M'hitehall.  ami 
an  order  in  council  Avas  issued  requiring  the 
Directors  of  the  Bank  of  England  to  suspend  all 
payments  in  cash,  until  the  sense  of  Parliament 
could  be  taken  ou  the  subject. 

133.  The  King  next  day  sent  a message  to 
Parliament,  to  inform  them  of  the  step  that  had 
been  taken,  and  reeomim-iidcd  the  matter  to  their 
most  serious  and  immediate  attention.  Mr.  Pitt 
moA'ed  that  the  message  slmuld  be  taken  into  con- 
sideration the  next  day,  and  that  he  should  pro- 
pose that  a select  committee  be  appointed  to 
investigate  the  state  of  the  Bank's  atl'airs,  which 
he  believed  Avere  in  the  most  >o1iil  condition. 

134.  The  directors  had  the  order  in  council 
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printed  ami  widely  circulated,  and  issued  a notice 
of  their  own,  to  say  that  the  general  concerns  of 
the  Bank  were  in  tiie  most  affluent  and  prosperous 
condition,  and  sucli  as  to  jweclude  every  doubt 
as  to  the  security  of  the  notes.  At  this  time  the 
casli  in  the  Bank  was  reduced  to  £1,086,170. 

135.  The  relief  produced  by  the  determination 
to  suspend  cash  iiayiuents  was  instantaneous. 
The  Directors,  freed  from  the  demand  for  cash, 
immediately  extended  their  issues.  In  one  w'eek 
they  were  increased  by  nearly  two  millions.  On 
the  same  day,  a resolution  was  agreed  to  by  4,000 
of  the  merehants  in  the  City,  to  combine  to  support 
the  credit  of  the  notes. 

136.  Both  Houses  of  Parliament  appointed 
committees  to  examine  into  the  affairs  of  the 
Bank.  Tl»c  Committee  of  the  House  of  Commons 
reported  that  the  outstanding  obligations  of  the 
Bank,  on  the  '25th  February,  were  £13,770,390, 
and  the  total  amount  of  their  assets  were 
£17, 597, *280,  leaving  a surplus  of  £3,826,890, 
over  and  above  the  deVtt  of  the  Government, 
amounting  to  £11,686,800,  which  paid  them  thi*ee 
l>er  cent. 

137.  Both  Ilonses  reported  that  it  was  ad- 
visable for  the  public  interest,  that  the  suspension 
of  i>aymeiits  .should  be  continued  fur  a limited 
time,  ami  a bill  for  that  purpose  wjis  accordingly 
hronght  in.  After  some  (lebate,  which  threw  very 

ttle  light  on  the  subject,  the  Act  (Statute  1797, 
c.  45)  was  passed.  Its  chief  provisions  w’ere : — 

1.  A clause  of  iudemuitv  to  the  Bank,  and  all 
coiinocted  with  it,  for  anything  done  in  pursuauce 
of  the  order  in  Council. 

2.  The  Bank  was  forbidden  to  make  any  pay- 
ments in  cash  to  any  creditors,  except  in  certain 
cases,  and  protected  from  all  law  proceedings. 

3.  The  Bank  might  issue  cash  in  payments  for 
the  army,  navy,  or  ordnance,  in  pursuauce  of  an 
order  from  the  Pri\T  Council. 

ft* 

4.  The  Bank  was  to  make  no  advance  above 
£6,000,000  for  the  public  service,  in  cash  or  notes, 
during  the  restriction. 

5.  If  any  person  deposited  any  sum,  not  loss 
than  £500,  in  gold,  in  exchange  for  notes  of  the 
Bank,  it  might  repay  three-fourths  of  the  amount. 

6.  It  iniglit  advance  £100,000  in  cash,  to  the 
bankers  of  Lomhm,  AVestminster,  ami  Southw'ark, 
and  to  the  Bank  of  Scotland,  ami  the  lioyal  Bank 
of  Scotland,  £25,000  each. 

7.  Payment  of  debts  in  Bank  notes  to  be  deemed 
as  payments  in  cash,  if  offered  and  accepted  as 
such. 

8.  No  debtor  was  to  be  held  to  special  bail, 
unless  the  affldavit  stated  that  payment  in  buuk 
notes  had  not  been  offered. 

9.  Bank  notes  would  be  received  at  par  in  pay- 
ment of  taxes. 

10.  The  Bank  might  issue  any  cash  it  received 
since  the  26th  February,  upon  giving  notice  to  the 
Sja-aker  of  the  House  of  (.'ommons,  and  adver- 
tising iu  the  London  Gazette^  and  on  the  Royal 
Exchange. 

1 1 . The  Act  was  to  be  in  force  till  the  24th 
June. 

An  Act  was  also  passed  to  enable  the  Bank  to 
issue  notes  below  £5  (Statute  1797,  c.  28),  and  ! 
by  c.  32,  this  was  extended  to  the  country 
bankers,  but  they  were  to  contiuuc  liable  to  pay 
inuuey  oil  demand  for  them,  and  in  failure  of 
doing  so,  within  three  days  after  demand,  any 


justice  of  the  peace  might  cause  the  amount  and 
costs  to  be  levied  by  distress.  An  Act  was  also 
passed  relating  to  the  Scotch  banks  (Banking  in 
SCOTLA  N'D). 

138.  Such  were  the  circumstances  attending 
the  sus]iensioii  of  cash  payments  by  the  Bank. 
An  event  of  such  portentous  magnitude,  and 
of  who^e  effects  there  had  been  no  previous 
experience,  could  not  fail  to  give  rise  to  tlie 
most  conflicting  opinions,  as  to  the  necessity  of 
the  measure,  of  the  course  of  conduct  of  the  I)i- 
rectors  which  led  to  it,  and  as  to  the  ])olicy  which 
ought  to  have  been  adopted,  under  the  drain 
which  occurred  in  the  last  week  of  February, 
1797.  Having  given  a narrative  of  the  chief  facts 
here,  w<  shall  reserve  a discussion  upon  it  till  we 
can  consider  the  pathology  of  the  principal  com- 
mercial crises  together.  (Crisis,  Commercial.) 

139.  The  presumed  scarcity  of  guineas,  which 
led  to  the  supposed  necessity  of  issuing  the  order 
in  coum  il,  also  rendered  a more  abundant  supjily 
of  the  circulating  medium  uecessary,  ami  an  Act 
was  immediately  passed,  suspending  till  the  1st 
May,  the  Act  (Statute  1775,  c.  51),  restraiuiiig 
the  negotiation  of  small  promissory  notes.  In  a 
few  days,  the  Bank  caused  to  be  prepared  and 
issued  £1  and  £2  notes,  and  to  supply  still 
further  the  demand  for  a small  currency,  they 
issued  0 notice  that  they  had  imported  a large 
number  of  Sjiauisli  dollars,  which  were  to  be 
current  at  4s.  6d.  However,  it  was  discovered 
that  the  dollars  were  undervalued  by  2d.  each, 
and  the  directors  then  enhanced  their  current 
value  by  3d. — these  dollars  were  stamped  with  a 
small  king's  head — this  was  Id.  too  high,  and  the 
directms  hiiving  put  these  dollars  into  eirculatiou 
at  Id.  above  their  true  value,  the  bullion  mer- 
chants were  nut  slow  in  seizing  the  advantage, 
and  imj'orting  a large  number  of  similar  dollars, 
which  they  had  stamped  iu  a similar  manner. 
They  wi  re  all  called  iu  on  the  31st  October,  1797, 
by  which  time  the  Bank  had  put  2,325,099  into 
circulation.  It  at  first  attempted  to  refuse  ]>ay- 
ment  of  the  forged  ones,  but  they  were  executed 
in  so  close  imitation  of  the  real  ones,  that  it  was 
impossible  to  detect  them,  and  they  were  obliged 
to  pay  them  all. 

140.  AA'hen  the  actual  suspension  took  place, 
the  foreign  exchanges  were  highly  favourable,  so 
much  Sf,  as  to  make  it  profitable  to  import  gtild, 
which  began  to  flow  in  in  gi*eat  abundance.  On 
the  30th  May,  IVIr.  Manning  stated  in  the  House, 
that  vast  quantitites  of  gold  had  flowed  into  the 
Bank,  b-ith  from  the  country  and  abroad.  The 
Government,  however,  and  the  directors  of  the 
Bank  concuiTed  in  thinking  that  it  would  be  im- 
prudent to  resume  payments  in  cash,  at  the  period 
when  the  restriction  Act  expired,  and  it  was 
j)rolong(  d to  one  month  after  the  meeting  of  the 
next  session  of  Parliament. 

141.  Parliament  met  again  on  the  2nd  Novem- 
ber, and  on  the  loth,  the  House  of  Commons 
appointtd  a secret  committee  to  enquire  whether 
it  was  expedient  to  continue  the  restriction.  On 
the  17th  they  reported  that  on  the  11th  of  that 
month,  the  total  liabilities  of  the  Bank  were 
£17,578.910,  and  their  assets  £21,418,460,  leaving 
a balance  in  tlieii'  favor  of  £3,839,550,  exclusive 
of  the  (foveriimeut  debt  of  £11,686,800.  That 
the  advance  to  Government  had  been  reduced  to 
£4,258,140,  while  the  cash  and  bullion  were  five 


BANIvING  IN  ENGLAND. 


BANKING  IN  ENGLAND. 


times  the  sum  they  stood  at  in  February  last, 
when  tlie  suspensi(Hi  was  decided  on,  and  much 
above  what  they  had  been  at  any  time  since  Seji- 
tember  1795.  That  the  exchange  with  Hamburgh 
was  nnusually  favorable,  and  had  every  appear- 
ance of  continuing  so,  unless  political  circum- 
gtances  should  affect  it.  That  no  inconvenience 
seemed  to  be  felt  by  the  bankers  and  traders  of 
Loudon,  for  whereas  by  law,  they  were  entitled 
fo  demand  three-fourths  of  any  dejiosit  in  cash 
tliey  might  make,  they  had  only  actually  de- 
manded one-sixteenth.  They  ]>resented  a reso- 
lution of  the  directors,  stating  that  tlie  condition 
of  the  Bank’s  affairs  was  such,  that  it  could  with 
s.afety  resume  its  usual  functions.  The  committee, 
liowever,  recommended,  that  iu  coiisequeuce  of 
the  state  of  ]>ublic  affairs,  it  w:is  advisable  that 
the  rcstrieti(ni  should  be  continued  for  a further 
period.  After  a short  debate,  an  Act  was  pass<*d 
to  continue  the  restriction,  until  one  month  after 
the  conclusion  of  a definite  treaty  of  peace.  In 
the  Course  of  the  debate,  Sir  William  Pultenev 
S])oke  with  great  ability  against  the  national  evils 
and  inconveniences  of  the  monopoly  of  banking 
by  one  company,  and  moved  for  leave  to  bring  in 
H bill  to  establish  another  Bank,  in  case  the  Bank 
of  England  did  not  resume  cash  payments  on  the 
24th  June.  Leave  to  bring  in  the  bill  was  re- 
fused by  a majority  of  50  to  15. 

142.  The  exchange  M'ith  Hamburgh  at  the 
time  of  the  sus]umsion  of  cash  payments  was 
35-10,  it  continued  to  improve  throughout  the 
whole  of  that  year,  and  in  December  stood  at 
38*5,  which  was  about  £13  per  cent,  above  par. 
The  issues  of  the  Bank  were  about  11^  millions 
during  the  year.  This  extraordinary  state  of  the 
exchanges  continued  during  the  whole  of  1798, 
when  tliey  began  gi'adually  to  fall,  and  in  March, 

1799,  they  were  at  37'7,  which  Avas  still  £11  6s. 
above  par.  This  Avas  of  course  folloAved  by  a 
very  great  inflow  of  bullion,  and  at  the  end  of 
1798,  the  Bank  had  upAvards  of  £7,000,000  in 
its  A'aults,  and  the  directors  expressed  tlieir 
readiness  to  the  Government  to  resume  payments 
in  cash,  the  Ministry,  hoAA'eA'or,  thought  it  iuex- 
pedieiit  in  the  state  of  the  country. 

143.  The  harA'est  of  1799Avas  lamentably  de- 
ficient : it  Avas  even  estimated  that  it  did  not  ex- 
ceed one  half  the  usual  average.  By  the  end 
of  the  year  wheat  Avas  at  94s.  2d.  It  continued 
to  rise  till  in  June,  1800,  it  stood  at  134s,  5d., 
and  remained  at  the  end  of  the  year  at  133s. 
Under  tlie  influence  of  the  enormous  importatums 
of  wheat,  the  exchange  Avith  Hamburgh  continued 
to  decline  all  through  1799,  till  iu  the  last  week 
of  August,  it  had  fallen  to  par.  In  December, 

1800,  it  had  fallen  to  30s.  In  the  meantime  the 
jirice  of  foreign  gold  iu  coin,  Avhich  had  been  at 
£3  17s.  6d.  iu  May,  1797,  rose  to  £4  iu  December, 
and  continued  at  that  price  till  September,  1799. 
In  June,  1800,  it  rose  to  £4  5s.,  and  iu  December, 
to  £4  6s. 

144.  The  arguments  and  ability  of  Sir  AVilliam 
Pultenev,  in  advocating  the  foundation  of  another 
bank,  produced  great  effect,  and  during  1799,  it 
excited  great  juiblic  interest.  Meetings  Avere 
held  for  the  purjiose  of  iiromoting  it,  and  nu- 
merous pamphlets  Avere  published  on  the  subject. 
The  Bank  Directors  took  alarm,  aud  they  had  the 
same  solid  arguments  to  advance  as  on  former 
occasions,  namely,  a good  supjily  of  money.  The 


Ministry  were  of  course  in  difficulties,  and  the 
charter*  had  still  12  years  to  run,  but  upoiMul- 
vancing  £3,000,000,  without  interest,  fvr  six 
years,  Mr.  Pitt  agreed  to  renew  it  for  tN\  enty-one 
years  from  1812.  In  1800  a bill  for  this  purpose 
was  brought  forAvard  and  ]>assed. 

145.  The  harvest  of  1800  Avas,  if  possible,  Avorse 
than  that  of  1799,  and  notwitli^taiiding  all  tho 
various  measures  reconuueiided  by  Parliament, 
Avlieat  rose  iu  March,  1801,  to  I56s.,  barley  to  90s., 
and  oats  to  47s.  In  the  autumn  of  1 799,  failures  ol‘ 
gi'eat  magnitude  took  ]>lace  at  Hamburgh  ; 82 
houses  came  down,  Avith  liabilities  amounting  to 
£2,500,000.  In  consequence  of  these,  discount 
rose  to  15  per  cent.  Under  the  influence  of  the 
enormous  sums  of  money  that  had  to  be  seiit 
abroad  in  ]nirchase  of  grain,  the  attraction  of  this 
high  rate  of  discount,  there  being  iiopoAver  on  this 
side  to  raise  the  rate  of  discount  to  counteract  it, 
and  other  causes,  the  exchange  on  Hamburgh, 
Avhich  had  stood  so  high  for  several  years  fell  in 
January,  1801,  to  29s.  8d.,  being  upwards  of  14  per 
cent,  against  England,  and  the  market  price  of 
gold  bullion  (;.e.,  the  price  Avheii  paid  hi  bank 
uote.s)  was,  as  Ave  haA'e  seen,  £4  6s. 

146.  Ill  the  gi'eat  monetary  crisis  of  1696-7,  it 
Avas  universally  acknowledged  by  Parliamciit, 
and  the  most  eminent  merchants,  that  it  Avas  the 
bad  state  of  the  coinage  Avhieh  produced  the  great 
rise  ill  the  market  price  of  bullion,  and  the  heavy 
fall  in  the  foreign  exclianges  ; and  Ave  have  seen 
that  the  restoration  of  the  coinage  immediately 
rectified  the  exchange.  At  that  time  bank  notes 
Avere  infl  a legal  tender,  ami  the  language  inva- 
riably applied  to  them,  A\iieii  their  current  A ulue 
differed  from  theii*  nominal  Auilue,  Avas  that  they 
were  at  a discount.  When  the  men  of  that  day 
saw  that  the  bank  notes  Avere  a promise  to  pay 
so  many  “ pounds”  on  demand,  and  an  Iu'II  they  saw 
that  the  persons  avIio  issued  them  Avere  unable  to 
pay  that  numlx^r  of  pounds,  and  that  no  *»ne  Avould 
give  that  number  of  pounds  for  them,  they  never 
used  any  other  expression  regarding  these  facts, 
than  that  the  notes  Avere  at  a discount.  There  is  uo 
trace  of  any  one  having  thought  of  saying  that  it 
was  the  notes  that  denoted  the  pound  sterling, 
and  that  bullion  had  risen.  When  the  refiu'ui  of 
the  coinage  took  i»laee,  and  the  exchanges  Avere 
simultaneously  rectifleil,  it  Avas  said  that  the  re- 
form of  the  coinage  caioied  the  restoration  of  the 
exchange,  and  numerous  merchants  had  written 
pamphlets  to  combat  a delusion  avIucIi  avus  rather 
preA'alent  among  some  persons,  that  bullion  as  a 
commoditv  could  IiaA'c  adittereiit  value  to  bullion 
as  coin,  except  on  account  of  the  de}ireciatioii  of 
tho  coinage.  And  it  was  clearly  understood  by 
them,  that  the  exchange  never  could  vary  but 
very  little  beyond  the  cost  of  the  transmis- 
sion of  specie. 

147.  Such  AA'ere  the  truths  established  Avlien  a 
metallic  currency  was  the  only  one  thought  of  iu 
estimating  A'ahie.  But  at  this  time  a ucav  jtrin- 
ciple  AA-as  introduced — there  was  what  Avas  sub- 
stanti.olly  an  ineom'crtihle  jiaper  ciiiTeiicy.  At 
this  time  most  men’s  ideas  Avere  transferred  from 
the  metallic  currency  to  the  pajier  currency.  Ever 
since  the  issue  of  £1  notes,  pettple  thought  of  them 
when  they  sjioke  of  prices,  as  being  so  many 
pounds.  When  the  suspeiisiou  of  cash  payments 
took  place,  there  Avas  a general  expectation  that 

( Bank  notes  would  be  depreciated,  but  the  general 
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resoliitiun  of  bankers  and  merchants  to  support 
the  credit  the  bank,  the  determination  of 
govormneiit  to  receiv'e  bank  notes  in  payment  of 
taxes  at  their  par  value,  and  the  jrivat  caution 
exercised  by  the  directors  ditrint^  the  first  fe^v 
years  after  the  restriction,  had  removed  all  these 
apprehensions,  and  for  some  yeiU's  bank  notes 
circtilated  at  par. 

148.  At  this  time, however,  phenomena  occurred, 
wliich  directed  the  attention  of  many  ]H;rson.s  to 
tlie  state  of  the  paper  currency.  The  market 
j)rice  of  standard  jrold  up  to  September,  17P1),  had 
continued  at  17s.  (id.  per  oz.,  and  the  price 
of  foreign  <iold  in  coin  had  been  simiewhat  hi;^her, 
on  account  of  its  greater  use  as  coin,  than  as 
bullion.  lUit  in  June,  1800,  the  price  of  foreign 
gitld  experienced  a sudden  and  extraordinary 
rise;  it  rose  to  -£4  5s.  jter  ounee,  silver  rose  to 
5s.  7d.  ]»er  ounce,  and  the  foreign  exchajiges  fell 
below  par.  111  January,  1801,  gold  and  silver 
were  each  l.s.  per  ounce  higher,  and  the  h-xchange 
on  Hambiirgli  was  at  *20.8,  being  a depression  of 
14  per  cent,  below  par.  But  the  expense 
transmitting  specie  to  Hamburgh  was  estimated 
not  to  exceed  7 per  cent.,  and  consequently  there 
remained  a ditfereuce  of  7 per  cent,  to  be  ac- 
counted for. 

140.  It  was  at  this  time,  that  the  great  and 
palpable  truth  u a.s  discovered,  that  if  a deterio- 
ration of  the  coinage  pn»duced  a rise  of  the 
market  jmice  of  bullion  above  the  mint  price,  and 
u fall  in  the  foreign  exehange.s,  under  a metallic 
curreney.  then  that  the  converse  jtropositioii  was 
also  necessarily  true.  That  under  a paper  cur- 
reney, which  was  only  the  re]u*eseiitative  of  a me- 
taUicenrrency,  if  the  market  j>rice  of  bullion,  (i.e. 
the  palter  iiriee)  exceeded  the  mint  jtrice,  and  the 
foreign  exchanges  fell,  beyond  the  cost  of  the 
transmission  of  bullion,  that  excess  could  only 
arise  from  tlie  depreciation  of  the  representative 
of  the  metallic  currency,  and  therefore  when  these 
cirenmstanees  occurred,  they  ixfai.lihly  indi- 
cated THAT  THE  PAPER  CUBRENt'Y  WAS  DEPRE- 
CIATED. 

150.  We  are  not  certain  to  whom  the  merit  of 
the  discovery  of  this  great  and  important  truth  is 
due.  There  is  a passage  in  John  Law,  avIhcIi 
clearly  shows  that  he  mouII  have  immediately 
acknowledged  it,  and  is  by  far  the  earliest  pas- 
sage tliat  we  are  awureof,  tliat  iiidieates  the  connec- 
tion between  the  jiaper  enrreney  and  the  foreign 
exchanges  (Law).  Mr.  Bo3'd,  Mr.  Ileury 
Tliornton,  and  Lord  King,  the  last  especially, 
were,  as  far  as  we  can  discover,  the  iiersons  to 
whom  its  establishment  at  this  particular  peri<Kl 
is  due,  (Boyd,  Thornton,  Kino)  and  therefore 
we  have  called  it  Lord  King's  law, though  we  are 
not  certain,  wliother  strict  justice  *loes  not  demand 
that  it  should  be  attributed  to  Jolm  Law.  ILnv- 
ever  that  may  be,  this  law  is  the  fundamental  one, 
on  the  siiliject  of  the  jiaper  ciirreucy  and  the 
foreign  exelianges. 

151.  I’he  definitive  treaty  of  peace  with 
France  was  signed  on  the  27th  Marcli,  1802. 
The  restriction  on  cash  payments  c.xpired  of 
it.self,  six  months  after  that  event,  but  though  the 
bank  declared  that  its  cofters  were  well  sup])lied 
with  specie,  and  that  it  was  anxious  and  ready 
to  resnme’payments  in  cash,  tlie  Chancellor  of  the 
Exche(iuer,  Mr.  Aildington,  brought  in  a bill  on 
the  bth  April,  1802,  to  continue  the  restriction  till 
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I the  Isf  March  180J,  which  was  passed.  Theargu- 
I ments  alleged  in  favor  of  this  measure  show  a 
I wonderful  decline  in  financial  knowledge  in  the 
I government  of  1802  compared  to  1600.  At  the 
I latter  juu-iod  the  great  reasoji  alleged  fm*  the 
I reformation  of  the  coinage,  was  the  adverse  con- 
I dition  of  the  foreign  exelianges,  and  the  rise  of  the 
I market  above  tlie  mint  jirice,  caused  by  a dejire- 
: ciation  of  the  currency.  (Coinage,  Mint  Brice). 

! We  have  shown  the  triumphant  success  of  the 
re-coiuage,  which  restored  the  public  credit  and 
the  e.xcliange.  The  sagacity  of  a Montague  could 
at  one-*  have  seen  that  the  adverse  state  of  the 
exchange,  and  the  high  i»rice  of  Imllioii,  were 
entirely  owing  to  the  dein*eciated  state  of  the 
currency,  and  that  the  only  metliod  of  restoring 
them  to  par,  was  the  immediate  resumiitiou  of 
cash  payments.  So  great,  however,  was  the 
ignorance  upon  the  subject,  that  the  fact  of  the 
I exchange  being  adverse,  was  the  very  reason 
alleged  why  cash  jiayments  should  not  be  resumed. 
^Ir.  Addington,  in  bringing  in  tiie  bill,  said, 
“ It  cannot  be  necessary  for  me  to  inform  the 
' IIuu.se,  that  the  rate  of  exchange  between  tliis 
coiniti  v and  foreign  parts,  is  disadvantageous  to 
' ourselves — that  the  export  trade  has  been  for 
some  months  at  a stand,  that  while  the  rate  (»f 
exchange  is  dl.-iadvantageoiis  to  ns  an  av^nten^ 
tation  the  circulating  r</.s7?  would  create  a trade 
liighly  injurious  to  the  commerce  of  this  country. 
For  m ceral  monthit  past^  there  has  been  a trade 
carrying  on  for  the  purchase  of  gnineas^ivith  a view 
to  exportation.  It  is  on  these  grounds  that  I 
submit  to  the  House  the  expediency  of  con- 
tinuing the  restriction  with  regard  to  the  cash 
payments  of  the  Bank.'*  Wliy,  these  were  the 
very  reas(.)iis  why  a return  to  cash  i)uyinents 
should  have  been  made  without  delay.  The 
rea.son  why  the  trade  in  buying  up  guineas  was 
gi>ing  on,  was  just  because  of  the  abnudant  (juaii- 
titv  ()f  paper,  the  impcr  “ ])romi.ses  to  pay"  were 
falling  in  value  as  compared  to  tlie  guineas,  and 
as  a necessary  consn|iience,  guineas  were  ex- 
ported. and  so  far  from  a return  tocashiiajments 
augmenting  the  circulating  luedinm,  it  avouIiI 
infallibly  have  considerably  diminished  it,  by 
making  the  Bank  reduce  its  paper  issues.  It  was 
because  the  prices  of  articles  were  so  high  in  this 
eonntrv,  that  the  export  trade  was  unprofitable, 
and  a reduction  of  the  issues  would  infallibly 
have  lompelled  such  a reduction  in  prices,  as 
would  have  facilitated  the  export. 

152.  The  result  of  this  extraordinary  amount 
of  financial  error  could  have  been  easily  predicted. 
The  circumstances  of  the  country  did  not  improve, 
as  the  ministry  had  taken  the  most  ellectual 
measures  to  prevent  them  doing  .so.  In  Februaiy, 
180J,  Mr.  Addington  had  to  come  forward  again, 
to  prolong  tlie  restriction.  He  said  that  the 
reason."  which  suggoted  it  were  too  strong,  and 
the  necessity  too  urgent  to  bo  resisted.  The  re- 
striction was  contimied  last  se.ssiou,  because  the 
exchanges  were  adverse — the  exchange  with 
Hamburgh  was  then  at  par— that  with  Amster- 
dam adverse.  F]ton  these  grounds  he  .said  it  was 
expcdiriit  to  continue  the  restriction,  until  the 
pntgressive  advance  of  our  commerce  should  pro- 
duce such  a steady  inclination  of  the  exchange 
in  onr  I'avor,  as  to  render  it  safe  to  resume  cash 
liaymeiits.  That  the  scarcity  of  the  last  three 
years  liad  made  it  necessary  to  export  twenty 
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millions  of  bullion  in  payment  of  corn,  and 
until  that  came  back  cash  payments  could 
not  be  resumed.  Mr.  Fox  said  that  such  a 
mode  of  arguing  went  to  establish  it  as  a 
general  axiom  that,  whenever  the  exchanges 
were  adverse,  cash  payments  of  the  bank  ought 
to  be  suspended;  and  then  he  touched  the 
right  i>oint : “ Perhaps,  even,  it  might  happen 
that  the  unfavorable  turn  of  tlie  exchange  against 
tfiis  country  might  be  owing  to  the  very  restriction 
on  the  hank  and  he  quoted  the  instance  of  1772, 
when  there  was  a great  quantity  of  bad  money 
in  tlie  country,  ami  the  exchange  was  adverse; 
but  as  soon  ms  the  good  coinage  was  issued,  the 
exchanges  turned  in  our  favor ; exactly  we  have 
already  seen,  as  was  the  case  in  1696.  Mr.  Fox 
pointed  out  that  the  same  was  the  case  then,  be- 
cause paper  is  not  much  better  than  bad  gold. 
7'liis  truth  was  not  followed  up,  and  while  the 
Directors  of  the  Bank  alleged  that  they  M'cre 
perfectly  able  to  resume  cash  jiayments,  the  mi- 
nistry enforced  a continued  restriction  on  them, 
for  political  reasons,  until  six  weeks  after  the  be- 
ginning of  the  next  session  of  Parliameut.  In 
the  Lords,  Lord  Pelham  said  that  the  idea  of  re- 
newing the  restriction  at  the  present  moment 
originated  solely  with  the  goverimieiit,  who  had 
had  no  communication  with  the  Bank  on  the 
matter.  The  great  tihith  hinted  at  by  Mi*.  Fox, 
wjL'i  much  more  strongly  and  fully  stated  by 
Lord  King  and  Lord  Moira  in  the  House  of 
Lord.s.  The  ininLstry  conqilaiued  that  the  im- 
liortatiou  of  bullion  was  hanging  fire;  was  it  not 
plain  that  the  reason  Avas  that  its  value  in  this 
cimntry  Avas  depreciated  by  the  plethora  of 
paper?  and  the  true  AA*ay  to  attract  it  Avas  by 
(limiiiishing  the  quantity  of  the  paper,  and  so 
raising  the  value  of  the  gold.  The  bill  Avas 
carried  AAuthout  a division. 

153.  The  resumption  of  the  Avar  in  1803, 
rendered  any  idea  of  resuming  cash  payments 
out  of  the  question,  and  the  inevitable  conse- 
ijueuces  of  an  excessive  issue  of  paper  folloAved ; 
l»eople  began  to  hoard  their  guineas.  The  Clian- 
cellor  of  the  Exche(|uer  denounced  the  people 
Avho  did  so,  as  Avantiug  in  public  spirit.  Pre- 
cisely the  same  language  had  been  held  in  the 
tribune  of  the  Freucli  Coiiv'ention  regarding 
assignats.  The  debate  in  the  Lords  produced 
Some  excellent  speeches,  among  others  Lord 
King  enunciated  the  true  principle  regarding  the 
regulation  of  a paper  currency,  very  strict 
attention  to  the  price  of  bullion.,  and  the  state  of  the 
foreign  exchanges.,  was  alone  capable  of  affording 
a just  criterion.,  by  which  the  quaniity  could  be 
truly  ascertained''  (King,  Lord). 

154.  At  this  time  the  depreciated  state  of  the 
Irish  currency  strongly  attracted  tiie  attention  of 
Parliament,  and  a committee  Avas  appointed  in 
1804.  We  have,  in  its  proper  place,  gi\'eii  some 
account  of  the  proceedings  of  this  committee 
(Banking  in  Ireland),  and  merely  notice  it 
here  as  the  first  occasion  on  Avliicli  a Parlia- 
mentary Committee  enunciated  tlie  doctrine,  that 
the  issue  of  paper  currency  sliould  be  regulated 
by  the  foreign  exchanges.  It  Avas  on  tliis  occa- 
sum,  too,  that  the  doctrine  Avhicli  Avas  afterwards 
maintained  Avith  such  pertinacity  in  tliis  country, 
was  first  put  forward,  that  it  Avas  not  the  bank 
note  that  ha<l  fallen  to  a discount,  but  the  value 
ot  gold  that  had  risen. 

part  11.  Vt»L.  I. 
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I 155.  In  this  year  the  scarcity  of  the  silA'er 
I coinage  aa’us  .so  severely  felt  that  tiu-  bank  issued 
5s.  dollai's  to  sujiply  the  Avaiit,  of  Avhich  1,419.481 
AA'ore  put  into  circulation.  In  1806  the  Kian  »tf 
three  millions,  Avhieh  was  the  consideration  for 
the  reueAAUil  of  the  Cliarter  in  18(Kj,  became  due. 
But  the  Bank  A\*as  persuaded  to  reneAV  it  at  3 per 
cent,  per  annum  until  six  mouth.s  after  tlie  ratifi- 
cation of  ]»eace.  In  180“  a committee  Ava.s 
appointed  to  inquire  into  the  various  branches  of 
the  public  expenditure,  and  amongst  otliers  into 
the  payments  made  into  tlie  Bank  of  Fnglaml. 
In  the  secoiitl  rejiort  are  some  interesting  details 
respecting  the  connection  between  the  Bank  and 
the  goverimieiit. 

156.  It  Avas  in  1806  and  the  folloAA’ing  years, 
that  the  circumstances  occurred,  Avhich  A\ere  the 
origin  of  that  gi*eat  derangement  of  the  curreney 
Avhich  Avas  the  occasion  of  the  appointuiciit  of 
the  Bullion  Committee.  Owing  to  the  shutting 
up  of  the  continental  ports  by  the  Berlin  decree, 
a degree  of  scarcity  AViis  expected  in  the  raw 
material  of  our  manufactures  Avliich  came  from 
the  North  of  Europe.  A violent  speculative 
fever  immediately  commenced  iii  these  articles. 
Dilficullies  also  Avilh  AmericjL,  in  consequence  of 
the  absurdity  of  our  oaau  orders  in  Council, 
raised  the  price  of  the  raw  jiroduce  of  that 
Country  in  an  equal  degree.  At  tlie  same  time, 
the  tiiroAA'ing  open  of  the  markets  of  Souili 
America  seemed  to  give  a boundles."  demand  for 
manufactured  gixids.  Speculation,  thus  aggra- 
vated by  so  many  concurring  cau.'^es,  swelhal  up 
in  proportion  to  the  m:iguitude  of  the  markets 
tiirown  open.  A complete  plireiizy  ."cized  the 
nation.  It  sjiread  from  commerce  to  Joint  Stock 
Companies.  The  infatuation  of  1720  Avas  repro- 
duced. Joint  Stock  Companies  of  all  descrqi- 
tions — for  canals,  bridges,  insuranees,  breweries, 
and  multitudes  of  others— st;u*ted  up  like  mush- 
rooms. At  the  same  time  the  Bank  of  England 
fanned  the  flame  of  speculation  to  an  extent 
far  beyond  the  bounds  of  ordinary  ra.shiiess.  It 
is  stated  by  Sir  Francis  Baring,  in  his  evidence 
before  the  Bullion  Committee,  that  since  tiie 
restriction,  he  kacAv  of  many  instances  of  clerks 
not  AA*orth  .£100  Avho  liad  cJiirted  as  merchants, 
and  had  been  alloAA-ed  to  have  discount  accounts 
of  from  .£5,000  AT  0,000,  Avluch  dem.iiul,  he  s.iid, 
AA'us  caused  by  the  Bank,  and  nut  by  the  regular 
demands  of  trade,  and  Avliich  could  not  exist 
if  the  restriction  Avas  removed.  Tlie  paper  dis- 
counted by  the  Bank,  AvIiich  had  been  £2, 946, 500 
in  1795,  rose  to  <£15,475,700  in  1809,  and  to 
A20,070,600  iu  1810. 

157,  Along  Avith  this  extravagant  specnlatnni, 
pai*tly  caused  by  it,  and  partly  fanning  it,  a 
multitude  of  country  banks  started  up  in  all 
directions,  and  iniiudated  the  country  Avith  their 
notes,  exactly  as  had  happened  before  1793.  In 
the  yeiir  1797  they  had  been  reduced  to  270;  in 
1808  they  had  increased  to  600;  and  in  18i0, 
Avheu  the  Bullion  Cunuuittoc  AVere  appoiniiMl, 
they  amounted  to  721,  and  the  (|uantity  uf  paper 
they  had  put  into  circulation  aaos  snjqiosed  to 
amount  to  A30,000,000.  At  the  .same  time  the 
Bank  of  England  had  increased  its  issues  tu 
A2I,000,000,  a quantity  declared  by  .stuue  of  the 
most  eminent  Avitnesses,  far  to  exceed  the  legiti- 
mate Avants  of  the  ei»untry. 

158.  Coiicunvutiy  with  these  extra\u.raiit 
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speculations  and  issues  of  notes,  the  price  of  gold 
bullion  rose  rapidly,  and  the  foreign  exchanges 
fell  in  an  equal  degi*ee,  exactly  the  same  symptoms 
as  liad  been  manifested  iii  Ireland  in  1804. 
Specie  totally  disapi>eared  fi’om  circulation. 
J.  Say  says  that  upwards  of  £0,000,000  in 
guineas  was  smuggled  over,  and  landed  at  the 
Belgian  jK)i*ts.  Standard  gold,  which  had  been 
£4  per  ounce  since  1805,  rose  to  £4  10s.  in  Feb- 
ruary, 1809,  and  to  £4  13s.  in  January,  1810. 
Silver  rose  from  5s.  4d.  to  5s.  7d.  the  ounce, 
and  the  Exchange  with  Hamburgh,  which  was  at 
35*6  in  January',  1805,  gradually  fell  through  tlie 
succeeding  years  till  it  reached  -28*6  in  January, 
1810.  Mr.  Baring  stated  that  guineas  then 
brought  26s.  and  27s.  Under  these  circum- 
stances, Mr.  Horner,  on  the  1st  February,  1810, 
moved  for  sevci'al  returns  relating  to  currency 
and  exchanges.  And  on  the  10th,  the  Bullion 
Committee  were  appointed. 

159.  As  we  have  given  a full  analysis  of  this 
celebrated  Report  in  its  proper  place  (Buli^ion 
Keport),  we  shall  say  no  nutre  about  it  here, 
further  than  this,  that  what  !Mr.  Fox  had  called 
tlie  fantastical  doctrine  that  it  wan  not  the  note 
which  had  fallen^  but  "old  that  had  risen^  seemed 
to  have  taken  possession  of  the  immense  majority 
of  mercantile  men,  and  they  almost  all  repudiated 
the  idea  that  the  issues  of  bank  notes  had  any- 
thing to  do  with  the  foreign  exchanges.  Never- 
theless the  Committee  came  exactly  to  the  same 
conclusion  that  the  Committee  of  1804  had  done 
ill  the  Irish  case,  that  the  depression  of  the  foreign 
exchanges  was  owing  to  the  excessive  issues  of 
bank  notes,  and  that  the  latter  were  at  a heavy 
discount.  They  laid  down  a scries  of  ])ropositions 
regarding  the  cuiTcncy  and  monetary  system 
(Bii.i.iox  Report),  which  they  proposed  for 
the  adoj'tion  of  the  House,  and  they  said  that 
these  overissues  of  the  bank  could  only  be  cured 
by  a resumption  of  cash  payraents,  which  they 
recommended  should  take  ]dace  within  two  years 
ft'om  that  date.  The  resolutions  were  brought 
befiire  the  House  in  1811,  and  the  first  was  nega- 
tived by  a majority  of  151  to  75,  the  fourteen 
next  Were  negatived  without  n division,  and  the 
last,  recommending  a resumption  of  cash  pay- 
ments within  two  years,  was  rejected  by  180 
to  45. 

160.  No  sooner  was  the  Bank  freed  by  this 
ministerial  trium])h  from  all  fears  of  restraint 
than  it  began  b>  issue  its  notes  with  greater  pro- 
fusion than  ever.  In  March,  1812,  the  market 
price  of  gtdd  was  £4  16s.,  or,  more  truly,  the 
bank  iu»te  had  fallen  to  163.  3d.,  and  Lord  King 
issued  a circular  to  several  of  his  tenants  remind- 
ing them  that  their  contract  was  to  pay  a certain 
(juantity  of  the  legal  coin  of  the  country,  and  that 
the  present  paper  currency  was  considerably  de- 
preciated. He  said  that  in  future  he  should 
require  his  rents  to  be  pai<i  in  the  legal  gold  coin 
of  the  realm,  but  that  as  his  object  was  merely  to 
secure  the  payment  of  the  real  intrinsic  value  of 
the  sum  stipulated  by  agreement,  he  should  be 
willing  to  receive  the  amount  in  Portugal  gold 
coin,  of  an  equal  weight  with  that  of  the  stipu- 
lated number  of  guineas,  or  by  an  amount  of 
bank  notes  sufficient  to  purchase  the  weight  of 
standard  gold  requisite  to  discharge  the  rent. 

IGL  In  fact,  the  insane  vote  of  the  House  of 
Commous  made  the  value  of  every  man’s  pru- 


pertv  (lepeiulent  on  the  Tvill  of  the  Bank  Directors. 
This  ivas  fraught  with  the  most  alarming  conse- 
qnem  es  to  every  one  who  had  a fixed  income,  as 
■whilst  the  price  of  every  article  of  prime  necessity 
kept  pace  with  the  depreciation  of  the  currency, 
any  one  like  a landlord  having  only  a fixed 
rent  to  receive,  was  paid  in  a depreciated  paper, 
■while  his  tenants  received  the  increased  nominal 
prices  of  their  commodities.  That  Lord  King  s 
demand  was  legal  no  one  pretended  to  deny  ; but 
when  this  practical  sarcasm  was  passed  upon  the 
resolution  of  the  House  of  Commons,  it  excited 
the  vehement  hostility  of  the  ministerial  pai'ty, 
and  the  most  unmeasured  abuse  was  heaped  upon 
him  lor  incivism.  Lord  Stanhope  brought  ni  a 
bill  making  it  a misdemeanour  to  make  any 
dift'ei  dice  between  guineas  and  bank^  notes. 
He  said  that  he  had  been  iutormed  of  many 
instances  in  which  a £1  note  and  seven  shillings 
had  been  demanded  for  a guinea,  in  which  lie  was 
confirmed  by  Lord  Holland,  Admirable  com- 
mentary upon  the  resolutions  carried  so  triumph- 
antly in  the  House  of  Commons  only  two  mouths 
before,  and  then  standing  on  their  Jom'nals,  that 
in  public  estimation  guineas  and  bank  notes  w ere 
equa II 

162.  The  following  harvest  -w'as  extremely  de- 
ficient, and  the  price  of  corn  began  rapidly  to 
rise  until  August,  1812,  when  the  average  was 

I 155s  in  England  and  Wales,  and  some  Dautzic 
wheat  brouglit  180s.,  and  oats  actually  touched 
84s.  The  market  or  paper  price  of  gi»ld  cou- 
timn  d to  rise  till  November,  1813,  when  it  stood 
at  £5  10s.,  the  value  of  the  bank  note  being 
14s.  2d.  The  long  continuance  of  high  ])rices, 
partly  caused  by  a series  of  bad  harvests,  and 
partly  by  the  depreciation  of  the  paper  in  which 
they  were  paid,  gave  rise  to  the  belief  that  they 
would  be  permanent.  Immense  speculations 
began  in  land  jobbing,  and  vast  tracts  ot  «astc 
j and  fen  land  were  reclaimed.  Rents  in  most 
j case^  rose  to  treble  M'hat  they  were  in  1792  ; all 
the  new  agricultural  engagements  entered  into  at 
this  [KTiod  \vere  formed  on  the  basis  ot  these 
intlated  prices.  Landlords  and  tenants  increased 
their  expenditure  in  a like  proportion,  and  tamily 
settliuueuts  were  made  on  a commensurate  scale. 
As  a natural  consequence,  country  banks  greatly 
multiplied.  In  1811  they  were  728,  in  1813  they 
had  risen  to  940,  and  the  amount  of  tliefr  issues 
was  supposed,  on  the  most  moderate  estimate,  to 
be  aliout  £25,000,000.  After  the  disasters  to  the 
French  armies,  in  the  campaigns  of  1813,  the 
port'  of  Northern  Europe  w'ere  throwui  open  to 
British  commerce,  which  naturally  gave  rise  to 
enormous  speculative  exports  and  overtrading. 

163.  The  harvest  of  1 8 1 3 w'as  prodigiously  abun- 
dant, so  that  the  price  of  corn  which  in  August, 
1812,  had  been  155s.,  rapidly  fell;  and  in  July, 
181-4,  was  only  68s.  The  exporting  speculations 
were  at  their  height  in  the  spring  of  1814,  and 
the  prices  of  all  such  commodities  rose  to  a very 
unusual  height.  Every  branch  of  industry  was 
affected  by  these  causes,  and  the  natural  and 
inevitable  conse(|uence  soon  followed — a violent 
revulsion  and  general  depression  of  prices  ot  all 
sorts  of  property,  which  entailed  such  general 
and  universal  losses  and  failures  among  the 
agru  ultural,  commercial,  manufacturing,  mining, 
ship] ling,  and  building  interests,  as  had  never 
before  been  paralleled.  As  is  always  tlie  case. 
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(the  consequences  of  the  wild  speculations  and  resumption  of  cash  payments,  it  cost  him  nearly 
engagements  ]>ersons  had  entered  into  during  the  £100  to  remit  the  surplus  coin  which  accumulated 
continuance  of  the  fever,  continued  to  be  felt  for  u]>ou  him  to  Loudon,  as  he  could  not  get  rid  of  it 
some  years  afterwards.  The  disasters  commenced  in  the  country,  his  customers  all  preferring  his 
in  the  autumn  of  1814,  continued  with  increasing  notes;  many  persons  Mho  had  hoarded  guineas 
; severity  during  1815,  and  reached  their  height  in  requested  as  a favor  to  have  notes  in  exchange. 

1816-17.  During  these  years  eighty-nine  country  168.  Jii  !March,  1815,  the  restriction  M as  pro- 
1 bankers  became  bankrupt,  and  the  reduction  of  longed  to  July,  1816.  The  bill  M as  brought  in 
the  issues  of  country  paper  M-as  such,  that  in  and  passed  before  the  ucm's  of  Napoleoirs  quitting 
1816,  its  amount  M as  little  more  than  half  M'hat  Elba  had  reached  England.  The  Act  M-as  scarcely 
it  had  been  in  1814.  passed  when  the  iieM  M ai*  broke  out,  M hicli  ended 

164.  This  general  discredit  of  country  bank  at  Waterloo,  and  the  expenses  of  the  campaign 
paper,  resembling  what  had  previously  occurred  made  the  ministry  dread  a monetary  crisis,  and 
in  1793  and  1797,  caused  a demand  for  additional  the  restriction  m’us  subsequently  prolonged  to 
issues  from  the  Bank  of  England  to  help  to  main-  July,  1818. 

tain  public  credit;  and  though  this  cau-sed  an  169.  The  partial  resumption  of  cash  payments 
extension  of  the  Bank  paper  by  npM  ards  of  M as  attended  M'ith  perfect  success ; it  caused  no 
£3,000,000,  so  gi*eat  avus  the  abstraction  of  very  great  demand  for  gold,  M hich  continued  to 
country  issues  from  circulation,  (to  certainly  accumulate  in  the  Bank  till  October,  1817,  M'heu 
three  times  the  amount  of  the  Bank  of  England  it  reached  its  maximum,  being  £11,914,000.  In 
\ issues,)  that  the  value  of  the  Mhole  currency  rose,  that  month,  the  Bank  gave  notice  that  it  Mould 
/j  so,  that  Avliile  in  May,  1815,  the  market,  or  paper,  pay  ofl'  in  cash  all  the  notes,  dated  before  the  1st 

• price  of  gold  Avas  £5  6s.,  the  exchange  on  Ham-  January,  1817,  or  rencM^  tlieni,  at  the  oi>tiou  of 

burgh  28*2,  and  that  on  Paris  19,  in  October,  the  holder.  In  tlie  course  of  1817  a very  large 
1816,  the  pajicr  price  of  gold  had  fallen  to  amount  of  foreign  loans  Avere  contracted  for; 
£3  18s.  6d.,  the  exchange  on  Hamburgh  M'as  38,  Prussia,  Austria,  and  other  continental  states  of 
and  that  on  Paris  26- 10,  and  thev  remained  Avith  lesser  importance,  A\-ere  endeavouring  to  replace 
little  variation  at  these  figures  till  July,  1817.  their  dejireciated  pajier  by  a metallic  currency, 
165.  Hence,  at  length,  Avas  manifested  the  most  and  as  money  Avas  abundant  in  England,  a very 
complete  triumjih  of  the  jwinciples  of  the  Bullion  large  portiuu  of  these  loans  a\  as  taken  up  here. 
Report.  The  great  ])lethora  of  tliis  Morthless  Tlie  efiect  of  this  began  to  manifest  itself  in 
quantity  of  paper  currency  being  removed,  the  Aiiril,  1817,  m hen  the  exchanges  Avith  Hamburgh 
value  of  the  Avhole  currency  Ava.s  raised  almost  to  and  Paris  began  to  give  AYa}%  and  the  market 
par ; so  near,  in  fact,  that  the  smallest  cai'e  and  price  of  gold  to  rise.  Tliese  phenomena  increased 
attention  Avould  haA‘e  brought  it  quite  to  par;  gradually  throughout  1818,  until  in  January, 

and  it  m'^  indeed  said,  that  the  price  of  gold  at  1819,  the  price  of  gold  M'as  £4  3s.,  the  exchange 

this  period  Avould  actually  have  fallen  to  its  on  Hamburgh  33*8,  and  that  on  Paris  23-50.  lu 
natural  Ica'cI,  if  the  Directors  of  the  Bank  had  July  1817,  the  ncM'  gold  coinage  began  to  be 
not  chosen  for  particular  reasons  to  giA*e  more  issued  from  the  IMint  in  large  quantities.  Tlie 
I than  they  need  IniA'e  done.  consequence  Avas,  a steady  demand  for  gold  set  in 

166.  And  Ave  must  beg  our  readers  to  impress  upon  the  Bank,  and,  in  pursuance  of  its  notices, 
this  fact  indelibly  on  their  minds,  because  a the  sum  of  £6,756,000  Avas  draMU  out  of  it  in 
Avhole  host  of  Avriters,  Avhose  ignorance  of  science  gold.  Just  at  this  time  the  British  Government 
can  only  be  matched  by  their  gross  ignorance  reduced  the  rate  of  interest  upon  Exchequer 
ot  facts,  have  maintained  that  it  Avas  the  Act  Bills.  The  much  higher  rate  of  interest  offered 
of  1819  Avhich  caused  a violent  distiu*bance  in  by  continental  gOA'crnnieiits  caused  a gi*eat  de- 
the  relative  A'alue  of  the  Bank  Note  and  coin ; mand  for  gold  for  exportation,  and  in  the  begin- 
M'hereas  the  true  fact  is,  that  the  great  restoration  iiing  of  1818  a very  decided  drain  set  in.  The 
of  the  value  of  the  paper  currency  to  par  took  Bank  Directors,  liOAvever,  determined  to  set  all 
place  in  1816,  from  the  operation  of  natural  the  principles  of  the  Bullion  Report  ostentatiously 
Causes^  and  not  from  any  Act  of  Parliament  what-  at  defiance.  While  this  great  drain  Avas  going 
^ 011^  they  increased  their  advances  to  government 

167.  We  have  seen  that  on  seAeral  previous  from  £20,000,000  to  £28,000,000,  and  though 
occasions  the  Bank  liad  intimated  to  the  govern-  they  perfectly  avcU  kncAV  that  the  demand  for 
inent  their  perfect  readiness  and  ability  to  resume  gold  M as  for  exportation,  the}'  took  no  measures 
payments  in  cash,  but  liad  ahvays  been  prevented  Avhatevcr  to  reduce  their  issues  fur  tlie  juirpose 
fi'tmi  doing  so  for  political  reasons.  In  1815,  of  checking  the  export.  At  the  same  time  the 
Avhen  peace  Avas  finally  restored,  they  prepared  in  issues  of  country  banks  had  increased  by  two- 
gf>od  faith  to  be  ready  to  do  so,  as  soon  as  they  thirds  since  1816. 

should  be  required;  and  during  that  year  and  170.  This  demand  for  gold  became  more  in- 
1816  tliey  accumulated  so  much  treasure,  that,  in  tense  during  1818  and  the  beginning  of  1819, 
AoATUiber,  1816,  they  guA'c  notice  of  their  in-  and  it  became  evident  that  the  Bank  Avould  soon 
tciition  to  ]>ay  all  their  notes  dated  previously  to  be  exhausted,  if  legislative  interference  did 
the  1st  .January,  1812;  and  in  April,  1817,  all  not  take  place.  Accordingly,  on  the  3rd  Feb- 
their  notes  dated  before  the  1st  January,  1816.  ruai*y,  1819,  both  Houses  ajipoiuted  committees 
nlien  this  Avas  done  there  was  found  to  be  to  inquire  into  the  state  of  the  Bank;  and  on  the 
scarcely  any  demand  upon  them  for  gold.  The  5th  April  they  rep<irted  that  it  Avas  exjiedieiit  to 
tiation  had  got  so  accustomed  to  a paper  eiirreiicy,  pass  an  act  immediately  to  restrain  the  Bank 
that  they  were  most  uuAvilliug  to  receive  gtdd  for  from  paying  cash,  in  terms  of  its  notices  of 
t!  Au  ***  largest  bankers  in  1816-17.  An  act  for  that  purpose  Avas  passed  in 

tlie  \\  est  of  England,  said  that  during  this  pai*tial  tAvo  days.  It  Avas  stated  in  the  report  of  the 
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Commons,  that  in  tho  first  six  months  of  1818, 
1-25  milliuus  of  francs  had  been  coined  at  the 
French  Mint,  three-fourths  of  ^\hieh  had  been  i 
derived  from  the  ;ro]d  coin  of  this  country.  The 
Act,  Statute  1811),  c.  2-1,  forbade  the  Bank  to  make 
any  ]>ayinents  in  "old  w hatever,  eitlier  for  frac- 
tional sums  under  £5,  or  any  of  tlieir  notes, 
during  that  session  of  Piuliameiit.  Thus  the 
Bank  was  totally  dosed. 

171.  The  most  remarkable  thing,  however, 
connected  with  these  investigations,  was  the 
entire  revolution  in  opinion  that  had  taken  place 
in  the  minds  of  mercantile  men  regarding  the 
true  ])rinci]des  of  tlie  currency.  In  the  com- 
mittees of  1804  and  1810,  the  immense  preponder- 
ance of  commercial  opinion  was  entirely  adverse 
to  the  doctrine  that  the  issues  of  paper  currency 
had  any  elfect  on  tlie  Exchanges,  or  the  price  of 
bullion,  or  sliould  be  regulated  by  them.  Never- 
theless the  reports  of  b(4h  committees  were 
eufu't'ly  in  the  teeth  of  the  mercantile  evidence. 
The  Hidlion  Report  had  now  been  before  the 
eoimtrv  tbr  nine  Years,  and  had  caused  more 
l»ublic  discussion,  both  in  parliament  and  the 
jircss,  than  almost  any  subject  whatever;  audit 
is  jKTfectly  manifest  that,  if  its  principles  were 
erroneous,  the  commereial  world  would  only 
have  been  further  strengthened  in  their  opposition 
to  them.  But  what  was  the  result  now?  The 
overwhelming  mass  of  commercial  evidence  was 
entirely  in  their  favour.  The  current  of  mer- 
cantile evidence  was  now  Just  as  strong  ou  their 
side,  as  it  had  formerly  been  against  them.  Mer- 
chant after  merchant,  and  a long  series  of  Bank 
Directors,  came  forward  to  avow  their  entire 
concurrence  in  them.  M"hat  could  be  more 
triumphant  than  this?  AVhat  could  be  more 
spiemlid  testimony  to  their  accuracy  and  sound- 
ness, than  tho  fact  that  thev  had  converted  the 
iuiiiieiise  hostile  majority  of  the  commercial 
Avorld — a memorable  example  that  statesmen  and 
men  of  general  education,  though  tliey  should 
always  receive  statements  of  fact  with  the  utmost 
deference  from  “practical”  men,  should  never 
let  their  judgment  be  subjugated  by  the  opinions 
of  such  persons,  but  should  always  assert  an  in- 
dependent right  to  apply  the  prineiides  of  general 
reasoning  to  these  phenomena,  as  well  as  to  all 
others. 

172.  The  old  opinions  of  the  mercantile  wit- 
nesses of  1810  were  now  so  thoroughly  exploded 
that  they  had  scarcely  a voice  in  their  tavour. 
T’here  was  only  one  body  of  men  who  still 
adhered  to  the  old  opinions — the  majority  of  the 
Court  of  Directors  of  the  Bank  of  England. 
Notwithstanding  that  the  Governor  and  Deputy- 
Governor,  and  a large  number  of  other  Directors 
had  entirely  adopted  the  opinions  of  the  Bullion 
Urpurt,  on  the  occasion  of  some  questions  being 
sent  for  their  consideration  by  the  Committee  of 
the  House  of  Commons,  the  Court  took  the  oppor- 
tunity of  recording  publicly  their  disapproval  of 
the  doctrines  which  Avere  now  in  the  ascendant. 
On  the  25th  March  they  resolved,  “That  tliis 
Court  caiuiut  refrain  from  adverting  to  an  opinion 
strongly  insisted  upon  by  some  that  the  Bank  has 
only  to  reduce  its  issues  to  obtain  a favourable 
turn  in  the  exchanges,  and  a consequent  intiuxof 
the  precious  metals  ; the  Court  conceives  it  to  be 
its  duty  to  declare  that  it  is  unable  to  discover 
anv  Solid  foundation  for  sucli  a sentiment.”  Thus 


wo  (‘OO  that  the  very  body  of  persons  in  the 
coiimry  Avho,  it  Avas,  aboA’e  all  others,  inqiortant 
i should* be  guided  by  true  principles,  and  upon 
Avhose  action  so  mighty  public  interests  rested, 
Avere  the  very  persons  Avho  prolonged  the  cx- 
plod(  d errors*  for  years  after  every  otlier  sano 
man  in  the  country  had  adopted  the  true  vieAvs. 

174.  The  report  of  the  Lords’  Committee  ctm- 
tentod  itself  Avith  recording  the  opinions  of  tho 
ditlerent  Avitnesses  upon  the  great  question  so 
long  agitated,  it  pronounced  no  judgment  of  its 
own  upon  the  soundness  of  the  different  A’ieAVs. 
It  AAas,  hoAA'oA'cr,  A'ery  decided  in  its  recom- 
mendation to  retui'u  to  the  ancient  metallic 
standard  as  speedily  as  could  be  done,  with  a due 
regatdto  the  interests  of  commerce.  The  Com- 
mittee of  the  Commons  expressed  their  opinion, 
that  Avhen  the  exchanges  became  unfavourable, 
and  ihe  market  price  of  gold  rose  above  the  mint 
price,  the  only  mode  in  Avhich  the  Bank  could 
have  retained  the  coin  in  circulation,  Avas  by  con- 
tracting their  issues.  And  they  said  that  hoAv- 
ever  the  exchanges  might  have  been  affected 
during  the  last  and  preceding  year,  they  had  no 
reason  to  apprehend  the  same  or  any  other  causes 
could  continue  to  affect  them  in  such  a degree  as 
to  preclude  tlie  Bank  of  England,  by  a constant 
refer* -nee  to  the  exchanges  and  the  price  of  gold, 
and,  when  necessary,  by  a cautious  reduction  of 
tlieii*  paper  currency,  from  gradually  approxi- 
mating its  value  to  that  of  gold,  and  ultimately 
re-establishing  and  maiiitaiuiug  it  at  par.  Both 
Hou^es  agi*eed  in  recommending  that  after  the 
1st  l ebruary,  1820,  the  bank  should  be  retjuired 
to  delh'er  gold  of  standard  fineness  in  quantities 
of  not  less  than  sixty  ounces,  at  £4  Is.  per 
ounce;  but  that  after  the  1st  October,  1820,  the 
rate  diould  be  reduced  to  £3  19s.  6d.,  and  after 
the  1st  May,  1821,  it  should  be  reduced  to  the 
mint  price  of  £3  17s.  lOJd.  per  ounce,  that  this 
liability  to  pay  in  bullion  should  continue  for  not 
less  than  tAV'o,  nor  more  than  three  years  from 
1st  3Iay,  1821,  Avheii  payments  in  cash  should  be 
resumed.  They  also  expressed  their  opinion  tiuit 
the  great  destruction  of  country  bank  paper  in 
1816-17  had  been  partly  instrumental  in  reducing 
the  price  of  gold,  and  making  the  exchange 
favourable  during  that  period.  Tluit  from  the 
iiuiiuTous  circumsti\nces  affecting  the  value  of 
Bank  of  England  paper — the  varying  state  of 
ci^minercial  credit  and  confidence — the  fluctua- 
tions in  the  amount  of  country  bank  paper,  and 
other  reasons,  no  satisfactory  conclusion  could  be 
draAA  11  from  the  mere  numerical  uinoiiiit  of  tlieir 
issues  at  any  given  time. 

174.  It  Avas  not  to  be  expected  that  the  priiici- 
]des  of  the  Report  slioiild  command  the  universal 
assent  of  so  large  a body  as  the  commereial  Avorld 
of  London,  many  of  Avhom,  though  no  doubt  ex- 
cellent men  of  business,  in  their  oAvn  jiarticular 
lines,  could  not  be  exjiected  to  have  much  scienti- 
fic knoAvledge  of  such  subjects.  Accordingly  a peti- 
tion was  signed  by  about  500  merchants,  bankers, 
and  others,  and  also  one  by  the  Directors  of  the 
Bank  of  Englaiul.  These,  hoAvev'er,  had  no  ettect 
upon  either  House  of  Parliament.  After  debates 
in  both  Houses,  Avhich  Avell  deserA'e  the  attentiA^o 
study  of  all  students  in  Political  Economy,  the 
bill  Avhich  Avas  introduced  into  the  House  of 
Commons  by  Mr.  Peel,  the  chainiuiii  of  the  Com- 
mittoe,  passed  both  Houses,  Avithout  a dissentient 
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viAice — ]Mr.  Canning  in  the  House  of  Commons 
declaring,  amidst  loud  and  general  cheering,  that 
it  Avas  the  unauinums  determination  of  Parlia- 
ment that  the  country  should  return  as  soon  as 
possible  to  the  ancient  staiid;u*d  of  A*alue,  in  the 
establishment  of  a metallic  currency ; and  Lord 
Liverpool  in  the  Lords  said  that  the  bill  had  met 
Avith  no  opp*>sition,  and  required  no  defence. 
The  chief  provisions  of  this  Act,  Statute  1819, 
c.  49,  AA'ere — 

I.  The  Acts  then  in  force  for  restraining  cash 
payments  should  be  continued  till  the  1st  May, 
1823,  Avhen  they  Avere  finally  to  cea.se. 

II.  That  on  and  after  the  1st  February,  and 
before  the  1st  October,  1820,  the  Bank  of  England 
should  be  bound,  ou  any  person  presenting  an 
amount  of  their  notes,  not  less  than  of  the  value 
or  ]u'ice  i»f  sixty  ounces,  to  pay  them  on  demand, 
at  the  rate  of  £4  Is.  per  ounce,  in  standard  gold 
bullum,  stamped  and  assayed  at  the  Mint. 

HI.  That  jbetween  the  1st  October,  1820,  and 
the  1st  May,  1821,  it  should  pay  in  a similar 
manner  in  gold  bulliou,  at  the  rate  of  £3  19s.  6d. 
per  ounce. 

IV.  That  between  the  1st  May,  1821,  and  the 
1st  May,  1823,  the  rate  of  the  gold  bullion  should 
be  £3  17s.  lOJd.  ]ier  ounce. 

V.  During  the  first  i>eri(»d  ab(Ave  mentioned,  it 
might  ])ay  hi  gold  bullion,  at  any  rate  less  than 
£4  Is.,  and  not  less  than  £3  19s.  6d.  per  ounce ; 
in  the  second  period,  at  any  rate  less  than 
£3  I9s.  6d.,  and  not  less  than  £3  17s.  lOUL, 
upon  giving  three  days’  notice  in  the  Gazette^  and 
specifying  the  rate;  but  after  doing  so  they  Avere 
not  to  raise  it  again. 

VI.  'J’hese  payments  Avere  to  be  made  in  bars, 
or  ingots,  of  the  weight  of  60  oz.  each,  and  the 
Bank  might  pay  any  fractional  sum  less  than 
40s.  above  that  in  the  legal  siU'cr  coin. 

VII.  The  trade  in  gold  bullion  and  coin  was 
declared  entirely  free  and  unrestrained. 

Ill  conjunction  Avith  this  Act,  a most  salutary 
measure  was  passed  (Statute  1819,  c.  76)  to  put 
a stop  to  the  evil  Avliicli  the  Bank  (lirectors  them- 
selves alleged  had  brought  about  the  catastrophe 
of  1797,  namely,  the  euonuous  sums  the  govern- 
ment had  been  in  the  habit  of  demanding  from 
the  Bank  by  AA'ay  of  ad\'ances,  Avithout  any  par- 
liamentary security,  which  Mr.  Pitt  had  so  grossly 
abused.  By  this  Act  the  Bank  Avas  forbidden  to 
make  any  advances  of  any  descripti*m,  Avithout 
the  exjiress  and  distinct  authority  of  Parliament 
for  that  jHirpose  first  had  and  obtained. 

175.  Thus  Ave  must  beg  our  readers  care- 
fully to  observe  the  cautious  ami  deliberate  man- 
ner Aviiich  Parliament  adopted  to  bring  aliout  a 
permanent  restorati(ui  of  the  true  mea’^iire  iff 
value,  a metallic  currency.  They  even  sanctioned 
a species  of  bankruptcy  for  a reasonable  period, 
in  order  not  to  make  the  change  too  violent. 
And  yet  numbers  of  writers  and  speakers  at  the 
present  day  declaim  against  the  violence  and  in- 
justice of  the  Act  of  1819,  as  if  it  had  caused  a 
violent  and  abnqit  reduction  in  the  value  of  the 
Bank  Note.  Such  statements  can  cuily  proceed 
from  the  most  shameful  ignorance  of  tlie  facts  of 
the  case,  or  from  the  most  shameful  and  wilful 
dishonesty.  The  abrupt  and  violent  restoration 
of  the  Paper  Currency  tt)  par  took  place  in  1816, 
and  not  in  1819,  as  A\*e  have  already  sIicaa'ii,  and 
was  not  produced  by  any  law  Avliatever.  The 


Bank  resumed  partial  payments  of  its  currency 
in  1816,  and  A\*as  rapidly  jirocoediiig  to  a total 
resum|)tion  of  cash  jiayments,  Avhen  the  monetary 
disturbances  of  1818  took  place;  and  it  Avas  *mly 
the  mismanagement  of  the  direct**rs,  and  their 
deliberate  violation  of  tho  true  itrincijiles  *4*  mo- 
netary science,  that  brought  about  tin*  stoiqtagc 
of  1819.  And  iiltiinately  the  Bank  resumed  cash 
])ayments  in  full,  of  its*  tiAvn  accord,  tAvo  years 
before  the  time  limited  by  hiAv. 

176.  This  great  Act  for  the  ]weservation  ot 
the  national  good  faith,  the  restoration  of  the 
measure  of  value,  Avas  accomplished  Avith  the 
unanimous  consent  of  CA  erv  man  of  sound  judg- 
ment. But,  uiifortiniately,  no  sooner  Iia<l  it  be- 
come laAA',  than  an  unusually  severe  and  long 
continued  disturbance  in  the  ordinary  pr*»porti*»n 
of  supjily  and  demand  in  a great  variety  i*f  pro- 
ductions took  }»lace.  The  violent  fluctuations  in 
prices  Avhich  necessarily  folIoAved  this  great  de- 
rangement, caused  much  public  distress,  and 
atibrded  an  opportunity  for  the  aiitag*mists  of  the 
Act  of  1819  to  acquire  such  strength,  as  to  induce 
the  government  to  tamper  with  the  Act,  before  it 
came  into  full  effect. 

177.  The  utter  prostration  of  all  the  p'eat  pro- 
ducing iuterests  of  the  country  in  1815-16,  had 
caused  such  severe  distress,  as  to  diminish  the 
cousmuing  poAAers  of  the  pe*^ple  to  an  enormmis 
extent.  The  imp*irtation  of  the  great  articles  of 
consumption  in  1816,  AA'ere  in  most  ca.'jcs  not  lialf 
what  they  had  been  in  1814.  In  1817,  Avhen  the 
general  prosperity  aa'os  revh'ing,  the  shortness  of 
the  supply  caused  a A'cry  general  and  rapi*l  rise 
in  the  prices  of  all  commodities.  The  inevitable 
consequence  folloAved,  speculation  bi‘gau  to  revive 
again,  and  A\*as  much  fostered  in  1818,  by  an  ex- 
pected dearth  of  piwisions.  The  crojis  AAere 
supposed  to  be  irretricA’ably  damaged,  ami  as 
imported  produce  was  remarkably  low,  the  luuces 
of  all  sorts  of  farming  produce  rose  to  an  extra- 
Aagaiit  height.  The  home  crop  of  Avheat  turned 
out  much  better,  than  Avas  exi>ected,  ami  givaf 
importations  of  that  cereal  took  jdace ; but  all 
other  sorts  of  farming  pmduce  mouuted  up  to  a 
great  height,  barley  being  at  63s.  6*1.,  oats  at  35s., 
beans  at  76s.,  and  peas  at  79s.,  in  December,  I8l  8. 
These  extravagant  prices  of  course  attracted  einAr- 
mous  importations  at  the  close  of  1818.  Tlie 
imjiorts  of  colonial  and  foreign  produce,  retained 
for  home  consumption,  Avere  more  than  double 
Avhat  they  Averc  in  1816.  During  the  Aviiiter,  the 
enormous  importations  of  foreign  produce  arrested 
the  rise  ill  prices,  and  as  they  further  coiitimiod, 
a decided  fall  began  to  manifest  itself.  Avhicb  Avas 
in  progi-ess  Avheu  tlie  Act  for  the  restoration  of 
cash  payment.s  passed, 

178.  The  usual  consequences  fidloAved  the.«e 
extravagant  inqmrtations.  Importers,  trusting 
to  the  prices  of  1817,  had  given  orders  to  the 
groAvers  based  iijuni  these  prices,  ami  Avhen  the 
crops  came  to  be  br*uight  to  market,  tlie  price  had 
giA'eu  Avay.  Failures  accordingly  AAere  numerous 
in  1819,  both  in  Engiaml  ami  Aiiierica,  tlie  neces- 
sary ctniseqiieiice  of  a transititni  from  high  jn'ices 
caused  by  scarcity,  to  Ioav  prices  arising  from  ex- 
cess of  sujqdy.  ToAvards  the  autumn  of  that  year 
c*umiuu‘cial  credit  had  revived.  The  great*  im- 
portations of  Avheat  in  1818  somcAvImt  reduced  the 
price  ill  1819,  but  it  st.HMl  at  75s.  in  August,  and 
the  average  of  the  Avhole  year  Avas  72s.  Thi^ 
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price  continued,  with  a few  fluctuations,  till 
Auj^ist,  18*20,  and  at  that  time  wheat  was  still  at 
7*2s.  A decided  and  unanswerable  proof  that  the 
discussions  in  rarliament,  and  the  Act  for  the 
resumption  of  cash  payments,  had  no  eifect  at  all 
on  the  price  of  corn.  Although  the  Bank  was 
permitted  to  pay  its  notes  in  gold  at  the  rate  of 
^4  Is.  per  ounce,  yet  they  were  actually  at  par, 
as  the  niai'ket  price  of  gold  fell  to  £3  17s.  10 Jd. 
in  August,  1819,  and  continued  at  that  rate  till 
June,  18*2*2,  when  it  fell  to  £3  17s.  6d. 

179.  The  price  of  Avheat  in  July,  18*20,  was  still 
72s.,  but  tlie  weather  having  been  most  pro- 
pitious, the  han'est  was  of  most  extraordinary 
abundance  and  of  excellent  quality.  And  even 
its  unprecedented  exuberance  did  not  become 
fully  known  till  two  or  three  years  afterwards, 
when  it  wa.s  not  yet  exhausted.  The  best  autho- 
rities calculated  that  the  quantity  of  the  crop  of 
18*20  >vas  one-third  above  the  average.  In  iJnly, 
18*21,  wheat  had  fallen  to  5 Is.  from  7*2s.  in 
August,  1819.  In  September  it  had  risen  to 
62s.,  but  in  consequence  of  the  wet  -weather, 
tliough  the  quantity  was  very  large,  tlie  (juality 
was  veiT  bad.  In  consequence  of  the  enormous 
unexhausted  stock  of  1 8*20,  wheat  fell  to  50s.  at 
the  end  of  1821,  and  to  4*2s.  in  August,  1822. 
The  harvest  of  1822  was  remarkably  good,  both 
in  quantity  and  quality,  and  was  got  in  early, 
long  before  the  preceding  crojis  had  been  con- 
sumed. Besides  this,  the  imx>ortation3  from  Ire- 
land were  on  an  unprecedented  scale.  In  1817 
corn  was  obliged  to  be  exported  to  Ireland,  in 
18*20  and  1821  Ireland  exported  to  England 
upwards  of  4,000,000  quarters  of  grain  of  all 
sorts.  The  natural  and  inevitable  consequence  of 
this  was  an  immense  ami  ruinous  fall  in  the 
prices  of  all  agi’icultnral  produce.  Wheat  fell  to 
38s.  at  the  end  of  1822. 

180.  The  accninulation  of  treasure  became  so 
rapid  in  the  vaults  of  the  Bank  in  1820,  that  early 
in  1821,  the  directors  felt  themselves  in  a posi- 
tion to  resume  cash  payments,  and  an  Act  was 
passed  to  permit  them  to  do  so  on  the  1st  May, 
1821,  instead  of  in  1823.  By  this  time  the 
Government  had  repaid  £10,000,000  of  the  debt 
it  owed  to  the  Bank,  which  all  the  witnesses 
agreed  w*as  a necessary  preliminary  to  enable  the 
directors  to  contract  their  own  issues.  The 
Statute  1821  c.  26,  enacted  that  the  Bank  might 
resume  pajunents  in  gf»ld  coin  on  the  1st  May, 
18*21.  That  per.^ous  oflered  to  be  paid  hi  coin 
should  not  have  tlie  right  to  demand  ingots ; but 
if  the  Bank  did  not  oiler  to  pay  in  coin,  the  right 
to  demand  ing<4s  should  cuntinue.  The  last  im- 
peilimeiits  to  the  export  of  bullion  were  swept 
away.  The  Bank  was  bound  to  exchange  its 
larger  notes  for  any  one  w ho  demanded  it  for  £1 
notes  or  gold  coin,  but  they  had  the  option  of  pac  - 
ing in  notes  or  gold. 

IHI.  The  extravagant  height  to  w'hich  the  com- 
bined elFects  of  an  unusual  and  long-continued 
scarcity  and  the  greatly  depreciated  currency  in 
which  payments  were  made  in  1811  and  1812, 
had  produced  the  most  extravagant  speculations 
in  farming.  Baiven  wastes  were  reclaimed  at  an 
euonnous  expense,  which  never  could  have  been 
repaid,  except  by  maintaining  corn  at  famine 
]irices.  Kents  and  debts  luul  advanced  in  a 
similar  proportion,  and  all  classes  of  agricul- 
turists, farmers  and  landlords,  had  adjustetl  their 
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expenditure  according  to  the  new  scale  of  prices, 
wdiicU  they  expected  would  endure.  Family 
settlements  and  encumbrances  were  calculated  on 
the  same  basis.  Immediately  after  the  peace,  the 
gi’cat  fall  in  the  price  of  all  sorts  of  agricultural 
jirodnce,  both  from  greater  abundance  and  the 
destruction  of  the  rotten  country  paper  currency, 
threatened  all  persons  connected  w'ith  the  **  landed 
iutei’r  st”  with  general  ruin,  and  after  a con- 
siderable struggle  the  corn  bill  of  1815  was  passed, 
the  intended  and  expected  effect  of  which  w*as  to 
prevtmt  wheat  ever  billing  below’^  80s.  a quarter. 
Buo\  ed  up  with  delusive  hopes,  and  firmly  be- 
lieving that  the  Act  had  for  ever  nailed  up  w heat 
to  80s.  a quarter,  the  farmers  received  a fresh 
stimulus  to  speculation,  and  vast  sums  w'erc  laid 
out  in  further  extending  the  cultivation  of  barren 
wastes.  However,  the  circumstances  w'e  have 
already  detailed  disappointed  all  these  calcula- 
tions. and  wheat  stood  at  38s.  at  the  end  of  1822, 
in  defiance  of  the  Act  which  said  it  ought  to  be 
at  80^. 

182.  The  opponents  of  the  Act  of  1819  did 
not  Jail  to  turn  the  undoubted  distress  of  the 
agricultural  classes  to  their  ow'n  purposes,  and 
they  commenced  an  attack  on  the  currency  law 
on  *A[>ril  9,  1821,  This  attack  ]n*oved  a complete 
failure,  being  rejected  by  a majority  of  141  to  27. 
As  prices  continued  to  fall  during  that  year,  the 
distress  continued  to  increase  ; and  early  in  18*22 
a Committee  of  the  House  of  C<numous  wa.s  ap- 
pointed to  report  upon  the  subject.  They  pre- 
senUd  their  report  on  the  1st  April,  but  it  did 
not  contain  a w'ord  imputing  the  low  state  of 
prices  to  anything  connected  with  the  currency. 
The\*  attributed  it  to  the  unprecedented  abund- 
ance of  agricultural  produce,  and  i>roposed  plans 
for  jitfftrding  the  farmers  and  others  relief  by 
tern]  or  ary  advances  of  Exchequer  Bills,  until  the 
glut  in  the  market  had  diminished.  In  the  de- 
bate that  followed,  Lord  Londonderry  ridiculed 
tlic  idea  that  the  currency  had  anything  to  do 
with  the  question,  and  said  members  had  only 
wast  'd  precious  time  in  bringing  it  forward. 
But  lie  declai’cd  that  he  entered  his  most  solemn 
protest  against  the  pui*pose  of  these  members  to 
indu<*c  rarliament  to  commit  the  most  flagrant 
deviation  from  sound  policy  and  common  honesty 
— a broach  of  faith  towards  the  public  creditor. 
Could  a British  House  of  Commons  sanction  such 
a measure,  it  would  relieve  no  class  of  the  coin- 
iniin!ty;but  it  would  ovenvhelm  all  classes 
with  ruin.  Were  it  possible  for  them  to  be  dis- 
honest and  base  enough  to  listen  to  a project  of 
national  bankruptcy,  the  result  must  be  most 
calamitous.  If  a rarliament  could  be  found  so 
degenerate,  and  a people  so  destitute  of  honour 
and  ■•oinmon  lionesty,  as  not  to  start  at  the  idea 
of  such  an  abandonment  of  principle,  the  most 
sordid  calculation  would  forbid  the  adoption  of 
such  a measure. 

183.  The  £1  note  issues  of  the  country 
banicrs  in  England  had  been  suppressed  by 
Statute  1777,  c.  30,  but  in  1797  they  were  again 
permitted,  and  by  various  Acts  of  rarliament 
this  permission  wa.s  continued  til!  tw'o  years  after 
the  l esumption  of  cash  payments  by  the  Bank  of 
England.  By  the  operation  of  these  several  Acts, 
thi*y  must  have  been  Avithdrawn  in  1825.  The 
distress,  however,  which  w*as  attributed  by  so 
nuui'Tous  and  pow  erful  a party  to  the  contraction 
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of  the  currency,  was  employed  to  induce  minis- 
ters to  relax  this  restriction,  and  country  bankers 
w'cre  permitted  to  continue  their  £1  notes  till  tlie 
expiry  of  the  Bank  Charter  in  1833.  In  order 
to  improve  the  quality  of  the  country  bank  notes, 
the  Government  attempted  to  enter  into  negotia- 
tions with  the  Bank  of  England  to  permit  joint 
stock  banks  to  be  formed  at  a distance  ol  sixty- 
five  miles  from  London.  The  Government  w^a^ 
sati.sfied  tliat  if  joint  stock  banks  on  the  Scotch 
svstem  could  be  formed,  it  would  add  much  to 
tile  stability  of  public  credit.  Lord  Londonderry 
pronounced  a Avarm  eulogium  upon  the  Scotch 
banks,  and  said  that  it  was  the  Avish  ot  the 
ministry  that  a similar  system  should  be  intro- 
duced into  England.  The  bribe  to  the  Bank  of 
England  to  consent  to  this  arrangement,  was  an 
extension  of  their  charter  for  ten  yeai*s,  but  the 
negotiation  failed. 

184.  The  opponents  of  the  Act  of  1819  were 
encouraged  to  make  an  attack  iip<m  it  by  the  un- 
questionable public  distress  that  existed.  On 
the  nth  June,  18*22,  :Mr.  Western  moved  for  a 
committee  to  inquire  into  the  eftect  of  the  Act  j 
upon  tlie  general  interests  of  the  empire.  The 
burden  of  his  speech  AA*as,  that  all  the  distress  of 
the  country  Avas  due  to  the  Act  of  1819,  and  to 
that  only;  Avhich  he  .^aid  had  made  a A’iolent 
contraction  in  our  currency  at  once.  This  abor- 
tion, Avhich  Avas  the  main  pillar  of  his  argument, 
is  demolished  by  the  simple  fact  that  the  great 
contraction  of  the  currency,  and  the  restoration 
of  the  note  to  par,  took  place  in  1816.  He  more- 
over assumed  that  the  currency  had  been  depre- 
ciated cA'cr  since  the  Restriction  Act  of  1797. 
Mr.  Iluskisson  immediately  folloAved  in  a speech 
demolishing  the  Avhole  of  Mr.  Western’s  sophistries 
one  by  one,  and  drawing  a close  parallel  between 
tlie  state  of  the  currency  in  1696,  and  at  that 
time ; and  he  concluded  by  moving  the  same  re- 
solution that  Mr.  Montague  had  done  in  1696, 
“ That  this  House  Avill  not  alter  the  standard  of 
gold  or  sihxr  in  fineness,  Aveight,  or  denomina- 
tion.” After  a debate  of  tAvo  nights,  Mr.Western’s 
motion  was  rejected  by  a majority  of  194  to  30, 
and  Mr.  Iluskisson’s  amendment  agreed  to. 

185.  While  this  party  clamoured  so  loudly  that 
all  the  distress  of  the  country  aa'hs  OAving  to  the 
currency  Act  of  1819,  there  Avas  an  unansw'crable 
argument  to  confute  them,  that  the  prices  of  agri- 
cultural produce  Avere  oiiually  depressed  all  over 
the  continent  of  Europe.  The  fiuctuatious,  indeed, 
on  the  continent  w^ere  more  violent  even  tlian  in 
England.  At  Vienna,  wheat,  w'hich  aa'os  at  114s.  in 
March,  1817,  fell  in  September,  1819,  to  19s.  6d.; 
at  Munich,  Avheat  fell  from  151s.  in  September, 
1817,  to  24s.  5d.  in  September,  18*20.  The  same 
phenomena  Avere  observed  in  Italy.  Similar,  but 
less  extensiv'e,  fluctuations  took  place  at  Lisbon. 
What  could  the  Act  of  1819  possibly  have  to  do 
with  these  places  ? The  speech  from  the  throne 
in  France  very  properly  attributed  the  low'  prices 
to  the  enormous  abundance  of  production. 

186.  But  not  only  is  it  an  absolutely  certain 
historical  fact  that  the  Act  of  1819  had  not  the 
remotest  connection  Avith  the  low  prices  of  1822, 
but  it  is  proved  by  most  overwiielming  evidence, 
that  it  earned  no  contraction  of  the  currency  at  all. 
Mr.  Turner,  a director  of  the  Bank,  states, 
“ AVith  regard  to  the  effect  of  Mr.  Peel’s  Bill  on 
the  Bank  of  England,  I can  state  from  having 
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been  in  the  direction  during  the  last  two  years, 
that  it  has  been  altogether  a dead  letter.  It  has 
neither  accelerated  nor  retarded  the  return  to 
cash  payments.”  And  Mr.  Ttioke  shews  most  con- 
clusiv'dy  that  the  amount  of  the  currency  so  far  as 
it  consisted  of  Bank  of  England  notes  and  coins, 
was  much  larger  in  1822  than  in  1819.  That 
this  Act,  then,  caused  any  contraction  of  the  cur- 
rency is  a statement  most  contrary  to  truth.  Its 
only  effect  aa  os,  what  Parliament  had  OA*er  and 
over  again  pledged  itself  to  do,  to  lix  a time  for 
the  return  to  cash  payments,  and  such  a return  to 
cash  payments  AA’Ould,  by  its  own  natural  opera- 
tion, prevent  the  extravagant  issues  wdiich  the 
Bank  had  made  during  the  restriction,  wiiicli  de- 
preciated the  note  30  per  cent.,  and  robbed  every 
creditor  of  one-third  jiart  of  his  property.  The 
Act  of  1819  merely  restored  the  Bank  to  its  con- 
dition before  1797,  and  it  became  subject  to  the 
same  unerring  Iuavs  of  nature,  as  its  dii’cctors  had 
confessed  it  felt  before  the  restriction. 

187.  By  the  beginning  of  1823,  theAvry  infe- 
rior crop  of  1821  had  been  clueffy  consumed,  and 
the  crop  of  18*22  being  of  far  superior  quality, 
prices  began  sloAvly  to  rise,  and  the  spring  of 
1823  proA'ing  \'ery  backward,  prices  rose  so  ra- 
pidly that  in  June  Avheat  stood  at  C2s.  5d.;  at  the 
end  of  the  year  they  were  still  37  j*er  cent,  below 
the  “remunerativ'e”  80s.  Avhich  Parliament  held 
out  to  farmers  as  the  price  Avhicli  should  be  se- 
cured to  tliem.  It  is  a faA'orite  theory  with  sonic 
persons  that  the  rise  of  i»rices  in  1823  was  OAving 
to  the  extension  of  country  bank  issues,  in  conse- 
quence of  the  Act  of  1822  prolonging  the  term  of 
their  existence.  Such  a notion,  hoAvever,  is  de- 
cidedly negatived  by  the  evidence  of  Mr.  Burgess, 
the  secretary  of  the" Committee  of  Country  Bank- 
ers, before  the  Committee  of  1832,  w'here  it  is 
shewn  that  the  issues  in  1823  were  rather  loAver 
than  in  1822,  and  nearly  1*2  per  cent,  low^er  than 
in  1818— p.  414).  ^Ir.  Tooke  also  shews 
that  during  1823,  w'hile  the  price  of  w'heat  Ava.s 
rising,  the  prices  of  most  other  commodities  wore 
falling,  from  which  circumstance  he  A'cry  couclu- 
siv'ely  pronounces  that  the  idea  that  the  variation 
of  the  currency  had  anything  to  do  with  jirices  in 
those  years  is  utterly  unfounded. 

188.  The  continued  depression  of  the  prices  of 
agricultural  i>roduce,  so  much  below  wliat  had 
been  expected,  created  no  doubt  much  distress 
among  those  persons  who  Averc  hampered  Avith 
obligations  they  had  entered  into  upon  the  scale 
of  1811  and  18i*2,  and  scA'eral  petitions  Avere  pre- 
sented to  both  Houses  of  Parliament  complaining 
of  it.  Mr.  Western,  not  satisfied  Avith  the  great 
rebuff  he  had  met  Avith  in  1822,  Avheu  the  distress 
was  far  more  seA'ere,  again  endeavoured  to  induce 
Parliament  to  disturb  the  settlement  of  1819. 
The  motion,  however,  w*as  rejected  by  a majority 
of  96  to  27,  and  Avas  the  last  attempt  to  tamper 
w'ith  the  measure  of  value. 

189.  Prices  rose  considerably  in  1824,  the 
harA'est  of  1823  being  doticieut  both  in  quality 
and  fiiiaiitity,  and  Avheat  stood  at  78s.,  and  con- 
tinued so  at  the  end  of  the  year.  The  Bank  had 
been  fur  some  years  accumulating  treasure  to 
meet  the  anticipated  deficiency  of  tlie  country 
issues  expected  to  folloAA*  the  suppression  of  the 
£1  notes.  When  the  unhappy  change  in  the 
policy  of  the  government  took  place,  this  great 
amount  of  bullion  was  rendered  comparatively 
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useless,  and  the  country  banks  began  to  extend 
their  issues  in  1824,  and  in  1825  they  were 
beyond  what  they  were  in  1818.  In  January, 
1824,  the  bullion  in  the  Bank  amounted  to 
.4' 14,200,000.  During  tlie  preceding  year,  a re- 
adjustment of  rents,  to  meet  the  altered  state  of 
prices,  hail  taken  place,  and  the  old  stocks  having 
been  gradually  worked  otf,  the  energy  of  the 
people  bt'gaii  to  revive.  The  enormous  amount 
of  cash  in  the  Bank,  for  which  there  was  no  imme- 
mediatc  use,  enabled  the  Government  to  carry 
through  a great  financial  operation,  the  reduction 
of  the  interest  upon  nearly  a (piarter  of  the  Na- 
tional Debt.  The  Navy  5 per  cents,  were  re- 
duced to  4 per  cent.,  ami  the  4 per  cent,  stock  to 
3i.  This  vast  o]>eration  had  a very  considerable 
influence  in  curtailing  the  incomes  of  many  per- 
sons who  could  ill  afford  it,  to  a very  incon- 
venient extent,  and  prejiared  them  to  look  out 
for  more  ])i*ofitai)le  investments  for  their  money. 
Notwillistamliiig  the  unhap])}’  and  severe  distress 
of  tlie  agricultural  portion  of  the  community,  Mr. 
Tooko  says  that  the  trading  and  mamifacturing 
interests  had  never  befiuv  been  in  a more  regu- 
lar, sound,  and  satisfactory  state,  than  in  the  in- 
terval from  1821  to  1824.  At  the  close  of  the 
session  of  1823,  tlie  king  congratulated  Paiiia- 
nient  oil  the  fli>urishiiig  condition  of  all  branches 
of  oiir  commerce  and  manufactures,  and  the  gra- 
dual abatement  of  agricultural  distress. 

190.  At  the  close  of  1824  the  seeds  of  the  dis- 
asters which  ensued  in  the  end  of  1825  were 
sown.  4\iwards  the  end  of  that  year  it  became 
evident  tliat  the  supply  of  some  of  the  leading 
artij'les  of  ct»nsimii>tiou  was  falling  short.  A 
spirit  of  speculatKui  sprung  ii]>,  and  as  in  all 
similar  cases,  a few  early  purcliases,  which  were 
successful,  Induced  extensive  imitation;  and  at 
the  end  of  1824,  and  beginning  of  1825,  this  had 
amounted  to  ])ositivc  infection,  lunnbors  of  per- 
s<ms  being  induced  to  go  out  of  tln*ir  own  line  of 
business  to  s]>eculate  in  articles  witli  wliich  tliey 
had  no  concern  whatever,  but  induced  by  the 
representations  of  their  brokers  to  do  so,  in  the 
hopes  of  realizing  gi’eat  and  immediate  gains. 
4’he  opening  of  the  markets  of  tlie  South  Ame- 
rican republics  and  IMexico,  in  cmiscfiuenco  of 
the  achievement  of  their  independence,  oi>ened 
a boundless  held  for  speculation.  A'isious  of 
])oumlless  wealth  dazzled  the  eyes  of  tlie  jmblic, 
from  the  wm*kiug  of  the  gold  and  silver  mines 
with  British  capital.  The  long  .struggles  for  in- 
lieiMUulence  had  inspired  the  British  jieojile  with 
nmeh  sympathy  for  the  juvenile  republic,  and 
when  they  Avanted  to  bornov  money  the  British 
Avere  only  t»io  eager  to  lend  it.  it  is  allegt'd 
that  4150,000,000  of  British  eajiital  was  sunk  in 
dillerent  Avays  in  Mexico  and  Soutli  America. 

191.  The  king’s  speeeli,  at  the  o]>ening  of  the 
session  of  1825,  declared  the  utmost  gratiHoation 
at  the  contiimance  and  j>rogressive  increase  of 
the  piiblie  ]intsiiei'ity.  The  speech  of  the  moAcr 
(tf  the  adilress  Avas  exactly  in  the  -ianie  laudatory 
strain.  Ainl  yet  no  sooner  Avas  the  ilebate  on 
the  address  ended,  than  the  Lord  C’haiicellor 
called  the  attention  of  the  House  to  ilie  dangerous 
extent  to  which  the  mania  for  joint  stock  coin- 
j.anies  had  gone,  and  said  that  lie  Avould  move  , 
for  leave  to  bring  in  a bill  to  restrain  tlie  system,  j 
A\  itliin  seven  Aveeks  aftenvards.  Lord  Lauder- 
dale calleil  the  attention  of  the  House  lo  the  fury  [ 


for  joint  stock  companies,  which  had  taken  pos- 
session of  the  people,  and  said  that  the  schemes 
alread)  subscribed  for  amounted  to  4200,000,000. 

192.  Now,  Avhat  was  the  conduct  of  the  Bank 
of  England  during  this  period?  The  bullion 
Avhich  stood  aboA’e  414.000,000  in  January,  1824, 
AA'as  reduced  to  411, 600, (XK)  in  October,  1824. 
The  exchange  on  Paris  had  been  falling  ever 
since  I he  close  of  1823.  The  last  time  it  was 
above  jiar  AA'as  in  June,  and  since  then  the  fall 
had  been  continuous.  The  decrease  in  bullion 
had  been  steady,  uniform,  and  rajiid  ever  since 
Alarch.  Noav,  when  it  was  knoAvn  that  immense 
sums  A\  ere  leaving  the  country,  and  the  exchange 
falling  loAver,  what  did  the  Bank  do  ? It  i«- 
creased  its  issues.  During  the  month  of  Octf>ber, 
1824,  they  Avere  increased  42,300,000.  AV'heu 
every  consideration  of  common  sense  and  pru- 
dence 'lemanded  a rapid  contractirm^  Avhen  the 
speculative  fever  A\as  ]ihiinly  declared,  instead  of 
doing  what  they  could  to  check  it  they  added 
fuel  to  the  flames.  The  directors  set  all  the 
princii»Ies  of  the  Bullion  Report  at  utter  deflauce, 
ami  of  ctmrse  the  drain  upon  them  proceeded 
with  iucreased  rapidity.  In  A}u*il,  1825,  the  bul- 
lion was  diminished  by  upAvards  of  44,000,000, 
and  their  issues  Avere  43,600,000  higher  Avhen 
they  had  only  46,650,000  of  bullion,  than  when 
they  had  414,000,000. 

1 93.  The  speculative  fever  Avas  at  its  height  in 
the  flrsi  four  months  of  1 825,  Avheu  it  came  to  an 
end  in  die  natural  course  of  things.  Vast  numbers 
of  persons  avIio  had  embarked  in  these  Avild 
schemes,  Avith  the  hope  of  selling  out  before  the 
iiievitalfle  crash  came,  Avere  uoav  called  ui»on  for 
their  subscrijitioiis.  Vast  quantith's  of  ca]iital 
having  been  already  absorbed,  had  the  inevitable  * 
elFect  of  raising  the  rate  of  interest.  Successive 
calls  C'linpelled  the  weaker  holders  to  realize, 
and  Avliile  the  demand  for  ready  numey  A\a.s 
immediate  ami  pressing,  the  prospect  of  returns 
Avas  distant  and  uncertain.  - Accordingly,  after 
May  and  June,  tlie  decline  Avas  rapid.  The 
South  American  mines  and  loans  jiroA'ed  almost 
total  losses.  The  increase  of  comim>ditie.s  which 
speculation  had  caused  rapidly  sent  tIoAvii  prices. 
The  obligations  of  the  speenlators  uoav  became 
due,  ami  the  sale  of  the  commodities  had  to  be 
forced  to  meet  them.  Universal  discredit  now 
succeeded,  goods  became  unsaleable,  so  that 
stocks  which  are  usually  held  in  anticiimtion  of 
demand,  were  Avholly  unavailable  to  meet  the 
pccuuijiry  engagements  of  the  holders.  Merchants 
Avlio  had  accepted  bills  for  only  half  the  value  of 

I the  pxids  consigned  to  them,  Avere  unable  to 
realize  CA'cn  that  half,  or  even  obtain  advances  on 
security  of  the  bills  of  lading,  ami  the  advances 
already  made  Avere  peremptorily  calhal  in.  The 
usury  hiAvs,  which  liuiiled  interest  to  5 ]>er  cent., 
gi-eatly  aggravated  the  distre.ss.  Nobody  would 
lend  money  at  5 ]»cr  cent.  Avheu  its  real  value  was 
so  much  greater,  hence  numbers,  who  would  gladly 
have  |KdJ  8 or  10  jier  cent,  interest,  Avere  obligt-d 
to  Sell  goods  at  a diflereiice  of  30  per  cent,  tbr 
cash  compared  Avith  tlie  jwice  for  time. 

194.  The  bankers  in  the  country  had  folloAved 
exactly  in  the  stejis  of  the  Bank  of  England. 
AViiile  tliC  fcA'er  Avas  raging,  they  had  increased 
their  isMics  ami  liabilities  by  siieciilative  ad\'aiices 
on  coiiJinoUities.  The  persons  to  whom  tliese 
advaiici  s had  been  made,  had  uo  means  of  repay- 
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ing  them,  but  the  “promises  to  pay”  the  bankers  [ 
had  lent  them,  still  remained  in  circulation,  and  ' 
must  be  met.  The  bankers  forosaAv  the  coming  : 
storm,  and  eiuleav'oured  to  ])rovide  funds  to  meet  | 
it.  The  Bank  ofEiigland  itself  had  its  eyes  opened  | 
to  the  suicidal  career  it  was  following  in  May, 
and  then  endeavoured  violently  to  contract  its 
issues.  This  sudden  change  of  policy  only  aggra- 
vated the  general  feeling  of  discredit.  During 
the.  Autumn  everything  i>ortended  the  approach 
of  the  imiiendiug  catastrophe  At  length  the 
storm  burst  in  December,  and  the  Aveek  from 
Alomlay  the  12th  to  Saturday  the  17th  was  the 
height  of  the  crisis.  As  Ave  ha\  e fully  considered 
this  great  crisis,  along  Avith  the  other  crises 
(Crisis,  Commercial)  we  shall  say  no  more 
about  it  here,  cxcei>t  this,  tliat  the  Bank  liaving 
persevered  in  tlie  policy  of  the  most  stern  and 
severe  restriction  up  till  Wednesday  night,  and 
having  destroyed  several  houses  of  first  rate 
magnitude  by  that  conduct,  thereby  flying  right 
in  t!ic  face  of  the  Bullion  Report,  on  that  day 
totally  reversed  tlieir  jmlicy,  and  during  the  re- 
mainder of  the  AA'oek  discounted  Avitli  the  utmost 
jirofusiun,  and  by  that  niean.s,  and  that  means 
only,  acting  strictly  in  accordance  with  the  j>rin- 
ciplcs  of  the  Bullion  Report,  saA^ed  themselves 
and  the  Avholc  ]uiblic  credit  of  Great  Britain. 
Between  Wednesday  the  14th  and  Saturday  the 
17th,  the  Bank  issued  upAvards  of  45,000,000  of 
notes. 

195.  The  Avaves  of  discredit  Avere  of  course 
propagated  tlirough  the  country,  and  during  the 
folloAviug  week  the  demand  still  continued  great 
from  the  Ltmdon  bankers  for  their  country  cor- 

^ respondents.  During  this  time,  some  of  the  di- 
* rectors  remembere<l  that  there  was  a chest  ot  their 
41  notes  Avhich  had  ne\'er  been  used,  and  it  oc- 
- curred  to  them  that  these  notes  might  be  used  to 
stay  the  panic  in  the  country  districts,  and  the 
discredit  of  the  country  notes.  This  idea  being 
coinmnnicatod  to  the  London  bankers,  they 
greatly  approA'cd  of  it,  and  the  sanction  of  the 
Goverinm-nt  Avas  asked  for  the  experiment.  The 
GoA'ernineiit  agreed,  and  the  notes  Avere  sent  off 
to  the  country  bankers  Avithout  delay,  and  pro- 
duced instantaneous  relief.  By  the  24th  Decem- 
ber the  panic  Avas  completely  allayed  all  OAX*r 
the  country,  and  the  amount  of  the  41  notes 
issued  by  the  Bank  Avas  nmler  4500,000.  And 
by  the  beginning  of  1826,  the  credit  of  the 
banking  Avuild  was  comjilctely  restored  (Crisis, 
Co.mmercial). 

196.  When  the  caiuses  of  this  terrible  calamity 
came  to  be  discussed,  there  Avere  not  Avantiug 
many  A\  ho  laid  the  whole  blame  upon  the  exces- 
sive issues  of  the  Bank,  as  Avell  as  those  of  the 
country  banks.  But  though  it  is  indisputable 
that  the  Bank  acted  on  the  most  unsound  prin- 
ciples in  not  contracting  its  issues  Avhen  the  great 
tlraiu  of  bullion  for  exportation  Avas  going  on,  it 
is  a mere  delusion  for  men  to  attribute  the  con- 
setpieuces  of  their  oavu  Avild  and  extravagant 
niaiiia  to  the  Bank  of  England,  or  to  any  banks. 
The  errors  of  all  the  banks  put  together  Aveve 
trivial  A\*hen  coni]iared  lo  the  outbreaks  of  ."=pecu- 
iative  insanity  AA  liich  seized  upon  all  classes.  It 
Avas  not  the  issues  of  some  bank  notes,  more  or 
less,  Avhicli  originated  the  calamity,  but  the  in- 
satiable thirst  of  groAAing  suddenly  rich  that 
seized  upon  so  mauy  persons,  and  led  them  to 


embark  in  the  maddest  schemes,  totally  out  of 
their  line  of  business.  Was  it  the  issue  of  bank 
notes  that  led  a respectable  bookselling  Arm  to 
embark  4100,000  in  a speculation  in  hops? 

197.  The  Avorthless  character  of  a great  por- 
tion of  the  country  bank  ]>apcr  had  greatly 
aggi-avated  the  calamity.  The  GoA'crnraent  and 
the  Bank,  at  last  learning  wisdom  from  these  re- 
peated coiiA-ulsions,  Avhich  seemed  to  recur  peri- 
odically, became  sensible  that  it  was  im])eratively 
necessary  to  provide  a currency  of  a more  solid 
descrijition  for  the  country,  and  that  the  fright- 
ful evils  of  the  monopoly  of  the  Bank  of  England 
must  come  to  an  end.  Parliament  met  on  the 
3rd  February,  1826,  and  six  paragrajihs  of  the 
sjieech  from  the  throne  Avere  occupied  Avitli  the 
commercial  catastrophe,  and  it  said  that  jtart  of 
the  remedies  to  be  aiiplied  consisted  in  placing 
the  currency  and  circulating  credit  of  the  country 
on  a more  tirm  foundation.  Lord  King  severely 
blamed  the  constitution  and  management  of  the 
Bank.  Lord  Liverpool  chiefly  blamed  the  ex- 
cessive issues  of  the  country  banks,  and  saiti  that 
the  small  notes  must  be  gradually  withdrawn, 
and  a metallic  currency  substituted.  He  said 
that  he  AA'as  perfectly  sati.sfied,  and  had  enter- 
tained the  conviction  for  years,  that  the  country 
had  groAvn  too  large,  and  that  its  concerns  hall 
become  too  extensiA-e,  to  alloAv  of  the  excIusiA'e 
privilege  of  the  Bank  of  England.  Its  privilege 
had  ojierated  in  a most  extraordinary,  and,  as  he 
thought,  unfortunate  manner  for  the  count^)^ 
Any  small  tradesm.au — a cheesemonger,  or  a 
butcher,  or  a shoemaker — might  open  a country 
bank,  but  a set  of  persons  Avith  a fortune  suf- 
licient  to  carry  on  the  concern  Avilli  security, 
Avere  not  permitted  to  do  so. 

198.  The  ministry  took  upon  themseh^es  to 
prohibit  any  more  stamjjs  being  issued  to  the 
country  banks  for  41  and  42  notes.  The  Chan- 
cellor of  the  Exchequer  said  that  those  notes  AA  cre 
to  be  deprecated  as  an  infringement  of  the  Act  of 
1819,  Avhidi,  no  man  could  deny  wais  passed,  if 
ever  any  Act  Avas,  Avith  the  unanimous  approba- 
tion of  all  the  parties  of  which  Parliameul  Avas 
composed,  an  Act  Avhich  had  been  solemnly  re- 
solved upon  as  the  only  measure  w'hich  could 
enable  the  country  to  meet  any  future  danger,  by 
placing  the  circulating  medium  on  a permanent 

[ and  stable  footing.  No  man  could  insinuate,  that 
that  Act  AA'as  not  the  result  of  the  deliberate  con- 
viction of  almost  every  individual  of  every  ]iarty 
ill  that  house.  He  always  had  regretteil,  and  he 
still  regretted,  the  step  taken  by  Parliament  in 
1822,  Avhich  permitted  them.  The  intention  of 
the  government  Avas,  therefore,  to  suppress  thorn  as 
soon  as  jiossible  iii  England,  and  subsecpieiitly  in 
Scotland  and  Ireland.  He  moA'cd  a resolution 
that  no  fresh  notes  Avere  to  be  issued  by  country 
bankers  in  England  under  45,  and  that  those 
primed  before  the  5th  February,  1826,  might  be 
issued,  re-issued,  and  circulated  until  the  5th 
April,  1829,  and  no  longer. 

199.  The  opinions  expressed  in  Parliament 
and  the  country  Avere  of  course  most  conflicting 
as  to  the  causes  of  this  catastrophe,  but  the 
great  preponderance  of  ojiinion  aaos  adverse  to 
the  small  note  issues.  Mr.  Baring,  who  defended 
the  country  bankers  from  the  accusations  levelled 
against  them,  said  that  their  ^Inall  notes  were 
bad  as  a pernianeut  system,  and  they  ought  to  be 
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railed  in.  Even  although  they  mijrht  sometimes 
be  of  almost  indispensable  use  to  the  conntry, 
still,  if  the  misery  which  had  been  caused  by 
their  use  amonj?  the  poorer  classes  were  taken 
into  consideration,  it  was  a sufficient  reason  why 
the  nuisance  should  be  abated;  and  it  was  his 
opinion  that  the  House  had  not  got  rid  of  this 
deluge  of  paper  at  the  time  when  it  had  the  power 
to  do  so,  and  that  it  had  not  resisted,  as  it  ought 
to  have  resisted,  the  importunity  of  the  country 
bankers.  That  these  small  notes  should  be  abo- 
lished as  s<x)n  as  practicable. 

200.  Mr.  lluskisson  bestowed  the  warmest 
commendation  on  the  conduct  of  the  Bank  dur- 
ing the  crisis,  which  he  said  had  saved  the  conntry 
from  a general  convulsion,  and  which  had  had  the 
particular  recommendation  of  the  Premier  and 
Chancellor  of  the  Exchequer.  He  and  all  the 
other  intiuential  speakers  earnestly  advised  the 
total  stippresssion  of  the  small  notes,  and  the  pr'  »- 
position  was  carried  by  a majority  of  222  to  39, 
and  a motion  to  continue  the  small  notes  of  the 
Bank  of  England  was  rejected  by  66  to  7. 

201.  The  chief  provisions  of  the  Act,  Statute 
1826,  c.  6,  for  prohibiting  small  notes  iu  England, 
are  as  follows: 

I.  The  Act  repealing  the.  Act,  Statute  1777, 
c.  30,  which  prohibited  promissory  notes  and  bills 
under  20s.  was  repealed,  thereby  reviving  the  for- 
mer Act ; but  all  u(ttcs  of  jwivate  bankers  stamped 
betbre  the  5th  February,  1826,  or  of  the  Bank  of 
England  stamped  before  the  10th  October,  1826, 
were  exempted  from  its  operation,  ami  were  per- 
mitted to  be  issued,  re-issued,  aud  negotiated  until 
the  5th  April,  1829. 

II.  Any  person  after  that  date,  making,  issu- 
ing, signing,  or  re-issuing  any  note  or  bill  under 
X5,  Avas  subject  to  a penalty  of  £20. 

HI.  Any  person  avIio  published,  uttered,  or 
negotiated  any  ]»roniissory  or  otlier  note,  or  any 
negotiable  or  transferable  bill,  draft,  or  under- 
taking in  Avriting  for  the  payment  of  20s.,  or 
above  that  sum,  and  less  than  £5,  or  on  Avhich 
such  sum  should  be  unpaid,  should  forfeit  the 
sum  of  £20. 

IV,  These  penalties  w'cre  not  to  attach  to  any 
person  draAving  a cheque  on  his  banker  for  his 
OAvu  use. 

V.  All  promissory  notes  under  £20,  made  pay- 
able to  bearer  on  demand,  Averc  to  be  nia<le  pay- 
able at  the  bauk,  or  places  Avherc  they  AA'crc 
issued,  aud  as  many  more  places  as  the  issuer 
ple;ised. 

202.  When  the  gf»vernment  determined  on 
suppressing  the  small  note  issues  iu  England, 
they  said  it  Avas  their  intention  to  extend  the 
mea.sure  in  a short  time  to  Scotland  and  Ireland. 
However  much  Scotland  may  have  suffered  from 
commercial  overtrading,  as  every  commercial 
country  must  occasional! A'  do,  no  bankiuf;^  panic 
had  ever  occurred,  stich  as  those  Avhicli  had  so 
frequently  desolated  England.  As  soon  as  the 
ministerial  intentions  Avere  kuoAAm  in  Scotland,  a 
great  ferment  was  excited.  Sir  AValter  Scott 
]>ublished  three  letters  on  the  subject,  under  the 
pseiidonyme  of  “ Malachi  Malagrowther,”  Avliich 
tended  much  to  fan  the  public  enthusiasm,  and 
such  an  opposition  avBvS  organized,  that  the 
ministry  Avere  obliged  to  consent  to  appoint  com- 
mittees of  both  Houses  on  the  subject.  These 
committees  sat  during  the  Spring  of  1826,  aud 


investigated  the  whole  subject  of  Scotch  banking, 
at  gi-eat  length,  which  had  been  very  little  under- 
stood in  England  before  that  time,  and  the  resnlt 
Avas  St)  eminently  favorable  to  the  Scotch  bank- 
ing system,  that  the  ministry  abandoned  their 
intentiun  of  attempting  to  alter  it. 

203.  The  year  1827  is  memorable  a.sthe  a*ra 
when  the  principles  of  the  Bullion  Report  A\"cro 
at  lenpth  acknoAvledged  to  be  true,  and  pro- 
fessedly adopted  by  the  Bank.  Mr.  Ward  stated 
in  183'J,  that  there  Avas  not  a single  person  in  the 
Bank,  but  who  admitted  that  its  issues  should  be 
regulatt'd  by  the  foreign  exchanges  and  the  bul- 
lion m.irket,  or  disposed  to  act  in  opposition  to 
it.  That  in  1819,  the  Directors  had  lorAvarded  a 
resolution  to  the  House  of  Commons,  denying  that 
the  exchanges  Avore  to  be  regarded  in  regulating 
the  issues.  Subsequently,  hoAvever,to  that  year, 
opinions  became  changed,  and  they  found  the 
merits  of  the  case  such  as  they  really  Avere.  He 
himsell  had  always  been  convinced  of  the  truth 
of  Mr.  HornoFs  principle,  and  from  being  con- 
nected with  the  exchanges,  had  many  oi>portuni- 
ties  of  observing  the  practical  truth  of  it.  The 
Bank  Directors,  hoAvever,  were  not  convinced  of 
it,  because  they  found  in  practice,  that  the  ex- 
changes did  not  follow  the  issues  of  the  bank. 
But  the  truth  Avas,  that  they  neglected  to  con- 
sider the  country  issue.s,  and  it  avus  only  in  1819 
that  th<*y  obtained  a correct  account  of  the  issues 
of  country  banks.  When  that  Avas  got  it  Avas 
fonn<l  that,  taking  the  Bank  aud  the  country  issues 
together,  the  i)rinciple  Avas  .shoAvn  to  be  quite 
correct.  The  observation  of  these  facts  had 
gradually  convinced  the  directors,  and  in  1827, 
he  thought  the  court  ripe  for  expunging  the  re- 
solution of  1819,  and  it  had  accordingly  been 
done.  And,  in  1832,  there  Avas  not  a single 
director  Avho  disputed  its  truth.  A ineirntrable 
warning  that  it  is  not  always  those  who  ai’c  en- 
gaged in  the  practice  of  a business,  who  are 
alAA'ays  the  best  judges  of  its  scientific  principles; 
and  a great  encouragement  to  tiiose,  avIio,  being 
firmly  and  surely  couA’inced,  that  they  are  the 
advocates  of  true  ])rindples  liOAvcA^er  much  they 
may  b«‘  neglected  and  run  doAvn  for  a Avhile,  to 
persevere  in  the  undoubted  belief  that  the 
triumph  of  true  ])riiiciples  though  long  delayed, 
is  ultimately  certain. 

204.  Although  the  Act  of  1777  had  forbidden 
notes  under  £5  to  be  issued  in  England,  it  did 
not  prohibit  the  circulation  of  the  Scotch  £1 
notes  in  Englaiul,  ami  they  had  always  cir- 
culated in  the  districts  adjacent  to  Scotland, 
ami  even  as  far  south  as  Fork.  When  the 
1‘jUglisli  £1  notes  Avere  siqipressed,  it  seemed 
naturally  to  folloAv  that  the  circulation  of  the 
Scotch  notes  in  England  should  be  forbidden. 
But  the  districts  in  which  they  had  always 
circulated  Avere  as  unanimous  as  Scotland  itself 
against  the  measure.  In  1828  the  ministry 
brought  in  a bill  to  restrain  the  cii’culatiuii  of 
Scotch  bank  notes  in  England.  Sir  James 
Graham  presented  a petition  from  the  borderers 
deprecating  in  the  most  earnest  terms  the  Avith- 
drawal  of  the  Scotch  notes  to  Avhich  they  had 
been  st»  long  accustomed.  For  seventy  years, 
they  said,  they  had  possessed  the  adA'aiitage  it  Avas 
noAv  sought  to  deprive  tlieni  of — the  advantage  of 
the  Scotch  currency.  Seven-eighths  of  the  rents 
of  estates  were  paid  iu  the  paper  currency  ot 
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Scotland,  and  no  loss  had  been  sustained  in  con- 
sequence of  it.  After  a debate  of  two  nights  the 
motion  wjis  carried  by  154  to  45.  The  Act, 
Statute  1828,  c.  65,  ])i*0A'ided  that  after  the  5th 
April,  1829,  no  corporation  or  person  whatever 
should  ))ublish,  utter,  negotiate,  or  transfer  in  any 
part  of  England,  any  ]>romisscu'y  note,  draft, 
engagement,  or  undertaking  iu  Avriting,  payable  to 
bearer  on  demand,  for  less  than  £5,  or  upon  Avhich 
less  than  £5  remained  unpaid,  which  should  have 
been  made  or  issneil,  or  purport  to  have  been 
made  or  issued  iu  Scotland  or  Ireland,  or  else- 
Avhere  out  of  England,  under  a penalty  of  not  less 
than  £5  or  more  than  £10.  Tlie  same  exemp- 
tion as  to  cheques  as  in  the  former  Act. 

205.  Ill  1832,  during  the  crisis  of  the  Reform 
Bill,  a run  upon  the  Bank  took  place,  which 
lusted  for  about  a fortnight,  but  as  it  Ava.s  merely 
from  political  feeling  in  London,  and  did  not  ex- 
tend into  the  country,  no  serious  resnlt  ensued. 

206.  The  Bank  charter  exjiircd  at  the  end  of 
one  ycaFs  notice,  to  be  given  after  the  1st  August, 
1832,  ami  this  time  the  Bank  had  done  no  such 
services  to  gOAxrnincnt  as  to  be  in  a position  to 
demand  from  it  a renewal  of  its  monopoly,  several 
years  liefore  it  exj)ired.  Moreover,  these  exclu- 
siA'e  ])rivileges,  as  Lord  Liverpool  said  in  1825, 
Avere  noAV  out  of  fashion.  I^Iaiiy  great  monojudies 
were  iioav  on  the  eve  of  breaking  up,  and  the 
public  mind  Avas  more  roused  and  enlightened  on 
the  subject  of  banking,  from  the  discussion  caused 
about  the  severe  distress  of  1825.  Before  taking 
any  steps  tOAvards  the  renoAval  of  the  charter,  the 
GoAvniment  determined  to  have  an  inquiry  before 
a secret  committee  of  the  House  of  Commons, 
Avhich  Avas  appointed  on  the  22nd  ^lay,  1832,  and 
sat  for  some  months,  and  did  not  make  any  report 
till  the  end  of  the  session.  The  inquiry  aa^os 
extremely  incomplete.  Many  of  the  most  inte- 
resting subjects  connected  with  it  were  scarcely 
touched  upon.  At  the  close  of  the  session,  it 
reported  the  evidence  to  the  House  as  far  as  it 
had  gone.  It  was  expected  that  a uoav  committee 
Avould  have  been  appointed  in  the  neAv  Farlia- 
ment  to  continue  the  inquiry,  but  the  GoA'crmnent 
iu  the  meantime  made  up  their  minds  as  to  the 
changes  they  intended  to  make  in  the  Bauk 
monopoly,  and  dispensed  with  any  further  inquiry. 

207.  Although  the  inquiry  aaus  left  in  a A'ery 
incomplete  state,  as  to  many  branches  of  the 
subject,  the  evidence  given  embraced  many  points 
of  interest.  The  most  important  Averi* — the  rules 
adopted  by  the  Bauk  for  regulating  their  issues ; 
the  expediency,  or  the  contrary,  of  publishing 
their  accounts;  the  expediency,  or  the  contrary, 
of  establishing  Joint  Stock  Banks;  or  of  having 
one  or  more  Banks  of  Issue  iu  the  Metropolis; 
the  causes  of  the  panic  of  1825,  and  the  action  of 
the  Bank  during  that  perio<l ; the  advantages,  or 
the  contrary,  of  making  bank  notes  legal  temler ; 
and  the  cfiects  of  the  usury  laws  on  commerce. 

208.  The  great  truths  regarding  the  regulation 
of  a paiier  currency,  Avhich  had  been  ajiproved  of 
by  the  Bullion  Committee,  Avere  uoav  unani- 
mously recognized  by  the  directors,  and  Mr. 
Horsley  Palmer,  the  governor  of  the  Bank,  being 
asked  by  what  principle  in  ordinary  times  the 
Bauk  Avas  guided  iu  the  regulation  of  its  issues, 
said  that  iu  a period  of  a full  currency,  and  con- 
sequently AA'ith  a par  of  exchange,  the  Bank  con- 
sidered it  desirable  to  invest  tAvo-thirds  of  it.*? 


liabilities  of  all  sorts  in  interest-bearing  securi- 
ties, aud  one-third  iu  bullion.  The  circulation 
of  the  conntry  being  then  regulated  by  the  action 
of  the  Foreign  Exchanges,  the  Bank  Avas  ex- 
tremely desirous  to  avoid  using  any  active  ptjAver 
of  regulating  the  circulation,  but  to  Iea\T  that 
entirely  in  the  hands  of  the  public.  The  action 
of  the  public  was  fully  sufficient  to  re'Ctify  the 
exchanges,  without  any  forced  action  on  the  part 
of  the  Bank,  in  buying  or  selling  securities.  He 
thought  it  desirable  to  keep  the  securities  very 
nearly  at  tlie  same  amount,  because  tlieu  the 
public  could  alAvays  act  for  themseh'es  in  return- 
ing notes  for  bullion  for  exportation  Avhen  the 
exchanges  were  unfavorable ; and  if  there  was  a 
great  infinx  of  gold,  the  Bank  could  always  re- 
assume its  proportion  by  ti-ansferring  part  of  the 
bullion  into  securities.  He  considered  that  the 
discount  of  private  paper  Avas  one  of  the  worst 
means  which  the  Bank  could  adojit  for  regu- 
lating its  notes,  as  it  tended  to  ]>rodnce  a A’ery 
prejudicial  extension  of  them.  He  condemned 
strongly  the  practice  of  the  Bank  during  tlie  re- 
striction Avith  respect  to  the  extensiA'c  discounts 
of  mercantile  paper  at  5 per  cent.  Avhen  the 
market  rate  Avas  much  higher,  which  necessarily 
led  to  an  excessiA*e  issue.  In  this  opinion  ^Jr. 
Palmer  Avas  undoubtedly  right,  but  he  forgot  that 
the  usury  laAvs  prevented  the  Bank  charging 
more  than  5 per  cent. 

209.  The  great  majority  of  the  witnesses  were 
in  favor  of  the  publication  of  the  Bank  accounts, 
as  tending  to  inspire  greater  public  confidence 
than  the  mystery  in  which  they  Avere  then  eu- 
A’eloped,  and  also  as  acting  as  a check  upon  the 
directors,  themselves.  Almttst  all  the  Avitnesses 
Avere  against  joint  stock  banks  in  L»mdon,  as  they 
AA'ould  tend  to  injure  tlie  private  bankers.  Gou- 
sidering  the  ideas  of  the  age  Avhen  clOvSs  interests 
were  supreme,  Ave  ncctl  not  be  surjirised  at  this 
unanimity  of  feeling;  nor  that  it  rather  csca|)ed 
the  attention  of  the  Avitnesses,  that  it  Avas  not  the 
interests  of  the  private  bankers,  however  resi)cct- 
able  they  Avere,  that  Avas  the  ]taramouut  con- 
sideration, hut  what  ICO.?  bciit  for  the  public  ^ood. 
And  still  more  decidedly  were  the  Avitnesses  op- 
posed, with  scarcely  an  exception,  to  the  establisli- 
ment  of  any  new  joint  stock  banks  of  is.sne  in 
London.  There  Avas  a very  prevalent  feeling 
that  Bank  of  England  notes  should  be  made  legal 
tender,  as  a means  of  allaying  a drain  on  the 
conntry  bankers  for  gold  during  a f>anic. 

210.  It  was  at  this  time  aa’g  may  date  the  first 
prominent  appearance  of  the  great  motlern  heresy 
that  bills  of  exchange  aud  cheques  form  no  jmrt 
of  the  circulating  medium  or  currency.  As  this 
unhappy  doctrine,  liOAvever,  was  much  more  em- 
jihatically  pronomiced  a fcAv  years  later,  Ave  may 
defer  any  further  mention  of  it  till  then. 

211.  The  harA’est  of  1832  A\*as  unnsually 
abundant,  Avhich  caused  a great  depression  iu  the 
price  of  all  sorts  of  agricultural  produce,  to- 
Avards  the  end  of  that  year,  folloAved,  ol  course, 
by  “agricultural  distress.”  This  was  brought 
before  the  notice  of  Parliament  in  the  speech 
from  the  throne  at  tlie  opening  of  the  session  of 
1833,  and  a committee  aaos  apiMjinted  to  inquire 
into  it.  This  distress  afforded  the  irreconcilable 
enemies  of  the  Act  of  1819  another  opportunity 
of  attacking  it.  Air.  Attwood  moved  for  a com- 
mittee to  inquire  hoAv  far  the  present  distress 
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was  connected  with  the  monetary  system.  Lord 
Althorp  immediately  met  the  motion  by  an 
amendment,  tliat  any  change  in  the  monetary 
system  Avhich  wouhi  have  ttie  effect  of  lowerin*^ 
the  standard  of  value,  was  inexpedient,  which, 
after  a debate  of  three  nights,  was  carried  by  a 
majority  of  804  to  49. 

21*2.  On  the  81st  ^lay,  1S38,  Lord  Althorp 
movod  a series  of  resolutions  for  the  renewal  of  the 
Dank  Charter,  one  of  which  was  so  long  as 
the  Dank  was  bound  to  pay  its  notes  in  gold, 
bank  notes  should  be  declared  legal  tender,  except 
by  the  Hank  itself.  Several  members  wished  for 
further  delay  to  consider  the  resolutions,  as  the 
session  w;is  nearly  at  an  end ; but  Sir  Kobert 
Teel  was  decidedly  of  opinion  that  the  House 
would  be  abandoning  its  duty  if  it  consented  to 
posti>one  the  question.  He  w;i.s  of  opinion  that 
it  was  desirable  to  continue  the  privileges  of  the 
Hank,  and  that  there  should  be  but  one  bank  of 
issue  in  the  metropolis,  in  order  that  it  might  ex- 
ercise an  undivi(led  control  over  the  issue  of 
]>aper,  and  ghe  facility  to  commerce  in  times  of 
di^culty  and  alarnu  which  it  could  not  give 
with  the  same  effect  if  it  were  subject  to  the 
rivalry  of  another  establishment.  He  resisted  at 
great  length  the  proposition  for  making  bank 
notes  legal  tend(*r,  a.s  a departure  from  the  prin- 
ciple of  the  Act  of  1819,  and  the  true  principles 
that  should  govern  a paper  currency.  It  was  de- 
cideil  by  a majority  of  316  to  88  to  proceed  with 
the  consideration  of  the  resolutions.  The  plan  of 
making  bank  notes  legal  tender  gave  rise  to  much 
difference  of  opinion,  but  was  carried  by  214  to 
156. 

213.  AVe  have  already  seen  that  the  public 
had  attempted  at  various  times  to  form  rival 
banking  companies  to  the  Bank  of  England,  and 
in  1709  and  1742  the  Hank  Acts  had  been  framed 
to  stop  up  various  loopholes  which  had  been  suc- 
cessively discovered.  In  1742  the  phraseology 
used  had  been  supposed  to  be  quite  effectual  for 
that  purpose.  At  that  time  the  custom  of  giving 
notes  payable  to  bearer  on  demand  to  their  cus- 
tomers in  return  for  deposits,  or  in  the  discount 
of  bills,  was  considered  so  essentially  the  funda- 
mental idea  of  banking,  that  to  prohibit  tlie  issue 
of  these  notes  was  deemed  an  effectual  bar  upon 
carrying  on  the  business  of  banking.  Hut  in 
process  of  time — about  1772 — the  Londtm  bankers 
discontinued  issuing  notes  payable  to  bearer  on 
demand,  and  adopted  the  modern  system  of 
creating  credit  by  means  of  entries  and  cheques. 
The  Act  of  1742  was  considered  to  be  so  effectual 
a bar  upon  establishing  banking  companies  in 
general,  that  for  a long  time  it  escaped  public  ob- 
servation, that  the  change  in  the  methotl  of  doing 
business  enabled  banking  companies  to  elude  the 
wording  of  the  Act  of  1742.  In  1796,  when  in 
consetiuence  of  the  restrictive  measures  of  the 
Hank  of  England,  much  distress  was  felt  in 
London  from  the  want  of  a circulating  medium, 
an  association  of  merchants  and  bankers  was 
formed  for  the  purpose  of  providing  a circulating 
mediiun,  which  should  not  infringe  the  privileges 
of  the  Hank;  the  question  was  considered  by 
them,  in  what  the  Hank's  privilege  of  exclusive 
“banking"  did  consist,  ami  they  determine<i, 
“ The  privilege  of  exclusive  banking  enjoyed  by 
the  Governor  and  Company  of  the  Hank  of  Eng- 
land, as  defined  by  the  Acts  of  Parliament  under 


which  they  enjoy  it,  seems  to  consist  in  the 
power  of  boiTOwing,  owing,  or  taking  up  money  on 
their  bills  or  notes  payable  on  demand.”  About 
the  year  1822,  some  writers  detected  this  flaw  in 
the  monopoly  of  the  bank,  and  maintained  that  a 
joint  stock  bank  of  deposit  was  no  iiifriiigemont 
of  the  charter,  and  that  such  banks  might  be 
formed,  and  carry  on  a very  successful  busines.s, 
without  issuing  notes  at  all,  but  by  merely  fol- 
lowing the  practice  of  the  London  bankers,  and 
adoi)ting  cheques.  Though  this  idea  was  a good 
deal  discussed  in  paini>hlets  at  that  period,  no 
practical  result  ensued. 

214.  It  is  somewhat  remarkable  that  the  dis- 
covery should  have  been  allowed  to  lie  unfruitful 
for  so  long  a period.  AVhen  the  Governnieut  first 
entered  into  negotiations  with  the  Hank  in  1833, 
concerning  t he  terms  of  the  renewal  of  the  charter, 
they,  as  well  as  the  whole  mercantile  community, 
were  persuaded  that  the  monopoly  forbade  banks 
of  any  descri])tion  whatever,  with  more  than  six 
partners,  being  formed.  In  the  course  of  the  nego- 
tiation, however,  tliis  was  brought  under  the 
notice  of  the  Government,  who  took  the  opinion 
of  then*  law  officers  on  so  important  a point.  The 
opinion  of  the  crown  lawyers  was,  that  tlie  clause 
did  not  prohibit  joint  stock  banks  of  deposit  being 
formed.  The  directors  and  proprietors  of  the 
Hank  wore  much  disturbed  at  finding  this  flaw 
in  their  monopoly,  and  re(piested  the  Government 
to  have  it  rectified ; but  Lord  Altliorp  said  tliat 
the  bargain  was  that  their  ]>rivileges  slionld  not 
be  diniinish(  d,  but  he  Avould  not  agree  to  any  ex- 
tension of  them.  In  (»rder  to  remove  all  doubts 
upon  the  subject,  the  Solicitor-General  brought 
up  a clause  by  way  of  rider,  declaring  the  right  to 
form  such  banks.  He  said  that  the  basis  of  the 
contract  will*  the  Hank  was,  that  they  were  to 
enjoy  whatever  monopoly  they  already  possessed, 
blit  nothing  beyond  it.  He  had  examined  the 
case  with  the  utmost  care,  and  there  was  no  pre- 
tence for  saying  that  such  banks  were  an  en- 
croachment upon  the  monopoly  of  the  Hank.  The 
Hank,  as  originally  founded,  was  a bank  of  issue^ 
and  the  monopoly  first  granted  in  1697,  must  be 
held  to  refer  only  to  banks  ejusdem  generis.  Such 
had  been  th<*  uniform  language  of  all  the  subse- 
quent Acts.  The  clause  upon  wliich  tlieir  mono- 
poly rested  was  strictly  confined  to  the  issue  of 
paper  mone} . Banks  of  deposit  were  lawful  at 
common  law,  and  it  rested  with  those  who  said 
they  were  fi-rbidden,  to  point  out  the  Act  which 
prohibited  them. 

215.  The  chief  proA'isions  of  the  Act  were  as 
folloAVS,  Statute  1833,  c.  98: — 

I.  The  Hank  was  continued  as  a Corporation, 
with  such  exclusive  privilege  of  banking  as  was 
given  by  the  Act,  for  a certain  time,  and  on  cer- 
tain conditions,  during  Avliich  time  no  society  or 
company,  exceeding  six  persons,  should  make  or 
issue  in  London,  or  Avithin  65  miles  thereof,  any 
bill  of  exchange,  or  promissory  note,  or  engage- 
ment for  thi^  payment  of  money  on  demand,  or 
upon  Avhich  any  ])erson  holding  the  same  may 
obtain  ])ayment  on  demand.  Hut  country  bankers 
might  have  an  agency  in  London,  for  the  sole  pur- 
pose of  i)aying  such  of  their  notes  as  might  be  pre- 
sented there. 

II.  For  the  purpose  of  removing  any  doubts 
that  might  exist  as  to  Avhat  the  exclusive  prhilege 
of  banking,  which  the  Hank  of  England  enjoyed. 
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consisted  in,  it  was  enacted,  that  any  body 
p(ditic  or  corporate,  or  society,  or  company,  or 
])artnersliip,  of  Avhatever  number  they  coijsiste^ 
might  carry  on  the  business  of  banking  in 
London,  or  Avithin  65  miles  thereof,  provided  that 
they  did  not  borroA\%  OAve,  or  take  up  in  England 
any  sum  or  sums  of  money  on  their  bills,  or  notes 
payable  on  demand,  or  at  any  less  time  than  six 
montbs  from  the  born>wing  thereof,  during  the 
continuance  of  the  privileges  of  the  Hank  ol 
England. 

III.  All  the  notes  of  the  Bank  of  England, 
payable  on  demand  AA'hich  sliould  be  issued  out  of 
London,  should  be  payable  at  the  place  Avhere 
they  were  issued. 

I V.  Upon  one  year's  notice,  to  be  given  within 
six  months  after  tlie  expiration  of  ten  years  from 
the  first  day  of  August,  1834,  and  repayment  of 
all  debts  due  by  rarliament  to  the  liauk,  its 
])rivileges  Avere  to  cease  and  determine,  at  the 
end  of  the  year's  notice. 

V.  So  long  as  the  Hank  paid  its  notes  on  de- 
mand in  legal  coin,  the}'  Avere  declared  to  be  legal 
tender  of  payment,  except  by  the  Hank  itself,  or 
by  any  of  its  branches.  No  notes  not  made 
sjtecially  payable  at  any  of  the  branches,  Avere 
liable  to  be  i>aid  there,  but  the  notes  issued  at  all 
the  branches  Avere  to  be  payable  in  Loudon. 

VI.  Hegulations  about  publishing  its  accounts, 
and  exemptions  of  bills  and  notes,  not  having 
more  than  three  months  to  run,  from  the  usury 
laws. — These  being  altered  iioav,  ueed  not  be 
detailed. 

VIJ.  The  public  AV'cre  to  pay  off  one-fourth 
part  of  the  debt  due  to  the  Hank,  and  the  i>ro- 
prietors  might  reduce  the  capital  stock  of  the 
Hank  by  that  sum,  if  they  chose. 

VIII.  In  consideration  of  these  privileges,  the 
Hank  AA\as  to  give  up  £120,000  a-year  from  the 
sum  they  received  for  managing  the  public  debt. 

216.  In  conse([ueiice  of  tlie  declaratory  clause 
in  this  Act,  permitting  Joint  Stock  Hanks  to  be 
founded  in  London,  scA'eral  Avere  formed,  as  Avill 
be  described  hereafter.  For  several  yejirs  after 
the  reucAvai  of  the  Hank  Charter  the  harvests 
Avere  unusually  abundant,  Avhich  caused  all  sorts 
of  agricultural  produce  to  be  ruinously  dejiressed. 
AVlieat  fell  continuously  through  1834  and  1835, 
till  in  the  last  Aveek  of  December,  1835,  its  price 
was  36s.  the  iniiierial  r|uarter.  As  all  agricultural 
contracts  Avere  framed  on  the  expectation  that 
Avheat  would  not  be  much  less  than  70s.  the 
(piarter,  this  long  continued  depression  produced 
the  most  severe  distress.  At  the  same  time, 
hoAvever,  all  the  manufacturing  interests  Averc  in 
a state  of  unexampled  prosperity  from  the 
abundance  and  cheapness  of  food.  The  loug  con- 
tinued low  jirice  of  com  caused  less  to  be  soaa’u 
in  1835,  and  the  spring  of  1836  aa  os  uufaA'orable. 
These  causes  combined  to  raise  the  price  of  Avheat 
in  1836,  and  the  harvest  time  being  A\"et  and  cold, 
caused  the  price  to  rise  to  61s.  9d.  in  the  autumn. 

217.  The  state  of  commercial  prosperity  dur- 
ing 1833,  1834,  and  1835,  gaA^e  rise  to  an  immense 
amount  of  si>eculation  and  dabbling  in  foreign 
loans,  as  if  people  seemed  incapable  of  learning 
Avisdom  from  the  experience  of  1825.  The  unex- 
pected success  of  the  first  railway  gaA^e  rise  to  a 
considerable  amount  of  speculation  in  the  forma- 
tion of  raihvays.  An  immense  extension  of  doint 
Stock  Hanks  economised  capital  to  a great  degi'ee, 


and  afforded  the  means  of  the  most  fatal  exten- 
sion of  credit.  On  the  14th  August,  1834,  Lord 
Wharncliffe  called  the  attention  of  the  ministry 
to  the  prodigious  extension  of  Joint  Stock  Hanks, 
and  their  branches,  and  the  iusulficient  capital 
they  Avere  trading  Avith.  The  important  subject 
of  Joint  Stock  Banking  again  occupied  the  atten- 
tion of  the  House  in  1836,  and  a committee  Avas 
appointed  to  iiiqufre  into  it.  The  committee  sat 
during  the  Se.ssiou  and  made  tAvo  reports,  A\hich 
are  noticed  clscAvliere. — (Kkpohts,  Faeliamex- 

TART.) 

218.  AVc  have  seen  that  since  the  Bank  of 
England  had  adopted  the  principles  of  the  Bullion 
Report  in  1827,  the  motlu>d  they  pursued  of  car- 
rying them  out,  Avas  to  keej)  their  “ securities  " as 
iieariy  as  possible  even,  ami  to  kcej)  their  bullion 
ami  cash  equal  to  one  half  the  “securities;"  tlie 
bullion,  cash,  and  securities  being  together  equal 
to  their  “liabilities."  Having  got  the  Hank  into 
this  position  Avhile  the  exchanges  were  at  par,  to 
throw  any  action  either  of  increase  or  decrease  of 
their  notes  entirely  upon  the  public,  either  by 
means  of  the  foreign  exchanges,  or  by  an  internal 
extra  demand  for  gold.  The  Hank  A\  as  got  into 
this  normal  condition  in  October,  1833,  when  its 
“ liabilities,”  i.  e.  the  issues  and  the  deposits,  vs'ere 
£32,900,000,  the  “securities"  Avere  £24,200,000, 
and  the  “bullion"  £10,900,000.  In  1834  some 
commercial  causes  produced  an  export  of  specie ; 
but  ill  1835  the  foreign  exchanges  became  favor- 
able, and  the  drain  Avas  arrested.  Hut  in  the 
meantime  the  Bank  had  totally  lost  all  jxiAver  of 
preserving  the  proportion  betAveen  the  bullion, 
securities,  and  liabilities  it  liad  professed  to  ad- 
here to.  The  folloAving  table,  taken  at  intervals, 
will  exhibit  this  A'cry  clearly : — 


1833. 

1st  Oct. 

1834. 

11th  March 
15th  March 

9th  Sept. 

1835. 

13ib  Jan. 

5th  Mav. 


Liabilities. 

£30,937,000 

£31,372,000 

£37,564.000 

£31,058,000 

£33,071,000 

£29,417,000 


f Securities — £22,610,000 
I Bullion  £10.327,000 

I Securities — £24,777,000 
t Bullion  £ 8.901.000 

/ Securities — £31,735,000 
t Bullion  £ 8,298,000 

f Securities — £26,643,000 
I Bullion  £ 7,010.000 

Securities — £29,165,000 
( Bullion  £ 6.608,000 

Securities— '£26,179,000 
'.Bullion  £ 6,951.000 


This  was  the  loAvest  point  which  the  amount  of 
bullion  reached,  and  the  drain  Avas  arrested.  The 
above  figures  shew  Iioaa’^  totally  deranged  the  pro- 
portions Avere  to  what  the  Directors  ccmsidercd  to 
be  a ]>roper  position  for  the  Bank,  From  that 
time  bullion  continued  to  How  in,  till  in  March, 
1836,  it  slightly  exceeded  eight  millions;  but  cA'eu 
then  the  securities  were  three  times  the  bullion, 
instead  of  twice  as  they  ought  to  have  been. 

219.  The  amount  of  bullion  in  the  Hank  A\  as 
at  its  height  in  March,  1836,  and  then  began  stea- 
dily to  decline  again;  in  the  middle  of  July  it 
had  fallen  below  six  millions,  Avhcu  the  Hank 
thought  it  was  necessary  to  endeavour  to  stop  it, 
and  it  raised  the  discount  to  4^  per  cent.  This 
had  no  effect,  hoAvever,  iu  stopping  the  demand 
for  discount.  In  September  the  bullion  barely 
exceeded  five  millions,  and  the  Bank  raised  the 
rate  of  discount  to  5 per  cent.  The  bubbles  blown 
iu  the  preceding  year  and  spring  of  1836,  A\’ere 
noAv  fast  bursting  on  all  hands. 

220.  Thedraiuonthecoffersof  the  Bank  proceed- 
ed at  a rapid  rate,  both  from  external  and  iulerual 
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causes.  President  Jackson  had  determined  that 
the  charter  of  the  National  Bank  of  the  United 
States,  which  expired  in  1836,  sliould  not  be 
renewed,  and  that  the  currency  of  that  country 
should  be  jdaced  on  a sounder  footing  than  it  lind 
hitherto  been,  by  forming  a sound  metallic  basis. 
Operations  to  effect  this  purpose  so^yn  commenced. 
Immense  (piantities  of  American  securities  of  all 
sorts  were  impoi’ted  into  England,  and  negotiated 
for  the  pnr|»ose  of  remitting  the  specie  to 
America.  The  impro]>erly  low  rate  of  discount 
in  tills  country,  favored  by  tlie  inordinate  multi- 
plication of  banks,  enabled  a great  <|uantity  of 
these  securities  of  various  dcscrijitions  to  be 
realized  in  England,  and  the  cash  was  remitted  to 
America. 

2'2\.  The  joint  stock  banks  had  been  blow'ing 
the  bubble  of  credit  to  the  utmost  tenuity,  by 
rediscounting  most  of  the  bills  which  they  had 
discounted.  This  practice  largely  increases  the 
pro])ortion  of  paper  currency  compared  to  the 
metallic  basis,  and  of  course  adds  to  any  peril  in 
times  of  discredit.  The  Bank  of  England  at 
length,  but  t<x»  tardily,  as  has  almost  invariably 
been  tlie  ease,  awoke  to  the  impending  danger, 
ami  determined  to  strike  a blow  at  the  distended 
state  of  credit.  It  not  only  raised  the  rate  of  dis- 
count to  five  per  cent,  in  August,  but  absolutely 
refused  to  discount  any  bills  indorsed  by  any 
joint  stock  bank  of  issue.  This  was  a gi'eat 
l)low  at  the  great  amount  of  American  securities 
afloat  ill  the  country,  as  most  of  those  bills  had 
boon  purchased  by  the  joint  stock  banks,  and  re- 
issued witli  their  own  indorsements  upon  them. 

'2'2'2.  In  the  autumn  of  1836,  the  Agricultural 
and  Commercial  Bank  stopped  payment  (Backing 
IN  Irei.anii),  and  caused  a general  run  upon  all 
the  Irish  banks,  which,  however,  having  been 
foreseen,  they  had  taken  care  to  provide  bullion 
to  meet.  But  so  great  was  tlie  state  of  discredit, 
that  even  Bank  of  England  notes  were  at  a 
heavy  discount  in  Dublin.  In  the  meantime  the 
drain  on  the  Bank  was  increasing.  At  the  be- 
ginning of  October  it  Jiad  X5, 035, 000  in  bullion, 
to  meet  -£29, 869, 000  of  liabilities;  at  the  end  of 
November  its  liabilities  were  <£30,941000,  and 
the  luillion  £3,840,000.  During  December  the 
bullion  slightly  increased,  and  in  January  di- 
minished again.  In  November  the  Northern  and 
Central  Bank,  with  its  head  office  in  Manchester, 
and  thirty-nine  branches  in  the  manufacturing 
districts,  became  seriously  embairassed,  and  ap- 
plied to  the  Bank  of  Englund  for  assistance, 
which  the  Bank  at  first  refused ; but  upon  con- 
sulting the  leading  bankers  in  London,  their 
opinion  was,  that  the  stopjiage  of  so  extensive  a 
concern  in  tlie  manufacturing  districts  would  very 
jirobably  bring  on  a general  panic.  The  Bank, 
therefore,  determined  to  advance  the  sum  of 
X500,000  to  enable  it  to  meet  its  engagements, 
which,  upon  subsetiuently  discovering  that  they 
were  much  more  extensive  than  had  at  first  been 
represented,  was  further  increased  to  the  sum  of 
£1,370,000.  Early  in  January,  a London  bank- 
ing house  applied  for  assistance  to  the  Bank, 
and  on  the  other  IjOiidon  bankers  giving  their 
guarantee  to  the  Bank  of  England,  it  made  ad- 
vances sufficient  to  enable  that  house  to  meet  its 
engagements.  The  difficulties  attending  the 
American  houses,  both  in  London  and  Liverpool, 
became  now  so  pressing,  that  they  also  were 


obliged  t(*  apply  to  the  Bank.  Persons  were  ap- 
pointed U*  look  into  their  affairs,  who  represented 
that,  if  as-iistance  were  given  them  to  meet  their 
outstanding  engagements,  they  would  ultimately 
jirove  solvent.  As  an  additional  reason  for 
granting  this  assistance,  it  was  stated  that,  if 
these  Am*‘rican  houses  were  permitted  to  stop 
payment,  their  concerns  were  so  vast,  ami  so  ex- 
tended throughout  the  North  of  England,  that  a 
general  destruction  of  credit  would  ensue.  After 
full  consiileration  the  Bank  determined  to  at- 
tempt to  carry  these  houses  through  their  em- 
barrassments, and  for  this  purjKtse  it  advanced 
the  enormous  sum  of  £6,000,000.  This  gi'cat 
o])eration,  however,  was  successful,  though  the 
final  Ihiuiilation  of  the  account  was  retarded  by 
the  great  prostration  of  American  credit  in  1839. 
I'he  advances  made  to  the  banking  interests  in 
England  were  all  rejtaitl,  jiriiiciiial  and  interest, 
with  one  very  trifling  exception.  The  Bank  thus 
followed  for  a second  time  the  principles  laid 
down  by  the  Bullion  Beport,  and  there  can  be  no 
dfuibt  averted  a calamity  only  second  in  magni- 
tude to  the  catastrophe  of  1825. 

223.  3 he  assistance  of  the  Bank  was  only 
intended  to  be  of  a temporary  nature,  to  give 
time  for  the  gi'adual  withdrawal  of  the  gi-eat  mass 
of  unsound  jiaper  from  circulation.  Tins  having 
been  eft'ocled  to  a large  extent  the  result  followotl, 
which  always  has  beenthecase,  andalways  must  be 
the  case,  a gi*eat  influx  of  gold  to  fill  tlie  vacuum 
caused  hy  the  great  annihilation  of  this  paper 
currency.  During  the  whole  of  1837  bullion 
rapidly  flowed  into  the  Bank,  and  in  December 
it  reached  the  sum  of  lOA  millions.  The  ix»sition 
of  the  Bank  on  the  13th  March,  1838,  was  as 
follows : — 

Lial )i  1 i ties.  ( Securities — £21 ,046,000 

£;!1,573,(K)0  i Bullion  £10,52T,(XK> 

Thus,  after  a long  period  of  five  years,  the  Bank 
was  at  length  brought  back  again  into  what  the 
directors  had  laid  down  for  themselves  as  the 
normal  pt^sition,  and  it  enabled  credit  to  pass 
through  a crisis  which  would  have  been  tenfiiUl 
more  severe  if  it  had  not  been  met  by  that  “judici- 
ous increase  of  accommodation,'’  which  the  Bullion 
Report  declared  was  the  proper  remedy  for  a 
temporary  failure  of  credit. 

224.  From  1832  to  1837  there  had  been  a 
series  of  seasons  of  remarkable  abundance.  For 
several  years  a series  of  gi'cat  scarcity  followed. 
The  crop  of  1838  was  the  worst  that  had  been 
known  since  1816,  that  of  1839  was  scarcely  if 
at  all  better.  This  great  deficiency  rendered  it 
necessaiy  to  import  foreign  corn  to  the  value  of 
£I0,000,0(K),  a considerable  portion  of  this  re- 
quired to  be  exi>orted  in  specie.  But  just  at 
this  pericnl  a number  of  other  concurrent  causes 
happened  to  create  a gi*eat  demand  for  gold 
for  foreign  countries.  During  the  preceding 
years  Anu  rica,  France,  and  Belgium  had  carried 
the  extension  of  paper  credit  to  most  extavagant 
lengths.  In  France  and  Belgium  joint  stock 
banks  had  been  extensively  formed.  This  great 
extension  of  paper  currency  had  the  very  same 
effect  as  the  over-issue  of  jiaper  in  England ; it 
drove  bullion  out  of  those  countries,  ami  was  one 
of  the  causes  which,  together  with  the  fortunate 
destruction  of  the  extravagant  paper  credit  in 
England  in  1837,  caused  such  an  influx  of  gold  in 
this  couutiy  up  to  Marcli,  1838.  But  in  this 
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latter  year  these  bubbles  burst.  In  the  autumn 
of  1838  the  Bank  of  Belgium  failed,  and  a severe 
run  upon  the  banks  at  Baris  took  place.  This 
revulsion  of  credit,  and  extinction  of  pajier  issues 
in  those  countries,  caused  a current  of  bullion  to 
set  in  towards  them  which  came  from  the  Bank 
of  England. 

225.  In  the  beginning  of  1838,  when  the  bul- 
lion in  the  Bank  had  been  rapidly  increasing  for 
several  months,  the  commercial  world  thought  it 
was  time  for  the  Bank  to  make  use  of  the  treasure 
in  its  vaults.  It  accordingly  reduced  the  rate  of 
discount  from  5 to  4 per  cent.,  and  was  induced  to 
send  over  one  million  of  sovereigns  to  America, 
the  exchanges  being  favorable  to  that  country,  in 
con.sequence  of  the  destruction  of  ]>aper,  to  assist 
the  American  Banks  to  resume  payments  in  cash. 
That  is  to  say,  tlie  exchanges  being  against  the 
country,  the  Bank  exports  bullion,  and  extends 
its  issues ! ! AVhat  knowledge  of  Banking  ! ! 

226.  On  the  1 8tli  of  December,  1 838,  the  liabili- 
ties were  £28,120,000,  the  securities  £20,776,000 
and  the  bullion  £9,794,0tX).  From  this  time  a 
rajiid  and  stea<ly  drain  set  in,  which  continued 
with  unabated  severity  till  October,  1839.  When 
the  Bank  lowered  its  rate  of  discount  to  4 per 
p»*r  cent,  in  February,  1838,  the  market  rate  had 
fallen  still  lower,  and  in  summer  was  about 
3 per  cent.  From  that  time  forward  it  began  to 
rise,  and,  at  tlie  end  of  autumn,  wa.s  level  with 
tlie  Bank.  While  everything  was  symptomatic  of 
an  iiiqiending  drain  of  bullion,  the  Bank,  on  the 
29th  November,  suddenly  lowered  its  rate  to  3t 
]»er  cent. ! The  market  rate  wai  now  decidedly 
higher  than  that  of  the  Bank,  and  the  consequence 
was  an  immediate  pressure  for  accommo<lation  on 
the  Bank.  The  securities  which,  in  December, 
1838,  were  £19,536,000,  rose  in  January,  1839, 
to  £27,594,000,  and  the  bullion  fell  from  £9,522,000 
to  £8,826,000.  From  that  time  forward  until  the 
middle  of  May,  the  drain  of  bullion  continued, 
and  on  the  14th  of  that  month,  the  liabilities  were 
£25,711,000,  the  securities  £24,098,000,  and  the 
bullion  £4,117,000;  that  is,  tlie  bullion  wa.s  a 
little  more  than  one-sixth  of  the  securities,  when 
it  ought  to  have  been  one-half y according  to  the 
theory  of  the  Directors  ! On  the  16th  May,  the 
Bank*^  raised  the  rate  of  discount  to  5 per  cent., 
but  tlie  market  rate  had  risen  still  higher,  so  that 
the  drain  continued.  On  the  20th  ^lay,  the  bul- 
lion stood  at  £3,910,000,  but  the  directors  were 
so  utterly  blind  that,  on  the  30th,  the  time  of 
shutting  the  books  for  the  dividends,  they  still 
offered  advances  at  5 per  cent,  till  the  23rd  July, 
However,  on  the 23rd  June,  they  became  alarmed 
and  raised  the  rate  of  discount  to  5|,  and  refused 
to  discount  any  securities  except  bills  of  ex- 
change. 

227.  On  the  16th  July,  the  liabilities  were 
£28,860,000,  the  securities  £28,846,000,  and  the 
bullion  £2,987,000,  when  the  directors  at  last 
awoke  to  the  fact,  that  the  Bank  was  rapidly 
drifting  into  bankruptcy.  On  the  13th,  they 
gave  notice  that  they  would  be  ready  to  receive 
tenders  for  the  purchase  of  some  terminable  an- 
nuities, but  the  minimum  price  they  fixed  was  so 
high  that  no  sale  took  place.  Besides  raising  the 
rate  of  discount  in  May,  the  Bank  sold  public 
securities  to  the  amount  of  £760,000,  and  it 
authorized  bills  upon  Paris  to  be  drawn  on  its 
account  to  the  amount  of  £600,000.  These  mea- 


sures had  the  effect  for  a short  time  of  arresting 
the  drain.  But  when  these  bills  came  to  matu- 
rity the  Bank  was  in  no  better  ixjsition  to  meet 
them,  and  it  then  liecame  necessary  to  create  a 
larger  credit  in  Paris  to  meet  the  first.  The 
position  of  the  Bank  was,  of  course,  well  known 
to  all  the  foreign  dealers  in  exchanges,  and,  in 
June,  it  ■was  generally  ex|>ected  abroad,  that  it 
could  not  maintaiu  payments  in  specie.  In  con- 
sequence of  this,  all  long  dated  bills  on  this 
country  were  sent  over  for  immediate  realization, 
and  the  values  withdrawn  as  speedily  as  possible. 
To  counteract  this  drain,  as  well  as  to  meet  the 
jiayments  of  the  first  credit,  which  had  been 
created  on  behalf  of  the  Bank,  it  was  obliged,  in 
July,  to  organize  a measure  of  a much  larger 
nature.  ^Messrs.  Baring  entered  into  an  agree- 
ment with  twelve  of  the  leading  bankers  in  Paris, 
to  draw  bills  upon  them  to  tlie  amount  of  U]>- 
wards  of  £2,000,000 ; and,  as  each  of  them 
had  only  a fixed  credit  at  the  Bank  of  France, 
that  Bank  agreed  to  honour  their  acceptances  in 
case  they  should  be  presented  there,  and  exceed 
tlieir  usual  limits.  An  operation  of  a similar 
nature  to  the  amount  of  £900,000  was  organized 
with  Hamburgh.  As  soon  as  any  bill  was  drawn 
on  account  of  these  ojierations,  the  Bank  had 
transferred  an  equal  amount  of  the  annuities  it 
had  ottered  for  sale  in  July,  to  two  trustees,  one 
fur  the  drawers  and  the  other  for  the  aeceptur. 
Out  of  this  second  credit  the  bills  which  fell  due 
from  the  creation  of  the  first  credit  were  j>aid. 
This  measure  had  theeftect  of  gradually  aiTestiug 
the  drain  of  bullion  which  reached  its  lowest 
point  in  the  week  ending  the  2nd  September, 
1839,  when  it  was  reduced  to  £2,406,000.  From 
that  time  it  began  slowly  to  increase,  and  in  the 
last  week  of  t!ie  year  it  stood  at  £4,532,000,  the 
liabilities  being  £23,864,000,  and  the  securities 
£22,098,000.  The  oiierations  ensuing  from  this 
foreign  credit  extended  over  nine  months,  from 
July,  1839,  to  April,  1840,  and  the  highest 
amount  ojierated  upon  was  in  November,  1839, 
when  it  was  £2,900,000. 

228,  The  figures  we  have  quoted,  shewing 
the  proportion  between  the  bullion  and  tlie 
liabilities  of  the  Bank,  are  sufficient  to  shew 
either  that  there  was  some  natural  impossibility 
in  adhering  to  the  rules  the  directors  had  laid  doM  u 
for  their  o^v^l  guidance  in  1832,  or  that  they  had 
not  sufficient  firmness  to  contract  their  issues  in 
time  of  pressure  to  maintain  it.  The  tlagraiit 
disproportion  which  these  figures  had  assumed, 
which  would  scarcely  be  safe  in  an  ordinary 
banking  house,  but  which  were  to  the  last  degree 
perilous  iu  the  Bank  of  England,  which  was 
known  to  be  the  hist  resource  of  every  bank  iu 
the  kingdom  in  times  of  difficulty,  turned  the 
attention  of  writers  to  devise  some  plan  by  which, 
if  jiossible,  the  Bank  should  be  compelled  to 
maintain  the  proper  proportion  between  bullion 
and  liabilities.  Lord  Overstoiie,  then  Mr.  Samuel 
Jones  Loyd,  is  stated  to  have  been  the  originator 
of  the  idea,  which  was  eventually  adoiiteil,  of 
dividing  the  Bank  into  two  distinct  departments 
independent  of  each  other  ; one  for  the  purpose  of 
issuing  a regulated  amount  of  notes,  and  the  other 
for  carrying  on  the  business  of  banking.  This 
was  one  of  the  most  prominent  features  in  Sir 
Robert  Peel's  Act  of  1844,  and  we  shall  reserve, 
till  we  come  to  that  Act,  any  fimher  notice  of  it. 
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229.  The  preat  commercial  ami  monetary 
crisis  the  country  had  passed  through  within  the 
few  ju'cceding  years,  attracted  much  public  atten- 
tion, and  several  petitions  were  iiresented  to 
Parliament;  and  in  March,  1840,  the  Government 
determined  to  institute  an  inquiry  into  the  whole 
system  of  jiaper  issues.  Ou  the  lOih  of  that 
month  the  Cliancellor  of  the  Exchequer  moved  for 
a committee  for  that  purjuKse.  lie  reminded  the 
House  that  the  Bank  Charter  would  terminate  in 
1844,  and  he  thought  it  expedieut  that  they 
should  not  postpone  inquiry  into  the  subject  till 
the  last  moment.  That  whatever  might  be  the 
ditference  of  opinion  among  the  most  intelligent 
men,  as  to  what  juirt  of  the  difficulties  they  had 
gone  through  were  to  be  attributed  to  the  Bank 
of  England,  or  other  banks,  still  they  were  very 
strongly  of  oi)inioii  that  the  present  system  re- 
quired revision  and  alteration.  The  chief  points 
of  interest  connected  with  the  report  and  evidence, 
which  we  may  mention  here,  are — 

I.  That  the  principles  propounde<l  in  1832,  for 
the  management  of  the  Bank,  for  the  purj>ose  of 
ctmfonning  with  the  iwinciples  of  the  Bullion  Re- 
])ort,  were  totally  condemned. 

II.  The  great  modern  heresy  that  bills  of  ex- 
change form  no  part  of  the  circulating  medium  or 
currency,  which  was  lirst  asserted  before  a I*arlia- 
mentary  Committee  in  1832,  was  now  maintained 
by  the  great  majority  of  the  commercial  and 
banking  witnesses. 

230.  This  seems  to  have  been  the  first  adop- 
tion by  mercantile  men  of  the  theory  known  by 
the  name  of  the  “currency  principle,”  wliich 
shortly  stated  is  this — That  when  hank  notes  are 
permitted  to  be  issued^  the  number  in  circulation 
shtpuld  always  be  exactly  equal  to  the  coin  ichich 
would  be  in  circulation  if  they  did  not  exist.  The 
advocates  of  this  principle  maintain  that  it  is  the 
only  true  mode  of  regulating  a paper  currency, 
and  of  preserving  the  paper  of  equal  value  with 
the  gold  coin.  This  theory  sounds  remarkably 
specious  and  plausible,  and  from  the  eminence  of 
the  persons  who  have  been  converted  to  it,  has 
acquired  much  importance,  and  will  require  full 
examination  (Currency  rRiNciPUE). 

231.  Nothing  can  be  more  wearisome  than  to 
read  through  the  enormous  mass  of  heterogeneous 
questions  heaped  upon  one  another,  without  aim 
or  drift,  tending  to  no  result,  and  capable  of  ]>ro- 
ducing  none.  Nothing  can  be  more  humiliating 
than  the  contnist  between  the  bullinn  committee 
of  1810,  and  the  committee  of  1840.  The  bullion 
committee  were  masters  of  the  science ; they  knew 
how  to  govern  the  direction  of  the  inquiry,  to  cross- 
examine  the  witnesses,  and  make  them  expose 
their  own  fallacies,  by  involving  them  in  contra- 
dictions and  inconsistencies.  And  when  the  wit- 
nesses had  given  their  opinions,  the  committee 
were  able  to  judge  and  decide  upon  the  value  of 
the  testimony,  and  the  result  wjis  the  coin]>Iete 
demolition  of  the  opinions  of  the  great  majority 
of  the  witnesses.  But  in  the  committee  of  1840, 
the  want  of  a presiding  mind  is  painfully  conspi- 
cuous. They  were  totally  destitute  of  any  know- 
ledge of  the  ]>riiiciples  of  the  science  of  banking, 
and  after  having  protracted  the  inquiry  tlirough 
two  sessions,  they  were  obliged  to  come  to  the 
humiliating  confession  of  their  own  incompetence 
to  frame  a report  on  the  evidence  given,  and  to 


; suggest  t>  parliament  the  expediency  of  appoint- 
ing a new  committee  for  that  i>urj)ose ! 

232.  From  1838  a series  of  four  bad  harvests 
followed  in  succession,  which  were  attended  with 
much  sulfering  to  the  people,  liigli  prices  of  corn, 
and,  as  a natural  conseipience,  large  inqiortatious 
of  foreign  corn,  and  a very  low  amount  of  bullion 
in  the  Bank.  In  fact,  the  alleged  rule  of  1832  was 
a complete  dead  letter,  and  it  was  not  till  tlie  27th 
August,  ■ 842,  that  these  proportions  Avere  again 
attained,  when  the  liabilities  stood  at  ^29, 022, 000 
and  the  bullion  at  i*9,729,000.  The  crops  of  1 842, 

1843,  ami  1844  were  pnfdigiously  abundant — the 
latter  more  so  than  any  for  ten  years  preceding. 
The  consequences  of  tliis,  as  well  as  other  circum- 
stances M Inch  happened  at  that  time  to  economize 
the  capital  of  the  country,  ])rodiiced  a cycle  of 
years  of  great  apparent  prosperity,  but  Mhidi 
ended  in  ihe  great  revulsion  of  1847.  The  bullion 
in  the  Bank  continued  steadily  and  rapidly 
to  accumulate  until  December,  1843,  when  it 
reached  a higher  limit  than  it  had  ever  done  be- 
fore, being  <£14,982,000,  and  continued  to  increase 
after  that  until  the  passing  of  the  Act  of  1844. 

233.  On  the  (>th  May,  1844,  Sir  Robert  Becl 
moved  a resolution  of  the  House,  that  it  was  ex- 
pedient U)  continue  for  a limited  time  certain  of 
the  privileges  then  enjoyed  by  the  Bank  of  Eng- 
land, subject  to  any  conditions  that  might  be 
passed  by  any  Act  for  that  purpose.  In  bringing 
this  resolution  forward,  he  gave  a preliminary 
sketch  of  the  evils  of  the  paper  currency  as  it  then 
stood,  and  the  methods  he  proposed  for  i)lacing  it 
on  a sounder  fiK>ting.  We  shall  not  in  this  ]>lacc 
enter  into  any  account  of  the  delinitions  of  the 
word  currency,  or  circulating  medium,  as  we  have 
done  that  in  its  proper  place. — (Currency:  Teel, 
Sir  Robj.kt).  He  tiieu  stated  that  it  was  the  in- 
tention of  Government  to  increase  as  much  as 
possible  I be  i>ower  of  a single  bank  of  issue,  and 
that  bank  should  be  the  Bank  of  England.  The 
Bank  was  therefore  to  continue  its  privileges  of 
issue,  but  it  was  to  be  divided  into  two  tlei)art- 
meuts,  the  one  for  tiie  purpose  of  issuing  notes,  the 
other  for  the  ordinary  business  of  banking.  But 
the  Bauk  was  to  be  deprived  once  for  all  of  the 
power  of  unlimited  issues.  These  were  to  take 
}dace  in  future  on  two  foundations  only  : 1st,  a 
fixed  amount  of  public  securities ; 2dly,  bullion. 
The  amount  of  issues  ui)OU  public  securities  was 
pcrmaneiitly  lixed  at  £14,000,000,  every  other 
note  was  to  be  issued  in  exchange  for  bullion  only, 
so  that  the  amount  of  the  notes  issued  on  bullion 
should  br  governed  solely  by  the  action  of  the 
public.  Althougdi  he  wished  there  should  only  be 
a single  bank  of  issue,  yet  existing  interests  were 
to  be  rej-arded ; and  those  banks  wliich  were  at 
that  time  lawfully  issuing  their  own  notes,  might 
remain  banks  of  issue ; but  their  amount  was  to 
be  strictly  limited  to  a certain  definite  average. 

234.  it  wiis  impossible  for  Sir  Robert  Peel 
not  to  see  the  inconsistency  of  his  measure  of 

1844,  with  his  expressed  sentiments  in  1819  and 
1833,  that  it  was  inexpedient  to  limit  the  issues 
of  the  Bank  to  any  fixed  amount,  because  there 
were  tinies  of  commercial  diflicnlty,  when  an 
increase  of  notes  might  be  the  proper  remedy. 
There  is  no  doctrine  more  strenuously  insisted 
upon  by  the  Bullion  Report,  by  the  Statesmen  of 
1819,  as  well  as  by  the  Government  in  1833,  and 
by  Sir  Robert  Peel  himself,  at  both  these  pcriotls, 
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than  that  it  was  impossible  to  fetter  the  dis- 
cretion of  the  Bauk  in  its  issues.  Sir  Robert 
Peel  knew  that  he  was  now  taking  away  this 
power  from  the  Bank  altogether,  and  acc*miingly 
lie  was  obliged  to  meet  this  objection.  He  said — 

“ It  is  said  that  the  Bauk  of  England  will  not 
have  the  means  which  it  has  heretofore  had  of  ; 
supporting  public  credit,  ami  of  aflbrding  assist-  | 
mice  to  the  mercantile  world  in  times  of  com- 
mercial difficulty.  Now,  in  the  first  place,  tlie 
means  of  supporting  credit  are  not  means  exclu- 
sively jmssessed  by  banks.  All  who  are  possessed 
of  unemployed  capital,  whether  bankers  or  not, 
ami  who  can  gain  aii  adequate  return  by  the 
advance  of  capital,  are  enabled  to  atford,  and  do 
atlbrd  that  aid,  whicli  it  is  supi>osed  by  some,  that 
banks  alone  are  enabled  to  atford.  In  the  second 
place,  it  may  be  a question  whether  there  be  any 
permanent  advantage  in  the  maintenance  of  pub- 
lic or  private  credit,  unless  the  means  of  main- 
taining it  arc  derived  from  the  bond  fide  adcance 
of  capita^  and  not  from  a temporiwy  increase  of 
promissory  notes,  issued  for  a special  purpose. 
Some  api»reheml  that  the  pro]>osed  restriction 
upon  issues  will  diminish  the  power  of  the  Bank 
to  act  with  energj^  at  the  period  of  a monetary 
crisis,  and  commercial  alarm  and  derangement. 
But  the  object  of  legislation  is  to  prevent  (.so 
far  as  legislation  can  prevent)  the  recurrence  of 
those  evils  from  which  we  suffered  in  1825,  1836, 
and  1839.  It  is  better  to  prevent  the  paroxysm 
than  to  excite  it,  and  trust  to  desperate  remedies 
for  the  means  of  recovery.”  This  extract  shews 
the  complete  misconception  of  Sir  Robert  Peel  on 
the  subject  of  hanking,  because  he  believed  that 
tlie  advances  were  always  made  out  of  bond  fide 
capital^  whereas  we  have  shewn  that  they  are 
])riuciiKilly  creations  of  credit. 

235.  The  bill  wjts  reail  a secoml  time,  after  a 
feeble  oi»positiou,  by  a majority  of  185  to  30.  It 
jKissed  tlirough  the  House  of  Lords  with  a ver}’ 
short  debate,  and  no  division.  Lord  Radnor 
alone  ]»rotested  against  it,  and  it  received  the 
Royal  Assent  on  the  19th  .July,  1844.  Its  chief 
pnivisions  are  as  follows,  Statute  1844,  c.  32. 

I.  That  after  the  31st  Augu-st,  1844,  the  issue, 
of  Bauk  Notes  by  the  Bauk  of  England  should  be 
kept  wholly  distinct  from  the  general  banking 
business,  and  be  conducted  by  such  a committee 
of  the  directors  as  the  Court  might  appoint,  under 
the  name  of  the  “ Issue  Department  of  the  Bauk 
of  England.” 

II.  That  on  the  same  day  the  Governor  and 
Company  should  transfer,  ap|>ropriate,  and  set 
apart  to  the  issue  department,  securities  to  the 
value  of  <£14,000,000,  of  wliich  tlie  debt  due  by 
the  public  to  the  Bank  was  to  be  a part ; and 
also  so  much  of  the  gold  coin,  and  gold  and  silver 
bullion,  as  should  not  be  required  for  the  banking 
department.  The  issue  department  was  then  to 
deliver  over  to  the  banking  department  an 
amount  of  notes,  exactly  ecpial  to  the  securities, 
coin  and  bullion,  so  deposited  with  them.  The 
Bank  was  then  forbidden  to  increase  the  amount 
of  securities  in  the  issue  doiiartment ; but  it 
might  diminish  them  as  much  as  it  pleased,  and 
increase  tliem  again  to  the  limit  defined,  but  no 
further.  The  banking  department  was  forbidden 
to  issue  notes  to  any  person  whatever,  except  in 
exclumge  for  other  notes,  or  such  as  they  received 
from  the  issue  de|tartmeut  in  terms  of  the  Act. 
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III.  The  proportion  of  silver  bullion  in  the 
issue  department,  on  which  notes  were  to  be 
issued,  w;is  not  at  any  time  to  exceed  one-fourth 
part  of  the  gold  coin  and  bullion  held  at  the 
time  by  tbe  issue  dei>artmeiit. 

IV.  All  peisons  whatever,  from  the  31st 
August,  1844,  were  to  be  entitled  to  demand 
bank  notes  in  exchange  for  standard  gold  bullion, 
at  the  rate  of  £3  1 7s.  9d.  per  ounce. 

V.  If  any  banker,  who  ou  the  6th  May,  1844, 
was  issuing  his  own  notes,  should  cease  to  do  so, 
it  should  be  law'ful  for  the  crown  in  council  to 
authorize  the  Bank  to  increase  the  amount  of 
securities  in  the  issue  department  to  any  amount 
not  exceeding  two-thirds  of  the  amount  of  notes 
withdrawn  from  circulation. 

VI.  Weekly  accounts  in  a specified  form  were 
to  be  transmitted  to  Government,  and  published 
in  the  next  London  Gazette. 

VII.  From  the  same  date  the  Bank  was  relieved 
from  all  stamp  duty  on  their  notes. 

Vm.  The  annual  sum  payable  by  the  Bank  for 
their  exclusive  privileges  should  be  increased 
from  £120,000,  as  settled  in  1833,  to  £180,000. 
Ami  all  profits  derived  by  the  Bank  from  the  in- 
crease of  their  issues  above  the  £14,000,000,  as 
l>rescribed  by  the  Act,  should  go  to  the  public. 

IX.  After  the  jmssing  of  the  Act,  no  person 
other  than  a banker  who  was  lawfully  issuing 
his  own  notes  on  the  6th  May,  1844,  slnnild  issue 
bank  notes  in  any  part  of  the  United  Kingdom. 

X.  After  the  passing  of  tlie  Act,  it  was  for- 
bidden to  any  banker  to  draw,  accept,  inaki*,  or 
issue  in  England  or  Wales,  any  bill  of  exchange, 
or  promissory  note,  or  engagement  for  the  pay- 
ment of  money  payable  to  bearer  ini  demand,  or 
to  borrow',  owe,  or  take  up  in  England  or  Wales, 
any  sum  or  sums  of  money,  on  the  bills  or  notes 
of  such  banker  payable  to  bearer  on  demand, 
except  such  bankers  as  were  on  the  6th  May, 
1844,  issuing  their  own  bank  notes,  wlio  were 
allowed  to  continue  their  issues  in  such  manner, 
and  to  such  extent,  as  afterwards  provided.  'I'ho 
rights  of  any  existing  firm  were  not  to  be  affected 
by  the  withdrawal,  change,  or  addition  of  any 
partner,  provided  the  wlmle  number  did  not  ex- 
ceed six  persons. 

XI.  Aliy  banker  who  ceased  to  issue  his  own 
notes,  fi'om  any  reason  whatever,  after  the  Act, 
was  not  to  resume  siicli  issues. 

XII.  All  existing  lianks  of  issue  were  forth- 
with to  certify  to  the  commissioners  of  stamps  and 
taxes  the  place,  and  name  and  firm,  at,  and  under 
which,  they  issued  notes,  during  the  tw'clve  weeks 
next  preceding  the  27th  April,  1844.  The  com- 
missioners w'ere  then  to  ascertain  tlie  average 
amount  of  each  bank’s  issues,  and  it  should  be 
lawful  for  such  banker  to  continue  his  issues  to 
that  annuiut,  provided  tiiat,  on  an  aver;ige  of  four 
weeks,  they  were  not  to  exceed  the  average  so 
ascertained. 

XIII.  If  any  tw*o  or  more  banks  of  issue  had 
become  united  during  that  twelve  weeks,  the 
united  bauk  might  issue  in.>tes  to  the  aggregate 
amount  of  each  separate  bank. 

XIV.  The  commissioners  Avere  to  issue  in  the 
Loudon  Gazette  a statement  of  the  authorized 
issues  of  each  bank. 

XV.  If  two  or  more  banks  afterwards  became 
united,  each  of  less  than  six  partners,  then  the 
commissioners  might  authorize  them  to  issue 
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notes  to  the  amount  of  their  st*parate  issues.  But 
if  the  number  of  the  nuitt‘il  bank  exceeded  six, 
their  tirivilege  of  issuing  notes  was  to  cease. 

XYI.  If  any  banker  exceeded  his  authorized 
issues  he  was  to  forfeit  the  excess. 

XVII.  Every  bank  of  issue  was  to  send  a 
weekly  account  of  its  issues,  which  was  to  be 
published  in  the  London  Gazette. 

XVII I.  The  mode  of  taking  the  average  was 
laid  down,  and  bankers  were  to  permit  their 
btioks  of  account  to  be  inspected  by  a govern- 
ment otiicer,  projierly  ajjpointed,  ami  to  make  a 
return  to  government  tnice  every  year,  within  the 
tirst  fortnight  in  January. 

XIX.  The  Bank  of  England  was  allowed  to 
compound  with  jn-ivate  banks  of  issue,  to  with- 
draAv  tlieir  own  notes,  and  issue  Bank  of  England 
notes,  for  a sum  not  exceeding  1 per  cent,  per 
annum,  uj>  to  the  1st  August,  1850. 

XX.  All  banks  wliatever  in  London,  or  within 
()5  miles  of  it,  were  allowed,  after  the  ])assing  of 
the  Act,  to  draw,  accept,  or  indorse  bills  of  ex- 
change, not  bt‘ing  ])ayable  to  bearer  on  demand. 

XXI.  The  privileges  of  the  Bank  were  to  con- 
tinue till  twelve  months*  notice,  to  be  given  after 
1st  August,  1855,  and  rei»ayment  of  the  imblic 
debts,  ami  all  other  debts  whatever. 

Such  are  the  leading  jirovisions  of  Sir 
Bobert  Peers  Act,  which  was  meant  to  carry  out 
a particular  theory  of  currency,  which  we  have 
no  hesitation  in  atfirming,  is  one  of  the  most 
stuiiendoiis  delusions  on  the  subject  any  one  ever 
conceived.  For  it  was  a formal  inauguration  of 
the  ‘‘  Currency  principle,*'  which  is  this : that 
“ A paper  cvrrency — meaniu}'  therehy  bank  notes^ 
payable  to  hearer  on  demand — should  alwaya  heex^ 
acfly  equal  in  amount  to  ivhnt  a meUdlic  currency 
would  /;p,  if  they  did  not  cj'/.sY."  This  is  the  theory 
which  the  strenuous  advocates  of  the  Act  always 
boast  that  it  carries  out.  But  tln-y  only  exhibit 
their  own  i)rofound  ignorance  of  the  niechaui.sm 
of  banking.  In  the  tirst  place,  it  is  quite  clear 
that  the  issue  of  £14,000,000  of  notes  is  so  much 
in  excess  of  the  nutallic  currency.  The  Bank 
gave  £14,000,000  of  sovereigns  in  jmrehase  of  these 
securities  ■which  are  in  circulation,  and  tlieii  it  is 
allowed  to  create  an  additional ?\\\w  of  £14,000,000 
in  bank  notes,  which  are  also  in  circulation. 
Can  any  man  in  his  senses  deny  that  this  opera- 
tion oovules  the  quantity  of  currency  to  that 
extent?  And  this  is  the  necessary  result  of  all 
plans  of  issuing  notes  on  the  basis  "of  securities  ; 
because  it  is  (piite  clear  that  the  securities  must 
tirst  be  bought  with  money,  ami  then,  after  that, 
au  e(pial  amount  of  notes  are  created,  which  are 
also  treated  as  money.  It  is  quite  dear,  then, 
tliat  tliosc‘  persons  who  assert  tliat  the  Bank  Act 
of  1844,  carries  out  the  “ CuiTcncy  juuuciitle,” 
assert  this  proposition  ; — : 

£14,000,000  + £14,000,000,  = £14,000,000.  I 
But,  further  than  that,  it  is  the  universal  belief 
that  this  Act  prevents  banks  creating  instruments 
of  credit,  and  that  bankers  lunv  only  lend  out  the 
money  they  receive.  But,  in  the  preceding  sec-  , 
tions,  we  have  shewn  that  this  is  a complete  de-  I 
lusiuii.  We  have  shewn  that  Ihe  business  of  \ 
banking  consists  in  crkatino  liabilities,  and 
that  the  almost  imiversal  idea  that  the  Joint 
Stock  Banks  have  £40,000,000  of  bond  fide  j 
deposits  in  cash  with  them,  is  a complete  fallacy,  | 
and  that  these  figures  are  the  M'usTixrTEs  and 


REPRESENTATIVES  of  tlic  oUl  bank  notes.  Conse- 
quently, the  business  of  banking  in  London  con- 
sists in  creating  millions  of  promises  to  pay  every 
day.  Hence,  to  shew'  the  full  error  of  those  w'ho 
think  that  the  Bank  Act  of  1844  carries  out  the 
currency  principle,  we  may  say  that  they  must 
believe  that  tw'ick  fourteen  millions  plus  an  ?«- 
definite  number  of  millions^  is  equal  to  fourteen 
millions!!  “ Etre  dupe  d’autrui,^*  says  Bastiat, 
“ n'est  pas  deja  tres  jilaisant ; mais  employer  le 
vaste  appm-eii  representatif  a se  dui>er  soi-meiiie, 
a se  dujjer  doiiblement,  et,  dans  une  affaire  de 
mimeratioii^  voila  qui  est  bien  propre  a rabattre 
un  pen  Torgueil  du  siecle  des  lumieres!' 

*237.  But  passing  over  a mere  belief  in  a 
theory,  wiiose  correctness,  or  the  contrary,  this  is 
not  the  place  to  inquire  into,  wliicli  we  have  dime 
elsewh'TC — (Ccrbexcy  Frixciple) — this  Act  did 
what  all  the  authorities  of  gi’eatest  note  up  to  that 
time,  and  including  Sir  Robert  Feel  himself,  had 
solemnly  protested  against,  it  imposed  a ni  me- 
RICAL  LIMIT  ON  THE  ISSVES  OF  THE  BaNK  OF 
England.  We  have  shewn,  under  tlieir  respec- 
tive heads,  that  the  most  eminent  anthoritie.s,  in- 
cluding Sir  Robert  Feel  himself,  had  declared 
that  there  were  times  of  difficulty  and  danger, 
when  a judicious  increase  of  accommodation 
Avas  the  true  remedy  to  be  adopted;  and  in  1833 
Sir  Kcfbert  Feel  himself  had  protested  against 
the  iu^titlltiou  of  another  bank  of  issue  in  the 
metro]»olis,  beciiuse  it  w'ould  hani|)er  the  action 
of  the  Bank  of  England  in  supporting  public 
credit.  But  in  1844  he  had  totally  changed  his 
oiiinioii.  He  expressly  took  away  this  poAver 
from  the  Bank.  The  fact  A\'as,  the  tlieory  he 
seemed  to  adopt  was  that  all  the  preceding  crises 
had  bt*en  caused  by  the  improper  issues  of  the 
Bank  of  England  and  other  banks,  and  if  these 
could  be  prevented,  there  could  be  no  crisis,  and 
coiiseipiently  no  necessity  for  this  poAver.  More- 
over, tlie  autliors  of  the  Act  of  1 844  flattered  them- 
selves that  for  every  five  sovereigns  that  left  the 
country,  a five  pound  note  must  be  AvithdraAvii 
from  circulation.  ^\  Q sliall  see  shortly  hoAv  these 
expectations  were  fulfilled.  Sir  Robert  Feel 
alleged  that  this  Act  Avas  tiie  complement  of  the 
Act  of  1819,  now  Ave  hav'e  sheAvu — {Elements  of 
Political  Economy,  chap.  VII. ; and  Fapek  Cur- 
rency)— that  this  idea  is  a coiiqilete  fallacy,  and 
that  the  Act  of  1819  and  the  sentiments  and  opi- 
nions of  its  authors,  are  founded  on  a totally  dis- 
tinct theory  of  paper  cuiTeiicy  to  the  Act  of  1844, 
and  the  opinions  of  its  supporters.  In  tlie  same 
Session  au  Act  for  the  regulation  of  Joint  Stock 
Banks  was  passed,  Avhich  having  been  foiiml  to  be 
nothing  but  a miscliief  and  a nuisance,  has  been 
totally  repealed! 

238.  Owing  to  tlie  good  harvests  of  1842,  1843, 
and  1844,  the  bullion  in  tlie  Bank  accumulated 
very  rapidly  during  those  years,  and  a very  large 
quantity  of  money,  Avliich  the  nation  must  other- 
Avise  have  spent  in  food,  Avasset  free  for  cimimer- 
cial  jntrposes.  Other  circumstances  occurred  at 
the  same  time,  to  liberate  a large  quantity  of  the 
capital  of  the  country  from  its  accustomed  use, 
and  to  render  it  apifiicable  to  commercial  pur- 
poses. These  have  been  very  clearly  and  ably 
pointed  out  by  Mr.  James  Wilson. — (Wilson, 
James). 

239.  The  Act  of  1844  having  placed  an  abso- 
lute limit  upon  tlie  discretion  of  the  Bank  in 
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issuing  notes.  Sir  Robert  Peel  said  that  he  tliought 
that  banking  business  could  not  be  too  free  and 
unrestrained.  The  extraordinary  accumulation 
of  capital,  arising  from  the  circumstances  avc 
have  just  alluded  to,  loAvcred  the  market  rate  of 
discount  to  1}  and  2i  on  the  best  bills,  and  the 
Bank  of  England  immediately  conformed  to  the 
market  rate  on  tlie  passing  of  the  Act,  and 
reduced  its  rate  from  4 ]>er  cent,  to  2^  for  the 
best  bills.  The  day  the  Act  came  into  operation 
the  Avhole  of  the  discounts  Avere  done  at  IJ,  and 
they  continued  at  that  rate  for  a fortnight,  Avlieii  I 

I some  Avere  done  at  2 per  cent. ; and  up  to  the 
26th  October  a considerable  portion  was  done  at 
From  this  date,  hoAvever,  up  to  October, 
1845,  the  rate  Avas  2^;  in  XoA*ember,  1845,  tlie 
rate  was  suddenly  raised  to  3^,  ami  continued  .at 
that  figure  till  August,  1846,  Avlieii  it  Avas  lowered 
I to  3 per  cent.  These  rates  being  governed  by 
i the  fioAV  of  bullion,  Avhich  diminished  from  15^  I 

J millions,  Avhen  the  Act  of  1844  passed,  to  13J  | 

millions  in  November,  1845;  after  Avhich  it  in- 
creased again  to  above  16  millions  in  August, 
1846,  and  then  began  steadily  to  decline,  till  it 
reached  its  minimum  in  the  great  crisis  of  Octo- 
ber, 1847. 

240.  The  first  failure  of  the  potato  crops  in 
Ireland  in  1845,  and  the  railw'ay  mania  of  that 
year,  must  be  in  the  recollection  of  most  of  our 
readers  and  need  not  be  detailed  liere,  nor  had 
they  anything  to  do  properly  Avith  the  manage- 
ment of  the  Ihink,  Avhose  sole  duty  it  Avas  to  look 
I to  its  OAvn  aftairs,  and  preserve  its  oAvn  staliility. 
The  calamity  of  1846  Avas  far  more  severe  and 
extensive  than  that  of  the  preceding  year.  It 
Avas  absolutely  certain  that  au  immense  quantity 
j of  bullion  would  require  to  be  exported  in  pay- 
I meiit  of  the  grain  it  AV'ould  be  necessary  to  import. 
Accordingly,  from  the  middle  of  September,  1846, 
a steady  and  continuous  drain  of  bullion  set  in, 
but  the  Bank  made  no  alteration  in  the  rale  of 
discount  until  the  16th  January,  1847,  Avheii  the 
bullion  had  fallen  to  £13,949*000,  it  raised  the 
nite  of  discount  to  3^,  and  on  the  23rd  the  bullion 
having  been  further  diminished  by  £500,000,  it 
raised  the  rate  to  4 per  cent.  Henceforth  the 
drain  continued  rapidly,  but  the  Bank  still  con- 
tinued to  make  no  alteration  until  the  10th  A]iril, 
Avhen  the  bullion  having  fallen  to  £9,867,000  the 
rate  was  raised  to  5 per  cent.  Here  aa'c  have  the 
same  inveterate  blunder  committed  by  tlie  Bank 

I as  on  so  many  previous  occasions— an  immense 
drain  of  bulliou,  and  yet  none  but  the  most  feeble,  I 
inefficient,  and  puerile  means  taken  by  the  Bank 
to  raise  the  value  of  money  here.  But  tlie  opera- 
1 tioii  of  the  Bank  at  this  time  is  an  excellent 
example  of  the  self-acting  nature  of  the  Act  of 
1844.  We  need  only  observe  that  the  banking 
capital  of  tlie  Bank  of  England  at  this  time  Avas 
£14,000,000,  based  upon  public  securities,  together 
)vitli  notes  representing  as  much  bullion  as  there 
is  in  the  issue  department.  Consequently  tlie 
notes  held  in  reserve  mu.st  ahvays  be  equal  to  the 
I difiereuce  betAveen  the  notes  in  circulation,  or 
held  by  the  public,  and  the  sum  of  £14,000,000 
added  to  the  (puintity  of  bullion,  Xow  Ave  have 
seen  that  tlie  intention  of  tlie  framers  of  the  Act 
of  1844  Avas,  that  as  the  bullion  diminislied  the 
notes  in  the  hands  of  the  jmblic  sliould  be  di- 
luinished  in  conformity  to  the  “currency  priii- 
cii)le."  Noav  Avhat  did  the  dii'cclors  do  ? Instead 


of  reducing  the  notes  in  circulation,  or  held  by 
the  public,  they  thrcAv  the  Avhole  diminution  on 
their  OAvn  reserves!  On  the  29th  August,  1846, 
the  notes  held  by  the  public  A\*ere  £20,426,000, 
tlie  bullion  Avas  £16,366,000,  and  the  notes  in 
reserve  w'ere  £9,450,000;  after  this  a very  scA'ere 
and  continuous  drain  of  bullion  took  place,  but 
no  perceptible  alteration  AvliatCA’cr  was  made  in 
the  notes  in  circulation,  but  the  notes  in  reserA’e 
rajiidly  diminished.  On  the  10th  Ajiril,  1847, 
the  notes  in  circulation  Avere  £20,243,000,  the 
bullion  Avas  £9,867,000,  and  the  notes  in  reserve 
£2,558,000.  Consequently  nothing  could  be  a 
more  total  and  complete  failure  of  tlie  Act  of 
1844,  on  the  very  first  occasion  its  services  Averc 
required. 

241.  The  number  of  notes  held  in  reserve  in 
the  banking  department,  under  tlie  iieAv  system 
of  1844,  corresponded  in  eflbet  very  much  to  the 
amount  of  the  bullion  held  by  the  Bank  before  its 
division.  When,  therefore,  the  public  saAv  that 
the  Avhole  banking  resources  of  tlie  Bank  Averc 
reduced  to  £2,558,000,  a complete  jianic  seized 
both  the  public  and  the  directors.  The  latter 
adopted  measures  of  extreme  severity  to  check 
the  demand  for  notes.  The  rate  was  raised  to  5 
per  cent.,  and  this  aa'os  made  applicable  only  to 
bills  having  a very  fcAv  days  to  run,  and  a limit 
w-a.-^  placed  upon  the  amount  of  bills  discounted, 
hoAA’CA'er  good  they  might  be.  Merchants  avIio 
had  recei\*ed  loans  Avere  called  upon  to  repay 
them  AA'ithout  being  permitted  to  reiieAv  them. 
During  some  days  it  Avas  impossible  to  get  bills 
discounted  at  all.  These  meitsures  were  ctfectual 
ill  stopping  the  efflux  of  bullion,  and  a .vio//  of 
£I00,(X)0  in  sovereigns,  which  had  been  actually 
shipped  for  America,  was  relanded.  During  this 
period  the  rate  of  discount  for  the  best  bills  rose 
to  9,  10,  and  12  ]>er  cent.  During  all  this  time 
the  price  of  Avheat  continued  steadily  to  rise, 
iiotAvithstandiug  the  mouetary  pressure ; and  at 
the  close  of  May,  the  t»rice  on  one  occasion  reached 
131s.  in  the  WiudsfU*  market.  The  foreign  ex- 
changes, which  had  been  ad\'erse  to  the  country 
during  the  latter  part  of  1846,  and  the  beginning 
of  1847,  from  the  immense  quantity  of  foreign 
corn  Avhich  Avas  imported,  became  favourable  in 
tlie  middle  of  A}n*il,  partly  owing  to  the  great 
monetary  pressure. 

242.  The  pressure  juissed  ofi*  after  the  first 
week  in  May,  having  lasted  about  three  Aveek.s, 
and  bullion  began  to  Aoav  in  after  the  24th  of 
April,  until,  at  the  end  of  June,  it  amounted  to 
£10,526,000,  the  notes  in  circuhitiou  being 
£18,051,000,  and  the  notes  in  reserve  £5,625,(XK.». 

243.  The  conduct  of  the  Bank  in  keeping 
doAvu  the  rate  of  discount,  Avheii  a rapid  drain 
Avas  going  on,  and  the  foreign  exchanges  were 
unfavourable,  was  the  exact  counterpart  of  Avhat 
it  had  done  on  so  many  previous  occasions,  and 
excited  much  comment  and  adverse  criticism  by 
the  Avhole  commercial  community  of  London. 
The  market  rate  rose  decidedly  alioveit,  so  that  a 
rush  for  discounts  Avas  made  to  the  Bank,  which 
were  no  sooner  obtained  in  notes,  than  the  holders 
of  them  Aveut  inunediately  to  the  issue  department 
to  demand  gold  for  them.  But  we  have  uoticed  in 
the  preceding  account  une  fact  of  immense  impor- 
tance. The  Bank  raised  the  rate  of  discount  and 
gold  which  had  been  already  shipped  was  relanded. 
This  is  a decisive  instance  of  the  doctrine  we  haA*e 
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proved,  that  the  rate  of  fUscovnt  is  the  trtte  mode  of  I 
controlling  the  paper  currency  and  the  movements 
of  bullion.  ( Elements  of  Political  Economy., 
chap.  V.  Theory  and  Practice  of  Banhing^  chap. 
XIII.  DijicorNT.) 

244.  Tlie  cnoniumsly  high  ]n*ice  of  grain, 
wliich  liad  no  parallel  since  1812,  had  the  natural 
effect  of  tempting  a great  miiuber  of  houses  to 
enter  into  speculations  for  the  import  of  grain, 
far  beyond  their  j>ower  to  sui>port.  The  enonnous 
importations  in  May,  June,  and  July,  coupled 
with  the  very  favourable  ai)pearance  of  the 
harvest,  caused  a heavy  and  continuous  fall  in 
the  price  of  grain,  and  tlie  reports  of  the  potato 
mip  being  very  favorable,  the  price  of  wheat  fell 
to  49s.  ()d.  in  Seitteinber.  This  tremendous  fall 
in  the  ]>rice  of  wheat  was  fatal  to  the  houses 
which  had  speculated  in  it.  Moreover,  that 
hideous  nuisance  which  aUvays  flourishes  with 
noxious  luxuriance  in  times  of  speculation — 
accommodatuni  paper — was  extensively  i>reva- 
lent.  The  failures  in  the  corn  trade  began  in 
August,  and  continued  to  increase  in  number  and 
magnitude  till  past  the  middle  of  October. 

245.  As  we  have  given  a full  account  of  this 
great  crisis  in  its  proper  place  (Ckisis,  Commek- 
ci  Ai.),  we  shall  not  enlarge  upon  it  here.  It  is 
surticient  to  .say  that  from  Monday  the  18th  to 
Saturday  the  2Jrd  it  was  at  its  height ; — that  for 
a considerable  time  the  Bank  attempted  to  carry 
out  the  restrictive  j)olicy  as  they  had  done  in 
1825,  and  that  at  length  the  ministry  took  upon 
themselves  to  advise  the  Bank  to  break  through 
the  itrovisiuns  of  the  Act,  and  advance  notes 
freely  wherever  they  judged  it  prudent,  but  at  a 
very  high  rate  of  discount — not  less  than  eight 
per  cent. — and  that  tins  policy  was  comj>letely 
successful,  and  immediately  allayed  the  panic. 
Thus  following  exactly  the  principles  of  the  Bul- 
lion Uei>ort. 

246.  The  ministry  having  authorized  the 
Bank  to  commit  a breach  of  the  Act,  felt  bound 
to  meet  Parliament  as  soon  as  possible.  In  the 
debate  that  took  place,  Sir  Robert  Peel  felt  par- 
ticularly called  niJoii  to  come  forward  and  defend 
the  Act  of  1844.  After  defending  himself  from 
some  minor  charges,  he  protested  against  singling 
out  individual  members  of  l*arliainent,  and 
making  them  responsible  for  the  acts  of  the  whole 
legislature,  lie  said  that  some  persons  alleged 
that  the  Act  of  1844  had  been  passed  without 
due  inquiry,  but  he  recounted  the  committees  that 
had  sat  for  flve  years,  and  had  asked  upon  the 
whole  upwards  of  14,000  questions — questions 
and  answers  witliout  end — Imt  with  no  practical 
result  from  those  apparently  interminable  in- 
vestigations. The  last  committee  hud  closed  its 
labcirs  without  any  practical  results.  At  last  the 
ministers  determined  to  bringforward  a measure  on 
their  own  responsibility,  which  had  been  carried 
by  extraordinary  majorities ; but  nevertheless, 
if  it  could  l>e  shown  that  the  Act  of  1844 
could  be  amended,  that  it  ought  to  be  done. 
He  said,  “There  has  been  some  misapprehension 
resi»ecting  the  objects  of  this  Act.  I do  not  deny 
that  one  of  the  objects  contemplated  by  the  Act  icas 
the  prevention  of  the  convidsions  that  had  heretofore 
occurred.,  in  consequence  of  the  neglect  by  the  Bank 
of  England  to  take  early  precautions  against  the 
irithilnncal  of  its  treasure.  I did  hope,  that  al- 

ilHUigh  ilii  rr  wa.^  no  imperative  i>bligatiou  on  the 


Bank  of  England  to  take  these  precautions,  tliat 
the  experience  of  1825,  1836,  and  1839,  would 
have  induced  that  establishment  to  conform  to 
]u*inciples  which  the  directors  of  the  Bank  ac- 
knowledged to  be  just,  and  which  they  had  more 
than  once  professed  to  a<lopi  for  their  own  regula- 
tion. Sir,  I am  bound  to  say  that  in  that  hope, 
that  ill  that  object  of  the  bill,  1 have  been  disap- 
lioiiited.  1 am  bound  to  admit,  seeing  the  extent 
of  commercial  tieitression  which  has  prevailed, 
and  the  number  of  houses  which  have  been  swept 
UAvay,  some  of  which,  however,  I think  were  insol- 
vent long  before  the  bill  came  into  operation,  and 
others  of  which  became  insolvent  in  consequence 
of  the  failure  of  those  who  were  connected  witli 
them,  and  were  imprudent  in  their  spocuhiti(Uis,  1^ 
am  bound  to  admit  that  that  purpose  of  the  Bill  of 
1844,  v hich  sought  to  impress  if  not  a legal,  at 
least  a moral  obligation  on  the  Bank  to  jirevent 
the  necessity  for  measures  of  extreme  stringency 
by  time  ly  precautions,  has  not  been  fulfilled.  Sir, 

1 must  contend  that  it  was  in  the  jiower  of  the 
Bank,  if  not  to  prevent  all  the  evils  that  have 
arisen,  at  least  greatly  to  diminish  their  force. 
If  the  Bank  had  possessed  the  resolution  to  meet 
the  coming  danger  by  a contraction  of  its  issues, 
by  raising  the  rate  of  discount,  by  refusing  much 
of  the  accommodation  they  granted  betAveen  the 
years  1844  and  1846 — if  they  had  been  firm  and 
determined  in  the  adoption  of  these  precautions, 
the  necessity  for  extrinsic  interference  might  have 
been  prevented,  it  might  not  then  have  been  neces- 
sary for  the  government  to  authorise  a violation 
of  the  Act  of  1844.  * * * The  Bill  of  1844  had 
a triple  object.  Its  first  object  teas  that  in  which 
I admit  it  has  failed.,  namely,  to  prevent  by  early 
and  gradual,  severe  and  sudden  contraction,  and 
the  panic  and  confusion  inseparable  from  it.  But 
the  Bill  had  at  lecist  two  other  objects  of  at  least 
equal  im])ortaiice — the  one  to  maintain  and  gua- 
rantee the  convertibility  of  the  paj)er  currency 
into  gold  ; the  other  to  prevent  the  difliculties 
which  arise  at  all  times  frtun  undue  speculation, 
being  aggravated  by  the  abuse  of  paper  credit  in 
the  form  of  promissory  notes.  In  these  two  ob- 
jects my  belief  is  that  the  Bill  has  completely 
succeeded.  ^ly  belief  is  that  you  have  had  a gua- 
rantee for  the. maintenance  of  the  principle  of  con- 
vertibility such  as  you  never  had  before.  My 
belief  also  is,  that  whatever  difliculties  yon  are 
now  suttering  from  a combination  of  variotrs 
causes,  those  difliculties  would  have  been  greatly 
aggi'avated  if  yon  had  not  wisely  taken  the  pre- 
caution of  checking  the  unlimited  issues  of  the 
notes  of  the  Bank  of  England,  of  joint  stock 
banks,  and  private  banks.”  Sir  Robert  Peel 
then  entered  into  a most  able  description  of  the 
true  e\\\s  the  country  w'a.s  suftering  under,  which 
arose  from  the  enormous  destruction  of  capital 
by  the  dearth  of  food,  and  the  unusual  absorp- 
tion of  capital  in  one  channel  of  commerce,  the 
construction  of  railroads,  which  were  not  yet 
remunerative.  He  shewed  the  absunlity  of  ex- 
pecting to  have  cheap  money,  while  capital  was 
* scarce.  He  cordially  approved  of  the  c<mrse  the 
(iovermnent  had  taken  in  not  issuing  the  letter 
! sooner  than  they  did,  and  in  doing  it  when  they 
i did.  This  AT  ONCE  An  vNDoMXfi  THE  Currency 
Principle,  and  going  back  to  his  old  opinion  that 
I the  Bonk  of  England  ought  to  extend  its  issues  in 
' times  of  commcrciid  crisis.  “ The  true  remedy  for 
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the  state  of  things  the  country  was  suffering 
niider  wa.-«  individual  exertion,  the  limitation  of 
engagements,  the  cessation  of  all  demands  which 
could  be  postponed  ; an  earlier  issue  of  the  letter 
would  have  relaxed  these  necessary  exertions. 
But  to  that  x>ressure  a panic  succeeded,  which 
could  not  be  provided  against,  or  foreseen  by 
legislation,  which  could  not  be  reasoned  with,  and 
which  could  only  be  met  with  by  a discretionary 
assumption-of  power  by  the  Government  suitable 
to  the  emergency.  AVhethcr  any  modification  of 
the  Act  of  1844  was  desirable  was  a (piestion  for 
future  consideration.  His  own  opinion  >vas  in 
favour  of  the  maintenance  of  the  great  principles 
of  that  measure.  If  the  identical  restrictions  were 
not  imposi'd  upon  the  Bank  as  Avere  then  in  force, 
still  there  must  be  some  restrict  ion.s,  for  after  the 
experience  of  1825,  1836,  and  1839,  he,  for  one, 
Avould  not  be  content  to  leave  the  regulation  of  the 
monetary  concerns  of  this  country  to  the  uncon- 
trolled discretion  of  the  Bank.  In  1844,  the 
general  conviction  was  that  it  ought  not  to  be  so 
left,  and  he  for  one  knew  no  better  mode  of  im- 
posing rt'striction  than  that  which  was  devised  by 
the  Act  of  1844.” 

247.  Both  Houses  of  Parliament  appointed 
Committees  to  impure  into  the  causes  of  the  com- 
mercial crisis.  The  Committee  of  the  Commons 
presented  their  Rejjort  on  the  8th  June,  1848. 
It  entered  into  no  scientific  examination  of  the 
correctness  or  the  contrary  of  the  opinions  of  the 
Avitnesscs;  it  aspired  to,  and  attained,  no  higher 
function  than  that  of  acting  as  a kind  of  preface  to 
the  mass  of  evidence,  but  concluded  by  stating 
the  opinion  of  the  Committee,  that  it  Avas  not  ex- 
pedient to  make  any  alteration  in  the  Act  of  1844. 
The  Report  of  the  Committee  of  the  Lords  A\'as  a 
much  more  elaborate  production.  It  not  only 
examined  the  e\ideuce  at  considerable  length,  but 
pronounced  an  opinion  of  its  OAvn,  and  recom- 
mended that  tlie  Act  should  be  so  far  amended  as 
to  introduce  a discretionary  relaxing  pOAver,  Avhich 
Avas  only  to  be  exercised  during  the  existence  of 
a faA'ourable  foreign  exchange. 

248.  After  the  severe  medicine  Avhich  the  body 
commercial  Avas  subjected  to  by  the  gi'eat  crisis  of 
1847,  Avhich  there  can  be  little  doubt  A\*as  of  great 
service,  by  removing  houses  that  had  been  in- 
solvent for  years,  tlie  commerce  of  the  country 
was  established  on  a sounder  footing,  and  for 
several  years  proceeded  Avith  great  prosperity. 
In  1854  Avar  Avas  declared  Avith  Russia,  and  the 
seat  of  it  being  principall}’’  in  the  Black  Sea,  a 
great  demand  fur  shipping  arose,  Avhich,  as 
usual,  caused  much  sx)ecnlative  dealing  in  that 
species  of  proi>erty.  This  occurred  espe- 
cially at  Liverpool  in  the  autumn  of  1854,  and 
led  to  some  very  cxtensiA-e  failures.  The  re\x‘- 
hitioiis  Avhich  ensued  from  these  failures,  dis- 
closed that  the  same  inveterate  and  abominable 
practices  of  accommoilation  paper  Avere  again 
rampant.  Fictitious  bills  to  an  enormous  extent  j 
Were  fabricated  among  persons  Avho  AAxre  in  the  [ 
same  species  of  business,  ami  Avere  negotiated  all  I 
over  the  kingdom.  Nor  Avere  the  evil  effects  of 
these  frauds  confined  to  Li\xrpool,  or  to  that 
time.  Banks  all  over  the  kingdom  Avere  victim-  | 
ized  by  this  gang,  and  a gi'cat  establishment  in  | 
that  town  Avas  deejtly  and  irretrievably  injured,  j 
and  fell  in  1857,  being  one  of  the  causes  of  the 
panic  in  that  year.  iMorcover,  tlie  tUscoveries  of 


gold  ill  Australia  led  to  a A*ast  0A'«*rtradiug  to 
that  country,  and  caused  great  embarrassments 
among  that  class  of  traders.  In  June  the  Inillion 
in  the  Bank  stood  at  T18.169,000,  Avhen  an  ex- 
tremely seA'ere  drain  began,  and  by  the  I3ih 
October  if  aa*us  reduced  to  1,752,000,  Avhich  is 
by  far  the  scA'erest  on  record.  What  the  causes 
ofthisAA'cre  it  does  not  concern  ns  to  inquire. 
The  only  thing  that  concerns  us  is  the  conduct 
of  the  Bank.  On  this  occasion  it  acted  Avith  a 
promptitude  ami  decision  most  favorably  Cfui- 
trasted  Avith  its  former  errors.  The  rate  of  dis- 
count was  rapidly  raised  to  enhance  the  value  of 
money ; on  no  former  occasion  Avas  the  rise  so 
rapi<l  and  extensiA'e  in  so  short  a time,  but  the 
effect  priKliiced  Avas  most  salutary  ; altliough 
there  Avas  a considerable  jircssiire,  there  was  no 
panic.  In  order  to  sIioav  clearly  the  different 
mode  of  action  miopted  by  the  Bank,  avc  may 
give  the  following  figures  : — 
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On  the  29th  December  tlie  Economi.sf  said, 
“The  money  market  continues  as  stringent  as  it 
can  AA  oll  be,  and  no  bills  can  be  diseouiited  nmler 
the  Bank  rates.  Paper  at  long  dates  cannot  be 
discounted  on  any  terms.  The  great  extent  of 
our  trade,  as  indicated  by  the  returns  for  No- 
A'ember,  confirms  the  suspicion  aAvakeiied  by  the 
continued  demand  for  money,  that  trade  has  re- 
ceived  no  serious  check  from  the  advance  in  the 
rate  of  discount.,  and  is  still  more  extt.msive 
than  prudence  Avarrants,  or  in  the  end  Avill  be 
justified.” 

249.  This  most  judicious  conduct  on  tlie  part 
of  the  Bank,  Avhich  merited  nothing  but  the  most 
unqualified  commendation,  excited  a gi’eat  clatter 
amongst  a certain  number  of  peojile,  Avho  think 
that  money  is  to  be  created  ad  libitum  by  Avriting 
“ promises  to  [tay  ” on  bits  of  pajier,  Avheu  there  is 
no  money  to  ]>ay  them  Avith,  and  avIio  think  it 
possible  to  semi  one’s  money  abroad,  and  also  to 
iiave  it  at  home.  I'he  papers  Awre  filled  for 
Aveeks  Avith  letters  ami  articles  exhibiting  all  the 
rank  follies  Avhich  AAcre  once  prevalent  on  the 
subject  of  the  price  of  corn,  and  Avhich  have  been 
so  admirably  exposed  by  Adam  Smith.  But  in 
this  respect,  a most  marked  and  healthy  change 
has  been  of  late  years  most  manifest  in  the  ma- 
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jority  of  pitblic  -writers.  The  ^eat  majority  now  1 
iniderstaml  that  the  rate  of  discount  is  the  true  | 
reptdatiug  power  of  the  paper  currency,  and  in- 
stead of  assailing  the  Hank  with  howls  and  exe- 
cration when  it  does  its  <luty  in  raising  its  rate, 
they,  Mith  a few  exceptions,  now'  universally 
coimnend  it.  This  is  great,  real,  and  scmnd  pro- 
gress in  the  spread  of  true  economic  science. 

ii50.  At  the  end  of  this  year  the  Queen  exer- 
cised the  power  reserved  in  the  Act  of  1844,  to 
enable  the  Hank  of  England  to  extend  its  issues 
to  not  more  than  two-thirds  o\'  the  amount  of  those 
t»f  ajiy  banks  of  issue  that  might  cease  to  issue 
notes.  From  the  passing  of  tlie  Act  up  to  this 
period  forty-seven  banks,  whose  authorized  issues 
amounted  to  £7 1*2, (>*23,  ceased  to  issue  their  own 
notes,  and  on  the  13th  December,  1855,  the  Queen 
in  Council  issued  an  order  authorizing  the  Hank 
of  England  to  increase  its  issues  to  the  amount  of 
£475,000  upon  jmblic  securities.  Hut  this  is  not 
the  entire  bona  fide  increase  to  the  issuing  power 
of  the  Jiank.  Ftu*  in  the  year  1854  the  clearing 
house  was  organized  on  a better  plan  (Clearing 
IIocse),  and  whereas  before  that,  an  average 
amount  of  £200,000  of  bank  notes  were  re(iuired 
to  adjust  its  transactions,  by  the  new'  system 
these  were  totally  dispensed  with,  and  no  notes  at 
all  are  now  required.  IMoreover,  by  the  admis- 
sion of  the  joint  stock  banks  to  the  clearing  house, 
tliey  are  saved  from  keeping  an  enormous  amount 
of  notes  to  meet  the  “ bankers*  charges,”  which 
may  safely  be  calculated  at  £500,000.  These 
notes,  tlu  refi»re,  are  now  available  to  the  Hank  to 
use  for  commercial  j>ur]>oses,  and  conse<tuently 
are  to  be  considered  as  so  much  additional  power 
of  issue  to  the  Hank,  which  has  thus  in  reality 
acquired  an  increased  power  of  issue  to  the 
amount  of  £1,175,000,  since  the  Act  of  1844.  Up 
to  February,  1857,  seven  other  banks,  whose 
aggregate  issues  amounted  to  £111,0*20,  have 
ceased  to  issue  notes,  but  no  further  power  has 
yet  l»een  granted  to  the  Hank  to  extend  its  issues. 

251.  For  sevt*ral  months  after  tlie  beginning 
of  1856,  the  motley  market  continued  in  a state  of 
great  '•‘tightness,”  and  the  bullion  in  the  Hank 
scarcely  varied.  Tlie  lowest  was  on  the  26th 
April,  when  it  stood  at  £9,081,675;  after  that  it 
gradually  rose,  and  the  rate  of  discount  fell  in 
summer  to  about  4^  and  4^,  but  in  October  the 
bullion  fell  very  considerably  again,  and  discount 
rose  to  7 and  8 iier  cent.,  and  a pressure  followed, 
of  about  the  same  severity  as  in  1855,  and  con- 
tinued with  very  little  variation  to  the  end  of  the 
year. 

25*2.  The  year  1857  opened  with  money  at  a 
comparatively  high  rate,  which  gradually  some- 
what abated,  but  after  a teinjmrary  relaxation, 
discount  in  April  rose  again  to  7 and  8 per  cent. 
'I'lie  bullion  continued  all  the  time  in  a low  and 
unsatisfactory  condition,  owing  to  the  extraordi- 
nary activitv  of  trade,  and  the  demand  for  it  for 
f»»rcign  enterprises.  Trade  in  this  year  a.^sumed 
that  sudden  and  unusual  increase,  which  ample 
experience  now*  enables  us  to  pronounce  is  always 
to  be  l(K)ked  upon  as  a dangerous  symptom,  and 
as  a sure  precursor  of  a crisis.  However  we  shall 
not  repeat  here  what  we  have  said  elsewhere, 
(Crisis,  Commercial)  where  the  jiathology  of 
Miis  crisis  is  fully  detailed.  There  is  nothingwhich 
in  a banking  point  of  view*  calls  for  special  remark 
during  the  summer,  fn  the  middle  of  September 


the  new  s came  from  America  of  the  stoppage  of  the 
Ohio  Life  uitd  Trmt  Citmpanyy  which  had  always 
been  hi  Id  in  good  estimation,  and  had  paid  a good 
dividend  a few  days  before  it  closed  its  doors.  Its 
busiue.'-s  appears  to  have  been  to  make  advances 
on  the  shares  of  public  companies,  somewhat  si- 
milar to  the  Credit  Mohilier  of  Haris.  In  the  be- 
ginning of  October,  the  Bank  raised  its  discount 
from  5.J  to  6 per  cent.,  and  on  the  10th  to  7 per 
cent.  The  news  then  came  of  further  failures  in 
Amerii-a,  and  discount  rose  rapidly  in  all  the  con- 
tinental markets,  at  Hamburgh  to  9 per  cent.  On 
the  17ih,  the  Hank  raised  its  discount  to  8 per 
cent.  Hy  this  time  the  panic  had  fairly  begun. 

In  the  week  ending  October  31,  the  news  came 
that  all  the  banks  of  New*  York  had  suspended 
cash  payments  in  a body,  and  the  Horongh  Bank 
of  Livi-rpool,  and  a gi‘ea"t  many  other  houses  con- 
nected with  the  American  trade.  On  Thursday, 
Kovember  5,  the  Hank  raised  its  discount  to  9,  and 
on  the  following  Monday  to  10  per  cent.,  but  mat- 
ters only  became  worse  and  worse.  On  the  9th 
November  the  AVestern  Hank  of  Scotland  stopped 
payment.  The  panic  spread  to  Ltuidoii ; ^an- 
derson  & Co.,  the  bill  brokers,  .stopped,  with  liabi- 
lities exceeding  £3,000,000,  and  a run  w’as  begin- 
ning on  the  joint  stock  banks.  They  nearly  all 
stopped  discounting.  On  Wednesday,  November 
11,  the  bullion  in  both  de]>artments  of  the  Hank 
was  reduced  to  £7,170,508,  and  the  reserveof  notes 
to  £957,710.  To  shew*  how  gi'catly  more  severe 
the  strain  upon  the  resources  of  the  Hank  was  in 
1857  tlian  in  1847,  we  may  observe  that  Avhen  the 
government  letter  in  the  latter  year  was  issued, 
the  reserve  of  notes  Avas  still  £2,155,000.  On 
Tlinrsday,  NoAcmber  12,  the  Bank  and  all  its 
branches  commenced  business  with  resources  only 
amoumiiig  to  £957,710,  being  considerably  less 
than  the  amount  it  had  in  ca’sli  Avhen  it  stopped 
payment  in  1797,  and  loAver  than  it  Avas  even  re-  , 
duced  to  in  1825.  At  the  close  of  the  day,  the 
Avhole  reserve  of  the  Hank  and  all  its  branches  in  I 
notes  and  coin  was  £581,000,  being  £131,000  in 
notes,  £358,000  in  gold,  and  £92,000  in  silver 
coin  ; of  which  £384,000  Avas  in  London.  There 
could  l»e  but  one  result.  Immediate  and  universal 
failure.  On  this  day,  the  government  sent  a letter 
to  the  directors  of  the  Hank,  recommending'them, 
if  necessary,  to  disregard  the  proA'isions  of  the  Act 
of  1844,  and  to  make  advances  to  any  amount 
they  deemed  necessary,  upon  ajiproved  security, 
but  at  a rate  of  discouut  not  less  than  10  per  cent. 
The  directors  immediately  acted  upon  this  recom- 
mendation, and  the  panic  Avas  immediately  al- 
layed ! Exactly  as  liad  happened  on  several  pre- 
A'ious  occasions,  and  a.s  the  Bullion  Report  had 
declari'd  ought  to  be  done.  Nor  are  avc  saying 
nnytliing  too  strong,  Avhen  aa'o  say  that  universal 
failun*  w'ouhl  have  ensued  if  the  Act  had  not  been 
suspended,  for  Lord  (^Acrstone  luinself,  the  chief 
supporter  of  the  Act  of  1844,  said  in  the  House  of 
Lords  that  if  it  had  been  maintained  twenty-four 
hours  longer  the  whole  of  the  Joint  stock  banks  of 
London  AAould  ha\*e  been  sw’ept  aAvay. 

253.  The  issues  made  by  the  Hank  in  con- 
sequence of  this  letter  also  proved  hoAv  much 
more  seA'crc  this  crisis  Avits  tliaii  the  preceding 
one.  In  1847  the  issues  after  the  receipt  of  the 
letter  only  amounted  to  £400,000,  and  no  in- 
fringement of  the  Act  toitk  place;  in  1857  the 
issues  in  consequence  of  the  letter  exceeded  the 
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amount  authorized  by  the  Act  by  £2,000,(X)0 ; 
and  immediately  on  the  meeting  of  Harliament, 
an  Imlemiiity  Act  w'as  passed  to  iiroteet  the 
directors  from  the  jienalties  of  the  Hank  Act  of 
1844.  That  Act  Avas  susiieiided  until  the  1st  of 
February,  but  it  Avas  jirovided,  that  if  the  direc- 
tors reduced  their  discount  bcloAv  10  per  cent,  it 
sliould  iinmeiliatcly  revive  again,  and  the  notes 
must  be  reduced  to  their  legal  limits.  The  seve- 
rity of  the  crisis  immediately  turned  the  ex- 
changes in  favor  of  the  country,  and  gold  began 
rapidly  to  floAv  in  ; and  on  Tlinrsday,  December 
24,  the  Hank  reduced  its  discount  to  8 per  cent., 
thereby  immediately  reviving  the  operation  of 
the  Act  of  1844. 

254.  In  1858  tlie  inevitable  consequences  fol- 
loAved  from  the  great  crash  of  1 857.  The  enormous 
mass  of  false  trading  being  cleared  aw*ay,  money 
naturally  lioAved  into  the  Hank,  and  the  quantity 
of  bullion  gradually  and  steadily  increased  u]>  to 
tlie  end  of  the  year.  AVe  may  giA'c  the  folIoAV- 
iiig  ligures  Avhieh  shcAv  distinctly  the  connection 
hetAveen  the  bullion  and  the  rate  of  discount — 
they  exhibit  all  the  changes  in  the  rate  Avhich 
took  place  during  the  last  year. 

1858.  Coin  and  Bullion.  Discount. 

Jan.  7 . . . . £12.1*43.193  ....  6 

„ 14  ....  18,3.")7,107  ....  5 

,.28  ....  1.5.m724  ....  4 

Fob.  4 ...»  15,7U3.niH5  , . . • 3^ 

11  • • * . 10,<>i4.i>4i  ....  3 

Dec.  3 . . . . 18,921,171  .... 

For  a very  considerable  period  before  the  Hank 
made  this  la>t  change,  the  general  market  rate 
had  been  2L  Avhile  the  Hank  kept  their  rate 
oljstinately  ifxed  at  3 per  cent.,  no  one  could  tell 
Avhy.  At  last,  hoAA'ever,  having  maiutained  this 
extraordinary  policy  for  about  ten  AA'ceks,  they 
Avere  obliged  to  comply  Avith  the  laAvs  of  nature, 
and  loAA'er  their  rate  to  per  cent.  The  figures 
in  the  above  table  contrast  most  favourably  with 
those  Avhich  appear  in  1847,  for  Avhile  we  find 
that  in  1847  the  bullion  had  fallen  to  £9,867,000 
before  discount  Avas  raised  too  per  cent.,  in  1858, 
tliat  rate  of  discouut  avhs  maintained  at  that  rate 
until  the  bullion  exceeded  £15,000,000 — a great 
advance  in  sound  iirinciple.  This  year  passed 
aAvay  in  great  tranquillity,  persons  not  yetliaA  ing 
forgotten  the  lesson  of  1857.  Hut  Ave  cannot 
doubt,  judging  by  all  former  cxpei’ience,  that  an 
uneasy  spirit  Avill  soon  bo  abroad  again ; Ave  cannot 
doubt  tliat  the  brood  of  speculators  arc  iioav 
anxiously  casting  about  to  see  if  they  can  plant  the 
seeds  of  the  next  crisis,  and  it  is  the  duty  of  those 
Avho  arc  iioav  at  the  head  of  monetary  affairs  to 
be  on  the  Avatch  to  counteract  all  such  attempts  as 
they  can  detect;  and  in  the  meantime  the  most 
interesting  (piestioii  at  the  present  time,  in  a bank- 
ing point  of  view,  is — AA'hat  is  to  be  the  next 
mania  ? 

On  the  Rise  and  Progress  of  Joint  Stock 
Ranking  in  Kngland. 

255.  It  is  very  commonly  supposed  that 
Joint  Stix?k  Hanks  were  not  permitted  by  hiAv  in 
England  before  1826,  nor  in  the  metropolis  till 
1833,  but  the  preceding  narrative  sIicavs  that  this 
idea  is  incorrect.  Hy  the  common  hiAv,  joint 
stock  companies  of  all  sorts,  including  of  course 
banks,  are  perfectly  legal,  and  consequently,  if 
w*e  wish  to  have  a correct  idea  of  the  matter,  w*e 
must  observe  tliis,  and  then  ascertain  Avhat 


changes  and  nuKlificationsAvcre  made  in  the  com- 
mon laAv  by  successive  Acts  of  Parliament. 

256.  Although  the  first  joint  sbx:k  mania  in 
England  took  place  in  1694,  no  one  at  that  time 
thought  of  getting  up  a joint  stock  bank,  in  (act, 
joint  stock  bank  shares  are  the  A*ery  last  things 
any  one  aa'ouKI  think  of  getting  u])  as  a mere 
speculation.  AVheu  the  Ilank  of  England  Avas 
founded,  it  receiA'Cil  no  monopoly  iu  its  favor, 
and  it  Avas  only  iu  1697,  after  the  disastrous 
failure  of  the  Land  Hank  Seiieme,  and  the  ruin 
of  public  credit,  that  the  Hank  Avas  enabled  to 
obtain  a monopoly.  Hut  eA*en  that  did  not 
afiVet  the  common  laAv  right  to  establish  such 
institutions,  it  only  said  that  no  rival  bank 
should  lie  erected  or  coniitenauced  by  Harlia- 
meut.  None,  hoAvcA'cr,  Avere  formed;  but,  in 

1708,  another  company  began  doing  banking 
business  by  issuing  notes.  The  Hank  then,  iu 

1709,  obtained  the  clause  in  the  Act  of  that  year 
prohibiting  any  company  of  persons  exceeding 
six  in  number,  from  “ borntAving,  owing,  or  tak- 
ing up  money  on  their  bills,  or  notes  payable 
to  bearer  on  demand,”  Avhich  Ave  have  shewn  Avas 
the  Avell  understood  meaning  of  the  Avord  “bank- 
ing” at  that  time.  This  clause  Avas  effectual  up  to 
1742,  Avhen  iu  the  Act  of  that  year,  it  Avas  re- 
enacted in  much  more  full  and  explicit  terms. 
Hut  still  the  restriction  Avas  confined  to  borroAV- 
ing,  or  oAviNG,  money  on  their  bills,  or  notes. 
Consequently  the  new*  method  subsequently  in- 
troduced of  creating  liabilities  by  means  of 
entries  and  cheques,  wliich  Avas  borroAved  from 
the  Dutch  by  our  bankers,  was  not  afiected  by 
the  restrictive  AAords  of  the  Act.  As  soon,  there- 
fore, as  the  London  bankers  discontinued  their 
issues  of  notes,  and  adoi>ted  entries  and  cheques, 
there  w as  no  hiAv  Aviiatever  to  prevent  joint  stock 
banks  being  formed,  and  carried  on  by  that 
method.  Tliis,  hoAvever,  completely  escai>ed  ob- 
servation, and  Ave  can  have  very  little  doubt  that 
if  this  tluAV  iu  the  monopoly  had  been  discovered, 
and  an  attempt  made  to  take  advantage  of  it, 
Parliament  Avonid  immediately  have  put  it  doAvii, 
as  there  can  be  no  p«)ssible  doubt,  but  that  it  Avas 
their  manifest  intention  to  create  a complete  and 
effectual  monopoly  on  behalf  of  the  Hank,  and 
protect  it  from  any  rival  banks  of  any  sort 
whatever.  The  effects  of  this  monopoly,  how*- 
ever,  were  most  disastrous.  Hank  ot  England 
notes  had  no  circulation  beyond  I.,ondon,  and  it 
Avould  not  establish  any  branches  iu  the  country. 
No  other  ]>0Averful  and  Avealthy  banks  could  be 
formed,  the  consequence  was,  that  Avhen  euter- 
]irise  awoke  in  the  country  iu  the  last  quarter  of 

; the  last  century,  and  there  Avas  a great  demand 
for  an  increased  cnrreiiey,  all  sorts  of  petty 
tradesmen  in  all  directions,  grocers,  liiienJrapers, 
clieesemongers,  tailors,  lkc.„  started  up,  and  turned 
“bankers,”  i.e.,  issuers  of  promiss>^ry  notes,  so 
much  so,  that  iu  1793,  there  Avere  about  400  of 
these  country  “bankers.”  Hut  of  course  this 
jiaper  currency  Avas  of  tlie  most  rotten  tlescrip- 
tion,  and  ou  the  occasion  of  any  great  coinmerci;d 
crisis,  they  failed  by  dozens.  In  the  great  crisis 
I of  1793  no  less  than  100  stopped  |)aymeiit,  and 
1 double  that  number  Avere  greatly  shaken.  In 
1810  about  a similar  number  stopped,  a great 
number  iu  1812,  and  iu  the  three  years,  1814-15-16, 
ninety-two  commissions  iu  bankruptcy  Avere 
issued  against  banks,  and,  allowing  the  usual 
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pro]>ortion  of  four  suspensions  to  one  bankruptcy, 
in  those  tliree  years  alone  about  360  banks 
stoi»ped.  In  twenty-eight  years,  from  1791  to 
1318,  the  official  return  shews  that  273  com- 
missions were  issued  against  bankers,  or  we  may 
fairly  assume  that  upwards  of  1000  banks 
stopiud  ]>ayment  during  that  period.  The  in- 
tolerable hardship  of  the  monopoly  of  the  Bank 
Cijarter  may  be  conceived,  when  the  Bank,  doing 
1*0  business  itself  at  such  places  as  Bristol  or 
Liverpool,  no  i>owerful  bank  could  lie  formed  at 
these  places,  on  account  of  it.  These  enormous 
failures  among  the  country  bankers,  spreading 
ruin  and  desolation  tliroughout  whole  districts  of 
country,  naturally  turned  public  attention  to  the 
Scotch  system  of  banking,  where,  Avith  the  single 
exception  of  the  Ayr  Bank,  there  had  been  no 
failure  of  a joint  stock  bank.  IVIr.  J(H)lin  is  the 
earliest  person  that  we  are  aware  of,  Avho  dis- 
covered that  the  Charter  of  the  Bank  of  England 
did  not  prevent  banking  comjtanies  btdng  formed, 
which  did  not  issue  notes  (Joenix).  In  a 
pam]thlet,  entitled  Supplnitvutary  Ohservntions  to 
the  Third  Edition  of  an  Essay  on  Baukin^^ 
1823,  he  says,  p.  84,  “Tliat  public  banks  have 
not  hitherto  existed,  more  especially  in  London 
and  Lancashii*e,  seems  to  have  arisen  from  the 
want  of  a proper  knowledge  of  tlie  jirinciples 
of  banking,  rather  than  from  the  Charter  of 

the  Bank  of  England,  which  I fiiuf  does 

not  prevent  public  hanks  for  the  deposit  of 

capital  from  being  established  ♦ ♦ * * 

That  banks  ought  to  be  the  permanent  depositories 
of  the  capital  of  the  country,  is  an  idea  wliich  no 
writer  has  hitherto  eiitertahud,  and  the  silent 
oiterations  of  the  Scotch  banks  have  eluded  ob- 
servation. It  ha.s  in  fact,  always  been  hitherto 
cousidered,  that  (he  proper  business  of  a bank  was 
to  issue  notes  and  discount  bills  at  short  dates. 
This  is  very  strikingly  exempiitied  by  the  clause 
in  the  cliartcr  of  the  Bank  of  England,  which 
restricts  other  banks  to  six  ])artners.’’  (Mr.  Jop- 
lin then  (piotes  the  clause, and  says,)  “It  is  quite 
evident  that  the  framers  of  the  above  clause  con- 
sidered the  business  pursued  by  the  Bank  of 
England,  the  luily  jn’oper  banking.  It  api)oared 
to  them  that  ])reventing  banks  with  more  than 
six  partners  from  issuing  bills  at  short  dates,  or 
notes  payable  on  demand,  was  altogether  con- 
ferring on  the  Bank  the  privilege  of  exclusive 
banking  iis  a public  company.  This  it  did  no 
doubt  according  tit  their  defnition  of  the  term.,  but 
it  still  leaves  the  most  important  part  of  banking 
open  tit  the  public.  There  is  at  this  moment  no  legal 
impediment  to  the  establishment  of  joint  stock  com^ 
panies  for  trading  in  real  capital.  Both  the  letter 
and  the  s])irit  of  the  charter  has  reference  to  the 
circulation  of  bills  ai*d  notes  alone.  A bank 
Avhich  traded  only  in  capital,  Avould  not  hi  the 
least  touch  iqion  the  numopoly  of  the  Bank  of 
England,  nor  be  any  infringement  of  its  charter.” 
Thus  Mr.  Jo]diu  has,  as  far  as  we  are  aAvare,  the 
merit  of  perceiving  the  loophole  in  the  Act,  by 
means  of  which,  ten  years  Iati*r,  the  first  Joint 
Stock  Bank  was  established  in  London. 

2o7.  An  atteiiqU  in  1823  to  gain  the  consent 
of  the  Bank  of  England  to  give  up  the  privileges 
of  their  Charter,  so  far  as  to  permit  joint  stock 
banks  to  be  formed  in  the  country,  having  failed, 
OA'en  though  a bribe  Avas  offered,  nothing  further 
Ti-i'k  place  till  1826.  aaIjch  the  disasters  of  the 


preceding  year  being  very  generally  attributed  to 
the  impro]>er  management  of  tlie  country  banks, 
the  ministry  wore  ]>0Av\*rfuI  enough  to  compel  the 
Bank  to  give  up  its  unjustifiable  monopoly,  and 
at  length  agreed  to  permit  joint  stock  banks  to 
be  formed  beyond  sixty-five  miles  from  the  me- 
tropolis. The  Statute  1826,  c.  46,  Avas  passed 
for  this  purpose.  Its  cliief  provisions  are — 

I.  That  banks  of  an  unlimited  number  of  part- 
ners may  be  formed,  and  carry  on  all  descri|ffions 
of  banking  business  by  issuing  notes  and  bills 
payable  on  demand,  or  otherwise,  provided 
that  such  corporations  or  partnerships  should  not 
have  any  house  of  business  or  establishment  as 
bankers  in  Loudon,  or  at  any  place  within  sixty- 
five  miles  of  London ; and  tliat  each  member  of 
such  corporation,  or  piu-tnersliip,  sliould  be  liable 
for  all  its  debts  of  every  description,  contracted 
Avliile  he  Avas  a jiartuer,  or  Avhich  fell  due  after 
he  became  a partner. 

II.  No  ^uch  banking  company  Avas  to  issue  or 
re-issue,  either  directly  or  indirectly,  Avithin  the 
prescribed  distance,  any  bill  or  note  ])ayable  to 
bearer  on  demand,  or  any  bank  post  bill,  nor 
draw  upon  its  London  agents  any  bill  of  exchange 
payable  on  demand,  or  for  any  less  sum  than  .£50, 
but  tliey  might  dniAv  any  bill  for  an}"  sum  of  £50 
or  upAvards,  payable  in  London  or  elseAvhere,  at 
any  period  after  date,  or  after  sight. 

ill.  Such  banking  companies  Averc  expressly 
forbidden,  by  themselves  or  their  agents,  to  l»or- 
roAA*,  oAA'e,  or  take  up  in  London,  or  at  any  place 
within  sixty-fiA’e  miles  of  Loudon,  any  sum  of 
money,  on  any  of  their  bills  or  notes  payable  on 
demand,  oi\  at  anA"  less  time  than  six  months 
from  thcb«  aTOAving  thereof,  but  they  might  disc*ount 
in  London,  or  elseAvliere,  any  bill,  or  bills,  of  ex- 
change, not  draAvn  by,  or  upon,  themselves,  or  by, 
or  upon,  any  person  on  tlieir  behalf. 

IV.  Before  such  a company  began  business, 
they  Avere  to  make  a return  of  tlie  names  and 
addresses  of  all  tlieir  partners,  and  places  for  car- 
rying on  biisiiKSs,  and  the  names  of  tAvo  or  more 
oi  their  partners,  being  resident  in  England,  Avho 
Avere  to  be  appointed  public  officers,  and  in  Avhosc 
names  tlie  company  Avere  to  sue  and  be  sued, 
Avhieh  return  Avas  to  be  verified  by  oath.  And 
they  Avere  reejuired  to  make  returns  of  all  changes 
ill  their  body. 

V.  That  all  proceedings  at  law  and  in  equity, 
civil  and  criminal,  should  be  taken  by  and 
against  the  public  officers  of  the  company.  All 
decrees  and  judgments  obtained  against  sucli 
public  officers  should  be  Aalid  against  all  and 
every  member  of  the  company  ; and  execution 
upon  a judgment  against  the  juiblic  officer  might 
be  issued  against  any  member  of  the  conqiany. 
But  that  every  such  public  officer  or  person, 
against  Avlioni  such  execution  Avas  issued,  should 
be  fully  indemnified  by  the  other  members  of  the 
company  ; but  that  no  execution  should  issue 
against  any  person,  more  than  three  yeai‘s  after 
he  had  ceased  to  be  a partner. 

\T.  The  Bank  of  England  was  authorized  to 
establish  branches  at  any  place  in  England. 

VII.  Such  banking  companies  might  issue  un- 
stamped notes  upon  giving  certain  security  to  the 
Crown,  to  make  true  returns  of  the  amount  of  their 
issues,  and  to  pay  the  amount  of  stamp  duty  on 
them  ; and  they  Avere  not  obliged  to  take  out  more 
than  four  licences  for  issuing  notes  in  different 
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places.  For  any  breach  of  these  ^irovisious  in 
neglecting  to  scud  returns,  the  penalty  was  £500 
]«*r  AA'cek,  and  various  jienaltics  Avere  exacted  for 
false  returns.  And  every  breach  of  the  provi- 
sions relating  to  their  banking  business  subjected 
the  comi*aiiy  to  a penalty  of  £30. 

VIII,  Tlie  rights  andpriyileges  of  the  Bank  of 
England  AA’ere  to  remain  intact  and  unaltered, 
cxcejAt  so  far  as  varied  by  that  Act. 

258.  Subject  to  these  restrictions  upon  their 
business,  tliis  Act  made  no  provisions  regarding 
the  constitution  or  cajiital  of  these  companies. 
Each  one  AA'as  alloAA'cd  to  dcA'ise  a constitution  for 
itself,  to  name  its  own  capital,  and  to  make  any 
juiblic  announceinent  regarding  it  that  it  ])leased. 
The  formation  of  joint  stock  banks  under  this 
Act  ])roceeded  very  sloAvly  at  first,  not  more  than 
fourorfiA-e  being  "formed  in  as  many  years.  In 
fact,  such  banks  could  only  be  successfully 
formed  by  influential  persons,  and  of  course  each 
of  these  had  already  his  oavii  bank,  which 
he  Avould  naturally  be  umvilling  to  injure  by  the 
formation  of  so  powerful  a rival.  The  first 
joint  stock  bank  Avas  formed  at  Lancaster, 
the  next  at  Bradford,  and  another  at  NorAvich, 
before  any  one  Avas  formed  at  one  of  the  gi’cat 
manufacturing  toAvns.  It  Avas  not  till  the  pros- 
]>crous  years  of  1833-34-35-36,  that  any  A'cry 
remarkable  increase  took  place  in  their  numbers. 
In  these  years,  hoAvever,  they  multiplied  rapidly, 
more  especially  in  1836,  when  upwards  of  forty 
Avere  established  in  the  spring. 

259.  On  the  reneAval  of  the  Bank  Charter  in 
1833,  it  AA’as  determined  to  take  oft'  the  A’exatious 
restriction  of  preventing  banking  companies 
making  their  bills  and  notes  t\»r  less  than  £50, 
]>ayable  on  demand  by  their  agents  in  London. 
And  they  Avere  required  to  keep  weekly  accounts 
to  be  verified  on  oath,  of  the  .amount  of  their  notes 
in  circulation,  and  make  a return  to  the  Commis- 
sioners of  Stamps  of  the  average  amount  in  circu- 
lation every  (luarter. 

260.  It  Avas  at  this  time,  as  Ave  have  already 
noticed,  th.at  the  discoA’cry  made  in  1822  by  Mr. 
Joplin,  that  the  Bank  charter  did  not  prohibit 
joint  stock  banks  being  formed  in  London,  and 
carrying  on  their  business  on  the  method  then 
adopted  by  the  London  bankers,  attracted  atten- 
tion, and  on  the  case  being  submitted  to  the  law 
officers  of  the  croAvn  they  confirmed  this  vieAV. 
The  rtaiik  of  the  monopoly  of  the  Bank  of  Eng- 
land, as  Ave  may  say,  being  turned  in  this  extra- 
ordinary and  unexpected  manner,  excited  much 
consteriiation  and  alarm  in  that  body,  and  they 
requested  to  liaA’c  this  omission  rectified,  but 
Lord  Althorp  decidedly  refused  anything  of  the 
sort,  and  told  them  that  the  bargain  Avas  that 
their  privileges  should  remain  as  they  Avere,  and 
he  AA'ouId  not  consent  to  any  extension  of  them. 
To  remove  all  possible  doubts  on  the  subject,  a 
declaratory  clause  Avas  inserted  in  the  Bank 
Cliarter  Act,  expressly  permitting  Joint  Stock 
Banks  to  be  formed,  provided  that  they  did  not 
borroAv,  oAve,  or  take  up  in  England  any  sum  or 
sums  of  money  on  their  bills  or  notes  ]*ayable  on 
demand,  or  at  any  less  time  than  six  mouths 
from  the  borrowing  thereof.  This  declaratory 

^ clause  Avas  not  long  in  being  acted  upon;  and 
soon  after  the  Act  >vas  passed,  measures  Avere 
taken  to  constitute  a joint  stock  bank  in  London. 
This  was  the  London  and  Westminster  Bank, 
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which  has  since  been  managed  A\*ith  such  dis- 
tinguished success. 

261.  Tlie  enormous  difficulties  AA'hich  must 
haA'e  atteuded  the  successful  organization  of  this 
gi*eat  establishment  may  be  conceiA’ed,  Avhen  Ave 
remember  that  it  Avas  not  formed  under  the  Joint 
Stuck  Banking  Act  at  all,  Avhich  had  no  force 
Avilhiii  sixty-liA'e  miles  of  Loudon,  but  that  it 
Avas  nothing  but  an  ordinary  partnership  at  com- 
mon laAv.  Cue  of  the  least  of  the  hicoiivcnicnces 
of  this  Avas  that  it  could  not  maintain  an  action 
at  laAv  for  the  must  trivial  debt,  without  enume- 
rating all  and  each  of  the  partners,  and  the 
slightest  mistake  in  the  spelling  of  a single  name 
AA-ouid  at  that  time  have  vitiated  any  proceeding. 
This  bank  was  the  largest  common  law  partner- 
ship Avhich  has  existed  in  England ; and  all  the 
Loudon  joint  stock  banks  Avhich  Avere  formed 
before  the  Act,  Statute  1844,  c.  113,  are  nothing 
but  common  laAv  partnerships.  The  excessive 
uiconA-eiiience  attending  this  state  of  things,  led 
to  a bill  being  brought  into  Parliament  to  enable 
the  London  ami  AVestmiiister  Bank  to  sue,  and 
be  sued,  in  the  name  of  its  chairman.  This  was 
Avarmly  opjHised  by  the  Bank  of  England,  and 
by  Lord  Althorj*.  Nothing  could  be  more  ]ialtry 
than  the  re.asons  alleged  by  him  in  opposition  to 
it,  but  he  AVits  beaten  by  a majority  of  141  to  35. 
The  government,  however,  had  influence  enough 
to  have  the  bill  throAvn  out  in  the  Lords.  The 
Bank  being  thus  defeated,  adopted  the  plan  of 
making  all  contracts  through  the  medium  of 
trustees,  and  all  tlie  London  joint  stock  banks 
had  to  adopt  this  plan,  till  the  Joint  Stock 
Banking  Act  of  1844.  The  other  banks  formed 
on  a similar  plan  to  the  London  and  West- 
minster, .are  the  London  Joint  Stock  Bank, 
founded  in  1836;  the  Union  Bank  in  1839;  the 
London  and  County  Bank  in  1839 ; and  the  Com- 
mercial Bank  in  1840. 

262.  When  the  impediments  to  the  formation 
of  joint  stock  banks  beyond  sixty-five  miles 
from  London  Avere  removed  in  1826,  they  were 
left  perfectly  free  as  to  the  provisions  of  their 
deeds  of  constitution,  their  nominal  and  their 
paid-up  capital,  and  all  the  details  of  manage- 
ment, nor  Mere  they  obliged  to  publish  any 
accounts.  The  public  consequently  AVcrc  per- 
fectly in  the  dark  a.s  to  the  magnitude  and  posi- 
tion of  the  bank,  because  they  might  ad\'ertise 
that  then*  nominal  capital  was  £1,000,000,  di- 
vided into  any  number  of  shares.  But  no  one 
had  any  means  of  knoAving  hoAv  many  of  the 
sli.ares  Avere  taken  and  paid  upon.  Consequently, 
although  the  capital  of  the  bank  might  be  a<lver- 
tised  in  the  papers  as  £1,000,000,  no  one  could 
tell  Avhether  it  had  bona  fide  £500  paid  up. 

263.  The  first  fcAv  joint  stock  banks  having 
been  apparently  successful,  naturally  turned 
speculation  into  that  channel.  Numbers  of  new 
banks  were  started  in  all  parts  of  the  country, 
au<l  many  private  bankers,  fearing  that  the  com- 
petition Avould  be  too  poAverful  for  them,  united 
and  formed  themselves  into  joint  stock  banks. 
The  rapid  groAvtIi  of  these  establishments  led  to 
much  mismanagement,  and  many  disasters,  as 
might  have  been  expected,  and  Committees  of 
the  House  of  Comraous  A\’erc  appointed  to  inquire 
into  the  subject  in  1836-7  and  1840-1.  These 
reports  are  noticed  in  their  proper  place.  (Re- 
ports, Parliamentary.) 
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Tlio  abuses  which  were  revealed 
in  the  course  oi'  these  inquiries  determined  Sir 
Robert  I’eel,  wlio  was  suj>posed  to  be  the  minis- 
ter wlio  par  excellf*nce  timlerstood  banking,  to 
bring  in  a bill  to  regulate  the  future  eonstitutioii 
of  these  establishments.  An  Act  containing  many 
elab<»rate  jirovisions  for  this  purpose  was  accord- 
ingly passed,  Statute  1S44,  c.  113.  Fully  admit- 
ting tiie  enormous  evils  which  this  Act  was  in- 
t muled  to  remedy,  we  will  only  say  that  a more 
unfortunate  specimen  of  legislation,  or  one  more 
entirely  unsuitable  to  the  nature  of  the  business 
it  related  to,  has  not  emanated  from  Parliament 
in  recent  times ; and  being  found  to  be  an  un- 
mitigated nuisance,  Mithout  any  couuterbalancing 
advantages,  it  was  wholly  repealed  in  1857. 

265.  When,  in  the  course  of  less  than  thirty- 
five  years,  men  had  seen  the  whole  of  England 
.shaken,  from  end  to  end,  by  those  tremendous 
banking  cata.strophes,  which  seemed  to  be  of 
jteriodical  recurrence,  they  turned  to  the  example 
of  a country,  w here,  though  there  had  been  com- 
mercial difficulties,  there  never  had  been  any 
banking  disasters  at  all  comparable  to  those  of 
England.  Many  private  bankers,  it  is  true,  had 
failed,  but  except  the  Ayr  bank,  up  to  1826,  no 
joint  stock  bank  in  Scotland  had  failed.  A very 
strong  and  general  demand  therefore  arose  for  the 
Scotch  system,  many  men  thinking  that  because 
the  Scotch  banks  were  joint  stock  banks,  that  there- 
fore joint  stock  banking  w’as  all  that  was  requisite 
to  attain  security.  When  therefore  the  monopoly 
of  the  Rank  was  to  a certain  extent  broken  up 
in  1826,  they  ex]>ected  to  enjoy  similar  prosperity 
and  safety  to  what  Scotland  had  done,  and  wdieii 
after  an  experience  of  fourteen  years,  they  found 
that  the  joint  banks  were  scarcely  more  secure, 
ami  C(]ually  ill  managed  as  the  private  hanks,  great 
and  bitter  disappointment  ensued,  aud  joint  stock 
banking  became  a bye  w ord  of  reproacli. 

266.  Rut  in  truth  the  causes  of  this  are  very 
evident.  In  Scotland  the  grow  th  of  banking  had 
been  extremely  gradual.  The  first  joint  stock 
bank  was  fonnded  in  1695,  the  second  in  1727, 
the  next  in  1747,  and  except  a few'  country  ones, 
110  new'  one  of  any  magnitude  w'as  founded  till 
1810  (Raxkixg  in  Scotland).  The  consequence 
W'as  that  they  gradually  expanded  with  the  in- 
creasing w'caltli  of  the  country.  They  grew  with 
its  grow  th.  Aloreover,  they  correspondingly  in- 
creased their  capital.  They  acquired  great  ex- 
perience, after  committing  many  errors,  which 
brought  them  to  the  brink  of  destruction.  When 
the  country  required  additional  accommodation, 
it  was  done  chietlv  bv  throwing  out  branches  from 
the  parent  establishments  in  the  metropolis,  so  that 
they  had  all  the  experience  aud  efiective  controul 
of  the  superior  officers.  At  present,  there  are  but 
fourteen  distinct  establishments  in  the  country,  but 
these  have  about  600  branches,  extending  into 
every  village  in  the  kingdom,  so  that  banking  ac- 
commodation is  ample  aud  abundant.  Rut  these 
arc  all  independent  institutions,  depending  upon 
their  own  wealth  and  resources,  and  except  per- 
haps in  the  case  of  a sudden  run  upon  one  of  them, 
never  seeking  assistance  from  each  other.  To 
suppose  that  the  English  system  of  joint  stock 
banking  bore  any  similarity  to  this  would  be  a 
most  egregious  fallacy,  aud  it  w'as  this  dilference 
chiefiy  which  led  to  those  disastrous  conse(iuences 
which  so  completely  falsified  the  expectations 


which  werr  formed  on  the  introduction  of  joint 
stock  banking  into  this  country. 

267.  There  are  in  truth  laws  of  nature  in  the 
industrial  w'orld,  as  well  as  in  the  moral  and 
]>hysical  world;  and  a systematic  att(‘in]>t  to 
violate  these  terminates  in  disaster,  as  surely  and 
as  certainly  as  a systematic  disregard  of  tlic  law's 
of  nature  in  the  physical  world.  It  may  be  a 
long  time  l»efore  the  mischief  is  developed,  nay, 
for  a considerable  time,  the  results  may  ajipear 
to  be  beneficial,  but  in  the  long  run  the  faulty 
principle  is  sure  to  produce  its  fruits. 

Now  the  great  law  of  nature  in  the  industrial 
world  is  Feke  Trade.  Tliere  is  nothing  more 
certain  in  all  the  range  of  science,  than  that 
exclusive  privileges  in  commerce  are  great  viola- 
tions of  natural  riglit.  Trading  monopolies  are 
moral  crimes.  When  Farliameut  sold  to  the 
Rank  of  England  the  exclusive  monopoly  of 
Ranking,  ir  sold  w'hat  it  had  no  right  to 
SELL.  It  had  no  more  riglit  to  sell  to  one  body 
of  persons  the  right  of  carrying  on  the  business 
of  banking  than  it  had  to  sell  a monopoly  of  the 
business  of  bookselling,  or  leather  dressing,  or 
any  other  trade  whatever.  This  monopoly  was 
as  unjust  and  as  pernicious  as  any  of  those  which 
the  Commons  of  Elizabeth  aud  James  I.  had  re- 
belled against.  For  a considerable  period  every- 
thing seemed  to  go  well.  The  Rank  of  England 
rendered  unquestionable  services  to  the  State — 
so  might  any  other  trading  corjioration  in  its  line 
— and  any  other  corporation  might  have  done  the 
same,  if  they  had  been  permitted.  Rut  never- 
theless the  principle  of  the  monojioly  was  utterly 
vicious;  and  Time,  the  avenger,  brought  retribu- 
tion at  last.  Injustice  slumbers  long,  but  it  is 
sure  to  ha^'e  its  revenge  at  last.  When  in  the 
natural  coin-se  of  events  the  commerce  aud  w'ealth, 
and  increasing  spirit  of  enterprise,  demanded  an 
increased  currency,  and,  save  for  this  monopoly, 
powerful  and  wealtliy  companies  w'ould  have 
been  formeil  in  the  metropolis  with  ramifications 
all  over  the  country,  these  unjustifiable  privileges 
of  the  Rank  prevented  them.  The  Rank  w'ould 
neither  supply  this  currency  itself,  nor  permit 
any  other  powerful  company  to  do  so.  The  con- 
sequence was  that  the  duty  of  supplying  the 
necessary  currency  fell  into  the  hands  of  any 
grocer,  or  tailor,  or  cheesemonger  who  chose  to 
call  himself  a banker.  Their  pow'er  w'as  un- 
limited. Then  came  1793;  then  1797;  then  the 
long  series  of  disasters  from  1810  to  1816;  and 
then  1825. 

268.  When  these  terrible  lessons  effected  a 
breach  in  the  monopoly  of  the  Rank  it  was  only 
a partial  oms  a large  portion  still  remained  and 
exercised  its  deadly  influence.  AVhen  the  new 
joint  stock  banks  were  formed  tliey  were  merely 
local  banks,  all  as  dependent  on  the  Rank  of 
Englaud  as  the  private  banks  had  been.  The 
Rank  niainiainecl  its  exclusive  privileges  within 
sixty-five  miles  of  the  metropolis,  And  this  wUvS 
the  inherent  vice  of  the  English  system  of  joint 
stock  banking.  Instead  of  being  independent 
banks,  strong  in  their  own  resources,  and  able  of 
their  own  strength  to  withstand  a shock,  they 
were  carried  on  upon  the  most  dangerous  prin- 
ciple of  rediscounting  the  bills  they  bought,  as 
indeed  they  could  not  help  doing ; thus  their 
very  existence  depended  upon  the  Rank  of  Eng- 
land and  the  London  bill  brokers. 
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269.  To  suppose  that  this  in  any  way  resem- 
bled the  Scotch  system  wouhl  be  a gross  tallacy  ; 
the  English  banks  were  forbidden  to  have,  esm- 
blishments  in  the  metropolis,  which  of  all  others 
is  the  best  feature  in  the  Scotch  system.  A\  e 
have  already  pointed  out,  that  capital  has  a fen- 
deiicy'  to  accumulate  in  certain  districts  of  the 
country,  where  there  is  no  sufficient  demand  fijr 
it,  aud  in  others  there  is  a givater  demand  for  it 
than  the  district  supplies.  Now,  in  the  English 
system,  the  bankers  in  the  former  part  of  the 
country  remit  money  to  London  to  be  held  in 
deposit  for  tliem,  and  in  the  latter  the  bankers 
remit  their  bills  to  be  rediscounted,  and  have  the 
money  remitted.  Now  this  legitimate  operation, 
which  is  all  done  by  one  establishment  in  Scot- 
land, requires  three  distinct  and  independent 
establishments  to  do  it  in  England,  and  has  given 
rise  to  that  system  of  rediscounting  which  is  so 
perilous  aud  so  objectionable.  But  it  is  the  natural 
result  of  the  monopoly  of  the  Hank.  Recause  if  it 
had  not  been  for  that,  these  three  establishments 
would  all  have  been  under  one  controul  and 
management ; under  the  present  system  they  are 
three  different  and  frequently  conflicting  interests. 

270.  And  this  gi'eat  violation  of  natural  justice 
manifested  its  evil  consequences  in  many  other 
striking  ways.  No  man  of  common  sense  now 
disputes  tlie  great  principles  laid  dov.'u  by  the 
Irish  Committee  of  1804,  the  RuUion  Rep(*rt  of 
1810,  and  the  authors  of  the  Act  of  1819,  that  the 
paper  currency  must  be  governed  hy  tlic  ex- 
changes. Rut  long  after  the  directors  of  the  Rank 
of  England  had  learnt  this  principle,  and  professed 
to  govern  her  issues  by  the  exchanges,  they  com- 
jdained  loudly  and  justly  that  their  efforts  to  con- 
tract their  own  issues  in  an  adverse  exchange 
were  counteracted  by  the  issues  of  the  country 
banks,  aud  that  as  soon  as  they  withdrew  tlieir 
]>aper,  the  vacuum  was  immediately  tilled  up  by 
country  issues.  The  reason  is  very  manifest. 
Tlic  Rank  of  England  being  situated  at  the  heart 
of  the  exchanges,  felt  the  danger,  aud  saw  the 
necessity  of  contracting  her  issues ; the  country 
banks  being  situated  at  a distance,  knew  and 
cared  nothing  about  the  exchanges;  nay,  they 
coutiiiually  professed  that  their  issues  had  nothing 
to  do  with  the  exchanges,  aud  naturally,  Avheiiever 
they  saw  aii  opeiiiug,  issued  their  paper. 

271.  Now,  if  it  had  not  been  for  this  iniquitous 
monopoly  of  the  Rank,  what  would  ])robably 
have  been  the  condition  of  English  Ranking  at 
the  ])resent  day  ? There  would  have  probably 
been  thirty  or  forty  great  banks  in  the  metroi>olis, 
each  as  great  as  the  present  Rank  of  England, 
with  rainifleations  and  branches  all  over  the 
country.  It  would,  in  fact,  have  been  the  Scotch 
system  on  a much  larger  scale— one  commensu- 
rate with  the  greater  miigiiitude  of  the  country. 
It  would  have  been  one  great  monetary  nervous 
system.  If  this  had  been  the  case,  they  would 
have  been  acted  upon  immediately  by  the  ex- 
changes. London  being  the  centre  of  the  ex- 
changes, any  drain  of  gold  would  have  caused 
immediate  measures  of  counteraction, which  would 
have  been  propagated  and  enforced  by  the 
parent  establishment  all  over  the  country.  The 
tremor  of  the  exchanges  would  have  been  in- 
.stantly  felt  in  every  village  in  tlie  kingdom. 
Thus,'  under  a natural  system,  any  effect  in 
London  would  have  vibrated  through  all  Eng- 
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laud,  and  no  country  banks  could  possibly  have 
acted  in  opposition  to  the  ones  in  London.  And 
this  is  the  result  to  which  the  banking  system  of 
tills  country  is  slowly  gi-avitatiiig,  and  which  it 
will  ultimately  assume.  Tliere  is  already  ouc 
great  bank  which  has  its  head  office  in  lAUulon, 
though  it  doe.s  no  business  there,  with  consider- 
ably upwards  of  one  hundred  branches  in  the 
country.  Aud  a few'  other  Loudon  banks  have 
now  branches  in  the  provinces.  And  if  this, 
which  is  the  natural  system,  had  been  allowed  to 
grow  np  from  the  beginning,  we  believe  that 
these  terrible  banking  catastrophes  never  would 
have  occurred.  If  any  crisis  had  occurred,  they 
would  have  stood  by  and  supported  one  another, 
but  when  any  shock  did  occur  under  the  unfor- 
tunate system,  which  has  prevailed,  the  country 
banks  have  all  depended  on  the  Rank  of  England 
for  their  very  existence. 

272.  AVe'  have  already  said  that  Sir  Roliort 
Peel's  Joint  Stock  Ranking  Act,  Statute  1844, 
c.  113,  was  found  to  be  wholly  unsuitable  for 
the  purposes  it  was  intended,  and  totally  re- 
pealed. This  was  done  by  the  Act,  Statute  1857, 
c.  49.  Tlie  princi|ial  provisions  of  this  Act  arc 
are  as  follow  : — 

I.  Every  comiiany  formed  under  the  Acts, 
Statute  1844,  c.  I13,‘or  the  Statute  1845,  c.  75, 
were  to  register  themselves  before  the  1st 
January,  18.58,  under  the  said  Act,  under  severe 
penalties. 

II.  Any  banking  company,  consisting  of  seven 
or  more  persons,  having  a capital  of  a flxed 
amount,  divided  into  shares  also  of  a flxed 
amount,  and  legally  carrying  on  the  business  of 
banking  before  the  passing  of  the  Act,  may  re- 
gister itself  under  this  Act,  and  then  all  provi- 
sions of  any  Act.,  letters  patent,  or  deed  of  settle- 
ment, constituting  or  regulating  tlie  company, 
as  are  inconsistent  with  the  Joint  Stock  Cimipa- 
nies’  Acts,  1856,  1857,  or  with  the  said  Act,  are 
thereby  repealed  in  regard  to  that  company. 

III.  'The  above  Ranking  Acts  were  then  re- 
pealed as  to  any  future  companies,  and  as  to 
existing  companies,  as  soon  as  they  w'erc  registered 
under  tliis  Act. 

I\^  Seven,  or  more,  persons  might  register 
themselves  as  a coinjiany,  other  than  a limited 
company,  under  this  Act,  provided  the  shares  into 
w'liich  the  capital  of  the  company  is  divided,  are 
not  less  than  £100  each. 

V.  Tlie  number  of  partners  permitted  in  a pri- 
vate bank  is  extended  to  ten. 

273.  The  question  of  admitting  the  principle 
of  limited  liability  into  commercial  partnerships 
in  this  country,  has  long  been  debated  w'ith  much 
acrimony.  The  old  theory  of  the  law  was  ex- 
pressed by  Lord  t^ldou,  wlio  said  that  a man  w'ho 
entered  into  a commercial  jiartnership,  rendered 
himself  liable  to  his  last  shilling  and  his  last 
acre"  for  the  debts  of  the  company.  And  this  no 
doubt  W'as  iriie,  as  far  as  regards  ordinary  private 
partnershi]ts.  Rut  many  great  companies  had  been 
formed  and  incorporated,  in  w'hidi  the  privilege 
of  limited  liability  w'us  specially  conferred  upon 
them.  A princii>le  may  be  gCMjd  w'hen  applied  to 
ordinary  traders,  who  are  supposed  all  to  take  an 
active  part  in  the  business,  and  to  be  each  and  all 
l>arties  to  every  trau.sactiou.  Rut  in  the  case  of 
great  companies  it  is  rather  different.  In  them 
the  great  majority  of  the  partners  arc  specially  de- 
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barred  from  all  kiiowlcf^e  of  the  real  nature  of  the 
traii:saetions,  which  are  expressly  left  in  the  haiuls 
of  a small  committee.  Now,  as  tliere  are  many 
jtreat  objects  in  commerce  which  can  only  be  car- 
ried out  by  means  of  a great  company,  and  it  was 
obviously  desirable  tliat  tlicy  should  be  carried 
out,  it  has  long  been  the  practice  in  granting  Acts 
to  these  ctnnpanies,  to  limit  the  liability  of  the  ' 
shareholders.  This  was  done  in  the  case  of  the  I 
Hank  (tf  England  itself ; in  railwaj'  and  other 
companies,  and  also,  almost  universally,  in  the 
charters  granted  to  Colonial  banks.  But  for  a 
very  long  time  the  application  of  this  principle  to 
lu'ivate  partnerships  in  hhigland  was  vehemently 
resisted.  However,  this  resistance  was  overcome 
in  1855,  and  in  that  year  an  Act  M*as  passed, 
Statute  1855,  c.  133,  to  permit  the  formation  of 
joint  stock  companies  with  limited  liability. 
However,  although  the  principle  was  conceded  as 
to  other  companies,  joint  stock  banks  were  still 
most  jealously  excluded,  ou  account  of  some  unin- 
telligible distinction  between  their  trading  and 
other  trading.  In  the  Joint  Stock  Banking  Act 
of  1857,  this  exclusion  was  stilt  strictly  main- 
tained. But  the  terrible  examples  of  the  failure 
of  some  joint  stock  banks  in  England  in  1857,  at 
last  compelle<l  the  legislature  to  yield,  and  in  1858 
an  Act  was  passed  to  extend  limited  liability  to 
banks. 

The  chief  provisions  of  this  Act,  Statute  1858, 
c.  91 

I.  So  much  of  the  last-meutioned  Statute  of 
1857  as  prevented  banks  being  formed  ou  the 
principle  of  limited  liability,  was  repealed. 

II.  All  banks  which  issue  promissory  notes  are 
subject  to  unlimited  liability  as  far  as  regai'ds 
their  notes,  for  which  they  are  to  be  liable,  in 
addition  to  the  sum  for  which  they  are  liable  to 
the  general  creditors. 

^ III.  Evorj'  existing  banking  company  may  re- 
gister itself  under  this  Act,  upon  giving  thirty 
days’  notice  to  each  and  all  of  its  customers.  Any 
cu.-itomer  to  wliom  it  may  fail  to  send  notice,  re- 
taining his  full  rights  as  before. 

IV.  All  companies  formed,  or  registering  them- 
selves, under  this  Act  must,  on  the  1st  February 
and  1st  August  in  each  year,  post  up  in  a conspi- 
cuous ])lace  in  its  head  office,  and  each  branch,  a 
statement  of  its  liabilities  and  assets,  made  up  in 
a form  prescribed  by  the  Act. 

*274.  Only  one  joint  stock  bank  has  hitherto 
given  notice  of  its  intention  to  avail  itself  of  the 
provisions  of  the  Act.  A very  wide  difference  of 
opinion  prevails  as  to  the  expediency  and  justice 
of  banking  companies  Avith  limited  liability. 
Whether  the  apprehensions  Avhich  are  felt  upon 
the  subject  Avill  be  veritied,  it  is  needless  to  in- 
(|uire.  The  Act  is  now  a fait  accompli^  and  hoAV 
it  will  work,  Time,  the  proA’er  of  all  things,  will 
shew.  It  is  difficult,  however,  to  understand  Iioav 
a ])rinciple  Avhieh  has  been  so  conspicuously  suc- 
cessful in  the  Bank  of  England,  and  three  of 
the  chartered  Banks  in  Scotland,  can  be  so 
extremely  pernicious  as  many  j)crsons  allege. 
But  it  is  better  not  to  speculate  upon  the 
subject. 

Historical  Sketch  of  the  Bise  and  Progress  of 
Banking  in  Scotland. 

275.  The  Bank  of  Scotland  Is  the  first  instance 
in  the  Avorld  of  a private  joint  stock  bank,  formed 


by  private  persons,  for  the  express  purpose  of 
making  a trade  of  banking,  dependent  on  their 
OAvii  ]u*ivate  capital,  and  wholly  unconnected  Avith 
the  State.  It  differed  in  kind  from  any  of  the 
other  banks  existing  at  that  time.  The  success- 
ful institution  of  the  Bank  of  England  led  to  a 
project  being  formed  to  establish  a Bank  in  Scot- 
land. A merchant  of  London,  Air.  John  Holland, 
was  the  antlior  of  the  scheme,  and  he  got  eleven 
Scotch  merdiants  to  join  him.  They  obtained 
an  Act  of  the  Scotch  Parliament  ou  the  17th 
July,  1695,  authorizing  the  CroAvii  to  grant  them 
a Charter  of  Incorporation.  The  princijml  pro- 
visions of  tills  Act  are  as  follows  (Acts  of  the 
Parliament  of  Scotland^  Vol.  IX,  p,  494  ) : — 

I.  The  joint  stock  AA-as  to  be  £1,200,000  Scots, 
or  £100,000  sterling,  and  authorizes  certain  per- 
sons to  receive  subscriptions  for  not  less  than 
£1,000  Scots  (£83  6s.  8d.),  nor  more  than 
£20,000  Scots  (£6,666  13s.  4d.)  for  each  person, 
Avith  a deposit  of  10  per  cent. 

II.  They  Averc  alloAA’od  to  lend  on  real  or 
personal  security,  at  not  more  than  6 per  cent. ; 
and  on  failure  of  payment,  to  sell  or  dispose  of 
the  security  publicly. 

HI.  They  were  allowed  to  transfer  their 
stock  freely,  or  by  will. 

IV.  No  dividend  to  be  made,  but  by  cou.sent 
of  general  nu  eting. 

V.  The  joint  stock  to  be  free  from  all  taxes 
affecting  money  for  21  years  fnuii  that  date. 

VI.  It  Avas  declared  to  be  illegal  for  any  other 
company  to  set  up  banking  for  21  years. 

VII.  Various  legal  ]>rivileges  Avere  granted 
for  the  more  speedy  and  effectual  recovery  of 
debts  due  to  the  Bank. 

VIII.  Prehibits  any  sum  to  be  Avithdrawn 
from  the  joini  stock. 

IX.  Prohibits  the  company,  directly  or  in- 
directly, from  using  or  employing  the  joint  .stock 
of  the  Bank,  or  juiy  of  its  profits,  in  any  other 
trade  or  commerce,  except  the  trade  of  lending 
and  borrowing  money  upon  interest,  and  nego- 
tiating bills  of  exchange. 

X.  Prohibits  the  company  from  purchasing 
land,  or  heritages,  or  adA'ancing  money  to  the 
Government,  u\xm  the  anticipation  of  any  sums 
to  be  granted  by  Parliament,  except  only  those 
particular  ones  upon  which  a credit  of  loan  should 
be  authorized  by  Parliament,  under  the  penalty 
of  forfeiting  triple  the  amount,  of  Avhich  oiie-fifth 
to  the  iufonmT. 

XI.  All  foreigners  Avho  subscribed  to  the 
joint  stock,  Avere  ipso  facto  naturalized  to  all 
intents  and  purposes.  It  Avas  also  provided  that 
tAvo-thirds  of  the  stock  must  always  belong  to 
persons  residing  in  Scotland.  The  Scotch  sub- 
scription of  £800,000  Scots  (£66,666)  Avas  be- 
gun in  November,  and  filled  up  at  the  end  of 
December,  1695.  The  English  sub.scription  of 
£400,000  Scots  (£33,333)  was  taken  up  in  one 
day  in  London,  a great  part  by  Scotchmen.  As  the 
Scotch  at  that  time  AA'ere  supposed  to  kuoAv 
nothing  about  banking,  it  Avas  also  provided  that 
for  a certain  number  of  years  the  Governor  and 
tAvelve  Directors  should  be  English,  and  the 
Deputy-Governor  and  tAvelvc  Directors  should 
be  Scotch.  IIoAveA'cr,  it  Avas  soon  found  that 
the  Scotch  Avere  such  good  managers,  that  this 
arrangement  Avas  changed,  and  all  the  Directors 
AA'ere  Scotch,  and  thirteen  trustees  were  chosen 
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to  manage  the  English  business  and  affairs  in 
London. 

276.  No  sooner  Avas  the  Bank  fairly  esta- 
blished, than  in  1696,  the  African  Company 
attempted  to  set  up  the  trade  of  banking  in 
defiance  of  the  Bank’s  privilege.  This  was  the 
celebrat(‘d  Darien  Company,  AA  hich  was  organized 
by  William  Paterson,  avIio  avus  one  of  the  tound- 
ers  of  the  Bank  of  Ihigland.  Mr.  Holland  aahs 
governor  of  the  Bank,  but  so  little  Avas  it  thought 
of,  that  it  did  not  Axnture  to  vindicate  its  i»riyi- 
leges  against  the  African  Company,  for  which 
there  was  a national  phrenzy,  and  AA'hich  after- 
Avards  endiy  so  sadly.  The  Bank  Avas  obliged  to 
content  itself  by  strengthening  its  position  by 
calling  up  two-tenths  of  its  capital. 

277.  The  African  company  soon,  hoAvever, 
burnt  its  fingers  Avith  banking,  as,  in  order  to 
rival  the  Bank,  they  adA'anced  their  notes  Avith 
great  imprudence  to  several  of  their  oavii  share- 
holders and  others,  and  sustained  great  losses, 
Avhich  made  them  stop.  The  Bank  then  began  the 
business  of  exchanges,  but  finding  that  they  could 
not  com]>ete  Avith  private  merchants,  gave  it  up. 
In  1696  they  opened  branches  at  GlasgOAA',  Aber- 
deen, Dundee,  and  Montrose  ; but  not  finding 
them  to  pay,  AvithdrcAv  them.  In  May,  1698,  the 
rivalry  of  the  African  company  being  at  au  end, 
the  directors  rei>aid  the  tAA'o-tenths  of  capital, 
last  called  up,  as  being  more  thau  necessary  for 
their  business. 

278.  The  Bank  at  first  receiA^ed  no  deposits 
from  the  public ; its  business  consisted  in  circu- 
lating its  OAVII  notes  upon  the  credit  of  the  sub- 
8cri])tiou  that  was  paid  in.  These  notes  Avere  for 
£100,  £50,  £20,  £10,  and  £5.  It  is  disputed 
Avheii  they  began  to  issue  £1  notes,  for  Avliile  a 
pamphlet,  published  in  1728  on  their  behalf,  says 
that  they  began  to  issue  them  in  January, 
1699-1700,  Mr.  Kiuneai*,  a director  of  the  Bank, 
stated  to  the  Committee  of  the  House  of  Com- 
mons that,  though  many  proposals  Avere  made  to 
them  to  circulate  “tickets”  or  “tokens”  of  £1, 
they  had  always  hesitated  to  adopt  so  novel  an 
exi)eriment  till  1704.  AVhich  authority  is  right 
Ave  liaA'e  uo  means  of  deciding.  In  1701  a great 
fire  destroyed  the  Fai‘liament  Close,  in  Avhich  the 
bank  Avas,  but  the  cash  and  all  the  effects  AAcre 
safely  removed  into  the  Castle  by  the  Earl  of 
Leven,  who  Avas  goAxmor  of  both. 

279.  Ill  December,  1704,  soon  after,  as  it 
Avould  appear  by  one  account,  that  they  had 
issued  £ 1 notes,  a rumour  Avas  spread  all  oyer 
the  kingdom  that  the  Triv'y  Council  Avere  going 
to  raise  the  value  of  the  coin,  As  hich  caused  a 
run  upon  the  Bank,  and  at  last  it  was  obliged  to 
stop  payment.  A meeting  of  the  proprietors  Avas 
held,  Avho  declared  that  all  their  notes  should  bear 
interest  until  they  Avere  paid.  The  directors  also 
reiiuested  the  PriA'y  Council  to  appoint  a Com- 
mittee to  examine  their  books.  They  reported 
that  the  Bank  Avas  in  the  most  sound  and 
flourishing  condition,  and  their  mffes  then  passed 
AA'ithout  depreciation.  The  directors  made  a call 
of  one-tenth,  ami  in  less  than  five  mouths  paid  off’ 
all  their  notes  with  interest. 

280.  By  the  Act  of  Union  betw'eeu  England 
and  Scotland,  it  Avas  stipulated  that  the  coinage 
of  Scotland  should  be  reduced  to  uniformity  with 
that  of  Euglaml,  and  the  loss  or  deficiency  to  pri- 
vate individuals  made  good  out  ot  the  equivalent 


fund.  (Art.  xv.)  Tne  Bank  assisted  this  opera- 
tion by  receiving  all  the  old  money  and  giving 
their  own  notes,  or  ncAv  money  in  return,  re- 
ceiving a commission  of  a half  per  cent.  This 
Avas  successfully  accomplished  without  any  dis- 
turbance. 

281.  In  September,  1715,  the  rebellion  broke 
out,  Avhich  immediately  caused  a ruu  upon  the 
Bank,  the  directors  themselves  urging  it  on,  tliat 
the  money  might  not  fall  into  the  hands  of  the 
insurgents.  They  then  shipped,  retaining  all  the 
money  belonging  to  the  CroAvn,  Avhich  AA-as  about 
£30,000,  Avhich  they  lodged  in  the  Castle.  They 
then  gave  notice  that  all  their  notes  should  bear 
interest,  as  had  been  done  in  1704.  In  May, 
June,  and  July,  1716,  they  Avere  all  called  in  ami 
paid.  In  this  year  the  monopoly  of  banking 
granted  by  their  charter  expired,  and  uo  steps 
were  taken  to  rencAv  it. 

282.  It  appears  that  up  to  this  time  the  pro- 
fits of  the  Bank  Avere  enormous.  A rival  pamph- 
let states  that  the  dividend  Avas  35,  40,  and  50 
per  cent.,  and  accordingly,  as  Ave  may  well  sup- 
])0se,  these  profits  attracted  rivals.  A cry  Avas 
got  up  against  them,  that  they  Avere  too  niggardly 
in  advancing  loans,  that  they  exacted  too  high 
interest,  and  that  the  concern  Avas  altogether  too 
small. 

283.  In  December,  1719,  proposals  were  made 
to  them  to  unite  with  the  proprietors  of  the  eipii- 
valeut  fund,  to  the  amount  of  £250,000,  so  as  to 
increase  the  capital  to  £350,000,  and  share  the 
annual  gi*ant  of  £10,000  (being  four  per  cent,  on 
the  amount)  in  the  proportion  of  two-scA-eiiths, 
and  fiA'e-sevenths.  But,  as  the  Bank  had  only 
one-tenth  paid  up,  the  proprietors  of  the  equi- 
valent fund  Avere  to  draAv  out  of  the  Bank,  as 
might  be  agreed  upon,  nine-tenths,  or  £225,000, 
in  notes,  so  that  there  might  then  be  a capital  of 
£35,000  to  bank  upon. 

284.  The  Bank  replied  that: — 1st,  They  had 
uo  poAver  by  their  Act  to  amalgamate  with  the 
equivalent,  as  they  AA-ere  limited  to  £100,000 
sterling;  2udiy,  That  they  Avould  not  unite  at 
par  Avith  the  equivalent  at  four  per  cent.,  Avhile 
their  oaa'ii  stock  Avas  worth  at  least  ten  jier  cent. ; 
3rdly,  Tliat  the  stock  of  the  Bank  Avas  large 
enough  for  the  country ; and  if  they  wanted  it 
enlarged,  they  could  do  it  themselves  by  calls  ou 
their  proprietors.  They  also  gave  other  calcula- 
tions, shewing  the  absurd  nature  of  the  pro- 
posals. 

285.  No  sooner  were  the  advances  of  the 
equivalent  proprietors  repulsed,  than  another  set 
of  persons  began  another  rough  Avooiug,  to  thrust 
themselves  into  a union  A\dth  them.  The  Edin- 
burgh Society,^  formed  ou  a pretended  plan  of  in- 
suring against  fire,  tried  to  force  a junction  with 
them,  and  being  defeated  in  this,  they  tried 
to  get  up  a ruu  upon  them.  They  got  together 
£8,400  of  their  notes,  and  spread  a report  of  a 
run.  This,  hoAvever,  failed;  and  shortly  after 
the  Bubble  Act  passed,  by  which  the  Society 
found  that  they  Avere  an  illegal  company,  and 
were  obliged  to  dissoh^e  themselves.  The 
Loudon  Assurance  Company  then  “proposed” 
to  them,  but  met  Avith  a similar  refusal. 

286.  At  the  time  of  the  Union  a considerable 
number  of  persons,  both  civil  and  military,  Avere 
creditors  of  the  State,  and  the  equivalent  sum 
stipulated  in  the  Act  of  Union  Avas  not  sufficient 
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discharge  their  claims.  Tu  1714,  they  ob- 
ined  an  Act  of  rarliament,  constituting  Their 
»bts,  but  no  Parliamentary  provision  was  made 
])iiy  it  till  1719,  when  XI  0,000  w;l*s  set  apart 
r that  ])urpose,  tube  ]>aid  annually,  in  preference 
all  other  claims.  The  Act  of  1719  empowered 
is  Jklajesty,  by  letters  patent,  to  incor]>orate 
le  proprietors  of  this  debt  into  a Inaly  politic 
id  corporate — a Monte — with  powers  to  do  and 
•rform  all  matters  apjjertaining  to  them  to  do, 
uching  or  concerning  the  said  capital  sum  ; 
id  the  yearly  fund,  payable  in  respect  thereof, 
llis  Majesty  by  the  said  letters  patent  should 
ink  fit  to  grant.  In  ]uirsuance  of  this  Act,  the 
*oprietors,  who  included  persons  in  all  ranks  ot 
le  State,  were  incorinn-ated  in  1724  ; and  by  the 
me  letters  jiateiit,  the  King  agreed  and  cove- 
inted  with  the  corporation  that  he  would,  from 
me  to  time,  grant  them  such  other  powers,  pri- 
ieges,  and  authorities,  as  he  lawfully  might. 

287.  This  was  tlie  body  of  ]UTSons  whom  we 
ive  .seen  aitem]jt  to  force  themselves  upon  the 
iuik  of  Sctttland.  AVhen  they  were  rejmlse<l  by 
lat  body,  they  determined  to  apply  to  the  King 

grant  tliem  jiowers  of  Banking  in  SeotlamI,  in 
irsuance  of  his  agreement  to  gi*ant  tliem  any 
overs  tliat  he  lawfully  might.  They  accord- 
glv  )>etitioiied  him  to  LTaiit  them  powers  to 
ink  in  Scotland,  limited  to  such  of  the  company 
* should  on  or  before  Michaelmas,  1727,  subject 
leir  stock  to  the  trade  of  banking.  This  jieti- 
jii  came  to  the  knowledge  of  the  Hank  in  172(>, 
id  of  course  they  did  everything  they  could  to 
»pose  it.  A cry  was  got  uji  against  them  that 
tey  M’cre  hostile  to  the  House  of  Hanover — that 
ley  charged  t«H>  high  interest  for  their  loans  — 
la't  they  were  too  particular  in  the  securities 
icy  required— tliat  they  would  not  lend  on  their 
vn  stock,  and  other  things.  To  all  these  various 
larges,  tliey,  or  a friend  for  them,  elaborately 
jilied,  and  they  said  that  such  a thing  as  two 
inks  in  one  country  was  never  heard  of — that  if 
cotland  had  two  England  should  have  ten.  Hy 
tis  time  they  had  called  np  ?MOths  of  their 
ock,  or  X30,000,  and  they  alleged  that  that 
us  surticieiit  to  circulate  all  the  credit  that 
lUld  be  required  iu  Scotland.  They  had  some 
uml  views  on  the  subject,  “ For  the  quota  of 
edit  in  a banking  company  must  be  propor- 
med  to  the  atock  of  specie  in  the  nation^  learui.'d 
id  understood  by  long  experience,  and  not  ex- 
uded to  a capital  stock  subscribed  for,  which 
luiiot  in  the  least  help  to  support  the  company’s 
eilit  if  the  specie  of  the  luitiou  decay.” 

288.  The  call  tliat  had  been  made  was  partly 
lid  up  iu  the  Hank’s  own  notes,  just  as  a have 
ell  that  the  subscription  to  the  new  stock  of  the 
auk  of  England  was  i>artly  paid  in  its  own  de- 
•eciated  notes.  An  outcry  was  made  about 
is,  but  it  was  Avell  answereil ; “ Hut  the  objectors 
) not  at  all  consider  this  point.  For  the  pay- 
ents  are  many  of  them  nuule  in  specie,  and 
ink  notes  are  justly  reckoned  the  same  as  specie 
hen  paid  iu  on  a call  of  stock,  because  when  paid 
, it  lessens  the  demand  on  the  Bank.'"  He  also 
ys,  ‘‘A  certain  stoi^k  of  specie  circulating  in  the. 
untry  is  needful  for  currency  of  payments  in 
arkets,  and  amongst  the  meaner  sort  of  people, 
■aring  a due  proportion  to  what  is  running  on 
iper  credit  upon  the  faith  of  the  Tiauking  Com- 
iiy.”  Excellent  doctrines,  iu  strict  accordance 
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with  tlie  ])rinciples  which  made  the  Parliament  of 
Scotland  reject  the  plausible  and  delusive  schemes 
of  Dr.  Chambcrlen  and  John  Law,  for  issuing 
paper  based  upon  land. 

289.  Notwithstanding  the  opposition  of  the 
Bank  of  Scotland,  the  charter  with  powers  of 
banking  was  gnmted  to  the  Equivalent  Comininy 
on  the  Jlst  May,  1727.  Tlie  king’s  deatli  on  the 
11th  June  foilciwing  delayed  it  for  a short  time, 
but  it  was  seal'*d  on  the  8th  July.  Tlie  Com- 
pany took  the  name  of  the  Roy\l  Hank,  and 
commenced  business  on  the  8th  December,  1727, 
with  a capital  stock  of  Xl.'iHOOO. 

290.  Granting  that  all  the  charges  against  the 

old  bank  were  futile  and  gi'oundless,  we  may  well 
rejoice  that  tlie  monopoly  of  the  Hank  of  Scotland 
was  not  permitted  to  subsist.  A writer,  who 
professes  to  be  iiidc]»endeiit  of  either  bank, 
touched  the  right  point  in  reply  to  the  statement 
put  forth  on  behalf  of  the  old  bank  ; “ The  power 
of  monopolies  is,  I believe,  an  exploded  doctrine. 
* * * Did  ever  any  nation  make  an  exclu- 

sive bank  perp'-tual,  or  for  longer  than  twenty- 
one  years?  Or  if  such  an  instance  can  be  given, 
was  the  measure  right  ? * * If  the  old  bank 

should  reidy — ^\’e  are  in  possession,  what  liave 
we  done  to  deserve  to  have  our  ])ossession  dis- 
turbed? The  answer  upon  that  abstract  ques- 
tion is  plain  by  another  question — have  mv, 
the  other  subjects.,  done  to  be.  secluded  f or  by  what 
law  are  we  secluded  from  the  advantofxes  you 
enjoy  The  writer  then  says,  after  comparing 
the  rival  coiiqianies,  “The  obvious  reflection 
which  arises  fr< mi  comparing  these  two  is,  that 
these  candid  and  fair  dealers  luive  also  dealt  pro- 
fitably for  themselves,  (as  it  is  but  reasoiialde 
that  they  should,)  they  liavc  taken  very  gisul 
payment  for  all  the  services  they  have  <loiie  to 
the  nation,  and  what  title  they.,  or  any  other  set  of 
men.,  have  to  an  hereditary  and  indefeasable  rnono^ 
poly  of  bankitiis  is  hard  to  nnder.stand.  * * * 

As  ready  as  our  I’arliament  was  at  the  Union  to 
accommodate  p<  litioiiers,  a perpetual  monopidy  of 
banking  was  a thui^  so  manife.stly  j)ernicious,  that 
no  private  men  umld  have  the  assurance  to  aim  at 
it.,  far  le.ss  could  any  Parliament  be  so  unthinhini^ 
as  to  grant  it."  On*  tlie  south  of  the  Tweed  there 
was  found  a Parliament  so  unthinking  as  to  grant 
a monopoly  of  banking  to  a single  company  fur 
npwanls  of  130  years,  and  the  consequences  fully 
justified  tlie  oinnious  of  the  sagacious  Scot. 

291.  The  directors  of  the  company  were  au- 
thorized to  make  calls  upon  the  proprietors,  to 
the  amount  of  one  half  of  their  stock,  but  there 
were  no  means  given  of  enforcing  the  calls  beyond 
retaining  the  accruing  dividends  until  the  call 
was  satisfied,  d'hey  got,  however,  gi‘eat  assistance 
by  having  X20.000  deposited  with  them  by  the 
Crown.  This  was  sent  doAvn  by  the  government, 
to  be  placed  oui  at  interest,  to  assist  the  fisheries 
and  nianiifactui  es,  and  several  of  the  directors  of 
the  Royal  Hank,  being  among  the  trustees  for  ma- 
naging the  fund,  voted  that  it  should  be  placed  in 
their  own  bank.  Their  charter  also  granted  them 
unlimited  powers  of  issue.  The  alarm  and  jea- 
lousy created  by  the  establishment  of  the  new 
bank  happily  si»on  wore  off,  as  it  was  discovered 
that  so  far  from  injuring  it,  the  inevitable  conse- 
quence followed  that  enlarged  experience  in  com- 
merce would  enable  us  to  predict ; it  increased 
the  prosperity  of  both  of  them,  so  that  the  stock 
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of  the  Bank  of  Scotland  rose  to  400  per  cent.,  and 
that  of  the  Royal  Hank  also  very  high. 

292.  The  Royal  Hank  had  only  been  in  exist- 
ence two  years,  when  it  invented  a further  de- 
velopment of  the  By.stern  of  banking,  which,  by 
the  unanimous  testimony  of  all  jiersons  who  know 
that  country,  has  done  more  to  develojie  its  re- 
sources, and  promote  its  agricultural  ami  com- 
mercial prosperity,  than  any  other  cause  what- 
ever. This  is  the  system  of  cash  credits,  or  cash 
accounts.  Tins  system  deserves  the  most  atten- 
tive consideration,  becau.se  it  is  entirely  of  the 
nature  of  accommodation  paper,  which  has  lalleii 
into  such  disrepute  iu  England,  from  the  enor- 
mous abuse  of  it  tliat  has  taken  iilace.  A\'e  shall 
not  interrupt  our  present  narrative  by  describing 
the  system  here,  but  refer  to  it  elsewhere  (Cash 
Ckeoit).  Ill  1731,  the  Hank  of  Scotland  tried 
again  to  establish  branches  at  Glasgow,  Aberdeen, 
and  Dundee,  but  after  a trial  of  two  years  was 
obliged  to  discontinue  them,  and  the  plan  was  not 
tried  again  till  1774. 

293.  The  unlimited  power  of  issuing  “pro- 
mises to  pay,”  i>laced  in  the  hands  of  two  hostile 
parties,  must  naturally  have  h*<l  to  great  over- 
issues, before  they  acquired  suflicient  experience. 
To  protect  themselves  from  the  consequences  of 
these  over-issues,  as  well  as  from  the  attacks  oi‘ 
each  other,  the  Hank  of  Scotland  iu  1730  intro- 
duced a clause  into  their  notes,  making  them  pay- 
able at  the  option  of  the  directors  of  the  Hank,  at 
the  end  of  six  montlis,  with  u sum  etjual  to  the 
legal  interest  from  tlie  time  of  demaml  to  that 
time.  This  practice  was  adopted  by  all  the  other 
banking  comi>aiiies,  for  tlie  manifest  advantages 
of  bunking  were  so  strikingly  dis]ilayed,  that  after 
the  ex])iry  of  the  monopoly  of  the  Hank  of  Scot- 
land, banking  companies  started  up  in  all  direc- 
tions, and  innuJated  the  country  with  notes. 
When  the  holders  of  the  notes  demanded  payment 
fur  them,  the  directors  of  the  coai])auies  threat- 
ened that  they  would  take  advantage  of  the  op- 
tional clause,  unless  the  demanders  would  content 
themselves  with  a part  of  wliat  they  wanted. 
Moreover,  as  there  was  no  restraint  upon  the 
amount  of  their  notes,  many  of  the  conqianies 
issued  ones  for  10s.,  5s.,  and  even  lower  than  that. 
Ill  IVrthshire  there  were  notes  for  Is.,  and  even 
for  hi.,  and  the  Rcrth  Hanking  Company  was 
founded  partly  to  put  an  end  to  this  nuisance. 
The  inevitable  conseiiuence  followed;  these  jiaper 
notes  drove  all  the  gold  and  silver  out  of  the 
country,  and  the  excliange  with  London  fell. 
Adam  Smith  says,  “ While  the  excliange  between 
London  and  Carlisle  was  at  ]>ar,  that  between 
l.-oudoii  and  Dumfries  would  sometimes  be  4 per 
cent,  against  Dumfries,  though  this  town  is  not 
thirty  miles  distant  from  Carlisle,  Hut  at  Carlisle 
bills  were  paid  in  gold  and  silver,  whereas  at 
Dumfries  they  were  paid  in  Scotch  bank  notes, 
and  the  uncertainty  of  getting  those  bank  notes 
exchanged  for  gold  and  silver  coin  had  thus  de- 
graded them  4 per  cent,  below  the  value  of  that 
coin.”  And  this  was  at  a time  when,  owing  to 
the  degraded  state  of  the  English  coin,  the  foreign 
exchanges  were  adverse  to  England,  and  the  mar- 
ket price  of  gold  was  X4  ]>er  ounce,  so  that  the 
whole  depreciation  of  the  note  wits  about  fii  )>er 
cent.  Thus  we  see  that  at  this  time,  when  the 
Scotch  bank  notes  were  at  a discount,  tliey  were 
in  fact  inconvertible,  or  only  payable  six  months 
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after  demand,  a circumstance  of  great  importance, 
and  one  which  must  be  especially  observed,  as 
this  was  one  of  the  instances  alluded  to  by  Sir 
Robert  Peel  iu  introducing  his  bank  Act  of  1844. 

294.  The  manifest  cousequeiice  followed.  All 
the  gold  left  the  country,  loi  it  always  does  from 
excessive  paper  issues,  and  the  banks  were  all 
obliged  to  employ  agents  iu  J^ondou,  coustautly 
collecting  money  for  tliem,  at  an  expense  of  sel- 
dom less  than  one-aiid-a-half  to  two  per  cent. 
Adam  Smith  says,  “ Tliis  money  wa.s  sent  down 
by  the  waggon,  and  insured  by  the  caj-riers  at  an 
additional  ex])ense  of  three  quarters  per  cent.,  or 
15s.  on  the  XI 00.  Those  agents  were  not  always 
able  to  replenish  the  coffers  of  their  employers  so 
fast  as  they  were  emptied.  In  this  case  the  re- 
source of  the  banks  was  draw  upcm  their  corre- 
spondents ill  London  bills  of  exchange  to  the 
extent  of  tlie  sum  they  wanted.  A\'hen  those 
correspomleuts  afterwards  drew  upon  them  for 
the  payment  of  this  sum,  together  with  the  in- 
terest and  commission,  some  of  those  banks,  from 
the  distress  into  which  their  excessive  circulation 
had  thrown  them,  had  .sometimes  no  other  means 
of  satisfying  this  draught  but  by  drawing  a se- 
cond set  of  bills,  either  upon  the  same  or  upon 
some  other  con*espondents  in  London,  and  the 
same  sum,  or  rather  bills  for  the  same  sum,  would 
ill  this  manner  make  more  than  two  or  three 
jouniies,  the  debtor  bank  always  paying  the 
interest  and  commission  upon  tlie  whole  aecmmi- 
lateil  sum.  Even  those  Scotch  bank.s  Avhich  never 
distinguished  themselves  by  tlieir  extreme  ini- 
prudeuce  were  sometimes  obliged  to  employ  this 
ruinous  resource. 

“ The  gold  coin  wliich  was  jiaid  out  eitlier  by 
the  Hank  of  England  or  by  the  Scotch  banks,  iu 
exchange  for  that  ]>art  of  their  paper  which  was 
over  and  above  what  could  be  emj>loyt*d  in  the 
circulation  of  the  country,  being  likewise  over 
and  above  what  could  be  employed  in  that  circu- 
lation, was  sometimes  sent  abroad  iu  the  shape  of 
coin,  sometimes  melted  down  and  sent  abroad  iu 
the  shape  of  bullion,  and  sometimes  melted  down 
and  sold  to  the  Hank  of  England,  at  the  high 
price  of  X4  an  ounce.  It  was  the  newest,  the 
heaviest,  and  the  best  pieces  only,  whicli  were 
carefully  picked  out  of  the  old  coin,  and  either 
sent  abroad  or  melted  down  at  home,  and  while 
they  remain  iu  the  shape  of  coin,  those  heavy 
pieces  were  of  no  more  value  than  the  light,  but 
they  were  of  more  value  abroad,  or  wlien  melted 
down  into  bullion  at  home.”  This  passage  well 
illustrates  the  quotation  we  have  given  fnau 
Aristophanes  (Aristophanes),  and  is  admirably 
illustrated  by  ■what  took  place  iu  France  during 
the  existence  of  the  Assignats,  and  in  England 
diu'ing  the  suspension  of  casli  payments. 

295.  At  tliis  period  the  Scotch  banks  had  got 
themselves  into  a very  alarming  position,  from 
their  ignorance  of  tlie  true  principles  of  regulating 
a pajier  currency,  as  well  as  of  the  effect  of  an 
excessive  issue  of  pa]>er  in  depressing  the  ex- 
changes, and  causing  an  export  of  gold,  and  not 
perceiving  that,  while  in  this  state,  bringing  gold 
into  the  country  was  like  ]»ouring  water  iuio  a 
sieve,  or  like  the  toil  of  the  Dauaides.  They  had 
been  far  too  prodigal  iu  granting  cash  credits, 
and  allowing  tliem  to  be  converted  into  dead 
loans,  without  observing  the  rules  that  were  spe- 
cially applicable  to  them.  And  everything  seemed 
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to  show  that  matters  would  ^et  worse,  as  the 
amiihilution  of  the  bust  Jacobite  rebellion  iii  174f) 
had  freed  the  country  for  ever  from  the  fear  of 
internal  disturl^auces,  and  numerous  other  eom- 
paiiies  were  forming  to  add  to  the  currency,  which 
was  already  siiperaimiidant. 

I'nited  in  a common  danger,  the  two 
principal  banks  agreed  to  combine  their  iiiHuenee, 
and  obtain  aii  Act  to  remedy  this,  and  the  Statute 
17C5,  c.  41),  was  passe<l,  suppressing  all  notes 
under  20s.,  and  prohibiting  those  to  be  issued 
with  the  optional  danse,  and  enacting  that  all 
sucli  !»otes  should  be  payable  to  the  bearer  on 
demand.  The  banks  also  curtailed  their  cash 
credits  very  extensively,  and  called  up  fresh 
capital.  Owing  to  these  combined  measures, 
silver  immediately  returned  into  circulation,  the 
value  of  the  Scotch  currency  Avas  restftred  to  par, 
and  from  that  time  to  the  present,  although  the 
issues  of  bank  notes  Avere  absolutely  fi*ee  until 
184o,  the  Scotch  currency  has  never  varied 

FROM  PAR. 

297.  The  Bank  of  Scotland  and  the  Roval 
Rank  continued  to  be  the  oidy  chartered  banks 
till  1746,  AA'hea  the  British  Linen  Company  was 
ineor[)« ‘rated,  for  the  purpose  of  carrying  on  the 
linen  manufacture,  and  banking  in  connection 
with  it.  This  comi)any  soon  found  it  expedient 
to  discontinue  the  linen  part  of  their  business,  and 
confine  themselves  to  banking,  and  it  has  since 
become  one  of  the  most  poAverful  and  Avealthy  of 
the  Scotch  banks,  but  it  did  not  introduce  any 
ncAv  feature  into  Scotch  banking. 

298.  This  is  the  first  occasion,  that  Ave  are 
UAvare  of,  on  Avhich  that  abominable  system  of 
accommodation  paper,  Avhich  is  the  sure  ]>recursor 
of  mercantile  convulsion,  aaus  fully  manifested. 
The  Scotch  banks  seem  to  have  learnt  a veiy 
Avholesome  lesson,  and  contracted  their  issues 
more  Avithiu  the  bounds  of  prudence.  This  Avas 
a source  of  prodigious  annoyance  to  a A ast  num- 
ber of  si>eculators  and  adventurers.  The  i>ru- 
dence  which  the  banks  exercised  in  discounting, 
not  only  alarmed,  but  enraged  these  projectors  to 
the  highest  degree.  “Their  own  distress,'*  says 
Adam  Smith,  “ of  Avhich  this  prudent  and  neces- 
sary reserve  of  the  banks  AA  as  no  doubt  the  imnie- 
dia'te  occasion,  they  called  the  distress  of  the 
country;  and  this  distress  of  the  country  they 
said  Avas  altogether  OAving  to  the  ignorance,  pusil- 
lanimity, and  bad  conduct  of  the  banks,  wliich  did 
not  give  a sufficiently  liberal  aid  to  the  spirited 
undertakings  of  those  Avho  exerted  themselves  in 
order  to  beautify,  improve,  and  enrich  the  country. 
It  was  the  duty  of  the  banks,  they  seemed  to  think, 
to  lend  for  so  long  a time,  and  to  as  great  an  ex- 
tent, as  they  might  wish  to  borrow.  The  banks, 
however,  by  refusing  in  this  manner  to  give  more 
credit  to  those,  to  wliom  they  liad  already  given 
a great  deal  too  much,  took  the  only  method  by 
Avhich  it  AA'as  iioav  ])ossible  either  to  save  their 
own  credit,  or  the  public  credit  of  the 
country. 

“ In  the  midst  of  this  clamor  and  distress,  a 
neAv  bank  Avas  established  in  Scotland,  for  the  ex- 
press purpose  of  relieving  the  distress  of  the  coun- 
try. Tlie  design  avus  generous,  but  the  executiun 
Avas  imprudent ; and  the  nature  and  causes  of  the 
distress  Avhieh  it  meant  to  reliOA^e,  Avere  not,  per- 
haps, Avell  understood.  This  bank  Avas  more 
liberal  than  any  iiad  ever  been,  both  in  granting 


cash  accounts,  and  in  discounting  bills  of  ex- 
change. Witii  regard  to  the  latter,  it  seems  to 
have  made  scarce  any  distinction  between  real 
and  circulating  bills,  but  to  liave  discounted  all 
cijiially.  It  Avas  the  avoAA'ed  principle  of  this  bank 
to  advan«!0,  upon  any  reasonable  security,  the 
Avhole  ca]'ital  which  was  to  be  employed  iu  those 
improvements  of  Avhich  the  returns  are  the  most 
sloAv  and  distant,  such  as  the  improvements  of 
land.  Tn  ])rmnote  such  improvements  was  even 
said  to  bi  the  chief  of  tlie  imblic  si>irited  pur]>oses 
for  Avhidi  it  A\’as  iustitiited.  By  its  liberality  in 
granting  < ash  accounts,  and  in  discounting  bills  of 
exchange,  it  no  doubt  issued  great  quantities  of 
its  bank  notes.  But  those  bank  notes  being,  tlie 
greater  part  of  them,  over  and  abewe  Avhat  the 
circulation  of  the  country  could  easily  absorb  ami 
employ,  r -tunied  upmi  it,  in  order  to  be  exchanged 
for  gold  and  sil\*er,  as  fast  as  tliey  A\-ere  issued. 
Its  coders  were  never  Avell  filled.  The  ca[tital, 
which  had  been  subscribed  to  this  bank  at  t\A'o 
ditfereut  .subscriptions,  amounted  to  £160,000,  of 
wliich  80  per  cent,  only  were  paid  up.  This  sum 
ought  to  have  been  paid  in  atseA^eral  diftereiit  in- 
stalments. A great  part  of  the  proprietors,  Avhen 
they  paid  in  their  first  instalment,  opened  a cash 
account  aa  ith  the  bank  ; and  the  directors,  think- 
ing themselves  obliged  to  treat  their  own  pmprie- 
tors  Avith  the  same  liberality  with  Avhich  they 
treated  all  other  men,  alloAA'ed  many  of  them  to 
borroAA'  u]>ou  this  cash  account,  Avhat  they  paid  iu 
upon  all  tlieir  subsequent  instalments.  Such  pay- 
ments, therefore,  only  put  into  one  cotfer  Avhat 
had  the  nuunent  before  been  taken  out  of  another. 
But  had  I he  cotfers  of  this  bank  been  filled  ever 
so  Avell,  its  excessive  circulation  must  lia\e  emp- 
tied tliem  faster  than  they  could  have  been  rei)le- 
iiished  by  any  other  expedient,  but  tlie  rniiious 
one  of  dr.iwing  upon  London,  and  when  the  bill 
became  due  ]>aying  it,  together  AA'ith  interest  and 
commission,  by  another  draught  upon  the  same> 
place.  Its  coffers  having  been  filled  bo  A'cry  ill, 
it  is  said  to  have  been  driven  to  this  resource, 
Avithin  a very  foAv  months  after  it  began  to  do 
business.  The  estates  of  tlie  proprietors  of  this 
bank  were  AV(.u*th  several  millions,  and  by  their 
subscription  to  the  original  bond,  or  contract  of 
the  bank,  Avere  really  pledged  for  answering  all 
its  engagi  iuents.  By  means  of  the  great  credit 
Avhich  so  great  a pledge  necessarily  gave  it,  it  Avas, 
uotwithst.mding  its  too  liberal  conduct,  enabled 
to  carry  on  business  for  more  than  tA\o  years. 
Wlien  it  was  obliged  to  stop,  it  had  in  circu- 
lation abfiit  £200,000  in  bank  notes.  In  order 
to  support  the  circulation  of  those  notes,  Avhieh 
AV'ere  continually  returning  iqmii  it,  as  fast  as  they 
AA'cre  issued,  it  had  been  constantly  in  tlie  practice 
of  druAviiig  bills  of  exchange  upon  London,  of 
which  the  number  and  value  were  continually  in- 
creasing, and  Avheii  it  stopped,  amounted  to  up- 
wards of  £600,0000.  Tliis  bank  therefore  had,  in 
little  mon  than  tlie  course  of  two  years,  advanced 
to  difiereiit  people  upwards  of  £800,000  at  5 per 
cent.  Ui'uii  the  £200,000  Avhicli  it  circulated  in 
bank  notes  this  5 percent,  might  perhaps  be  con- 
sidered as  elear  gain,  Avithuut  any  other  deduction 
besides  the  expense  of  management,  But  upon 
upwards  cf  £600,000,  for  Avhich  it  aa'us  continually 
draAviiig  bills  of  exchange  upon  Loudon,  it  was 
paying  ill  tlie  Avay  of  interest  and  commission, 
npward-s  i-f  8 per  cent.,  and  Avas  consequently  los- 
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ing  more  than  3 per  cent,  upan  more  than  throe- 
fourths  of  all  its  dealings. 

“ The  operations  of  tins  bank  seem  to  have  pro- 
duced efiecl.s  quite  opjiosite  to  those  which  were 
intended  by  the  juirticular  persons  who  planned 
and  directed  it.  They  seem  to  have  intended  to 
sup])ort  the  spirited  undertakings,  for  as  such  they 
considered  them,  which  were  at  tliat  time  carry- 
ing on  in  different  parts  of  the  country,  an<l  at  the 
same  time,  by  drawing  the  avIioIc  banking  business 
to  themselves,  to  supplant  all  the  other  Scotch 
banks,  particularly  those  established  at  Edin- 
burgh, Avhose  backwardness  iu  discounting  bills 
of  exchange  had  given  stune  offence.  Tins  bank, 
no  doubt,  gave  some  temporary  relief  to  those 
projectors,  and  enabled  them  to  carry  on  their 
projects  for  about  tAvo  years  longer  than  they 
could  otherAvise  have  done.  But  it  thereby  only 
enabled  them  to  get  so  much  deeper  into  debt,  so 
that  Avhen  ruin  came,  it  fell  so  much  the  heavier 
both  uj)ou  them,  and  upon  their  creditors.  The 
operations  of  this  bank,  therefore,  instead  of  re- 
lieving, in  reality  aggra\ated,  in  the  long  run,  the 
distress,  Avhich  those  projectors  had  brought  both 
upon  themselves  and  upon  their  country.  It 
Avould  have  been  much  belter  for  themselves, 
their  creditors,  and  their  country,  had  the  greater 
I>art  of  them  been  obliged  to  stoji  two  years  sooner 
than  they  actually  did.  The  temporary  relief, 
however,  Avhich  this  bank  atiurded  to  those  pro- 
jectors proved  a real  and  permaiieiit  relief  to  the 
other  Scotch  banks.  All  the  dealers  in  circulat- 
ing bills  of  exchange,  Avhich  those  other  banks 
liad  become  so  backward  iu  discounting,  had  re- 
course to  this  new  bank,  Avhere  they  Avere  received 
Avith  open  arms.  Those  lUher  banks  Avere  enabled 
to  get  A^ery  ea.*'ily  out  of  that  fatal  circle,  from 
which  they  could  not  otherwise  have  disengaged 
themselves,  Avithout  incurring  a considerable  loss, 
and  perhaps,  too,  even  some  degree  of  discredit. 

In  the  long  run,  therefore,  the  operations  of  i 
this  Bank  increased  the  real  distress  of  the  j 
country,  Avliich  it  meant  to  relieve ; and  effectually 
relieved  fnmi  a very  great  distress  those  rivals 
Avhom  it  meant  to  supplant. 

“ At  the  first  setting  out  of  this  bank,  it  >va.s 
the  opinion  of  some  people  that  Iioav  fast  soever 
its  coffers  might  be  eniiitied,  it  might  easily 
rejileiiish  them,  by  raising  money  upon  the  secu- 
rities nf  those  to  Avhom  it  had  advanced  its  paper. 
Ex]>erieiiee,  I believe,  soon  convinced  them  that 
this  metliod  of  raising  money  >vas  by  much  too 
slow  to  ansAver  their  purpose ; and  that  coffers, 
Avhich  Avere  originally  so  ill  filled,  and  Avhich 
enqitied  themselves  so  very  fast,  could  be  replen- 
ished by  no  other  expedient,  but  the  ruinous  one 
of  druAviiig  bills  upon  London,  and  Avheii  they 
became  due,  ]mying  them  by  otlier  draughts  upon 
tlie  same  place,  Avith  accumulated  interest  and 
commission.  But  though  they  had  been  able  by 
this  method  to  raise  money  as  fast  as  they  wanted 
it,  yet,  instead  of  making  a profit  they  must  haA  e 
sutibreil  a loss  by  every  such  operation ; so  that, 
ill  the  long  run,  they  must  have  ruined  them.selves 
as  a mercantile  company,  though  perhajis  not  so 
.S' Mill  as  by  the  more  expensive  practice  of  draw- 
ing and  redraAving.  They  could  still  have  made 
uoilung  by  the  interest  of  the  ]>a[ier,  Avhich  being  , 
(fver  and  above  what  the  circulation  of  the  country  i 
could  absorb  and  employ,  returned  upon  them  iu 
order  to  be  exchanged  for  gold  and  silver,  as  fast 
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as  they  issued  it ; and  for  the  payment  of  which, 
they  Avere  themseh-es  continually  obliged  to 
borroAv  money.  On  the  contrary,  the  whole 
expense  of  this  borrowing,  of  employing  agents 
to  l(Kjk  out  for  iieojde,  avIio  had  money  to  lend,  of 
; negotiating  Avith  those  jicople,  and  of  drawing 
the  pro]»er  bond  m*  assignment,  must  have  fallen 
upon  them,  and  lm\e  been  so  much  clear  loss 
I u|KJii  the  balam*e  of  tlieir  accounts.  'I'he  project 
I of  rejileiiishing  their  cttfi'ers  in  this  manner,  uiaA* 

I be  compared  to  that  of  a man  avIio  had  a Avater 
^ jtond,  from  Avhieh  a stream  Avas  continually  niii- 
ing  out,  and  into  which  no  stream  aa  os  contimiallv 
' running,  but  Avho  ]troposed  to  keep  it  always 
equally  full,  by  ein]doyiiig  a number  of  people  to 
go  coiitiuually  A\ith  buckets  to  a aacII,  at  some 
miles*  distance,  in  order  to  bring  A\*ater  to  re- 
plenish it. 

“ But  though  this  operation  had  proved  not  only 
practicable,  but  profitable  U>  the  Bank,  as  a mer- 
cantile company,  yet  the  country  could  liave 
derived  no  benefit  from  it ; but,  on  the  contrary, 
must  have  suffered  a veiy  considerable  loss  by  it. 
This  operation  could  not  augment  in  the  smalle.st 
degi'ee  the  (juautity  of  money  to  be  lent.  It 
could  Only  haA'e  erected  this  bank  into  a sort  of 
general  loan  office  for  the  Avhole  country.  Those 
Avho  Avauted  to  biirrow  must  liaA  e applied  to  this 
bank,  instead  of  applying  to  the  jiriA-ate  persmis 
Avho  had  lent  it  their  money.  But  a bank  Avhich 
lends  money,  perhaps,  to  5CX)  different  ])et»ple,  the 
greater  part  of  Avliom  its  directors  can  know  verv 
little  about,  is  not  likely  to  be  more  judicious  iu 
the  choice  of  its  debtors  than  a private  persmi, 
Avho  leiuls  out  his  money  among  a feAA’  ]>eople, 
whom  lie  knoAvs,  and  in  AA'Iiose  sober  and  frugal 
conduct  he  thinks  lie  has  goml  reason  to  cmifide. 
The  debtors  of  such  a bank  as  that  Avhose  con- 
duct I haA'e  been  giving  some  account  of,  Avere 
likely,  the  greater  part  of  them,  to  be  chimerical 
projectors,  the  drawers  and  redraAvers  of  circu- 
lating bills  of  exchange,  Avho  Avould  employ  the 
money  in  extravagant  undertakings,  which’  Avith 
all  the  assistance  that  could  be  given  them,  they 
Avould  probably  never  be  able  to  complete,  and 
Avhich,  if  they  should  be  conqileted,  Avould  never 
repay  the  expense  AA'hich  they  had  really  cost. 
Would  never  attbrd  a fund  capable  of  maintaining 
a quantity  of  labor  eipial  to  that  Avhich  had  been 
employed  about  them.  The  sober  and  frugal 
debtors  of  private  persons,  on  tlie  contrary,  would 
be  more  likely  to  employ  the  money  borroAved  iu 
sober  undertakings,  which  Avere  jiroportioned  to 
their  capitals,  andAvhich,  though  they  might  have 
less  of  the  grand  and  the  marvellous,  Avould  have 
more  of  the  solid  and  the  profitable,  Avhich  Avould 
repay  AAith  a large  profit  Avhate\  er  liad  been  laid 
out  upon  them,  and  which  would  thus  afford  a fund 
capable  of  inaintaiuiug  a much  gi*eater  quantity 
of  labor  than  that  Avhich  had  been  employed 
about  them.  The  success  of  this  operation, 
therefore,  without  increasing  iu  the  smallest 
degiee  the  capital  of  the  t:omitry,  Avould  onlv 
have  transferred  a great  part  of  it  from  prudent 
and  profitable,  to  imprudent  and  unprofitable 
undertakings." 

299.  This  bank,  to  which  this  long  extract 
refers,  Avas  the  celebrated  Ayr  Bank,  avIucIi 
Ava.s  founded  to  remedy  the  alleged  di.<tress  caused 
by  the  niggardly  conduct  of  the  exUting  banks. 

It  was  started  by  a company  Avhich  comprised 
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the  Duke  of  Hamilton  and  manj^  other  landed 
]>ro]>rietors  of  immense  wealth,  and  it  was  based 
on  the  fatal  delusion  that,  because  the  capital 
and  property  of  its  proprietors  was  undoubted, 
it  mi;^ht  therefore  ir^sue  n<»tes  to  any  amount 
without  depreciation.  This  was  exactly  John 
Law's  theory  of  inoiicv,  and  this  bank  is  a I're;;- 
nant  instance  of  its  fallacy.  The  painjdilet  we 
have  already  quoted  fi'om.  rehuiujito  the  Bank  of 
Scotland,  had  already  seen  and  denounced  tliis 
fallacy,  fur  it  said,  with  perfect  truth  and 
wisdiun,  that  no  /naffer  what  the  capital  of  a 
banking  coinpany  is^  the  paper  crcilit  in  the  shape 
of  noten-,  which  it  can  circubite^  hears  a certain  pro- 
portion to  the  existing  specie  in  the  country^  and 
this  can  only  be  ascertained  by  experience. 
Now,  this  strikes  at  the  root  of  John  Law's 
whole  theory,  because  that  is  based  njxm  the 
fallacy  that  bank  notes  only  ju’operty, 

and  therefore  may  be  multij)lied  to  the  extent  of 
any  existin^f  property  witiioiit  depreciation— a 
theory  who<e  ri'sulls  may  be  seen  in  tlie  history 
of  the  Assi^mats  (Assignats),  wliereas  the 
real  truth  and  fact  is,  that  bank  notes  do  not 
represent  wwy  pr<*perty  whatever,  but  are  them- 
selves indepeudeiit  entities,  and  can  only 
maintain  their  value,  like  any  other  iiide- 
]»endeiit  entities,  by  bearin'^  a certain  propor- 
tion to  the  sp(’cie  (Bank  Noti:).  Nor  is  Adam 
Smith  correct  in  what  lie  says,  that  the  operations 
of  bankinf?  do  not  increase  tlie  capital  of  the 
country;  there  is  no  more  delusive  fallacy  than 
this  in  Political  Economy;  it  is  just  because 
bankinr;  docs  increase  capital  so  ra])idly  that 
it  is  so  danjxerous.  It  is  just  for  the  very  reason 
that  bank  credits,  whellicr  in  the  btrm  of  ])ro- 
inis.sory  notes,  or  entries  and  cheques,  perform 
exactly  the  same  functions,  and  are  in  all  resiiects 
equivalent  to  the  creation  of  so  much  additional 
capital,  that  they  so  fatally  dein’i-ciate  the  value  of 
the  existing  specie,  if  they  are  miilliplied  too  ra- 
])idly.  However,  this  is  so  fully  explained  under 
B\nk,  Bank  Note,  and  Deposit,  that  we  shall  not 
sav'  nn>re  about  it  here.  The  fatal  erri  u*  of  I he  Ayr 
Bank,  and  of  Law's  theory  is  this,  not  that 
capital  miglil  be  increased  by  banking,  but  in  not 
j)erceiving  the  true  nntnrfd  li/nits  to  the  increase — 
in  not  seeing  that  the  true  limits  were  to  be  found 
in  its  maintaining  an  equality  of  value  with  gold 
and  silver.  I'liis  unfortunate  emieern  was  sup- 
posed to  have  been  ins(»lvent  williin  a fortnight 
after  it  commenced  business.  Its  mistaken  course 
inflated  speenlalion  ; the  accommodation  bill 
system,  wliieli  has  been  tlie  cause  of  every  eom- 
jiiercial  crisis  from  that  time  to  this,  jironioted 
by  this  bank  and  (Uher  speculators,  formed  the 
exaet  antetyjn;  of  the  proceedings  of  llie  Western 
Bank,  and  its  herd  of  adventurers  in  ls.>7.  The 
exian'ts  in  1771  and  177*2  ntse  to  a licight  they 
had  never  done  before,  and  which  they  did  not 
again  equal  till  17S7.  While  commerce  was  in 
tliis  ap]iareiitly  ju'osjteroiis,  but  in  reality  blunted 
and  diseased  condition,  the  iniiictiire  of  a ]iin  was 
snrticieut  to  make  it  collapse.  On  the  lOtli  June, 
1772,  a partner  in  one  of  the  greatest  banking 
firms  in  London,  Neale  6c  Co.,  decamped  witli 
.£.*100,000,  liaving  been  deeply  engaged  in  specu- 
lating in  the  funds.  This  man,  named  Fordyce, 
was  a Scotchman,  and  had  a large  Scotch  euii- 
neclioii ; these  were  blown  np(m  by  the  iailnre  of 
their  London  agent,  and  a complete  commercial 
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panic  began.  The  Ayr  Bank  had  branches 
in  Edinbiirg’i  and  Dumfries,  and  a run  began 
upon  it  on  the  17th  June,  1772,  in  Edinburgh, 
and  it  stopjn  d payment  on  the  2.5th,  along  with 
a crowd  of  'peenlator.s.  The  whole  of  Scotland 
was  shaken  to  its  foundations.  There  hatl  been 
no  disaster  similar  to  it  since  the  Darien  scheme, 
and  there  h is  beini  none  since  like  it,  until  tho 
failure  of  lit**  AVestern  Bank.  The  credit  even 
of  file  other  '»auks  was  almost  gone.  The  person 
who  was  llh'  immediate  cause  of  the  collapse  of 
the  rotten  Imbble  of  credit  being  a Scotchman, 
the  London  ]iai>ers  teemed  with  tirades  of  abuse 
of  everythin;:  Scotch. 

300.  A V riter  in  one  of  the  papers  says  that 
the  aceommorlation  bill  system  first  sprung  up 
llien.  in  ih''  Putdic  Adeertiser-^  July  K,  1772,  it 
says  in  a letter,  “Banking  Companies  have 
aiqieared  in  almost  every  corner  of  the  kingdom, 
and  Bills  of  Fxchaiige  have  l>eeii  multiplied  by  a 
new  inethoil  calletl  SwicelUng^  without  any  solid 
transaction.’'  Adam  Smith,  however,  ])laces  it 
earlier ; si>eaking  of  the  refusal  of  the  banks  to 
discount  to  the  extent  the  speculators  wished,  he 
say.s,  “ Sonn  rJ  those  traders  had  recourse  to  an 
expedient,  wliich  for  a time  served  their  purpose, 
tliongh  at  a much  greater  expense,  yet  as  effec- 
tually as  the  utmost  extension  of  bank  credits 
Could  have  done.  Thisexi>edient  was  no  other  than 
the  well  known  shift  of  drawing  and  redrawing; 
the  shift  to  V hicli  unfortunate  traders  have  some- 
times roeonrsc  when  they  are  upon  the  brink  of 
bankruptcy.  The  practice  of  raisiw^  money  in 
this  manner  httd  lon^  been  hnown  in  PngUuuf 
and  during  the  course  of  the  late  war,  when  the 
high  yiroHts  of  trade  afforded  a great  temi>tation 
to  over-trading,  is  said  to  have  been  carried  on  to 
a very  great  extent.  From  Englaml  it  was 
brought  to  Scotland,  where  in  proportion  to  the 
very  limited  commerce  and  to  the  very  moderate 
capital  of  the  country,  it  was  soon  carried  on  to  a 
much  greatei*  extent  than  it  ever  had  been  in  Eng- 
land. Tlie  jiraetice  of  drawing  and  redrawing  is 
so  well  kno^\  n to  all  men  of  business,  that  it  may 
perhaps  be  thought  unnecessary  to  give  an  account 
of  it."  And  yet  a respectable  Avitness,  Mr. 
Latonche,  d qmted  by  the  ywivate  bankers  of 
Dublin  to  give  evidence  before  the  Committee  of 
the  House  of  Coinnions  in  1858,  says  that  the 
acconunodatiou  bill  system  “arose  from  a new 
element,  Avhich,  Avheu  the  Act  of  1844  was  made, 
did  in»t  exist  at  all,  and  that  Avas  the  immense 
amount  of  deposits  in  the  hands  of  Joint  Stock 
Banks  paying  interest ! !" 

301.  We  may  also  notice  a fact  that  AA'as 
asserted  at  this  time,  especially  as  it  has  been 
brought  up  again  in  tlie  recent  crisis  in  Scotland. 
It  Avas  generally,  if  not  universally  supposed  in 
Scotland  tli.it  tliree  of  the  chartered  banks,  the 
Bank  of  Siothiiid,  the  Royal  Bank,  and  the 
J^rili.^h  Lim  n Company,  were  banks  Avitli  limited 
liability.  If  is  even  positively  staleil  so  in  the 
Reports  of  both  llonsesof  Rarliameiit,  in  1826. 
Recently,  lu'Ave\*er,  this  has  been  called  in  ques- 
tion with  regard  to  the  two  latter  banks.  Mr. 
Hodgson,  a Director  c»f  tho  Bank  of  England,  in 
giving  evidt  nee  before  the  late  Committee,  says, 
Q.  3.575,  “ The  only  bank  existing  in  Scotland 
with  limited  liability  is,  I believe,  the  Bank  of 

' Scotland;  there  is,  I belicAe,  a A'cry  great  doubt 

I about  the  Royal  Bank  of  Scotland,  and  the  British 
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Linen  Company,  having  a limited  liability;  I 
biflieve  that  Ihb  Bank  of  Scotland  has  a perfect 
charter,  as  perfect  as  that  of  the  Bank  of  Eng- 
land; I lielieve  that  Ihongli  the  i»lher  Iavo  banks, 
Avhich  I have  named,  have  charters  conferring 
certain  pri\'ileges,  it  is  very  much  doubted  Avhe- 
tlicr  in  those  in-ivileges  limited  liability  is  in- 
cluded. Mr,  Cayley~~\f>,  tliefC  not  a general 
iinpre.ssion  in  Scotland  that  they  are  banks  of 
limited  liability? — There  ha.s  been  tliat  inqwes- 
sion  not  only  in  Scotland,  but  in  England,  and 
amongst  their  oavii  customers;  but  oflate  tliat 
opinion  has  been  very  much  shaken,  and  I believe 
that  the  opinion  of  the  Lonls  of  Session  noAv  is, 
that  those  banks  have  not  limited  liability." 
IIoAvever,  there  is  in  tlie  Public  Advertiser  of  the 
22nd  June,  1772,  a letter  from  an  apparently 
Avell  informed  person,  stating  that  the  proprietors 
of  the  Bank  of  Scotland  are  fully  liable  for  all  its 
debts,,  and  that  their  property  is  worth  several 
millions,,  and  urging  that  as  a strong  reason  Avhy 
the  Bank  of  England  should  come  forward  to  their 
assistance.  Noav,  if  this  be  so,  it  Avill  certainly  be 
a great  surprise  to  common  opinion.  May  it  be 
long  before  the  question  in  respect  to  either  Bank 
has  any  practical  importance. 

302.  In  1 774,  by  the  Statute  of  that  year,  c.  32, 
the  Bank  of  Scotland  aa'us  authoriziMl  to  double 
its  capital  stock,  and  the  limit  Avhich  any  share- 
holder might  hold  Avas  raised  to  forty  shares.  In 
tliis  year  the  Bank  began  successfully  to  es- 
tablish branches,  AAiiich  has  since  become  so 
marked  a feature  in  Scotch  banking.  In  1784, 
by  the  Statute  of  tliat  year,  c.  12,  the  capital  of 
the  Bank  was  raised  to  £300,000,  and  all  restric- 
tions as  to  the  amount  of  stock  any  i>ro]n*ietor 
might  hold,  taken  off.  In  1702,  by  the  Statute 
of  that  year,  c.  25,  the  capital  Avas  raised  to 
£600,000,  and  by  Statute,  1 704,  c.  1 0,  to  £ 1 ,000,000, 
and  by  Statute,  1804,  c.  23,  to  £I,5(H>,000,  of 
which  £1,000,000  has  l>een  culled  up,  and  at  which 
it  still  remains. 

303.  The  next  great  commercial  crisis  Avas  in 
1703.  This  also  extended  to  Scotland.  This 
was  attributed  by  the  best  contemporary  writers 
to  the  inordinate  multi]ilication  of  the  cmintry 
bankers,  and  the  commencement  of  the  revolu- 
tionary Avar.  Three-fourth.s  of  the  country 
bankers  in  England  Avero  gi*eatly  shaken.  The 
Bank  of  England  refu.sed  all  assistance,  in  spite 
of  all  solicitations  made  to  it,  for  Avhicli  it  is  se- 
verely blamed  by  Sir  Francis  Baring  (Baring, 
Sir  Francis),  and  the  Bullion  Report  (Bileion 
Report).  When  the  Bank  adojited  this  perA'erse 
course,  universal  failure  seemed  imminent.  Sir 
John  Sinclair  remembered  the  precedent  of  1607, 
when  Alontague  had  sustained  jmblic  credit  by 
an  issue  of  Exchequer  Bills,  and  thought  that  a 
similar  jdan  might  be  foIloAved  in  this  crisis. 
]\Ir.  Pitt  desired  him  to  iiropose  a scheme  for  the 
jmrpose,  Avhich  he  presented  on  the  16th  A]n*il. 
A committee  of  the  House  of  Commons  was  im- 
mediately appointed.  In  the  meantime  a director 
of  the  Royal  Bank  of  Scotland  came  u]),  Avith  the 
most  alarming  ncAVS  from  Scotland.  J'lie  imblic 
banks  Avere  Avholly  unable,  Avith  dne  regard  to 
their  oavu  safety,  to  fnrni>h  the  aeeinnmodation 
necessary  to  support  coimuercial  huii.ses.  and  the 
country  bankers.  That  u^le^s  they  received 
iimnediate  assistance  from  government,  general 
failure  Avonld  ensue.  Numerous  houses.  avIio 
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; AA*ere  ]>erfeetly  solvent,  must  fall,  unless  they 
I c»mld  obtain  teinjiorary  relief.  Mr.  Macdowall, 
1 M.P.,  for  (iiasgow,  stated  that  the  commercial 
houses  and  manufactories  there,  avitc  in  the 
greatest  distr<*ss,  from  the  destruction  of 

credit.  That  the  distress  arose  from  the  refusal 
of  tlie  (Iiasgow,  Paisley,  and  Greenock  banks  to 
discount,  as  their  notes  were  poured  in  ujnni  them 
for  gold.  This  ]ianie  avus  allayed  by  the  Govern- 
ment consenting  to  issue  small  exchequer  bills, and 
by  tile  activity  of  Sir  John  Sinclair,  in  getting 
money  sent  iIoavii  to  GlasgoAv,  in  antiei]*ation  of 
these  exchequer  bills.  (Crisis,  Commerciai..) 

304.  In  1797,  Avhen  the  Bank  Restriction  Act 
Avas  passed,  all  banking  companies  and  bankers 
in  Scotland,  Avere  allowed  to  issue  notes  payable 
to  bearer  on  demand,  for  any  sum  under  20s. ; 
but  though  the  Bank  of  Ireland  was  ordered  to 
sn.'i])end  cash  payments,  the  Scotch  banks  aattc 
never  alloAved,  or  eomi»eIled  to  do  so,  and  the 
Scotch  banks  continued  during  the  Avhole  revolu- 
tionary Avar  liable  to  ]>ay  cash  on  demand. 

305.  The  next  occurrence  that  avo  may  men- 
tion, as  it  AA'as  regarded  as  a political  event,  Avas 
the  tVmudation  of  the  Cinuinercial  Bank  in  1810. 
This  was  at  the  time  Avhen  the  high  I’orv 
regime  Avas  in  its  liighest  and  palmiest  state,  and 
the  banks  were  alleged  to  carry  their  fiolities  into 
then*  business.  Tlie  Liberal  party  then  deter- 
mined to  found  an  opposition  bank,  Avhich  Ava^ 
named  the  Commercial,  Avhich  has  attained  as 
great  an  emimnice  as  anv  of  the  older  ones  in 
jmblic  estimation.  Its  capital,  as  yet  paid  u]>,  is 
£600,000,  which,  its  ilirectors  very  recently  gave 
the  satisfactory  assurance  to  its  shareholders,  i- 
jicrfectly  intact,  and  in  addition  to  that,  it  lia> 
£400,000  of  accumulated  juMfits  as  a reserve 
fuml.  This  bank  subsequmitly  obtained  acliarter, 
but  the  liability  of  its  sliarciiolders  is  spec‘ialB 
declared  unlimited. 

306.  In  1818,  it  being  found  that  many  fo- 
reigners availed  llieinselves  of  the  privilege  of 
naturalization  by  purchasing  stock  in  the  Bank 
of  Scotland,  this  danse  in  their  original  A(*t  A>  as 
rejiealed. 

307.  The  long  and  dreadful  catalogue  of  bank- 
ing failures  in  England,  ditetiy  oAviiig  to  the  immo- 
jioly  of  the  Bank  «»f  England,  and  Avhieh  were 
attributed  to  the  issues  of  the  £ I notes  of  the  coun- 
try bankers,  maile  the  ministry  of  18*26  dcsinms 
to  aboli>h  them  in  Scotland  and  Ireland,  at  the 
same  time  as  they  did  those  of  England,  lint 
this  raised  such  a ferment  in  the  country,  that 
the  government  consented  that  committees  of  IhuIi 
Houses  should  be  ajipointed  to  inquire  into  the 
matter.  The  result  Avas  so  eminently  favoralde 
to  the  Scotch  banking  system,  that  no  fnrtlier 
interference  Avas  attempted.  “With  respect  to 
Scotland,"  says  the  report  of  the  Lords,  “it  is  to 
be  remarked  that  during  the  jaTiod  from  1766  to 
1797,  Avlien  no  small  notes  AA'ere  by  Iuav  is^uable 
in  England,  the  jiurtion  of  the  currency  of  Scot- 
land in  Avhich  payments  under  £5  Avere  made, 
continued  to  consist  almost  entirely  of  notes  of 
£1  and  £1  Is.,  and  that  no  iiiconA'cnieiice  is 
knoAvn  to  have  resulted  from  this  difference  in 

’ the  currency  of  the  two  countries.  This  circnin- 
stauce,  annuig  others,  lemls  to  ]>rovo  that  unifor- 
mity, hoAATwer  desirable,  is  not  indispensably  nc- 
I cessary.  It  is  also  ]u*oved  by  the  evidence,  and 
bv  the  docimi'-nts,  tliat  the  banks  of  Scotland. 
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whether  chiirtered  or  joint  stock  companies,  or  i 
private  estaMishments,  iiave  for  more  than  a con-  ' 
lury  exhibited  a stability  wliich  the  committee 
bidieve  to  be  unexampled  in  the  history  ofbank- 
inj(;  that  they  supported  themselves  from  1797 
to  181*2,  without  any  protection  from  the  restric- 
tion by  which  the  Hank  of  Eiifrlaml,  and  that  of 
Ireland,  were  relieved  from  cash  ])ayments  ; that 
there  was  little  demand  for  pold  diirinj:  the  late 
embarrassments  in  the  circulation  ; and  that  in  the 
whole  period  of  their  establishment,  there  are  not 
more  than  two  or  three  instances  of  baiikruiitcy. 
As  during  the  whole  of  this  ]>eriod  a iart,^•  ]MH’tion 
of  their  issues  consisted  almost  entirely  of  notes 
not  exceeding  £\^  or  £l  Is.,  there  is  the  .strongest 
reason  for  concluding  that,  as  far  as  respects  the 
banks  of  Scotland,  the  issue  of  paper  of  that  de- 
scription has  been  found  compatible  with  the 
highest  degree  of  solidity ; and  that  there  is  not, 
therefore,  while  they  are  condneted  upon  their 
present  system,  sufficient  gi'ound  for  proposing 
any  alteration,  with  the  view  of  adding  to  a soli- 
dity w'hich  has  so  long  been  sufficiently  esta- 
blished.” The  report  of  the  Commons  was  also 
adverse  to  any  legislative  interference  with  Scotch 
banking. 

308.  Xo  interference  with  Scotch  banking  took  i 
])lace  till  1845,  when  Sir  Robert  Peel  having  car- 
ried his  Bank  of  England  Charter  Act,  and  Joint 
Stock  Banking  Act,  with  scarcely  a breath  of 
opposition,  determined  to  regulate  those  of  Scot- 
land and  Ireland,  as  well.  The  principal  provi- 
sioiLS  of  tliis  Act,  Statute  1845,  c.  38,  are  as  fol- 
lows : — 

I.  All  persons  had  been  prohibited  by  the 
Statute  1844,  c.  32,  from  commencing  to  issue 
notes  after  the  6th  May,  1844,  in  the  United 
Kingdom,  and  all  such  persons  in  Scotland  as 
were  lawfully  issuing  their  notes  between  the  6th 
May,  1844,  and  the  1st  Alay,  1845,  were  to  certify 
fo  the  C<mimi.ssioners  of  Stainj).s  aud  'Faxes,  the 
name  of  the  firm,  and  the  i)laces  where  they  issued 
such  notes. 

II.  The  commissioners  were  to  ascertain  the 
average  number  of  such  bankers’  notes  in  circu- 
lation during  the  year  preceding  the  1st  May, 
1845. 

III.  Such  bankers  wore  authorized  to  have  in 
circulation  an  amount  of  notes,  whose  average  for 
four  weeks  was  not  to  exceed  the  amount  thus 
certified  by  the  commissioners,  t«>gether  with  an 
amount  equal  to  the  average  amount  of  ci)in  held 
by  the  banker  during  the  same  four  weeks.  Of 
the  coin  three-fourths  must  be  gold,  and  one- 
fourth  silver. 

IV.  In  case  the  bank  exceeds  the  legal  amount, 
it  is  to  forfeit  the  excess. 

V.  If  two  or  more  banks  unite,  they  are  autho- 
rized to  have  an  issue  of  paper  to  the  aggregate 
amount  of  issiu's  ut  the  sejuirate  banks,  as  well  as 
the  aiiioiiiit  of  the  coin  held  by  the  united  bank. 

VI.  Notes  of  the  Bank  of  England  not  to  be 
legal  tender  in  Scotland. 

309.  The  reader  will  .<ee  that  there  are  some 
striking  ]mint.s  of  difference  betwoeii  the  restraints 
laid  upon  the  English  ami  Scotcli  banks,  for  wliile 
the  former  are  bound  down  to  an  al)solute  fixed 
limit  of  issue,  the  latter  are  permitted  to  issue  to 
any  aimmnt,  provided  they  hold  an  equal  amount 
of  coin  above  their  authorized  amount.  More- 
over, if  any  number  of  banks  unite,  they  may 
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have  an  aggregati*  authorized  issue,  equal  to  tliat 
of  the  sepaiate  banks;  but  in  England,  if  the 
number  of  partners  of  the  united  bank  exceeds 
six,  they  forfeit  their  power  of  i.ssning  notes  alto- 
gether/ This  absurd  restriction  as  to  the  number 
of  partners  in  a bank  never  having  had  any  force 
in  Scotland. 

310.  Tin-  year  1857  was  remarkablefor  a cala- 
mity, to  which  there  had  been  no  ])recedent  ex- 
cei>t  the  Ayr  bank,  namely,  the  snsjiension  of  two 
very  large  joint  stock  bank.s,  the  Western  Bank 
and  the  City  of  Gla.sgow  Bank.  Tiie  latter,  in- 
deed, has  rc'inmed  business,  and  on  an  investiga- 
tion of  its  aff  airs,  it  ajipeared  that,  out  of  a capital 
of  above  £800,000,  it  had  lost  about  £70,000; 
luiving  thus  a very  large  juiid  up  capital  intact, 
it  resumed  business,  and  we  may  hope  that  after 
having  received  this  severe  lesson,  its  business 
will  be  conducted  on  better  jirinciples  in  fu- 
ture. But  the  Western  Bank  was  found  to  have 
lost  not  onlv  the  whole  of  its  paid  up  capital, 
£1,500,000,  but  nearly  as  much  more  besides. 
This  bank  was  founded  in  1832,  so  that  in  the 
course  of  twenty-four  years,  it  lost  £3,000,000  of 
money.  Tlie  Ayr  bank,  in  two  years  and  a half, 
lost  £400,000,  .so  that  of  the  two,  the  latter  is  pro- 
portionably  the  more  severe  calamity.  The  failure 
of  theWest'Tii  Bank,  however,  has  called  fVtrth 
the  most  bitter  atta<*ks  ui>on  the  general  system 
of  Scotch  banking,  which  we  shall  find  to  be  to- 
tally unmerited,  because  it  is  clearly  prov(‘d  in 
the  evidence  taken  before  the  Committee  of  the 
House  of  Commons  in  1858,  that  fJuritifr  thf^  whole 
course  of  its  career^  it  pursued  a system  which  was 
diametrically  opposed  to  the  usual  course  of  the 
other  Scotch  hanks. 

311.  Tin*  We.steru  B^nk  began  business  in 
1832,  and  in  the  next  year  had  a paiil  up  capitM 
of  £209,170,  which  was  inereast'd  year  by  year, 
till,  in  1849,  it  amounted  to  £1,792,850,  at  which 
it  continued  till  1852,  when  a number  of  share.s 
having  fallen  into  the  bank’s  hands  by  bankruptcy 
aud  insolvency,  they  were  written  off  against  the 
capital,  which  was  thus  reduced  to  £1,500,000,  at 
Avhich  it  continued  till  the  closing  of  the  bank. 
The  mode  of  business  adopted  by  this  bank  from 
the  beginning,  was  not  according  to  the  usual  jilan 
of  Scotch  banking,  fur  while  as  exidained  by  the 
witnesses  la  fore  the  committee  of  1858,  one  very 
important  f-'ature  of  it  is  to  kee]i  very  large 
re.serves  in  London,  either  at  their  bankers’,  or 
in  governim  nt  s<!curities;  the  Western  Bunk  in- 
vested its  means  chiefly  in  local  accommodation, 
aud  kejit  very  insufficient  reserves  in  London,  so 
much  so,  that,  in  1834,  its  London  agents,  Messrs. 
Li>yd  & Co.,  dishonoured  its  drafts.  It  appear.s 
that  upon  this,  the  other  Scotch  bunks  refused  its 
notes,  and  remonstrated  with  it  for  its  inis- 
uiunagement.  On  the  30th  October,  1833,  the 
directors,  in  answer  to  these  remonstrances, 
notified  to  the  other  banks  that  they  had  resolved 
to  invest,  in  marketable  securities,  a sum  amply 
sufficient  to  jireveiit  such  a thing  happening 
again.  They  promised  to  eommence  the  neces- 
sary operations  in  the  following  January,  and 
com])lete  them  in  A|)ril,  if  not  earlier.  They  also 
engaged  to  I-'ssen  their  discounts,  and  to  continue 
to  do  so,  in  order  to  have  sufficient  funds  at  it.s 
command.  Iqion  this  promise  of  better  conduct 
in  future,  the  three  chartered  banks  advanced  the 
Western  Bank  £100,000  to  enable  them  to  jmr- 
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chase  these  securities  fiirthwith.  But  the  Western 
directors  very  soon  broke  their  engagement,  and 
reverted  to  their  former  imale  of  busines.s.  In 
1838,  they  applied  to  the  Board  of  Trade  for  a 
gi-ant  of  letters  patent,  Avhen  a number  of  the 
other  Scotch  banks  ]>re.sented  a joint  memorial 
against  it.  They  said  that  tlu'y  should  be 
wanting  in  their  duty  to  the  public,  as  well  as 
their  own  constituents,  if  they  sanctioned  hy  their 
silence  such  an  apjilication.  “The  fact  is  well 
known  to  yon,  that  while  there  have  occurred, 
during  the  past  fifty  years,  i>eriodical  convulsions 
among  the  hanks  in  England,  which  have  led  to 
the  failure  of  several  hundreds,  Scotland  has,  for 
the  most  part,  maintained  a state  of  general  tran- 
quillity, and  there  have,  in  the  same  time,  oc- 
curred only  three  or  four  failures,  and  those  of  a 
very  minor  character.  The  cause  of  this  is  noto- 
riously owing,  first,  to  the  large  capital  einj>loyed 
in  tlie  Scotch  l»anks,  and  second,  to  the  system  of 
administration  ado])ted.  Capital  alone,  as  has 
been  recently  experienced  in  England,  by  ex- 
tending the  scale  of  operations,  may  only  increase 
the  mischief.  In  the  like  manner,  a nnnuTOus 
proprietary,  constituting  a protection  to  the  public 
against  eventual  loss,  may,  by  adding  to  the 
credit,  add  to  the  power  of  such  an  institution  for 
evil.  The  safeguard  of  the  Scotch  system  has 
been  the  uniform  practice  adopted  of  retaining  a 
large  portion  of  the  capital  and  deposits  invested 
in  (Government  securitie.s,  capable  of  being  con- 
verted into  money,  at  all  times,  and  under  all 
circumstances.  This  requires  a sacrifice,  because 
the  rate  of  interest  is  small,  and  in  times  of  diffi- 
culty the  sale  involves  a loss,  but  it  has  given  the 
Scotch  banks  absolute  security,  and  enabled  them 
to  ]>ass  uuliurt  through  jieriods  of  great  discredit. 

“ It  is  not  tlien  unreasonable  that  the  managers 
of  the  Scotch  banks  should  look  with  favour  on  a 
system  w'hich,  notwithstanding  their  close  con- 
nection with  England,  has  exempted  them  from 
these  calamities,  and  in  the  doubt  that  exists  on 
banking  theories  elsewhere,  it  is  at  this  moment 
sufficient  to  say  that  the  system  e.<tablished  in 
Scotland  has  worked  well,  aud  ought  not  to  be 
disturl>ed  there. 

“ The  Western  Bank  w'as  established  in  the 
year  1832,  ami  the  principle  on  wdiich  it  has 
avowedly  acted  has  been  to  employ  as  much  as 
possible  of  its  cajutal  and  assets  in  discounts  and 
loans,  retaining  only  the  cash  necessary  to  meet 
its  current  engagements. 

“ As  this  is  a more  profitable  investment  than 
Government  securitie.s,  there  is  always  a strong 
temptation  to  speculative  or  inexperienced  per- 
sons to  adopt  this  course,  and  if  the  consequences 
were  to  affect  themselves  alone,  it  would  be  of 
small  moment,  but,  unfortunately,  in  banking, 
thi.s  cannot  be.  The  M'hole  system  depends  iqion 
credit,  and  the  failure  of  an  ill-regulated  establish- 
ment affects  those  differently  constituted.  Such  a 
body  in  prt)s])ermis  times  boldly  extends  its  busi- 
ness, and  from  seeing  the  readiness  Avith  which 
in  such  seasons  commercial  paper  is  discounted, 
comes  to  the  coiielusion  that  it  is  the  best  and 
most  convertible  description  of  investment  that 
could  be  found. 

“ Prudent  banks,  knowing  the  delusive  nature 
of  this  expectation,  are  compelled  to  increa.se  their 
own  reserve  to  meet  the  consequences  of  this 


unwise  expansion ; and  when  the  difficulty  conies, 
they  must  cither  assist  their  rival  to  prevent  an 
explosion,  or  nm.<t  make  a heavy  sacrifice  by 
selling  their  securities  at  a loss. 

“ The  Westt-ru  Bank,  acting  on  this  principle, 
allowed  their  London  transaction.s  to  a.^^sume  such 
an  irregular  shape,  that  their  London  agents,  the 
respectable  house  of  Jones,  Loyd,  and  Co.  took 
alarm,  and  in  1834  dlslionored  their  drafts.  The 
Bank  of  Seotland,  Royal  Bank,  and  Briti.^h  Linen 
Company  were  comyielled  to  come  to  their  assist- 
ance, and  made  then  considerable  advances. 
'These  cireumstances,  occurring  in  a time  when 
tlie  money  mai’ket  ivas  jicrfectly  tranquil,  sIicwhI 
the  extreuii'  danger  of  the  jiractice.  The  Edin- 
burgh banks  insistedon  abetter  system  of  manage- 
ment being  adapted,  and  that  the  Western  Bank 
should  have  invested  in  Government  securities  a 
sum  amply  sufficient  to  meet  emergencies.  The 
directors,  after  much  discussion,  at  length,  by  a 
resolution  dated  30th  October,  1834,  distinctly 
assented  to  the  requisition,  but  as  they  had  .so 
engaged  the  assets  of  the  Ilank,  as  to  render  it 
impo.ssible  immediately  to  pnxuire  the  funds,  the 
Edinburgh  banks  lent  them  £100,000  for  the 
purpose.  For  some  time  the  Western  Bank  may 
have  acted  on  this  agreement^  but  the  temptation  of 
profit  appears  to  have  got  the  better  of  their  pru- 
dence^  and  they  now  repudiate  their  engagement. 

“ It  Avill  be  <piite  apparent  that  a bank  that 
can  employ  its  Avhole  funds  in  this  manner,  is 
enabled  either  to  flivide  a larger  share  of  profits 
than  it.s  competitors,  or  to  do  business  on  more 
favourable  terms  ;■  and  we  repeat,  that  if  the  only 
cousetiuenec  of  this  Avas  to  increase  or  diminish 
the  dividend.s  of  the  rival  establishments,  it  aa'ouM 
be  of  comparatiA'cly  small  importance,  but  in  its 
result  it  endangers  the  existence  of  every  bank  in 
the  country,  and  the  fortunes  of  a large  portion 
of  the  coiumimity.  AVe  feel  that,  if  letters  patent 
shall  be  granted  to  this  bank,  after  Avhat  ha.s 
passed,  it  will  be  a public  sanction  and  countenance 
of  a new  and  mischievous  principle,  opposed  to  the 
Banking  system  of  Scotland. 

“ The  question  is  not  in  thi.s  instance,  Avhether 
Government  Avill  interpose  iicav  restraints  on 
banking  com])anies,  but  whether  they  Avill  en- 
courage a violation  of  the  old  system,  by  granting 
distinction  and  privileges  to  a company,  Avhich 
having  pledged  itself  to  their  ob.servance  now 
disoAviis  them  in  its  practice,  and  undiT  tliese  cir- 
cumstances apjdies  for  a charter.”  This  memorial 
Avas  signed  by  the  Bank  of  Scotland,  the  British 
Linen  Conqiauy,  the  Commercial,  and  National 
Banks;  and  the  Charter,  if  applied  for,  never  aa'us 
granted. 

312.  Thi.s  system  of  keeping  .such  small  re- 
serves in  London  produced  the  consinpience  fore- 
seen in  the  preceding  memorial.  In  1847  ilie 
Western  Bank  wa.s  in  difficulties,  and  received 
assistance  from  the  Bank  of  England  to  the 
amount  of  £300,000  in  November  aud  Doeemher, 
1847,  Avliich  it  repaid  in  March,  1848.  From  this 
time  forward  till  185*2,  Avhen  a change  in  the 
management  touk  place,  a rather  more  cautiou.s 
course  Ava.s  pursued,  but  they  did  Avhat  Ave  believe 
to  be  totally  contrary  to  the  usual  jiractice  of  the 
; other  Scotch  bank.s,  they  rediscounted.  'Fhe 
following  fignre.s  shew  the  amount  of  discounts 
aud  rediscounts  from  1847  to  1852  : — 
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Discounts.  Kediscornts. 


X X 

“•  j » ( rta  /»r «• 


III  1847 

• t ft 

15,711,4.58 

. . , 656,077 

„ 1848 

ft  • t 

12.088,643 

• . • 844,407 

„ 1840 

• ft  ft 

10,.522,022 

. . . 249,0.57 

„ ls50 

9 • f 

12,048,669 

. . . 290,81.3 

18.51 

ft  • ft 

1.5,322,753 

. . . 588,247 

„ 1852 

ft  ft  ft 

1.4,525,332 

. . . 407,143 

At  this 

time  tile 

Bank  liad  i 

’356,000of  overdue 

hills,  lu'sides  other  very  lieavv  hicks-iip  of  capital, 
in  one  case  ainouiitiii^  to  i:i20,000,  which  was 
cinered  hy  insurances  on  the  lives  ot*  the  obli- 
on  which  it  had  paid  £-'J3,ol*2  as  ]n*emiiiins 
when  it  stopped.  “ 15ut  even  at  this  time,”  says 
Mr.  Fleinintr,  “it  had  a cluster  of  those  people 
who  had  inanutactnrcd  accommodation  bills,  doin^r 
business  with  them.”  So  that  in  this  year  he 
.^ays  tlie  Hank  was  not  in  a satisfactory  state. 

;tl;l.  In  1852  a new  manatremeiit  commenced, 
andto.^hew  how  the  practice  of  rediscounting  in- 
creased we  give  the  following  figures  : — 

Discounted.  Uediscounted. 

In  1853  . . , 14,U87,740  . , . 1.682,320 

»i  1854  . . . 18,5i)6,704  . . . 3.80(5,202 

185.5  . . , lU, 83.5.781  . . , 4.9C0.6i;0 

„ 1856  . . . 20,410.884  . . . 5,407,363 

„ 1857  till  Nov.  0 20,691,415  . . . 4.881,221 

Thus  we  see  the  enormous  increase  of  tliis  most 
perilous  practice  during  these  years,  a practice 
which  places  the  existence  of  any  in.'>titution  that 
ilei>emls  upon  it  to  any  gi*eat  extent,  at  any 
moment  at  the  mercy  of  the  will,  the  caprice,  or 
any  accident  that  may  liappeu  to  the  purchasers 
of  its  bills. 

314.  l>ut  this  >vas  by  no  mean.s  the  oidy 
in>tance  of  reckless  niauagoment.  Over  and 
above  all  the  otlier  embarrassments,  tliore  were 
four  accounts  iiarticuhirly  to  wliicli  the  subse- 
([uoiit  calamity  was  due ; we  will  sheAv  the  state 
of  ihest'  accounts  in  18.52  and  1857 — 

Discounts,  Overdrawn  Account. 

1852.  .£  £ 


Mardonalil  & Co. 

. 107.116 

Mentuith  8:  Co. 

83,779 

. 3,523 

NV’allace  ^ Co. 

. is  144 

Pattison  8c  Co.  . 

89,678 

. . 1.1.54 

£188,717 

£4,677 

Shewing  that  tliese  four  firms  Avere  undn*  obliga- 
tions to  the  Hank  in  1«52  to  tlie  amount  of 
£103,304.  The  folIoAving  was  the  state  of  the 
^ame  accounts  in  18.57  : — 


Discounts. 

Overdi  awn 

Overdue 

Account. 

Bills. 

£ 

£ 

£ 

Macdonald 

. . 498,716 

. . .5,63i)  . 

. 8..526 

Mcnteith 

. . 3i  6,799 

. . 67,635  . 

. 93,129 

Wallace  , 

. . 227.464 

i'allitou  . 

. . 330,996 

. . 67,2-53  • 

. 11,571 

£1,340,975 

£13.5,524 

£113,226 

Heing  a sum  total  of  1,60.3,725  to  these  four 
houses  alone,  when  they  failed.  And  to  show  the 
character  of  the  bills  discounted  for  these  firms, 
of  £402,710  bills  of  ^laedonahrs  current  at  the 
time  of  their  failure,  £308,340  Avcrc  disiionoured 
at  maturity  ; of  Menteith’s,  £376,690,  current  at 
their  lailure,  £260,726  Avere  di.slionoured  at  ma- 
turity: ot  Wallace’s,  ot  £226,741  current,  there 
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were  dishonoured  £200,534;  and  of  Pattison’-s 
of  £336,096  current,  there  Avero  dishonoured 
£1.50,740. 

315.  Soon  after  the  general  meeting  of  June, 
1857,  the  directors  reiiuested  another  person  to 
examine  the  Bank’s  bixtks,  who,  after  doing  so, 
and  alloAviiig  all  the  current  business  of  the  bank 
to  be  good,  including  the  aboA'e  four  firms,  found 
that,  bad  debts  to  the  amount  of  £573,000  AA'ere 
kept  on  thr  books  as  good,  Avhich,  after  deducting 
the  rest  and  guarantee  fund,  amounting  to 
£246,000,  made  a loss  (d*  £327,000  in  the  capital 
of  the  bank,  and  the  advances  to  shareholders, 
holding  7,626  shares  in  the  bank,  amounted  to 
£088,487.  In  the  month  of  September,  1857, 
Mr.  Fleming,  the  person  Avhom  the  directors  had 
requested  to  assume  the  temporary  management 
of  the  Bank,  began  seriously  to  inquire  into  the 
nature  of  tticse  immense  accounts,  and  on  the  7th, 
the  AVallaies  ackiiOAAdedged  that  they  Avere  dealing 
in  accmumoilation  bills,  and  he  srav  that  the 
Macdonalds  must  be  doing  the  same  thing,  as 
the  two  houses  Avere  draAving  on  the  same  names. 
It  Avas  found  that  the  Macdonalds  drew'  upon 
124  accept‘U*s,  only  37  of  whom  had  been  inquired 
about,  and  of  these,  reports  on  21  AA'ere  extremely 
bad.  But  there  were  60  or  70  ])ersons  Avhom 
they  dreAv  upon,  who  made  it  a regular  trade  to 
accept  bills  for  a small  commission ; in  hict,  it 
appeared  that  they  engaged  a man  in  London  to 
l»ro<Mire  them  accommodation  acceptances.  As  soon 
as  the  true  nature  of  these  accimuts  was  ascer- 
tained, there  Avas  no  resource  but  to  stop  them. 
The  failurrs  of  Monteith  and  ^lacdonald,  Avhich 
Avere  tlie  lirst  that  became  notorious,  created  a 
panic  on  the  Stock  Exchange  oil  the  10th 
October,  and  the  price  of  the  stock  ra])idly  fell, 
it  being  commonly  reported  that  the  Avhole  capital 
of  the  bank  had  been  engaged  in  enabling  these 
parlies  to  rarry  on  their  business  for  a series  of 
years.  These  rumours  created  a run  on  the 
bank,  to  a slight  extent,  on  the  following  Tues- 
day, Avhicli  continued  for  tAvo  or  three  days,  and 
during  that  Aveek,  ending  the  1 7th  October,  the 
bank  paid  aAvay  about  £36,000  in  coin,  but  this 
was  the  only  run  for  gold  of  any  amount  on  the 
bank,  for  during  the  following  Aveek  it  only  paid 
aAvay  £4,000,  and  in  the  Aveek  after  that  about 
£2,000,  and  tlie  whole  paid  aAvay  in  coin,  betAveen 
tlie  iOth  October  and  the  7th  November,  the 
Saturday  f)efore  it  stopped,  was  only  £44,000. 
But  during  this  period,  the  total  d^osits  de- 
manded Avere  £1,280,000,  and  except  the  sum 
above  mentioned  as  paid  in  coin,  the  whole  of 
these  deposits  were  paid  in  the  bankas  own  noteSy 
which  were  immediately  taken  and  lodged  in  the 
other  hanks. 

316.  This  dreadful  catastrophe  deserves  to  be 
minutely  detailed,  because  it  is  strenuously  as- 
serted Iiy  a A'cry  influential  party,  that  the  small 
imtc  circulation  of  Scotland  tends  to  increase  a 
panic  annmg  its  liolders.  But  in  this  case,  the 
bank’s  nott  s in  circulation  did  not  in  any  Avay  in- 
crease the  jianic.  Mr.  Fleming  sa}%  “I  may  say 
that  there  Avas  no  run  for  the  payment  of  notes, 
all  through.  There  may  haA'e  been  a few  notes 
presented,  but  I should  certainly  limit  the  demand 
for  gold  in  exchange  for  notes,  to  £5,000  or 
£6,000,  1 do  not  think  it  AA’ould  exceed  tliat. 
Mr.  Wilson — In  point  of  fact  the  whole  pressure 
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upon  the  bank  at  any  time  was  in  respect  to  its 
deposit.^,  and  not  in  respect  to  its  circulation  ? 
“ Decidedly^  there  rras  no  pressure  in  respect  to  its 
circuloiiou;  so  much  so,  that  during  the  last  two 
days  for  Avhich  the  bank  Avas  in  operation,  I do 
not  think  £1,000  Avas  ].aid  aAvay  in  gttld,  at  the 
head  otlice.  Tlie  Avhole  money  AvithdraAA'ii  aaos 
takiMi  aAvay  in  notes,  and  the  consequence  Avas  that 
on  the  afternoon  of  the  9th  of  No\’ember,  Avhen 
the  bank  stopj^ed,  there  was  a very  large  amount 
of  notes  in  circulation,  Simietliing  about  £720,000. 
— Then  the  depositors  became  uneasy  about  the 
sccuritv'  of  their  deposits,  Aveiit  to  the  bank,  and 
took  the  bank’s  notes  ?— Yes.  Di(i  they  pay  them 
immediately  into  other  banks  ? — Yes.  ♦ * * * 
Was  there  much  drain  in  the  provinces  upon  the 
balances? — Not  a very  large  amount,  ci-rtainly ; 
a AA'onderfulIy  small  ammiut,  in  proportion  to  the 
total  deposits,  was  AvithdraAA'u  from  the  country. — 
I think  you  said  that  at  the  branches  there  Avas 
very  little  demand  for  gold,  almost  none  ? — Almost 

317.  At  the  same  time  a very  licaAy  bloAv  fell 
upon  them  from  another  riuarter.  The  bank,  in- 
stead of  keeping  its  funds  avcII  in  haiul  iu  Loudon, 
engaged  iu  excliaiige  operations  Avith  America. 
They  had  an  agent  iu  Ncav  York,  though  perhaps 
not  openly  and  aA'Owedly  in  that  characti.T,  Avho 
granted  letters  of  credit  ujion  them,  in  favor  of 
persons  Avho  wished  to  raise  money.  Such  parties 
arranging  Avith  the  agent,  the  securities  to  be 
lodged  to  meet  the  bank’s  acceptances.  These 
credits  Averc  not  by  any  means  ahvays  paid  at 
maturity,  but  Averc  rencAved  to  a large  extent.  By 
tids  operatiiin  a very  C4msiderable  portion  of  the 
bank's  funds  Avas  locked  up  in  America,  instead 
of  being  iu  Loudou  as  they  ought  to  have  been. 
At  the  time  of  its  suspension,  its  acceptances  cur- 
rent, and  its  obligations  to  accept,  amounted  to 
£317,000,  ill  two  months’  bills,  Avhich,  multij>lied 
by  six,  gi\  es  the  amount  of  the  year’s  transactions. 
The  amount  of  funds  locked  up  in  America  by 
their  agent  thei-e  ai>pears  to  have  boon  £376,520, 
against  AvUicIi  ho  held  raihvay  bonds  and  current 
bills.  Mr.  Fleming  said,  Q.  5510 — “ It  appears 
to  me  in  many  cases,  the  credits  established  by 
Lee  upon  the  Western  Bank  have  been  modes  of 
raising  money  for  the  purpose  of  constructing 
American  railways,  and  for  speculation  in  stocks, 
ill  New  York.”  “ The  Iaa'o  banks,  i.e.  tlie  AV'esteru 
and  the  City  of  GlasgoAA  ,”  said  Mr.  Hobertsoii,  the 
cashier  of  the  Royal  Bank,  “ Avero  in  the  habit  of 
accepting  four  months’  inland  bills  dra\A'u  from 
London,  Liverpool,  and  GlasgoAV,  iu  respect  of 
these  credits,  v^hich  was  (piite  condemned  by  the 
Bank  of  Bn^liuuly  and  all  the  other  banks  iu  Scot- 
land.^' 

318.  The  general  stoppage  and  failure  of  Ame- 
rican credit  at  this  time,  rendered  the  expectations 
of  any  remitlances  hopeless  from  there.  And 
Mr.  Fleming,  avIio  undertook  the  duty  of  manager 
oil  the  15tli  October,  told  the  directors  it  Avas  ab- 
solutely essential  to  make  jirovisioii  for  a coutin- 
geut  drain  upon  the  deposit  money,  and  also  for 
the  American  acceptances  becoming  due.  On  the 
17th  October,  the  directors  resolved  to  apply  to 
the  Bank  of  Scotland.  On  the  21st  a Avritteu 
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application  Avas  made  to  that  bank  for  assistance, 
aud  ou  the  23rd  a meeting  having  been  held  of  all 
the  Edinburgh  banks,  they  declined  to  assist,  until 
application  liad  been  made  to  the  Bank  of  Eng- 


land. Thi.s  application  was  made  on  the  26th,  aud 
refused.  This  refusal  lieing  telegraphed  doAvii  to  > 

Edinburgh,  a meeting  of  the  banks  Avas  held  the 
same  evening,  aud  they  agreed  to  advance 
£500,000,  oil  condition  tliat  the  directors 
should  dissolve  ami  wind  u]>  the  concern.  Alter 
some  ilays’  negotiation,  the  Edinburgh  banks 
agreed  to  forego  the  compulsory  winding  up,  as 
the  directors  of  the  AVesieru  said  they  had  no 
I>oAver  to  do  so,  and  advanced  the  money  Avilliimt 
this  condition.  This  sum  was  accordingly  ad- 
vanced ou  the  29lh  October,  on  the  promissory  i 

notes  of  the  Western  Bank,  at  six  months’  date, 
for  £510,000,  the  terms  being  that  the  Western 
Bank  should  be  bound  to  replace  the  Edinburgh  , 

banks  in  Consols,  at  the  twice  of  the  day.  In  addi- 
tion to  the  htan  .so  obtained  from  the  Edinburgh 
banks,  the  Clydesdale  Bank  advanced  £100,000 
ou  a mite  of  the  bank's  at  six  months,  Avith  the 
imUvidii.'i!  guarantee  of  the  directors,  Avhich  was 
discounted  at  the  current  rate  of  8 per  cent. 

319.  The  withdraAval  of  the  deposits  from  the 
Bank,  avIucIi  Avas  almost  entirely  among  the  small 
depositors,  had  greatly  abated,  and  Avhatever 
might  liaA  o been  the  ultimate  result,  which  might 

haA'e  been  necessitated  in  consequence  of  the  I 

examination  of  the  Bank’s  affairs  that  Avas  then  | 

iu  progress,  there  was  no  immediate  danger  of  a 
catastrophe ; Avhen  ou  the  29th  October  the  city 
article  of  the  Times  amiouuced  that  the  Edin- 
burgh banks  had  resolved  to  carry  the  Western 
Bank  throiigli  their  dilficullies,  on  condition  that 
they  should  Avind  up.  The  Time.^  reached  Scot- 
land on  the  morning  of  the  30th,  and  immediately 
a fresh  pressure  couiniciiced  ou  the  Bank.  But 
this  time  it  Avas  of  a different  character  from  the 
previous  one.  The  tirst  pressure  had  been 
among  the  small  depositors,  the  second  consisted 
of  the  traders,  avIio  kept  large  accounts,  avIio 
seeing  tiiat  the  AVestern  BankAvas  going  to  close, 
made  haste  to  transfer  their  balances  to  the  other 
banks  and  open  accounts  Avilh  them,  and  it  Avas  i 

this  pressure  Avhich  continued  aud  made  the  Bank 
close  its  doors  on  the  9th  of  November,  not  from 
a demand  for  gold^  hut  because  the  htdauces  of 
these  accounts  being  withdraten  in  the  bank's  notes., 
and  paid  into  other  banks,  the  Bank  tens 

unable  to  procide  for  the  purchase  of  Exchequer  I 

hills  from  the  other  banks,  to  rectify  this  balance  by 
a draft  on  London. 

320.  To  shcAv  hoAV  mischievous  this  publica- 
tion of  the  terms  proposed  Avas,  we  quote  from 
Mr.  Fleming's  letter  to  the  Bank  of  Scotland  of 
31st  Octuber,  1857.  “The  application  made  a 
fvirtniglit  ago,  Viy  the  Directors  of  this  Bank  to 
the  other  Scotch  banks,  for  a credit  to  the  extent 
of  £-500,000,  Avas  based  ou  my  calculation  that 

£350,000  or  £400,000  would  keep  our  Loudon  , 

linance  iu  perfect  order,  aud  that  the  remainder 
would  be  a sufficieut  rcserA-eto  meet  any  probable 
AvithdraAval  of  deposits.  This  calculation  1 still 
belicA'e  Avouhl  have  proved  correct,  had  the  assist- 
ance required  been  given  promptly,  quietly,  and 
free  from  any  condition  as  to  iciuding  up. 

“ But  the  demands  made  upon  us  have  con- 
siderably exceeded  ui}'  calculation,  from  two 
causes;  tirst,  the  notoriety  of  our  tiuancial  em- 
barrassment, created  by  the  delay  in  acceding  to 
our  application,  aud  the  course  Avliicli  the  negotia- 
tious  took  from  our  having  beeu  referred  to  tlie 
Bank  of  England ; aud,  secoud,  the  condition  as  to  i 


136  BANKIXG  IN  SCOTLAND. 


BANKING  IN  SCOTLAND. 


BANKING  IN  SCOTLAND. 


BANKING  IN  .SCOTLAND.  137 


winding  up,  which  the  otlier  banks  sought  to 
impose,  and  the  jmblidty  given  by  the  Times  to 
this  condition. 

“ It  is  not  easy  to  say  in  figures  to  what  extent 
these  causes  have  re.speetively  operated  in  in- 
ducing withdrawals,  or  to  estimate  to  whatexteut 
tliey  may  still  operate.  But  as  to  the  past,  my 
own  observation  lim  e,  and  the  reports  from  our 
branch  agents,  all  eonvince  me  tliat  the  seeond  has 
been  immeasurably  more  mischievous  than  tlie 
Deposits  on  receipts  have  been  ivithdrawn 
Ui  a very  limited  extent  indeed^  hit  balances  on 
mrrent  accounts  kept  by  the  trading  community 
have  been  removed  to  other  hanks  to  a considerable 
extent.  The  reason  is  natural  and  obvious.  If 
tliis  Bank  is  to  wind  up,  traders  kno>v  that  we 
cannot  give  them  aceoin  modal  ion,  and  they  take 
the  earliest  oppi»rtuuity  of  arranging  for  that 
accommodation  elsewhere,  and  withdraw  their 
balances. 

“ I am  hopeful  that  the  mischief  already  done 
is  not  irreiiarable.  That  we  retain  still  a measure 
of  public  confidence,  is  proved  hy  the  fact  that  no 
Hxed  deposits  of  any  large  amount  have  been  with^ 
'Irau'fi,  and  nothing  like  a run  has  taken  place,,  and 
^old  has  scarcely  ever  been  demanded.  * * * 

“ I have  already  said  that  there  has  been  no 
Jemand  made  ujiou  n.s  for  gold,  all  sums  with- 
Irawn  haring  been  taken  in  onr  own  notes,,  and 
consequently  the  other  banks  have  got  the  deposits'^ 

The  Western  Bank  then  asked  a further  loan 
from  the  Edinburgh  banks,  which  having  been 
disen.^sed  for  some  days,  was  unanimously  refused. 

321.  On  Sanirday,  tlic  7tii  November,  there 
was,  from  the  heavy  witlidrawals  of  deposits  in 
the  Bank's  notes,  and  their  lodgment  witii  the 
other  banks,  a heavy  adverse  balance  on  the 
exchange  of  that  day.  The  Edinburgh  banks 
were  immediately  informed  that  the  Western 
liank  was  iniabie  'o  provide  for  tliis  adverse 
balance  on  the  following  Moiulay.  On  the  Sun- 
day tiny  resolved  as  soon  as  this  inability  to  pay 
the  balance  should  be  declaretl,  to  instruct  their 
agents  to  refuse  the  Western's  notes.  And  it  was 
beyond  all  question  shewn  that  it  was  this  injudicious 
line  of  conduct  that  chiefly  brought  on  the  suhse^ 
quent  run  for  gold. 

3*22.  The  exciiange  being  heavily  against  the 
Western  on  Satunlay,  it  made  a liiial  proiiosal  to 
the  Edinburgh  banks,  and  sent  a seheine  of  an 
amalgamation  with  the  Clydesdale  Bank,  to  be 
discussed  by  them  on  ^londay  morning,  the  0th, 
and  kept  its  doors  open  till  2 oVlo<‘k,  to  learn  their 
final  decision.  This  being  a decided  refusal  to 
entertain  the  terms  proposed,  the  Western  Bank 
shut  its  doors  at  2 p.m  , on  IMonday  tlie  9th 
November.  Anotlier  bank,  the  City  of  Glasgow, 
it  was  also  known,  had  been  engaged  in  trans- 
actions of  the  same  nature  as  the  Western,  in 
America,  ami  had  also  been  equally  negligent  in 
keeping  due  reserves  in  London.  This  bank, 
too,  required  the  assistance  of  tlio  Edinburgh 
bank.s,  tliough  it  has  not  been  stated  how  much 
they  received.  On  the  evening  of  tlie  9th  a run 
commenced  on  the  saving’s  bank  branches  of  tliis 
bank.  “ On  tlie  Tuesday  morning,"  .says  Mr.  J. 
llobf^rtson,,  the  manager  of  the  Union  Bank, 
“ when  the  dtK>rs  of  tlie  banks  were  opened,  a 
LTcat  number  of  parties  appeared  with  deposit 
receipts  demanding  gohl ; in  fact  the  olliee  of  onr 
Liwn  establishment  was  quite  tilled  with  parties 


within  a (inarfer  of  an  hour  of  the  opening  of  the 
ditor.s;  I think  at  half-past  9.  The  Chairman: 
You  are  now  speaking  of  the  Union  Bank? — I 
am  speaking  i*f  most  of  tlie  banks ; I .<;peak  of  the 
Union  Bank  particularly.  Were  the  AVesteni 
Bank’s  notes  at  tliat  time  current,  or  were  they 
refused? — They  were  not  current  unfortunately. 
Was  there  any  de|nitation  from  Glasgow  to  Edin- 
burgh on  the  subject  of  the  other  banks  agreeing 
to  take  the  AVestern  Bank’s  notes  ? — This  run,  as 
you  may  call  it,  or  panic,  increased  so  much,  that 
the  continued  refusal  of  the  notes  of  the  Western 
Bank  added  very  muck  to  the.  excitement.  Those 
people  wdio  came  for  money  w^ould  not  take  the 
notes  of  anv  bank,  it  did  not  matter  wdiat  bank 
it  was;  tliey  refused  everything  but  gold.  AVe 
thought  that  it  w ould  allay  the  excitement,  if  we 
were  to  take  the  AA'estern  Bank’s  notes;  there 
being  no  danger  of  ultimate  payment.  AA"e  were 
so  much  impressed  with  that  feeling,  that  two  of 
the  banks  sent  a deputation  of  their  directors  to 
Edinburgh  t<»  confer  with  the  managers  of  the 
Edinburgh  banks  on  the  subject,  and  to  induce 
them  to  rescind  tlieir  order.  They  failed  in  that ; 
the  notes  of  the  AA'estern  Bank  were  refused  the 
whole  day  on  the  Tuesday." 

323.  The  run  of  Tuesday  exhausted  the  City 
of  Glasgow  Bank,  and  it  did  not  open  on  the 
AVednesday  tlie  11th.  The  state  of  Glasgow  was 
so  alarming  that  the  magistrates  sent  for  troops, 
and  did  all  in  their  pow'cr  to  allay  the  excite- 
ment ; they  issued  a proclamation  advising  the 
people  not  to  press  the  bank.s  for  payment,  and 
to  take  the  notes  of  all  the  banks.  They  issued 
an  order  to  all  the  rate  collectors  in  the  city  to 
take  all  notes  pre.sented  to  them,  including  tliose 
of  the  tw'o  su.'^pended  banks.  But  the  demand  for 
gold  was  abm^st  entirely  confined  to  the  depositors^ 
very  feiv  noteholders  came  forward.  On  AA  ed- 
nesday  and  'J’hursday  large  remittances  of  gold 
from  London  arrived,  about  10  o’clock  in  the 
morning,  and  were  taken  in  waggons  to  the 
banks,  escortrd  by  strong  bodies  of  police.  But 
the  run  entirely  ceased  about  2 o’clock  on  AA’’ed- 
ue.<iday:  at  luif-past  two,  says  the  same  witness, 
there  were  not  half-a-dozen  people  in  the  esta- 
blishment. The  panic,  a.s  this  -witness  said,  only 
lasted  one  whole  day  and  part  of  the  next. 

324.  In  fact,  the  refusal  to  take  the  AVestern 
Bank’s  notes  was  one  of  the  chief  causes  of  the 
run  for  gold,  and  as  soon  as  the  other  banks 
agreed  to  take  them  the  panic  ceased.  iMr,  Law- 
rence Kobert^ou  was  asked,  “AV’^hat  w^as  it  which 
first  can.sed  the  panic  to  cease? — AA’hen  the 
stoppage  of  these  banks  took  place,  the  other 
banks  were  n<>t  precisely  informed  of  their  posi- 
tion, and  hesitated  a little  in  taking  their  notes; 
after  further  cmisideratiou,  the  other  banks  re- 
solved to  tak'*  all  the  notes  as  they  came  forward, 
and  when  that  was  done  the  thing  subsided.  As 
soon  as  it  became  known  that  tlie  notes  of  the 
AVestern  Bank  would  be  received  by  the  general 
body  of  bank-'  in  Scotland,  the  panic,  with  re- 
gard to  the  iintes  of  the  AA'estern  Bank,  came  to 
an  end? — Entirely." 

The  same  witness  also  said,  that  there  was  no 
run  upon  any  of  the  Glasgow  banks  before  the 
stoppage  of  the  AVesUrn  Bank.  “AA'ere  those 
parties  who  drew  out  gold  over  the  counter  in 
exchange  for  notes,  or  by  cheipies  on  their  de- 
posits ? — It  w as  chiefly  in  the  case  of  small  de- 
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posit  receipts.  And  not  for  any  considerable 
amount? — No.  Do  you  think  that  it  exceeded 
4^1,000? — It  is  difficult  to  fix  ujion  a sum;  I 
never  looked  at  that.— It  w*as  not  of  sufficient  im- 
]Hirtance  to  call  your  attention  to  it  ? — No."  The 
Gity  of  Glasgow  Bank  resumed  payment  in 
about  a month,  but  the  AA'e.stern  Bank  had  lost 
not  only  its  whole  paid  up  capital  of  ^1,500,000, 
but  as  much  more  again. 

325.  The  details  of  this  gi*eat  catastrophe  well 
deserve  our  closest  attention,  because  it  is  the 
first  instance  of  a bunking  panic  in  Scotland,  and 
even  that  w'as  confined  to  one  town.  The  com- 
mercial failures  were  confined  exclusively  to  the 
herd  of  adventurers  who  had  been  fostered  and 
supported  by  the  mismanagement  of  the  AVestern 
Bank.  There  was  but  one  house  of  any  magni- 
tude connected  with  Glasgow  wliich  suspended 
payment  during  this  period,  Dennistoun  & Co., 
wiio  were  more  a Liverpool  and  Loudon  house 
than  a Glasgow  one,  and  wliose  temporary  stop- 
jiage  w'as  brought  about  by  other  causes.  But 
this  calamity  has  been  seized  hold  of  by  persons 
wiio  are  hostile  to  the  Scotch  system  of  banking 
in  general,  and  also  to  the  £l  note  currency  of 
Scotland,  to  condemn  them.  But  when  we  come 
to  investigate  the  true  facts  we  shall  find  tliat 
they  lend  no  support  to  these  charges.  For  with 
respeet  to  the  first,  it  is  distinctly  proved  by  the 
most  uuansw^erable  evidence,  that  from  tlie  com- 
mencement to  the  clo.se  of  its  career,  the  AVestern 
Bank  pursued  a system  of  business  that  was 
totally  opposed  to  the  well  recognized  system  of 
Scotch  banking,  and  unanimously  condemned  by 
all  the  well  conducted  banks.  That  during  its 
whole  course,  it  -was  a subject  of  terror  and 
alarm  to  the  other  banks.  That  its  locking  up 
its  funds  iu  America  was  totally  condemued  by 
the  Bank  of  England,  and  all  the  other  Scotch 
banks.  Ami  the  directors  themselve.s,  when, 
however,  it  was  too  late,  acknowledged  their  oavu 
miscomluct,  for  in  their  first  apjilication  for 
assistance  to  the  Bank  of  Sc<.ftiand,  on  the  21st 
October,  1857,  the  Directors  say,  “ On  the  part  of 
the  board  of  direction,  it  is  right  that  we  should 
frankly  say,,  that  they  are  fully  alive  to  the  reck- 
lessness  of  the  past  management  of  the  Bank;  that 
its  credit  has  been  strained  to  the  extreme  point; 
and  that  in  the  attempt  to  make  large  profits  for 
the  prtiprietary,  unwise  and  undue  risks  have 
been  run.  Feeling  all  this,  the  Directors  have 
entered  on  a course  of  management,  which, 
(although  the  jiresent  commercial  crisis  renders 
curtailment  difficult  of  speedy  accomplishment) 
will  eventuate  in  the  establishment  on  a secure 
basis,  of  a business  of  a safer  and  a more  legiti- 
^mite.,  though  certaudy  of  a more  limited  de.^crip- 
tion,,  than  has  for  many  years  been  conducted  hy  the 

estern  Bank  of  Scotland"  Habemus  ipsos 
confitentes  reos.  The  dinctors  themselves  ac- 
knowledged that  their  com>e  of  business  was  not 
in  accordance  with  tlic  usual  Scotch  banking 
system  ; what  possible  refiection  then  can  it  be  on 
the  recognized  system  that  a bank,  which  went 
right  in  the  teeth  of  it,  failed?  The  very  same 
remarks  apply,  only  of  course  in  a le.sser  degree, 
to  the  City  of  Glasgow  Bank.  This  bank,  too, 
was  guilty  of  speculating  in  America,  instead  of 
keeping  its  reserves  iu  London.  And  it,  too, 
paid  tlie  penalty,  by  a temporary  susi>ension. 

326.  The  second  charge,  too,  is  equally 


groundless,  against  the  small  note  circulation. 
For  it  is  said  that  these  small  notes  aggravate  a 
panic,  and  that  a panic  i.s  most  like!)'  to  com- 
mence amongst  their  holders.  But  in  this  ease, 
the  evidence  most  decisively  negatives  the  snji- 
position  that  any  part  of  the  panic  wa.s  due  to  the 
small  notes,  and  not  only  that,  hut  it  decisively 
proves  that  the  demand  for  gold  teas  greatly 
lessened  on  account  of  the  notes.  Air.  Fleming 
says,  Q.  5532,  “ I may  say  there  was  no  run  for 
jiayments  of  notes  airthrough.  There  may  have 
been  a few  notes  presented,  but  I should  certainly 
limit  the  demand  for  gold  in  exciiange  for  notes 
to  £5,000  or  £6,000, 1 do  not  think  it  would  ex- 
ceed that.  Mr,  Wilson — In  point  of  fact,  the 
whole  pressure  on  the  Bank  at  any  time  was  in 
respect  to  its  dejiosits,  and  not  in  respect  to  its 
circulation  ? Decidedly ; there  was  no  pressure  in 
respect  to  its  circulation  ; so  much  So,  tliat  during 
the  last  two  days  for  which  the  Bank  was  in 
operation,  1 do  not  think  £1000  was  paid  away  in 
gold  at  tlie  head  office.  The  wliole  money  with- 
drawn was  taken  away  in  notes,  and  the  conse- 
quence was  that  on  the  afternoon  of  the  9th 
November,  when  the  Bank  stopped,  there  was  a 
very  large  amount  of  notes  in  circulation,  S(.ime- 
tliing  about  £720,000.  Mr.  Wilson — Then  the 
depositors  became  uneasy  about  the  security  of 
their  deposits,  went  to  the  Bank  and  took  the 
Bank’s  notes  ? Yes.  Mr.  Wilson — Did  they 
pay  them  immediately  into  other  banks  ? — 
Yes.  Mr.  Wilson — They  thereby  indirectlv  ob- 
tained payment  through  "the  other  banks?  “Pre- 
cisely so ; tliey  transferred  their  depo>its  from  one 
bank  to  the  other.  Mr.  Wilson — Did  manv  of 
the  depositors  demand  gold?  Almost  none; 
during  the  week  after  the  lOlh  October,  there  -vvas 
a slight  demand  for  gold,  and  in  the  countrv,  I 
believe,  there  was  a very  slight  demand  for  gold." 
Mr.  Fleming  then  gave  the  figures,  shewing  that 
the  total  demand  for  gold  during  the  whole  month 
from  the  10th  October  to  the  9th  November,  was 
only  £44,000,  of  which  not  more  than  £6,000 
was  in  exchange  for  notes,  but  the  total  demand 
tor  deposits  and  balances  on  account  was 
£1,280,000;  from  which  it  follows,  of  course,  that 
the  total  pressure  on  the  Bank  was  this : — 

For  gold  in  exchange  for  notes.  . £U,000 

For  deposits  taken  in  gold  . . . 38,000 

Fordeposit«  and  balances  taken  in 
Bank's  notes 1.231,000 


£1,280.(KX) 


Now,  if  the  Bank  had  not  i.^siied  notes,  how 
would  tliis  last  item  have  been  demanded?  Of 
course  in  gold.  So  that  it  is  quite  clear  that  the 
power  of  the  Bank  to  issue  note.s  saved  and 
les.sened  the  demand  for  gold  to  that  extent.  And 
we  have  already  shewn  that  it  was  not  any  run 
for  gold  which  made  the  Bank  stop,  but  its  in- 
ability to  provide  for  payment  of  the  adverse- 
balance  of  exchange.  But  it  may  be  said.  See 
what  followed  the  next  morning.  There  -sva’s  un- 
doubtedly a run  for  gold  next  morning  on  some  of 
the  other  banks.  But  then  there  tcould  have  been 
the  very  same  run  if  there  had  been  no  notes  at  all. 
And  that  very  run  was  greatlv  aggravated,  if, 
indeed,  it  was  not  chiefly  due  to  the  most  unfor- 
tunate decision  of  the  other  banks  to  refuse  the 
AVestern  Bank’s  notes.  As  soon  as  (he  other 
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hanks  agreed  to  take  the  Western*s  notes,  the 
panic  immediaidg  subsided,  even  though  a second 
bank  stopped  the  same  morning.  Now,  what  is 
the  effect  We  ini*:ht  nataraily  liavo  exju'cted  from 
a second  bank's  stoj>pin^  in  the  midst  of  a panic  ? 
Clearly  that  that  panic  would  have  been  greatly 
intensified.  But  in  this  case  it  was  not  so.  The 
City  Bank  did  not  open  on  the  'Wednesday 
morning,  and  yet  the  whole  panic  was  over  by 
two  o'clock  that  tlay.  The  whole  demand  on  the 
Royal  Bank  for  gold  did  not  exceed  £1,000. 

i'll,  No>v,  without  prejudging  the  question  in 
any  way,  whether  the  Scotch  £1  notes  should  be 
suppressed,  there  is  no  dispassionate  man  who  can, 
after  reading  the  details  of  this  crisis,  come  to  the 
conclusion  that  they  had  anything  whatever  to  do 
with  this  panic.  The  p*eat  wonder  is,  that  after 
the  unprecedented  circumstance  of  two  great 
banks  stopping  payment,  the  panic  was  so  short, 
and  so  slight  as  it  was.  Does  any  man  who 
knows  Lomhm  think  that,  if  a similar  case  had 
happened  there,  the  consequences  would  have 
been  so  comparatively  trifling  ? The  two  London 
banks  of  most  nearly  equal  magnitude  with  the 
(llasgnw  ones  that  stopped,  are  the  Union  and 
the  Landnii  and  County.  Let  us  imagine  that 
the  I’nion  Bank  of  London  was  to  stop  payment, 
and  two  days  after  the  London  and  County. 
Does  any  man  who  knows  London  suppose  that 
ill  such  a case  the  panic  would  be  limited  to  one 
dav  and  a half?  Xo  mau  in  his  seuscs  would 
think  so. 

Nor  can  there,  we  think,  be  any  reason- 
able doubt  that  the  refusal  of  the  Edinburgh 
banks  to  take  the  notes  of  the  Western  Bank  was 
a imtst  unfortunate  one.  When  the  Ayr  Bank 
failed,  all  the  other  banks  immediately  gave  no- 
tice that  theyAvould  take  its  notes  at  par,  because 
they  knew  very  well  that  its  iwoprietors  were 
perfectly  well  able  to  discharge  all  the  claims 
upon  them.  It  was  perfectly  well  known  that  the 
proprietors  <jf  the  Western  Bank  wore  worth 
mauv  millions  of  momw,  and  that  there  was  no 
jiossible  danger  of  any  ultimate  loss.  Yet  the 
banks  on  this  occasion  decided  to  refuse  their 
notes,  which  decision  they  were  afterwards 
obliged  to  rescind.  And  tliis  is  a very  good 
proof  that  it  was  wrong  from  the  first;  and  im- 
mediately that  the  notes  were  taken  the  panic 
ceased. 

Ill  the  years  of  the  great  speculations  in 
railways,  numbers  of  persons  wished  t<»  carry  on 
tlio  game  of  speculation  by  buying  shares,  and 
then  raising  money  upon  them  from  bankers. 
The  old  banks  prudently  declined  this  sort  of 
busines.s,  and  a number  of  banks  were  got  up, 
principally  for  this  business— if,  indeed,  it  can  be 
called  business  at  all— as  it  was,  in  tact,  pure 
gambling.  After  a short  time,  the  railway  shares 
went  down  as  fast  as  they  had  risen,  ami  all  these 
bauks,  which  were  called  Exchange  Banks,  were 
ruiiUMl,  some  of  them  under  the  most  disastrous 
circumstances. 

5:10.  We  have  said  that  one  of  the  principal  fea- 
tures of  the  Sci>tdi  banking  system  is  to  have  a 
small  numberof  very  large  banks, withagreat  num- 
ber of  branches  to  each.  To  shew  how  the  system 
has  a natural  temlenoy  to  become  concentrated 
among  a few  great  establishments,  we  may  com- 
pare the  existing  number  of  separate  institutions, 
at  different  periods.  In  18*26,  there  were  32  in- 


dependent bnnks,  of  which  13  had  less  than  10 
partners,  10  liad  less  than  100,  and  the  remaining 
9 had  more  tlian  100.  Fourteen  of  these  had  no 
branches,  17  had  not  more  branches  tlian  5,  and 
the  highest  number  that  any  bank  had  was  30, 
which  was  the  Commercial  Bank.  The  total 
number  of  offices  was  159.  In  1848,  there  w'ore 
391  branches  ; in  1855,  there  were  462  branches, 
and  17  princi[»al  offices  ; in  1857,  there  were  the 
same  number  of  head  offices,  with  666  branches  ; 
and  in  1859,  there  are  14  separate  banks — one 
theUiuon,liaving4head  offices— and  597  branches, 
making  altogether  615  offices. 

Historical  Sketch  of  the  Eise  and  Progress  of 
Banking  in  Ireland. 

331.  The  origin  of  banking  in  Ireland,  is,  as 
far  as  we  can  discover,  involved  in  much  ob- 
scurity. AVi'  cannot  but  suppose,  however,  that 
it  could  not  have  been  long  delayed,  after  it  had 
reached  Scotland.  AVe  may,  however,  be  some- 
what surprised  that  after  the  institution  of  the 
Bank  of  Scotland,  it  does  not  ap[»ear  that  any 
one  for  a vt  ry  considerable  jjeriod  thought  of 
founding  a iHildic  Bank  in  Ireland.  The  earliest 
evideiiee  that  we  have  of  a banking  firm  in  Ire- 
land, is  in  1700.  The  first  public  act  in  which 
the  existeiiC'*  of  bankers  is  recognised  is  the 
Irish  Act,  Statute  1709,  c.  11,  being  An  Act  for 
the  better  payment  of  inland  bills  of  exchange,  and 
for  making  promissory  notes  more  obligatory.  By 
this  Act  it  was  enacted  that  the  acceptance  of 
every  inland  bill  of  exchange  of,  or  above  £5, 
should  be  in  writing  on  the  bill  itself,  which  was 
not  made  law  in  England  till  1821.  It  also 
declared  that  as  ])romissory  notes  were  not  held 
to  be  witliiii  the  hnv  merchant,  so  as  to  be 
assignable  oi’  indorsable  over  to  any  one  else, 
after  the  1st  of  September,  1709,  any  promissory 
note  signed  by  any  person,  or  by  the  servant,  or 
agent  of  any  banker,  goldsmith,  merchant,  or 
trader,  should  be  negotiable  in  all  respects  as 
an  inland  bill  of  exchange.  Another  Act  also. 
Statute  1721,  c.  14,  recognizes  that  the  trade  of 
the  country  was  greatly  carried  on  by  bankers' 
notes. 

332.  In  1721,  the  first  project  that  we  have 
been  able  to  discover  was  started  for  a National 
Bank.  To  this  three  peers,  47  members  of  parlia- 
ment, a considerable  number  of  merchants  and 
traders,  and  tthers  subscribed,  but  the  subscrip- 
tiou  was  not  filled  up,  and  the  project  was  given 
up. 

333.  The  plan  of  a national  Bank  having 
failed,  the  trade  continued  iu  tlie  bauds  of  private 
baukers,  and  there  are  several  Acts  passed  for 
the  relief  of  the  creditors  of  various  firms  that 
failed  in  173-J,  1755,  aud  1759.  In  1753  the  com- 
petition of  tlie  private  bankers  in  Dublin  was  so 
great,  that  >)iit  of  every  £1,000  there  was  not 
more  than  £10  of  gold.  The  exchange  rose  3 
per  cent,  above  par,  i.e.  the  paper  currency  was 
depreciated  lo  that  extent.  The  natural  conse- 
quence followed.  All  the  specie  left  the  country. 
The  bankers  themselves  collected  as  much  as 
they  could,  to  remit  to  Loudon,  to  purchase  bills 
at  4 per  cent,  above  par.  The  inevitable  result 
of  this  ensued.  In  the  uext  year  every  bank  in 
Ireland,  but  two,  failed,  and  these  two  paid  off 
all  their  paper.  Thus  the  entire  paper  cuirency 
was  destroyed,  the  exchange  fell  to  2 or  3 per 
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cent,  below  par,  i.e.,  the  value  of  the  currency 
rose  from  a depreciation  of  3 per  cent,  to  a pre- 
mium of  2 or  3 per  cent.,  in  consequence  of  the 
contraction.  But  the  convulsion  was  c.xceedingly 
severe,  multitudes  of  people  were  ruined,  many 
tenants  threw  up  tlicir  laud.s,  and  scarcely  a per- 
son in  the  three  Southern  provinces  of  Ireland 
but  was  affected.  In  1755,  while  tlie  country 
was  yet  suffering  from  this  general  cata.stro])he, 
an  Act  was  ]iassed  to  prevent  bankers  trading  as 
merchants  iu  goods  or  merchandize  imported  or 
exporte<l,  aud  great  difficulties  being  found  by 
the  creditors  in  obtaining  ]>ayment  of  their  debts, 
an  Act,  Statute  1759,  c.  14,  commonly  called  the 
Bankers'  Act,  was  passed  to  regulate  the  trade  of 
banking.  The  chief  provisions  of  this  Act  are — 

I.  All  deeds  and  conveyances  made,  or  to  be 
made  by  any  banker,  or  bankers,  before  the  1st  of 
August,  1760,  whcreliy  any  real  estate  should  be 
granted,  released,  mortgaged,  demised,  or  any 
ways  incumbered,  or  affected,  which  should  not 
be  registered,  or  inrolled,  according  to  the  Act, 
Statute  1721,  c.  14,  shall  be  deemed  fraudulent 
aud  void  against  all  creditors  of  such  banker,  or 
bankers.  And  that  all  deeds  and  convevances, 
after  that  date,  made  in  Ireland  by  any  banker, 
or  any  person  ein]»owcred  to  do  so  on  his  behalf, 
wliereby  any  part  of  his  real  estate,  or  lea.«ehoId 
interest,  or  whereby  any  mortgage  belonging  to 
any  banker,  upon  any  lands,  tenements,  or  here- 
ditaments, or  leaselutld  estate,  should  be  in  any 
way  incumbered,  or  aftected,  except  only  by  way 
of  lease  for  three  lives,  or  thirty-one  years,  at  the 
full  improved  rent,  without  tine,  should  be  duly  re- 
gistered, within  one  calendar  month,  from  the 
execution  thereof  by  any  such  banker,  or  other 
person  for  him ; and  if  such  deed  was  executed 
out  of  the  kingdom,  it  must  be  registered  withiu 
three  calendar  mouths  from  the  time  of  its  execu- 
tion ; and  Tliat  for  Avant  of  such  registry,  every 
such  deed  should  be  deenied  fraudulent  and  void 
against  all  the  creditors  of  the  said  banker,  even 
though  made,  or  given,  for  valuable  consideration. 

II.  After  the  10th  of  May,  1760,  all  gi*ants, 
sales,  alienations,  leases,  or  dispositions  made  by 
any  banker  during  the  time  ho  continued  to  be  a 
banker,  of  any  part  of  his  real  estate,  or  of  any 
interest  he  held  in  real  or  leasehold  estate,  to,  or 
to  the  use  of,  or  interest  for,  any  son,  or  grandson, 
daughter,  or  granddaughter  of  such  banker,  should 
be  utterly  void  against  every  creditor  of  such 
banker,  though  made  or  given  for  valuable  con- 
sideration ; and  though  such  creditor  was,  or  was 
not,  a creditor  at  the  time  such  grant,  sale,  aliena- 
tion, lease,  or  disposition  Avas  made. 

III.  After  the  10th  of  ]\Iay,  1760,  no  banker 
should  issue  or  give  any  note,  or  negotiable  re- 
ceipt, or  accountable  receipt,  with  any  promise  or 
engagement  therein  contained  for  the  payment  of 
any  interest.  And  that  all  notes,  or  receipts, 
given  iu  contravention  of  the  Act,  should  be  abso- 
lutely null  aud  A^oid. 

lA^.  If  any  banker  failed  to  pay  any  note,  nego- 
tiable recei])t,  or  accountable  receipt,  issued  by 
him  or  his  laAvful  agent,  on  demand,  Avhen  the 
same  became  due,  his  heirs,  executors,  and  admi- 
nistrators should  be  bound  to  pay  all  such  sums 
so  due,  with  legal  interest  from  the  time  of  demand 
to  the  time  of  payment,  unless  any  agreemeut  had 
been  made  to  the  contrary  betAveen  such  banker 
aud  his  creditor. 


V.  If  any  banker,  after  he  stopped  payment, 
should  receive  or  discharge  any  sum  of  money  duo 
to  him  at  the  time  he  stnpped  ]>aynu'nt,  every 
such  receipt  or  discharge  should  be  null  aud  void. 
All  deeds  and  conveyances  made  by  any  banker 
after  he  had  ubscomled,  or  stopjied  payment,  al- 
though made  for  valuable  consitleration,  should  be 
null  and  void,  unless  made  fur  the  use  of,  aiul  iu 
trust  for,  all  his  creditors,  according  to  the  order 
in  AA'hich  their  respective  debts  should  be  paid; 
or  unless  they  should  be  accepted  and  agreed  to 
by  all  his  creditors. 

VI.  Immediately  after  any  banker  should 
abscond,  conceal  himself  from  his  creditors,  or 
stop  payment,  all  his  property  of  all  sorts  and 
descriptions,  both  at  law  and  in  e(iuity,  or  which 
he  should  be  entitled  to  at  the  lime  of  his  death, 
should  be  liable  aud  subject  to  all  aud  every  his 
debts,  of  what  nature  or  kind  soever,  the  same 
should  be,  except  such  as  he  should  contract 
before  ho  became  a banker,  or  those  secured  by 
deeds  duly  registered. 

VII.  No  banker  who  should  abscond,  conceal 
himself  fn)in  lus  creditors,  or  stop  payment, 
should  ha\e  any  privilege  of  Parliament. 

A'lll.  All  ]»romissory  notes  issued  by  any 
bank,  that  shouhl  stop  payment  iu  future,  should 
be  paid  before  any  receipt  given,  or  issued!,  by  the 
bank. 

IX.  No  person  intrusted  Avith  any  public 
money  should  be  a banker,  or  discount,  under 
heavy  penalties  fur  each  breach. 

X.  If  any  banker  sliould  di.scoutinne  busines.s, 
all  his  creditors  must  make  demand  upon  him  for 
payment  of  his  notes  ami  receipts,  Avithin  three 
years,  othei'Avise  their  claims  should  be  barred, 

334.  In  the  year  1782,  at  last,  an  Act  Avas 
passed  after  great  op]>osition,  to  establish  a public 
i>auk  in  Ireland.  The  chief  i)rovisions  of  this 
Act,  Statute  178*2,  c.  16,  are  as  folloAvs  ; — 

I.  The  king  avus  cmiM)\vered,  by  a commission 
under  the  great  seal  of  Ireland,  to  authorize  and 
appoint  any  number  of  persons,  at  any  time  after 
the  1st  day  of  August,  1782,  until  the  1st  January, 
1784,  to  receive  subscriptions  from  any  persons, 
to  pay  into  the  Irish  treasury  the  sum  of 
£600,000  sterling,  to  be  ]>aid  in  money,  or 
treasury  debentures  l)oariiig  4 per  cent,  interest, 
Avhich  should  be  received  at  par,  and  considered 
as  money. 

II.  If  any  person  should  be  willing  to  pay  a 
premium  upon  the  stock,  such  premium  should  be 
ap])lied  to  the  purposes  of  the  bank. 

ill.  The  king  might,  by  letters  patent  under 
the  great  seal  of  Ireland,  limit,  direct,  and  appoint, 
in  what  manner,  and  in  Avhat  proportion  the  said 
sum  of  £600,000  should  be  made  assignable  and 
transferable  to  such  persons  as  should  freely  and 
voluntarily  accept  it,  ami  to  incorporate  the  j>ro- 
prietors  by  the  uaine  of  the  Governor  and  Com- 
pany of  the  Bank  of  Ireland,  with  full  capiicity 
to  pay,  posse.-is,  aud  enjoy  all  lands,  rents,  tene- 
ments, and  hereditaments,  of  any  kind,  nature,  or 
quality  Avhatsoever,  and  to  dispose  of  them  in  any 
Avay,  aud  to  enjoy  the  other  Uoual  privileges  of  a 
corporation. 

IV.  No  single  subscriber,  Avhether  private  or 
a body  corporate,  to  subscribe  for  nna*e  than 
£10,000  sterling,  onc-fourihof  the  subscription  to 
be  paid  doAvn,  and  the  remainder  before  the  1st 
January,  1784. 
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V.  In  case  tlio  whole  sum  was  not  subscribed 
or  before  the  1st  .Tamiary,  1784,  the  Act  was  to 
»e  void,  and  all  debentures  and  money  lodged 
vith  the  coiiimissioiiers  should  be  given  back  to 
heir  owners. 

VI.  The  said  corporation  should  not  borrow,  or 
;ive  security  by  hill,  biuid,  or  note,  covenant  or 
greemeut  u'mler  their  common  seal,  or  otherwise, for 
.nysum  of  ratuiey  exceeding  in  the  whole  £(>00,000; 
lor  should  they,  at  any  future  time,  owe  more 
han  that,  unless  by  some  future  Act  of  Parlia- 
aent.  And  if  their  debts  or  liabilities  at  any 
uture  time  exceeded  that  sum,  then  the  members 
)f  the  corporation  should  be  liable  in  their  private 
•apacities  in  ]>ropiU*tion  to  their  respective  stock. 

VII.  The  interest  granted  by  the  corporation 
or  money  lent  to  them  should  not  exceed  5 per 
ent.,  and  they  were  not  to  discount  at  a higher 
ate  than  5 per  cent.,  under  penalty  of  treble  the 
um  lent. 

VIII.  They  were  especially  debarred  from 
ending  t»r  advancing  any  sum  of  money,  secured 
\v  mortgage,  or  sale  of  lauds,  tcueraeiits,  or  here- 
litaments,  redeemable. 

IX.  They  were  forbidden  by  themselves  or 
heir  agents’  to  deal  or  trade  with  any  of  the 
•tt.>ck,  monies,  or  effects  of,  or  any  way  belonging 
o the  said  corporation,  in  the  buying  or  selling 
»f  any  goods,  wares,  or  merchandizes  whatsoever, 
mder  penalty  of  treble  the  value  of  the  goods 
lealt  with.  But  they  were  permitted  to  deal 
u bills  of  exchange,  or  to  buy  and  sell  bullion, 
told,  or  silver,  or  to  sell  any  goods,  wares,  or 
nerchaudizes  whatsoever,  which  should  really, 
imi  bondfde,  be  left,  or  deposited  with  them,  for 
noney  lent,  or  advanced,  thereon,  and  which 
ihoulil  not  be  redeemed  at  the  time  agreed  upon, 
>r  within  three  months  after,  or  from  selling  such 
ioods  a.s  should  be  the  produce  of  lands  pur- 
:ha.sed  by  them. 

X.  All  their  bills  obligatory,  and  of  credit, 
inder  their  seal,  and  issued  to  any  person,  might, 
3V  indorsement  thereon,  by  such  person,  be 
issigiied  and  transferred  to  any  one  else,  and  so 
)ii,  any  number  of  times,  by  indorsement,  and 
iuch  assignment  should  vest  all  property  in  the 
>aid  bills,  and  money  due  thereon,  in  the  holder, 
ft  ho  might  sue  in  his  own  name. 

XL  If  the  corporation,  or  any  member  of  it, 
diould  purchase  any  lauds,  or  revcBues  belonging 
:o  the  CTowm,  or  advance,  or  lend  to  the  Crown, 
iny  sum  of  money  in  any  way  whatever,  except 
by  the  special  authority  of  Parliament,  then  every 
such  ]>erson  should  forfeit  treble  the  sura  so  ad- 
raneed,  one-half  to  the  informer. 

XII.  If  any  person  obtained  any  judgment 
igainst  the  corporation,  for  any  debt  or  sum  of 
uiouev,  and  should  bring  execution  thereon  to 
the  officers  of  the  exche<pier,  they  were  required 
to  pay  the  sum  due  to  the  plaintiff,  and  deduct  it 
from  the  annual  sum  due  to  the  corporation. 

XIII.  After  the  passing  of  this  Act,  no  body 
politic  or  corporate  should  be  erected  into  a na- 
tional bank,  nor  should  any  private  partnership, 
exceeding  six  persons,  borrow,  owe,  or  take  up, 
any  sum  or  sums  of  money,  on  their  bills  or  notes, 
payable  at  demand,  or  at  any  less  time  than  six 
months  from  the  borrowing  thereof,  under  a 
penalty  of  treble  the  amount  so  due. 

XIV.  No  member  of  the  corporation  should 
be  subject  to  the  bankrupt  laws,  in  respect  of  his 


stock,  and  no  stock  of  the  corporation  to  be  liable 
to  any  foreign  attachment. 

XV.  The  stock  of  the  bank  was  to  be  pt^- 
sonal,  and  not  real,  estate.  And  the  annuity 
payable  by  the  CroAvu  was  not  to  be  liable  to 
foreign  attachment.  All  the  debentures  given  in 
by  the  subscribers  to  be  cancelled,  and  an 
aimuity  of  £:24,000  to  be  given  to  the  proprietors 
of  the  stock,  fi  r the  use  of  the  subscribers  to  the 
bank. 

XVI.  At  any  time,  upon  tAvelve  months’  no- 
tice, after  the  1st  January,  1794,  publislied  in  the 
Dublin  Gazett%  and  repayment  of  the  principal 
sura  of  £600,000  and  all  arrears,  without  any  de- 
duction whatever,  or  at  any  time  before  the  1st 
January,  1794,  u\yon  repayment  of  the  said  sum, 
and  by  the  desire  and  consent  of  the  said  gover- 
nor and  compiiuy,  duly  expressed,  the  corpora- 
tion was  to  cease  and  determine. 

XVII.  In  ca.se  of  the  determination  of  the  said 
company,  in  consequence  of  such  notice,  or  re- 
quest, or  in  case  of  insolvency,  before  any  distri- 
bution or  dividend  shall  be  made  of  the  said  stock, 
or  the  product*  thereof,  tlie  said  governor  and 
company  shall  be  obliged,  in  the  first  instance,  to 
apply  the  said  stock,  and  the  produce  thereof 
tlien  on  their  hands,  or  a competent  part  of  the 
same,  to  discharge  and  pay  off  the  total  sum  of 
the  debts  which  they  shall  owe  to  others;  ami  in 
case  the  same  shall  not  be  sufficient  to  pay  off 
and  discharge  such  debts  so  due  to  others,  that 
then  each  member  of  the  said  corporation  shall, 
in  his,  her,  or  their  private  capacity,  according 
to  the  proportitms  of  their  respective  interests  in 
the  said  capital  stock,  be  liable  to  the  payment  of 
such  debts,  until  the  Avhole  shall  be  discharged. 

XVIII.  The  dividends  are  to  be  payable 
every  six  mouths. 

XIX.  No  transfer  of  stock  to  be  valid,  unless 
registered  in  tim  Bank's  books  in  seven  days  from 
the  contract,  and  actually  transferred  in  fourteen. 

XX.  No  act  done  by  the  corporation  should 
forfeit  or  affect  the  private  estate  of  any  member 
of  it, 

335.  The  Bank  began  business  on  the  2.5th 
June,  1783.  In  1791  by  the  Act,  Statute  1791, 
c.  22,  the  Corporation  was  erected  into  a per- 
petual corporation,  subject  to  the  proviso,  that  at 
anv  time  upon  twelve  months’  notice,  to  be  given 
after  the  1st  of  January,  1816,  and  repayment  of 
all  parliamentary  debts  due  to  it,  or  upon  their 
own  desire,  as  in  the  former  case,  the  corporation 
might  be  dissolved.  The  Company  was  allowed 
to  increase  its  capital  to  £1,000,000;  £200,000  to 
be  subscribed  and  paid  up  on,  or  before,  the  24th 
June,  1796,  and  the  remainder  on  or  before  the 
24th  June,  1801  ; ami  this  additional  sum  might 
be  applied  to  their  banking  business.  The  new 
subscribers  ^\erc  to  be  incorporated,  am4  the 
Bank  might  tlien  increase  their  liabilities  to  the 
amount  of  £1,000,000.  Tart  of  the  additional 
profits,  howe^  er,  to  be  made  by  this  increase  of 
capital,  were  to  go  to  the  public.  And  if  the 
said  sums  of  £200,000  each  M'ere  not  subscribed, 
and  ]taid,  within  the  time  limited  by  the  Act,  the 
Companv  should  lose  the  benefit  of  the  Act. 

336.  'in  1797  the  Bank  was  authorized  by  the 
Act,  Statute  1797,  c.  50,  to  increase  its  capital  to 
£1,500,000,  provided  the  new  stock  was  sub- 
scribed and  p lid,  before  the  17th  February,  1798, 
in  Certain  iu-  talmeuts  provided.  The  new  sub- 
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ecribers  to  be  incorporated  as  the  ohl  one.s,  and 
the  Bank  was  allowed  to  increase  its  liabilities  to 
£1,500,000.  The  new  subscription  of  £500,000 
wa.s  to  be  ]>aid  into  the  Exchequer,  as  a loan  to 
the  Crown,  for  which  the  sum  of  £25,000  wa.s  to 
be  i)aid  as  interest,  by  two  half-yearly  payments ; 
and  besides  that,  an  annuity  of  £3  12s.  6d.  per 
cent,  for  iiiueteen  years  from  the  24th  of  June, 
1797.  Thesnmof*£2  10s.  per  cent.  >vas  allowed 
as  discount  for  prompt  i>avmeut.  The  interest 
granted  on  the  first  loan  of  £600,000  to  Gov'ern-  j 
ineiit  was  raised  to  5 [»er  cent. 

337.  An  Act  also  was  passed  to  confirm  and 
continue  the  minute  of  council  of  the  2nd  of 
March,  1797,  directing  the  Bank  to  susjM*nd  cash 
payments,  as  the  Bank  of  England  had  been 
i>rdered  to  do  on  the  27th  February.  During  the 
restriction  no  action  was  to  be  maintained  by  any 
l)erson  against  the  Bank  for  the  payment  of  any 
note,  for  which  they  were  ready  to  give  a note  of 
equal  amount  in  exchange.  And  any  Court  of 
Law  might  stay  j)roceedings  in  any  action  to 
enforce  payment  until  the  restriction  should  be 
taken  off.  The  Bank  might  pay  any  sura  less 
than  20s.  in  casli,  ami  any  sum  for  the  payment 
of  the  army  or  navy,  in  i>ursuaiice  of  an  order  of 
council,  which  wa.s  to  be  laid  before  Parliament 
within  three  days.  But  the  Bank  might  receive 
any  sum  in  cash  from  any  ijcr.son,  not  being  less 
than  £50,  and  agree  to  repay  three-fourths  of  it. 
All  payments  in  the  Bank’s  notes  during  the  re- 
striction should  be  deemed  payments  in  cash,  if 
made  and  accepted  as  such.  And  no  person  who 
made  a tender  of  the  Bank’s  notes  in  payment, 
should  be  held  to  special  bail.  The  restriction 
on  the  Bank  should  continue  for  three  mouths 
after  the  restriction  should  be  taken  off  the  Bank 
of  England,  unless  sooner  ordered  to  cease  by  the 
Lord  Lieutenant. 

338.  In  1799,  the  abuses  which  developed 
themselves  both  in  England  and  Scotland,  under 
tlie  power  of  unlimited  issues  possessed  by  every 
one,  were  very  annoying  in  Ireland,  and  the  Act, 
Statute  1799,  c.  48,  was  passed  to  remedy  them. 
It  enacted  that  in  future,  all  ]»romissory  or  other 
notes,  or  negotiable  obligations  for  the  payment  of 
le.s.s  than  five  guineas,  except  such  notes  under 
20s.,  as  were  allowed  to  be  is.sued  by  registered 
bankers,  not  resident  in  Dublin,  should  be  made 
jiayable  to  some  certain  person  or  persons  named, 
and  their  place  of  abode  specified  therein.  That 
they  should  bear  date  before,  or  at,  the  time  of 
issuing  them,  ami  not  any  .subsequent  date,  ami 
should  be  ]»ayable  within  twemy-one  days  next 
after  the  date  thereof,  and  should  not  be  nego- 
tiable after  that  date.  All  indorsements  were  to 
be  made  before  that  time,  ami  all  signatures  ami 
indorsements  to  have  at  least  one  attesting  wit- 
ness, whose  name  and  abode  were  to  be  written 
on  the  note.  During  the  restrietiou  on  the  Bank 
of  Ireland,  any  person  might  make,  issue,  or  draw 
any  inland  bill  of  exchange,  or  obligation,  for  any 
sum  not  less  than  three  guineas,  ami  for  no  sum 
below  it,  ami  any  such  obligation,  between  three 
guineas  and  five  guineas,  should  be  made  payable 
to  the  person  by  Avhom,  or  for  avliose  use  the  value 
of  such  obligation  slumlil  have  been  paid,  and  no 
one  else.  Su'  Ii  obligations  averc  to  be  drawn  iii 
accordance  with  the  previous  provisions  of  the 
Act.  All  obligations  umb*r  five  guineas  were  to 
be  })ayal»le  only  to  the  ]>ersou  ulm  gave  value, 


under  the  penalty  of  forfeiting  treble  their  value. 
All  obligations  for  sums  under  20s.  M'ere  to  be 
payable  in  cash  on  demand,  ami  only  to  be  is.sued 
by  registereil  bankers.  For  the  convenience  of 
traders,  registered  bankers,  not  resident  in  Dublin, 
might  issue  obligations  for  9s.,  6s.,  and  .3s.  94d., 
singly,  and  not  in  sheets,  and  the  holders  ini'glit 
demand  payment  in  Bank  of  Ireland  note.s,  ami 
in  no  other  form. 

339.  We  have  oljserved  that,  on  the  passing 
of  the  Bank  Restrietiou  Act  in  Englaml,  it  was 
generally  expected  that  their  notes  would  fall  to 
a discount,  but  that  for  a year  or  two  their  issues 
were  made  with  so  much  discretuui  that  no  dis- 
count took  place,  in  1800,  however,  owing  to 
the  famine,  and  commercial  embarrassments  at 
Haraburgli,  a great  drain  of  gold  wcurred,  and 
the  paper  price  rose  to  £4  5s.,  ami  the  exchange 
fell  very  rapidly.  It  was  at  this  time  that  tlie 
great  discovery  was  made,  that  the  rise  of  the 
paper  price  of  gold  above  the  Mint  price  was  the 
proof  ami  the  measure  of  the  depreciation  of  the 
paper  currency.  The  first  writer,  Avhom  M*e  are 
aware  of,  who  called  public  attention  to  this,  was 
Mr.  Boyd,  in  a letter  to  Mr.  Pitt  (Both).  In  a 
short  time,  however,  the  paper  }u*ice  of  gold  fell, 
and  was  not  higher  than  £4,  and  no  very  great 
practical  inconvenience  being  con.<equent  iipiui 
this,  the  subject  dropped  out  of  discussion.  The 
issues  of  the  Bank  of  Englaml  were  iu  a very 
severely  contracted  state  in  February,  1797,  at 
the  time  of  the  suspension,  and  many  very  able 
writers,  indeed,  attributed  the  suspension  to  the 
severity  of  the  contraction.  After  tliat,  they  had 
increased,  but  not  to  any  very  immoderate  anuiunt. 
But  when  the  directors  of  the  Bank  of  Ireland 
Avere  relieved  from  cash  payments,  they  lost  all 
notions  of  prudence.  In  the  space  of  six  years 
they  increased  their  issues  to  all  but  fi\'e  times 
their  amount  at  the  time  of  the  restriction.  For 
while  on  the  1st  January,  1797,  tliey  AAere 
£621,917,  by  the  1st  of  Ajwil,  1801,  they  AA’ere 
£2,266,471,  and  by  NoA'ember,  1803,  they  Avere 
£2,911,628.  And  the  exchange  between  Dublin 
and  London  had  fallen  very  rapidly,  and  jiropor- 
tionably  to  these  increased  issues.  At  tliis  time, 
it  is  necessary  to  mention  that  the  Irish  shilling 
contained  13d.,  and  as  both  the  English  and  Irish 
pound  contained  240d.,  a slight  calculation  Avill 
shoAv  that  £100  sterling  = £108  6s.  8d.  Irish 
currency.  Consequently,  the  par  of  exchange 
betAveeu  Ireland  and  Englaml  was  called  8L 
Hence,  Avhenever  the  exchange  Avas  below  8J,  it 
Avas  favourable  to  Ireland,  and  whencA’er  it  Avas 
aboA'e  8i,  it  was  adverse  to  Ireland.  During  the 
first  year  of  the  restriction,  the  exchange  betAveen 
Dublin  and  Loudon  Avas  faA'onrable  to  Dublin, 
the  exchange  at  the  close  of  the  year  being  7. 
But  immediately  after  that  it  began  to  fall,  and 
at  the  close  of  1798  it  had  fallen  to  9|,  at  the 
close  of  1799  to  141.  In  18(X)  it  rose  to  an 
average  of  1)4,  but  this  Avas  during  the  period 
Avheii  the  English  exchanges  had  fallen  very  Ioav, 
and  the  paper  price  of  gold  had  rl<vn  to  £4  5s. 
In  1801  the  aA-erage  was  a little  brlow  13,  in 
1802  it  Avas  slightly  higher,  but  iu  1803  it  rapidly 
fell,  and  iu  November  A\*as  at  19.  At  this  time 
the  issues  of  the  Bank  of  Ireland  were  £2,91 1.(»28. 

340.  Tills  extraordinary  deraugement  of  tlie 
exchanges  Avas  productive  of  the  utmost  mi.schief 
and  confusion  to  allcommerce,  ami  was  repeatediv. 
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as  stated  hy  Lord  Kin",  brought  hefure  the  notice 
of  Pai  lhimeiit  in  the  debates 'on  the  Irish  Bank 
Restriction  Bill,  tliongh  it  does  not  ajtpear  in  tlie 
lucagi'i- ve]Mjrts  that  have  cnine  down  to  ns.  It 
also  attracted  the  forcible  attention  of  economists, 
and  in  and  1X04  afipcared  two  most  able 
and  remarkable  tracts,  one  bv  Lord  King  and 
the  other  by  Mr.  Henry  Rarneli,  afterwards  Sir 
Henry  Parnell,  and  Lord  Congleton,  forcibly  sup- 
lHn*ting  the  doctrines  previously  propounded  by 
JUr.  Ihyd,  that  the  depression  of  tlie  exchange 
below  the  Cost  of  transmitting  bullion  from  one 
]4ace  to  another,  M'as  the  }>roof  and  the  measure 
ot  the  depreciation  of  the  paper  cnrri*ncy.  Both 
these  panijddets  deserve  the  most  attentive  study, 
because  they  most  clearly  and  unanswerably  esta- 
blish the  great  fumlamental  proposition  of  a paper 
currency  That  a rise  oj  the  market^  or  jiaper^ 
price  of  gold  ahove  the  Mint  price,  and  a fall  of 
the  foreign  exchanges,  beyond  the  cost  of  trans- 
mitting bnllion  from  one  place  to  another,  is  the 
proof  ami  the  measure  of  the  depreciation  of  the 
paper  currency. 

341.  Lord  King’s  pamphlet,  too,  is  especially 
remarkable  as  eontaining  the  first  formal  protest 
against  Adam  Smith’s  doctrine,  that  as  long  as 
the  issues  of  Bank  notes  were  confined  to  the  dis- 
count of  mercantile  bills,  founded  upon  real  trans- 
actions and  ot  undoubted  solidity,  they  cciuid  not 
exceed  the  amount  which  would  necessarily  cir-  i 
dilate,  if  the  currency  Mas  purely  metallic,  and 
therefore  could  not  be  excessive.  This  doctrine 
was  stoutly  maintained  by  some  of  tlie  M'itnesses 
in  the  rarliainentary  Inquiry,  Mhich  Mill  be 
shortly  noticed,  as  M'ell  as  by  the  Directors  of 
the  Bank  of  England  before  the  Bullion  Com- 
mittee. This  doctrine  is  very  specious,  but  per- 
fectly delusive,  and  Lord  King  has  the  merit  of 
first  declaring  its  fallacy.  These  two  little  trea- 
tises must  therefore  be  considered  as  among  those 
wliieh  have  established  fnndnmental  principles 
0^  c m^^ , and  ■will  be  found  fullv 
analysed  in  their  pmper  jilaccs  (King,  Lord), 
and  (Parxki.l).  They  also  deserve  to  be  par- 
ticularly mentioned,  because  tluw  are  the  true 
founders  of  a doctrine  M'hose  discovery  many 
I>ersons  most  unjustly  attribute  to  Ricardo  in 
1809.  And  the  phenomena,  M'c  arc  now  going  to 
consider,  are  precisely  the  same  as  those  which 
led  to  the  appointment  of  the  Bullion  Committee 
in  1810. 

342.  In  1804  the  extravagant  issues  of  the 
country  bankers  and  others  reached  such  an  in- 
tolerable height,  that  all  the  monetaiy  transactions 
betAveen  Dublin  and  Loiuhni  Avere  deranged, 
while  tho.se  between  Belfast,  AA  here  nothing 'but 
specie  Avas  ciuTeiit.  and  Loudon,  Avere  perfectly 
regular.  In  the  debate  on  tlie  Irish  Bank  Re- 
striction Bill,  February  13,  1804,  Lord  Archibald 
Hamilton  called  the  attention  of  the  House  \-ery 
strongly  to  the  evils  of  the  excessiAx  issues  of 
l>aper.  At  the  time  that  the  Bank  of  Ireland 
lifatrirtioii  Bill  passed  the  Irish  llonse  of  Coiu- 
iiiMiis  the  amount  of  notes  issued  Avas  £600,000, 
and  at  tliat  time  tliey  were  £2,700,000.  While 
the  par  of  exchange  lietAveen  Ireland  and  Ltmdon 
AA  as  it  was  then  17,  18,  and  even  19  per  cent., 
and  in  some  instances  20,  ami  thus  an  Irish 
gentleman  who  came  to  attend  his  dutv  in  J^arlia- 
ment,  found  at  the  end  of  his  Journey,  Avlicre  he 
liad  allotted  £300  for  his  exjienses,  that  onlv 


£400  were  to  be  recoi\*ed.  Mr.  Foster  declared 
that  he  did  not  believe  that  there  Ava.s  one  real 
shilling  to  be  found  from  one  end  of  Ireland  to 
the  other . there  AA*as  even  a scarcity  of  brass, 
^Ir.  II.  3 horuton,  one  of  the  authors  of  the 
bullion  rejiort,  said  that  it  appeared  to  him  clear, 
that  the  excess  ot  paper  circulation  was  the  cause 
of  the  bad  state  of  exchange  in  that  conntrv. 

343.  'J  he  state  of  the  exchanges  between  the 
tAvo  counti  ies  Avas  productiA  e of  so  much  incon- 
venience, that  on  the  2nd  March,  1804,  Mr. 
Foster  moved  for  a committee  of  the  House  of 
Commons  to  inquire  into  it.  He  said  that 
guineas  were  then  at  a premium  of  2s.  4d.  or 
2s.  fid.  in  the  current  paper  of  the  country,  and 
Avhatevcr  causes  it  iniglit  be  attributed  to,  the 
Avliole  bank  paper  of  Ireland  was  then  at  a depre- 
ciation of  10  per  cent.  But  even  that  Avas  not 
the  Avorst.  There  Avas  scarcely  anything  in  the 
sliape  of  money  to  be  seen,  but  a miserable 
coinage  of  adulterated  copper,  and  of  counterfeit 
shillings,  s » bad,  that  for  a pound  bank  note  even 
at  its  dejtreciated  rate,  tAA'eiity-six  or  tAventy- 
scA'en  of  such  shillings  AA^ould  be  giA'cn  in  ex- 
change, IMr.  Ponsonby  .said  that  no  man,  who 
had  not  bc'-n  in  the  country,  could  form  any  con- 
ception of  the  distress  from  the  state  of  the  cur- 
rency. There  aa'us  not  to  be  found  in  the  country 
parts  of  Ireland  except  in  the  north,  any  descrip- 
tion of  coin  Avhatevcr,  except  some  very  bad 
copjicr  ; silver  or  gold  there  Avas  none.  But  as 
something  must  be  used  for  circulation,  there 
were  man\'  persons  Avho,  Avithout  any  capital 
whatev'cr,  set  up  a kind  of  banking  shops,  and 
issued  note 4 of  fid.  or  a Is.,  and  a note  for  3s.  Gd. 
Avas  considered  as  a A'cry  large  one.  Mr.  Fox, 
too,  saw  ch*arly  that  the  bank  paper  Avas  depre- 
ciated, and  not  the  guinea  that  AA'as  raised.  A 
committee  AA*as  then  appointed  to  inquire  into  the 
causes  of  the  extraordinary  state  of  the  exchange 
betAveen  Dublin  and  England,  and  the  state  of 
the  currenev  in  Ireland. 

344.  The  circumstances  Avhich  gaA'O  rise  to  tlic 
appointment  of  this  committee,  and  its  rej>ort,  are 
deserving  oi*  great  attention,  as  this  was  the  fii*st 
parliamentary  investigation  into  the  theory  (»f  the 
paper  cuiTeiicy,  and  they  are  the  antetype  of  Avhat 
attcFAvards  occurred  in  England,  and  gave  rise  to 
the  appointment  of  the  Bullion  Committee. 

345.  The  evidence  giA'en  before  this  committee 
of  the  state  of  the  cm-rency  of  Ireland,  Avas  nu»st 
extraordinary.  Mr.  D’Olier,  a director  of  the 
Bank  of  Ireland,  had  some  of  the  base  currency  in 
circulation  Aveighed.  He  found  that  it  took  12fis. 
to  the  pound  M'eight,  sucli  as  remained  of  the  old 
mint  issues  weighed  94s.  fid.  to  the  pound,  being 
deliA'ercd  at  the  rate  of  62s.  to  the  pound.  He 
estimated  that  the  best  of  the  ba<c  sih  er  shillings 
Avere  not  Avorth  6d.,  and  the  Avorst  about  3d.  The 
makers  of  this  basecoiuage  sold  it  to  persons  Avho 
had  an  opportunity  of  circulating  it,  at  the  rate  of 
from  28s  to  35s.  the  guinea.  Mr.  Roach  said, 
that  in  the  Njuth  of  Ireland,  the  sih'cr  currency 
had  entirely  disapj)eared  from  circulation,  and  its 
place  Avas  siqqtlied  by  the  issue  of  siher  note.s. 
i’liese,  together  Avith  the  increasing  issues  of 
baiiker.s’  notes  of  all  descriptions,  had  enhanced 
the  price  of  all  articles  of  the  export  trade  aboA'c 
their  natural  A'alue,  and  had  created  a degree  of 
false  credit  in  the  .southern  ]tarts  of  Ireland,  Avhich 
increased  the  jn-iccs  of  land,  These  issues  of 
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silver  notes  Avero  constantly  increasing,  especially 
during  tlie  last  tAveh’emontlis.  He  said  that  there 
Ava.H  in  reality  a A cry  good  .supply  of  real  silver 
in  the  south  of  Ireland,  Avlilch  Avas  hoarded  and 
concealed,  and  Avhich  Avould  again  come  into  cir- 
culation, if  tliesc  silver  notes  Avere  suiipressed  as 
they  ought  to  be.  Traders  almost  nniA'crsally 
issued  in>tes  for  3s.  9^d.,  and  6s.,  payable  to 
hearer  at  tAventy-one  days  after  date,  to  evade  the 
laAv.  Mr.  Colville,  a director  of  the  Bank  of  Ire- 
land, thought  there  might  be  some  small  propor- 
tion of  mint  sih'cr,  greatly  AA  orn,  in  circulation  in  | 
Dublin,  but  not  more  than  2 per  cent.  This  had 
been  gradually  getting  Avorse  and  AA'orse  for  more  : 
than  five  years.  CroAvns  and  half-croM*ns,  origi-  , 
ually  issued  fi’om  the  mint,  Avere  not  circulated, 
but  kept  as  curiosities,  ami  from  the  high  state  of 
the  exchange,  the  best  pieces  AA'ere  carefully  picked 
out  for  exjjortation.  There  M-ere  at  this  time  in 
Ireland  7 bankers  issuing  bank  notes,  28  issuers  of 
gidd  and  silver  notes,  62  issuers  of  silver  notes,  and 
128  issues  of  I.  O.  U.’s.  In  the  Yonghall  district 
alone,  there  were  70  issuers  of  currency,  of  Avhich 
62  issued  I.  O.  LVs,  from  6s.  doAvn  to  3|d. 

346.  In  the  North  of  Ireland,  Avliere  nothing 
but  gold  Avas  current,  the  exchange  at  Belfast 
Avith  London  had  ahvays  continued  lavourable  to 
Belfast,  and  ev'en  Avhile  the  exchange  at  Dublin 
Avas  pritgressively  sinking,  the  exchange  at  Bel- 
fast continued  to  rise.  From  1794  to  the  end  of 
1798  the  exchange  had  been  iuA'ariably  faA'ourable 
to  Dublin,  being  generall}'  about  7^,  and  some- 
times CA’en  so  high  as  5,  but  at  the  end  of  1798  it 
fell  to  9 ; during  1799  it  fell  rapidly  to  14  in  the 
beginning  of  lieceuiber,  but  it  being  expected 
tliat  Bank  of  Ireland  notes  would  be  exchanged 
for  those  of  the  Bank  of  England,  it  rose  to  9, 
and  continued  a little  below  that  rate  during 
1800,  but  at  this  time  the  Bank  paj)er  in  England 
had  fallen  to  a considerable  discount.  In  1801  it 
began  steadily  to  fall  again,  and  this  became  much 
more  rapid  and  severe  during  1803.  In  August 
and  September  of  that  year  it  reached  a depression 
of  19,  and  though  it  afterM'ards  n^se  to  13,  it  con- 
tinued to  exhibit  the  most  extraordinary  tluctua- 
tions,  and  AAas  at  18  at  the  end  of  January,  1804, 
when  it  Avas  brought  before  tlie  House.  The  folloAv- 
ing  figures  exhibit  the  difierence  of  the  exchange 
(m  London  betAA'een  Dublin,  Avhere  all  the  currency 
Avas  paper,  and  Belfast,  Avhere  it  Avas  all  specie  : — 


1802 

Dublin. 

Belfast. 

Average  of 

£. 

s.  d. 

£.  s.  d. 

1st  Quarter  . . . 

11 

5 11  . 

. 0 13  4 

2nd  „ ... 

11 

11  3 . 

. 7 15  0 

3rd  „ ... 

11 

2 7 . 

. 8 0 10 

4th  

10 

13  5 . 

.730 

1.^)3. 

1st  Quarter  . . . 

11 

1 9 . 

. 7 12  0 

2n<l  „ ... 

13 

8 11  . 

.888 

3rd  „ ... 

15 

17  0 . 

. 7 12  6 

4th 

15 

8 7 . 

. 5 12  6 

1804. 

January  27  . . . 

18 

0 0 . 

.600 

At  NeAvry,  Avhich  Avas  a kind  of  debateable 
land  betAveen  specie  and  ]>aper,  the  exchange  upon 
Loudon,  according  as  bills  Avere  purchased  Aviih 
■si>ecie,  or  bank  notes,  Avas  as  folloAvs ; — 


1803. 

January 

Ai)ril 

July 

Oetol>er 

1804. 
Januar}' 


Siiecie. 
£ s.  d. 

7 17  6 

8 0 o 
8 10  0 
6 0 0 


Bank  Notes. 


£ s.  d. 

12  17  6 

13  t)  0 
13  10  (t 
15  10  0 


15  10 


In  1696  the  extremely  depreciated  state  of  the 
silA'or  coinage  of  England  had  turned  the  ex- 
changes. greatly  against  tliis  country.  But  it  Avas 
a principle  i»erfeclly  avcU  knoAvn  to  tlie  mer- 
chants of  that  time,  as  any  one  Avho  reads  the 
pamphlets  of  that  jicriod  may  sec,  that  the  real 
€xcha7ige  heticeen  any  tiro  places  could  never  vary 
more  than  the  cost  of  sending  bullion  from  one 
place  to  the  other.  The  f|uestion,  thereloro,  before 
the  committee  was,  to  Avhat  c(mld  thi.s  extraordi- 
nary state  of  the  exchange  at  Dublin  on  London 
beoAA'ing?  Especially  Avliat  could  be  the  reason 
of  the  difference  of  the  rate  between  Dublin  and 
Belfa.st  ? One  set  of  Avitnesses  plainly  and  nti- 
hesitatingly  declared  that  it  aa'us  OAviug  to  the 
OAxr-issues  of  bank  paper  in  Dublin. 

347.  When  the  directors  of  the  Bank  of 
Ireland  Asere  asked  whether  tliey  thought  the 
Bank’s  notes  were  depreciated,  they  indignantly 
repudiated  such  a notion.  Mr.  Colville,  being 
asked  Mhat  could  be  the  motive  for  so  large  an 
increase  in  its  issues,  as  from  £600,000  to 
£3,000,000  in  so  short  a time,  said  that  the  course 
of  exchanges  haA  ing  about  tM  o years  after  the  re- 
striction become  very  high,  and  greatly  against 
Ireland,  the  mouev  of  the  conntrv  Avas  carried  out 
of  it,  for  the  ]mrpose  of  paying  the  balance  of 
' remittances  against  Ireland.  The  cunsequoucc 
j AA'as,  that  as  the  circulating  medium  of  g(»ld  de- 
creased, it  became  necessary  to  sujiply  its  place 
with  paper,  He  said  that,  after  the  restriction, 
it  Avas  necessary  to  sup]>ly  notes  for  the  payments 
that  Avould  haA-e  been  made  in  guineas,  and  this 
amount  he  placed  at  £1,200,000.  He  .said  that  he 
thought  it  Avas  a very  great  errt>r  to  suppose,  as  Avas 
generally  done,  that  the  extension  of  paper  in  Ire- 
land has  been  a cause  of  raising  the  exchange ; 
in  his  opinion  it  was  directly  the  rcA’crse,  inasmuch 
as  the  circulation  of  paper  supjdied  the  circulating 
medium,  it  enabled  the  gold,  Avhich  before  stood  in 
its  ])lace,  to  be  exported  out  of  the  country,  and, 
as  far  as  it  Avent  in  M eight  and  mca-^^nre,  so  far  it 
AA’as  ii  clear  and  decided  cause  of  pieA  cuting  the 
exchange  from  getting  to  a higher  pitch  than  it 
had  hitherto  attained.  And  it  M*as  cA-ident  that 
the  more  jiaper  issued  by  the  Bank,  in  consequence 
of  an  extension  of  loans,  so  far  as  it  further  ex- 
tended the  notes  of  the  Bank,  it  further  enabled  a 
greater  drain  of  specie  to  take  place,  and  conse- 
quently to  strengthen  the  cause,  Avhicli  kc])t  doAvn 
the  rate  of  exchange.  This  ■witness  attributed  the 
state  of  the  exchanges  exclusively  to  the  fact,  as 
he  alleged,  that  Ireland  0MX*d  a great  deal  more 
money  than  she  Avas  able  to  pay.  Tliese  opinions 
he  repeated  oA’er  and  over  again. 

348.  We  shall  find  in  this  AA  ituess’s  evidence 
one  of  the  most  curious  specimens  of  reasoning  in 
a circle,  that  can  be  easily  met  M'iih.  He  Avas 
asked — To  Avhat  do  you  attribute  the  nnfaA'or- 
able  exchange  Avhich  has  oxistid  between  Dublin 
and  Loudon? — 1 decidediv  and  cloarlv  consider 
I the  Sole  ellieient  cause  to  be  that  Irehunl  owes  a 
I givat  dval  more  money  to  (ireat  Britain  than  she 
j is  able  to  jiay. — AVhat  do  you  take  to  be  the  true 
criterion  of  such  balance  of  debt? — The  true  cri- 
terion 1 take  to  be,  the  state  of  exchange  be- 
tween Dublin  ami  London,  and  Lomion  and  Dub- 
lin.— Explain  your  reasons? — AVhen  exchange 
j is  considerably  aboA'C  par,  it  is  said  to  be  against 
j Ireland,  and  in  that  case  certainly,  at  that  time 
; Ireland  oavos  more  money  than  she  is  able  to 
pay.**  That  is  to  say,  the  reason  Avhy  the  ex- 
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chan"e9  were  unfavorable,  was  because  Ireland 
owed  money,  and  the  proof  ihvd  she  owe<.l  money 
■was  because  the  exchanges  were  unfavorable ! 
^larvellnuH  lo<;u* ! He  was  asked  if  the  rate  of 
exchange  could  be  influenced  hv  the  value  of  the 
medium  in  which  the  balance  of  debt  between  the 
two  countries  was  paid,  a.-<  if,  for  instance,  it  was 
paid  in  a degraded  or  adulterated  coin.  He  ad- 
mitted it  mijjht  be  so  if  paid  in  base  coin,  but  he 
denied  that  such  views  in  any  way  applied  to 
Hank  of  Irelaml  ]>aper. 

349.  Mr.  l)'()lier  entirely  coincided  in  these 
views:  beinix  asked — “Donotvou  conceive  that 
there  may  be  an  auj/mentation  of  Hank  of  Ireland 
jtaper,  'which  may  be  so  larj;;e  asto  have  the  effect 
of  diminishing  its  value  in  exchange  for  goods, 
.supposing  bank  ]>aper  to  be  not  now  convertible 
into  coin,  ami  that  the  ])ublic  confidence  in  the 
ultimate  solvency  of  the  Hank,  and  even  in  the 
certainty  of  the  Hank  paper  being  again  converted 
into  gold,  at  some  remote  and  indefinite  period, 
may  be  perfectly  maintained  ? — I think  it  pos- 
sible, but  by  no  means  probable.  I have  heard  it 
stated  that,  because  g(»ld  i.s  bought  at  a premium, 
that  thcrefiire  Hank  of  Ireland  notes  are  by  so 
much  depreciated,  and  at  an  absolute  discount  to 
llie  amount  of  that  premium,  but  Ido  not  conceive 
that  that  is  the  way  to  look  at  the  fpiestion.  The 
circuliitioii  of  the  paper  said  to  be  depreciated, 
must  first  be  provod  to  have  biTome  bunleiisome 
to  the  holders,  and  bargains  to  have  been  made 
by  unnecessary  purchasers  to  get  rid  of  that  which 
they  found  inconvenient  or  were  api)rehensive  to 
hold.  Tlie  mere  buying  of  gold  at  an  advanced 
price  beyond  that  of  the  !Mint  is  the  effect,  and 
not  the  cause,  »tf  the  exchange,  and  therefore  no 
proof  of  the  depreciation  of  the  ])aper  itself.” 

350.  The  theory  of  these  gentlemen  was,  that 
tiie  exchange  could  only  be  de)»ressed  on  account 
of  money  bcbig  remitted,  and  that  it  might  be  de- 
pressed to  any  extent  in  projiortiou  to  the  money 
that  had  to  be  remitted.  Xow,  if  this  theory 
was  true,  if  iiappened,  as  may  be  seen  from  the 
above  figures,  that  while  t!ie  exchange  was  ad- 
verse to  Dublin,  it  was  favourable  to  Helfast ; 
consequently,  while  enormous  i*emittances  were 
making /row  Dublin  to  Loiubm,  there  must  at  the 
same  time  have  been  large  remittances  making 
from  Londuii  (o  Helfast.  Nay,  the  phenomena  at 
Xewry  were  mure  astounding  still,  for  at  tliat 
place,  when  ]taynients  were  made  both  in  specie 
and  ]>aper,  the  exchange,  if  paid  in  specie,  was 
favourable  Newry,  and  if  paid  in  paper  was  ad- 
verse ; consequently,  that  reasoning  would  show' 
that  l.,umlon  was  largely  in  debt  to  Newry,  and 
Newry  eiionnoiisly  in  debt  to  London! 

351.  Mr.  Colville  fully  admitted,  that  before 
the  restriction,  tlie  Hank  was  obliged  to  contract 
its  issues  during  an  unfavourable  exchange  and  a 
ilrain  of  guineas.  He  was  asked,  “AVjis  it  the 
practice  cif  the  Hank,  anteeedently  to  tlie  restric- 
tion, in  any  degree  to  restrain  the  tutal  amount  of 
its  loans,  w hen  it  experienced  a diminution  of  casli 
in  eonseipience  uf  an  unfavourable  exchange,  or 
of  any  other  circum>taiiees  pruducing  a drain  of 
its  guineas 'r — It  must  be  very  obvious  thatf  if  the 
lirectors  of  the  Uank  (ltd  not  pay  a very  yredt  at- 
tention to  such  an  important  consideration^  they 
*vould  be  i^ery  unfit  to  conduct  the  business  put 
under  their  care.  D»»  you  mean,  tlien,  to  say. 
hat  they  -were  accustomed  to  lessen  the  total 


amount  of  their  loans,  including  loans  in  the  way 
of  discounts,  when  they  found  their  guineas  going 
from  them  ?— -/  certainly  do.  Did  not  that  limi- 
tation of  loans  necessarily  operate  as  a limitation 
also  of  the  total  amount  of  their  circulating  paper 
to  an  equal  amount?— Ft  certainly  does  generally, 
but  from  the  nature  of  the  ease,  it  is  impossible  to 
state  the  specific  proportion.  Would  not  the  Hank 
paper,  in  sucli  a ease,  be  necessarily  reduced,  not 
only  in  the  degree  in  which  the  loans  w-ere  reduced, 
but  even  in  a still  greater  degree — namely,  in  tlie 
same  proi>ortion,  alsit,  as  the  gold  of  the  llank  was 
diminished  ? — It  certainly  would  ; and  in  tho 
former  answer  given  I think  I have  ex])lained  it. 
# It  * Do  yon  admit,  then,  tliat,  antecedently  to 
the  re.striction,  the  paper  of  the  Hank  of  Irelaml 
naturally  diminished  itself  whenever  gold  w'us 
drawn  out  of  the  coders  of  the  Hank,  supposing 
even  its  loans  to  remain  the  same  ? — As  the  notes 
came  in  for  jiayinent  of  the  cash,  the  cash  was 
diminished,  and  tlie  circulation  of  paper  was  di- 
minished in  tnc  same  proportion  ; but  in  all  these 
case.s  the  prudence  of  the  Hank  induced  them  to 
call  in  tlieir  loans,  in  order  to  strengthen  the 
Hank  provisionally  against  tlie  continuance  of 
such  a drain.”  ]>.  102-3.  There  is  a good  deal 
more  of  evidence  to  the  same  etfect,  the  gist  of 
which  is,  that  before  the  re.striction  the  Hank  in- 
stinctively felt  it  their  duty  to  contract  tlieir 
issues  during  an  adverse  exchange,  no  matter  how' 
good  the  bills  presented  for  discount  w'ere. 

352.  Hut  at  this  time  the  doctrine  of  Adam 
Smith  was  brought  forward,  which  we  have 
noticed  above,  as  iiaving  been  denounced  by 
Lord  Iving,  that  the  Hank’s  issues  could  not  be 
excessive,  so  long  as  they  were  advanced  on  mer- 
cantile bills  (4‘  undoubted  s(»lidity,  and  based  on 
a real  transaction.  The  directors  of  the  Hank 
of  Ireland,  of  course,  w'cre  not  likely  to  admit 
that  their  own  notes  were  depreciated,  because 
that  would  hr  condemning  themselves.  Several 
of  the  other  witnesses  maintained  the  .same  doc- 
trine. Mr.  Irving,  a merchant  of  London,  Avas 
a.sked,  “Do  you  deal  wdth  Ireland? — 1 do;  1 
know'  the  Exchange  has  been  high.  Has  there 
been  a depreciation  of  circulating  [taper  in  Ire- 
land ? — I have  heard  so.  Is  it  your  O[»inion  that 
it  has  been  depreciated? — It  is  nut.  Have  you 
lieard  that  guineas  have  been  purchased  for  a 
ju'eniium  there?  — I liave ; and  I believe  it. 
Do  you  not  think,  of  course,  that  paper  is  <leprc- 
cialed,  when  guineas  are  bouglii  at  a iiremium  ? 
— I do  not.  Explain  your  reasons. — 1 am  of 
opinion  that  a bank,  managed  with  ]>rudence, 
would  only  is.sue  its  notes  in  [iroportion  to  the 
demand,  which  maybe  made  for  tliose  notes,  in 
exchange  for  good  and  ctuivertible  securities, 
.such  as  merciuitiie  Hills  of  Exchange,  jtayable  at 
specific  ]>erittds,  of  undoubted  respectability, 
founded  upon  real  mercantile  transactions,  u[)on 
government  securities,  such  as  Exchequer  Hills, 
ill  the  purchase  of  Spanish  dollars,  or  otlier  bul- 
lion ; and  the  circumstance  of  the  bank  notes  of 
Ireland  being  ilemamled  lor  such  good  and  con- 
vertible securities,  I am  uf  ujiinion,  is  a proof  that 
thev  are  not  I mj  large  in  amount,  and  tliat  their 
value  has  not  depreciated.*  * * Another  reason 
Avhy  I am  of  o[)inion  that  Hank  notes  have  not  de- 
preciated in  v.ilue  is,  that  the  interest  of  muney  has 
not  been  dimini'^hed.  May  not  notes  be  dei»reciated 
in  the  value  of  their  currency,  although  they  are 
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in  no  way  depreciated  in  tlie  opinion  of  their 
security  ? — I think  not,  because,  by  a parity  of 
reasoning,  it  might  be  said  that  a guinea  is  ahso 
depreciated;  because,  comparing  the  quantity  of 
gold  Avhich  i.s  contained  in  a guinea,  according  to 
its  Mint  price,  it  avouUI  yield,  according  to  the 
present  market  price  of  that  commodity,  a pre- 
mium. Might  not  a greater  quantity  of  notes 
being  ill  circulation  than  the  country  requires,  cause 
their  depreciation? — Yes,  I ha\'e  already  stated 
tliat  Hank  notes  can  only  maintain  their  value, 
Avhen  they  are  demanded  in  exchange  for  good 
and  convertible  securities.”  Now,  w^e  shall  not, 
in  this  place,  investigate  the  accuracy  of  this 
theory,  because  it  was  roiiroduced  Avith  much 
gi-eater  force  and  emphasis  before  the  Bullion 
Committee,  and  the  Irish  Committee  pronounced 
no  o[)inion  upon  upon  it  in  their  report.  The 
Bullion  Committee  did  iuve.stigate  it,  and  con- 
demned it.  We  only  say  here,  that  it  is  one  of 
the  most  subtle  and  plausible  theories  ever  started, 
but  it  is  ill  reality  only  another  phase  of  John 
Law’s  theory  of  basing  a paper  currency  on  land. 
If  this  theory  Avere  true,  the  Avholc  public  debt  of 
Great  Hritaiii  might  at  once  be  con\'erted  into 
notes,  as  aa'cII  as  all  mercantile  bills.  It  is  only 
one  form  of  LaAvism.  (Huli-ion  Rkport.  Laav.) 

353.  In  1696,  during  the  recoinage  of  the 
silver  money,  the  Hank  of  England  stopped  pay- 
ment, and  a dificrence  arose  betAveen  Hank  notes 
and  specie  of  20  per  cent.,  and  betAveeii  tallies  and 
specie  of  40  per  cent.,  and  it  Avas  universally  said 
that  Hank  notes  and  tallies  were  at  a discount  of 
20  and  40  per  cent.  rcspectiA'ely.  There  is  no 
trace  of  any  other  language  but  that  being  applied 
to  them.  At  the  period  avc  are  iioav  sjieakiug  of, 
the  Irish  Hank  had  suspended  payments,  ami 
Irish  Hank  notes  and  specie  exchanged  at  a dif- 
ference of  10  per  cent.,  so  that  it  required  a 
guinea  note  ami  2s,  6d.  to  buy  a guinea  in  specie. 
The  merchants  and  statesmen  of  1696  avouUI  have 
expressed  this  state  of  things  by  saying  that  the 
Hank  note  had  fallen  to  a discount  of  10  per  cent. 
Hut  at  this  period  a ucAv  mode  of  expressing  it  was 
discOA'ered;  it  was  stoutly  maintained  that  it  AA-as 
not  the  [laper  Avhich  avjis  doi>reciated,  but  the 
guinea  Avhichhad  risen  in  A'alue!  or  Avas  appreci- 
ated., as  tlie  jargon  Avas.  Mr.  Hannan,  Avhoin  Ave 
meet  again  before  the  Hulliou  Committee,  aa'os 
asked,  “Do  you  know'  that  the  Hank  of  Ireland 
pa[)er  is  depreciated  ? — I am  not  aAvare  of  it,  be- 
cause I should  not  say  that  paper  Avas  depreciated 
unless  there  Avas  a forced  issue  of  it,  and  that  it 
Avasotiered  at  a discount  on  all  occasions;  I should 
rather  iioav  say,  that  gold  is  increa.sed  iu  value, 
than  the  iiajier  is  depredated.  AVhen  2s.  is  given 
in  Irelaml  univ'ersally  for  the  exchange  of  a 13ank 
of  Ireland  guinea  note  into  gold,  do  you  not  esti- 
mate that  the  note  is  depreciated  to  the  amount 
of  2s.  ? — The  distinction  may  seem  nice,  but 
guineas  are  w'anted  in  Ireland  chiefly  for  one  pur- 
pose— the  trade  of  the  Nortii,  as  I have  under- 
stood— and  as  the  transactions  of  the  North  are 
are  carried  on  by  guineas  only,  I ap[»reheiid  that 
is  the  cause,  * * * Do  you,  then,  thiuk  the 
present  rate  of  exchange  to  de|»end  Avholly  on  the 
balance  of  payments  dueto  Great  Hritaiii,  and  not 
to  be  aft’ected  by  anything  relating  to  the  circula- 
tion of  tiiat  country,  as  it  at  present  stands  ? — I 
am  inclined  to  think  that  tho  circumstances  alluded 
to  are  stifiicient  to  produce  the  evil.  1 do  not  say 
part  II.  VOL.  I. 


there  may  not  be  other  circumstances  which  may 
contribute  toAvards  it.  I allude  to  tlie  balance  of 
debt  Avhich  Ireland  oaa'cs.  ♦ * * Wliat  do  you 
consider  to  be  the  best  criterion  of  tlie  deprecia- 
tion of  paper  currency,  an  alteration  of  its  A'alue, 
compared  Avith  the  general  property  of  any 
j country,  or  its  alteration  compareil  Avitli  a giA'cn 
article,  A'iz.,  guineas? — I think  the  firs  he  best 
criterion,  because  guineas  may  be  wanted,  as  in 
; the  pre.seut  case,  for  special  [mrpo.ses.  Is  there 
not  at  present  a diti’erence  betAveen  the  A’alue  of 
Irish  and  Euglisli  Hank  paper  in  Ireland? — For 
tlie  purposes  of  remittance,  certainly.  Do  you 
not  conceiA'e  that  the  fact  of  a premium  existing 
on  English  Bank  notes  in  Irelaml,  and  exchanged 
for  Irish  Hank  notes,  afibrds  some  indication  that 
it  is  Irish  paper  Avliich  is  de()reciated,  and  not  the 
price  of  gold  which  is  locally  raised? — 1 do  not.” 

354.  it  is  remarkable  that  Avhen  Mr.  Harman 
.said  that  lie  considered  the  value  of  paper,  as  re- 
gards other  things,  a better  criterion  than  its 

I value  compared  to  gold,  he  did  not  remember  that 
! the  Hank,  notes  AA'ere  a “ promise  to  jiay  ” gold, 
and  they  AA'ere  not  a promise  to  pay  anything  else. 
The  same  opiiiioirs  Avere  expressed  by  other  wit- 
ne.sses,  aaIio  seemed  to  think  that  there  could  be 
no  possible  cause,  Avhich  influenced  the  rate  of 
exchange,  but  the  remittances  to  be  made  to  or 
from  the  country.  When  avc  consider  the  nature 
of  an  exchange,  and  the  state  of  facts  proved 
Avith  regard  to  the  Irish  coinage  at  that  time, 
Ave  might  almost  smile  at  those  ideas,  and 
attribute  them  to  tlic  [leculiar  modes  of  thinking, 
Avhich  are  sometimes  prevalent  on  the  Avesteru 
side  of  St.  George’s  Channel.  Hut  w'e  shall  find 
that,  w'hen  a precisely  similar  .state  of  things  took 
[ilace.  in  England,  with  regard  to  the  foreign  ex- 
changes, rlie  very  same  doctrines  Avere  long  and 
stoutly  asserted  by  a very  numerous  party  in  this 
country,  and  Avouid  probably  be  so  again,  under 
similar  circumstances. 

355.  There  Avas  one  witness,  hoAA'evcr,  who 
held  A-ery  different  opinions — ]\Ir.  Marshall,  In- 
spector-General of  Imports  and  Exports  of  Ire- 
land. Being  asked,  “ What  is  the  rate  of  ex- 
change bctAA'cen  England  and  Ireland,  and  how 
has  it  stood  for  some  time  past  ? — In  order  to  an- 
sAver  that  question,  I Avill  beg  leaA’e,  in  the  first 
place,  to  state  some  facts  Avliich  proA'e  that  Bank 
notes,  including  bankers’  as  aa'cH  as  Hank  of  Ire- 
land notes,  are  not  exchangeable  for  specie  Avith- 
out  a premium  ; and  then  1 Avill  proceed  to  state 
some  ackiioAvledged  principles  and  facts  relative 
to  the  rate  of  exchange,  together  Avith  such 
opinions  as  I have  been  enabled  to  form  on  the 
subject.  First,  as  to  the  premiums  on  specie.  A 
premium  has  been  taken  upon  exchange  in  Dublin 
eA*er  since  the  year  1799,  for  exchanging  Hank  of 
Ireland  notes  for  specie.  The  premium  did  not 
exceed  5 per  cent,  on  the  amount  of  the  notes  prior 
to  the  summer  of  1803  ; but  since  that  time  it  has 
risen  to  10  or  12  per  ceut.  Secondly,  there  are 
also  specie  shops,  as  they  are  iioav  called,  iu  some 
of  the  principal  streets  of  Dublin,  Avith  these  in- 
scriptions over  the  door,  “ Guineas  bought  and 
sold  here,”  and  “Bank  notes  exchanged  for 
guineas,”  &c.  &c.  About  the  time  of  the  insur- 
rection, the  23rd  of  July  last,  the  retail  j>rice  of  a 
guinea  in  gold  aa  hs  a paper  guinea  and  2s.  8Jd.; 
on  the  31st  December,  1803,  the  day  on  Avhich  I 
made  my  last  inquiry  ou  the  subject,  tlie  retail 
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market  price,  ■would  then  yield  about  £l  16s.  8d 
more  in  Lomlou  than  they  would  cost  in  Dublin 
AVhereas  during  an  unfavorable  exchange  a mer- 
chant could  always  get  more  for  Ids  bill  in  Dublin, 
than  in  London,  These  facts  decisively  ]troved 
tliat  the  real  exchange  was  in  favor  of  Ireland. 

3.57.  'Ml.  Marshall  jnit  before  the  committee  an 
clabi>ratc  statement,  regarding  the  true  state  of 
the  balance  of  debt,  to  which  the  lowering  of  the 
exchange  ^va3  attributed ; and  also  to  sliew 
whether  the  l»alauce  of  debt  influenced  the  de- 
preciation of  the  paper  currency,  lie  said  that 
there  were  some  points  involved  in  obscurity,  but 
at  the  period  of  the  suspension,  it  might  be  as- 
sumed that  the  balance  of  debt  was  in  flivor  of 
Ireland,  because  the  exchange  was  then  steadily 
favorable  to  Dublin.  Starting  from  this  point, 
it  might  be  sliewu  whether  the  circumstance 
which  had  arisen  since  had  had  any,  and  what, 
eftect  ni>ou  the  state  of  things,  assumed  to  have 
been  favorable  at  that  time.  From  this  state- 
ment, Mr.  Marshall  shewed  most  conclusively, 
that  the  balance  of  debt  which  was  favorable  to 
Ireland  at  *he  time  of  the  suspension,  had  since 
that  event  become  still  more  favorable  to  it.  Hay- 
ing shewn  that  in  fact  the  balance  of  debt  was  in 
favor  of  it*' ‘land,  hLs  second  object  wits  tu  shew 
whether  it  influenced  the  depreciation  of  tlie  ]>aper 
currency.  He  shewed  that  on  the  3rd  March, 
1797,  when  the  bank  suspended  cash  payments, 
the  exchanges  were  favorable,  and  during  that 
year  a largiu*  quantity  of  specie  was  remitted  to 
Ireland  than  had  ever  happened  before.  Never- 
theless, while  the  specie  was  flowing  into  Ireland, 
the  depreciation  of  the  notes  commenced.  From 
August,  1801,  to  the  time  he  was  speaking,  April 
•24, 1804,  no  roinittauccs  of  consequence  had  been 
made  to  London  in  specie,  ‘‘■Bank  notes,  how- 
ever, have  never  ceased,  whether  the  specie  was 
coming  into  Ireland,  or  going  out  of  it ; wlietlier 
the  exchange  was  under  par  or  above  par;  whether 
the  balance  of  debt  was  favorable  or  unfavorable, 
to  be  depreciated;  and  the  depreciation  aj^pears 
to  have  been  higher  when  tlie  balance  of  debt  was 
more  favorable,  and  lower  when  it  was  less  so ; 
and  upon  the  whole  it  is  evident  that  the  depre- 
ciation lias  not  been  influenced  by  the  balance  of 
debt.  Do  you  mean,  then,  upon  the  whole  of 
your  evidence,  to  give  it  as  your  decided  opinion, 
that  the  general  balance  of  debt  between  England 
and  Ireland,  including  trade,  remittances,  and 
every  species  of  pecuniary  transaction,  has  been 
each  year  since  the  restriction  on  specie,  in  favor 
of  Ireland? — I do,  very  clearly,  except  during 
the  two  yeers  of  scarcity,  and  upon  the  whole  six 
years  taken  together  the  general  balance  must 
have  been  considerably  in  fjtvor  of  Ireland.  Do 
you  alsb  nu  aii,  upon  the  whole  of  your  evidence, 
to  give  it  as  your  decided  opinion,  that  there  is, 
and  has  been,  a depreciation  of  the  paper  cur- 
rency of  Ireland,  and  that  the  high  rates  of  ex- 
change which  have  prevailed,  and  still  prevail, 
have  arisen  from  that  depreciation?—!  do;  the 
higli  exchange  in  Dublin,  which  has  now  con- 
tinued for  some  years,  must  xo  doubt  have 

ARISEN,  DIKE  ALL  OTIIKK  UERMANENTLY  HIGH 
EXCHANGES,  WHICH  HAVE  EVER  EXISTED,  FROM 
THE  DEPRi'.CIATED  STATE  OF  THE  CURRENCY, 
WITH  WHIiH  TULLS  OF  EXCHANGE  ARE  PUR- 
CHASED, and  the  same  remedy  might  perhaps  be 
resorted  to  with  success  in  the  present  case,  which 


price  of  a guinea  in  gold  was  a ]>aper  guinea  and 
2s.  2d.  Tliirdly,  about  the  end  of  December  last, 
the  price  of  a bill  in  Dublin  upon  London  for 
£100  British  was  £116  10s.  Irish,  if  purchased 
with  Irish  Bank  notes,  but  if  purchased  with 
specie,  the  price  was  only  £106  lOs.  Irish. 
Fourthly,  but  it  is  not  only  when  we  buy  bills  of 
exchange  that  we  lind  out  the  premium,  we  per- 
ceive it  also  iu  all  our  domestic  transactions  ; the 
man  who  goes  to  market  with  a guinea  iu  gold, 
has  an  advantage,  to  the  extent  of  the  premium, 
over  another  going  to  market  Avith  a guinea  in 
paper.  The  man  with  the  guinea  in  gold  calls  in 
his  way  to  market  at  a specie  shop,  and  sells  the 
guinea  for  a yiapcr  guinea,  and  the  premium  ; he 
has  then  a bank  note  of  equal  value  Avith  that  of 
the  other  man,  and  he  has  besides  the  premium. 
Fifth,  the  premium  given  Avith  Bank  of  Ireland 
notes,  AA'hen  exchanged  in  Dublin  for  those  of  the 
Bank  of  England,  is  much  the  same  as  when  ex- 
changed for  specie.  From  these  facts,  it  appears 
that  Irish  Bank  notes  Avant  10  or  12  per  cent,  of 
the  value  of  specie.  Specie  could  not  have  risen 
so  high  ill  Ireland,  or,  Avhicli  is  the  same  thing, 
all  her  commodities  could  not  have  fallen  so  Ioav 
as  10  or  12  per  cent.,  and  IiaAe  continued  in  that 
state  for  any  considerable  time,  circumstanced  as 
that  country  is  Avith  regard  to  Great  Britain ; be- 
cause such  a degi’ee  of  cheapness  of  all  commodi- 
ties in  Ireland  Avould  have  attracted  specie  fnmi 
Great  Britain,  Avhere  it  has  not  risen  materially^ 
an<l  reduced  the  value  of  it  to  the  ordinary  level. 
But  AAxre  it  possible  that  specie  should  have  risen 
Avith  regard  to  all  commodities  iu  Ireland  10  or 
12  per  cent.,  or  any  supposable  height,  Bank 
notes  Avliieh  Avere  issued  for  specie  at  its  current 
value,  Avhatever  it  may  be,  ought  of  course  to 
have  risen  pari  passu,  and  to  be  exchangeable  for 
it,  and  therefore,  whatever  Bank  notes  may  iioav 
Avant  of  this  exchangeable  property,  must  be  con- 
sidered as  a falling  oft*  from  their  original  A'aino, 
or  a dejireciatiou  to  that  extent.  In  speaking  of 
Bank  notes,  1 speak  of  the  paper  currency  of  Ire- 
land at  largo  issued  by  bankers.  Are  you  of 
opinion  that  the  paper  currency  of  Ireland  at 
large  is  depreciated  ? — 1 am  clearly  of  that 
opinion,  for  the  reasons  I have  menlionod.  To 
what  causes  do  you  ascribe  the  depreciation  of 
paper,  Avhether  from  discredit,  or  over  issue,  or 
otherwise? — .Vs  to  discredit,  I ncAer  heard  the 
solvency  of  the  Bank  of  Ireland  doubted  by  any 
one,  and  I am  inclined  to  iin|mte  it  to  an  over 
issue,  but  I cannot  give  a decided  opinion  ; I 
mean  an  over  issue  of  paper  in  general,  and  not  of 
the  Bank  of  Ireland  jiarticularly.” 

356.  Mr.  Marshall  then  sheAved  most  clearly, 
that  the  real  exchange  arising  from  a balance  of 
payments  Avas  in  favor  of  Ireland,  and  not  adverse 
to  it  as  appeared  by  the  nominal  exchange.  That 
the  exchange  appeared  to  be  against  Dublin  Avas 
OAving  to  its  ahvays  being  computed  in  bank  notes, 
which  having  ceased  to  represent  the  full  quan- 
tity of  specie  for  Avhich  they  were  issued,  required 
an  additional  number  of  them  to  make  up  that 
quantity.  This  additional  number  sAA'elled  the 
exchange,  and  made  it  appear  to  be  against  Dub- 
lin, when  in  reality  it  Avas  in  its  favor.  The 
proof  that  the  real  exchange  was  in  fa\'or  of 
Dublin  Avas  very  simple,  because  bills  of  exchange 
purchased  with  specie  iu  Dublin,  or  AA'ith  Bank  of 
Ireland  notes  equal  in  amount  to  specie  at  their 


has  never  failed  to  be  eflectual  on  all  former  occa- 
sions, namely,  a romoA'al  of  the  depreciation.” 

358.^  We  shall  now  give  a somcAvhat  full 
analysis  of  this  report,  because  it  is  the  first  par- 
liamentary investigation  into  the  theory  of  the 
paper^  currency;  and  though,  coin]taratiA-ely 
speaking,  little  kiiOAvn,  it  is  one  of  the  groat 
landmarks  of  Political  Economy.  The  reiiort 
divides  the  inquiry,  1st,  into  the  state  of  the 
Exchange,  and  2nd,  the  state  of  the  Currency. 
The  first  of  these,  namely,  the  state  of  the  Ex- 
change, is  considered  under  three  heads: — 

I.  As  to  the  fact  of  an  unfavourable  Exchange 
existing,  and  to  Avhat  extent. 

II.  As  to  the  causes  Avhich  have  created  it. 

III.  As  to  the  remedies  which  can  be  resorted 
to,  tor  either  reinoA’ing,  or  alleviating  the  incon- 
veniences arising  from  it. 

AVith  respect  to  the  first,  tables  of  the  rates  of 
Exchange  between  Dublin  and  London,  and 
Belfast  and  London,  had  been  laid  before  them, 
shoAving  a difference  of  10  per  cent  between  the 
two,  in  some  cases.  In  the  former  place,  bills 
were  purchased  with  Bank  of  Ireland,  and  other 
bankers’  notes ; in  the  latter,  Avith  guineas.  The 
exchange,  if  stated  as  between  Belfast  and  Lou- 
don. appeared  to  be  in  fa\'our  of  Ireland  ; if  stated 
as  between  Dublin  and  London,  to  be  uniformly 
apiiist  Ireland,  CA^er  since  1798,  and  to  have 
risen  to  an  unprecedented  degree.  The  former 
they  AvouId  call  the  real,  and  the  other  the 
nominal  exchange,  and  tlic  difference  bet\A*ecn 
the  tAvo  arose  from  the  depreciation  of  the  circu- 
lating paper.  It  Avas  true  that  some  reasons  AA*ere 
urged  to  slicAv  that  it  Avas  the  A'alne  of  guineas 
that  Avas  raised ; but  if  a person  who  had  a guinea 
could  buy  Avith  it,  a Bank  of  Ireland  guinea  note, 
and  also  two  shillings ; and  if  any  one  Avho 
Avanted  a guinea,  must  giA'e  a Bank  of  Ireland 
note,  and  also  tAvo  shillings,  it  is  evident  that  the 
paper  being  of  so  much  less  value  than  the 
guinea,  is  by  so  much  depreciated,  especially 
AA'hen  exchange  is  the  object  of  inquiry,  Avhicli  is 
estimated  by  the  A'alne  of  bullion,  or  specie;  and 
the  guinea,  being  the  same  coin  current  in  Eng- 
land and  Ireland,  is  the  true  standard  to  Avhich 
the  value  of  the  circulating  iiajier  is  to  be  referred. 
It  was  not  to  he  supposed  that  by  any  circum.^iances 
guineas  can  he  rendered  10  per  cent  higher  in 
Irelami  than  \n  England,  when  the  expense  of  con- 
reying  them  from  one.  country  to  the  other,  does 
not  amtmnt  to  1 per  cent.  But  further,  the  cir- 
culating jiaper  of  Ireland  Avas  oqnallv  depreciated, 
when  compared  Avitli  a Bank  of  England  note.  1 
The  same  premium  Avas  given  to  obtain  Bank  of 
England  notes  as  guineas ; and  they  commanded 
the  same  premium  as  gniueas.  It  was  therefore 


cost  of  transporting  sj)ocie  from  one  country  to 
the  other,  and  betAveen  Dublin  and  London  did 
not  amount  to  more  than  one  per  cent,  including 
insurances;  hut  any  excess  in  ike  rate  of  exchange 
beyond  this,  forms  a separate  co)isideratioiLt  and 
must  arise  from  other  causes. 

360.  The  real  exchange,  that  is,  where  the  bills 
of  exchange  arc  bought  Avitli  specie,  as  in  Belfast, 
being  in  favour  <ff  Ireland,  during  the  Avhole  of  the 
year  I»02,  the  committee  examined  documents  to 
ascertain  whether,  upon  the  whole  ycai’’s  transac- 
tions, England  was  debtor  to  Ireland,  or  the 
reverse ; and  tlie  investigation  Avould  satisfy  those 
who  thought  that  the  state  of  exchange  depends 
on  the  balance  of  payments,  that  the  rise  of  the 
Irish  exchange  Avas  not  due  10  that  balance. 
During  that  year,  upon  the  different  accounts, 
there  could  be  no  possible  doubt  that  a very  large 
balance  A\'as  due  to  Ireland  in  1802;  if  it  was 
estimated  according  to  Mr.  MarshalKs  principle, 
it  Avould  be  about  £1,241,624.  It  Avas  iindoubtctUy 
certain,  therefore,  that  during  1802,  the  balance 

, Avas  in  reality,  favourable  to  Irelami,  and  there 
AA*as  CA'ory  reason  to  believe  it  Avoiild  be  still 
more  so  during  that  year,  1804.  On  the  loAvest 
calculation,  it  AA'ouId  not  be  under  £2,400,000.  The 
Committee  were  therefore  decidedly  of  opinion 
that  the  real  balance  of  pecuniary  transactions 
Avas  greatly  in  fitvour  of  Ireland,  and  conse- 
quently, that  the  real  exchange  ought  to  be,  ami 
Avas,  under  par.  They  Avere  therefore  comjielled  to 
seek  in  other  causes  than  the  balance  of  debt,  for 
the  unfavourableexcliangetheu  subsisting  bctAA*eeii 
the  tAvo  countries,  and  Avlien  they  considered  the 
length  of  time  which  it  had  continued,  and  its 
uni>recedented  rise,  and  that  it  Avas  unfavourable 
not  to  the  debtor,  but  to  the  creditor  country,  they 
concluded  that  the  balance  of  debt  had  operated 
to  lower  an  exchange  rendered  unfaA'oui'able  to 
Ireland  by  other  causes. 

361.  Without  questiouing  the  ptflicy  of  the 
Irish  Bank  Restriction  Act,  it  A\'as  adopted  purely 
from  English  considerations.  There  was  no  iirain 
of  specie,  the  exchange  Avas  highly  favourable  to 
Ireland  ; nor  had  the  Bank  of  Ireland  any  reason 
to  dread  any  alarming  demand  upon  it,  as  the  Bank 
of  England  had.  The  restriction,  hoAA'ever,  Avas 
supposed  to  be  a necessary  consequence  of  the 
restriction  in  England.  And  to  the  consequences 
of  that  restriction,  the  committee  attributed  the 
unfaA-oiirable  state  of  the  exchange. 

362.  It  compelled  the  Bank  to  refrain  from 
sending  into  circulation  gold,  the  only  common 
medium  between  the  two  countries.  l*aper  was 
issued  to  supply  the  place  of  the  gold  so  witli- 
draAVTi,  and  at  the  same  time  the  best  and  most 
effective  check  against  the  depreciation  of  paj>er, 
namely,  couA'crtibilitv  into  gold  at  theAvill  of  the 
holder,  Avas  removed.  The  Bank,  by  being  re- 
leased from  their  engagements,  Avere  encouraged 
to  make  e.xcessive  issues,  and  the  only  criterion 
they  formerly  had,  a diminution  of  their  gold, 
Avhich  they  Avere  accustomed  to  lotjk  to  for 
judging  Avhen  their  j>aper  became  excessive,  Avas 
taken  aAcay. 

363.  The  natural  and  constant  effect  of  an 
adA'orse  exchange,  correcting  itself  by  diminish- 
ing the  issue  of  paper,  was  also  counteracted  by 
this  measure.  For  Avhen  the  exchange  Avas  so 
adverse  as  to  draAv  gold  out  of  the  country,  for 
everv  guinea  druAvn  out  of  the  bank,  an  equal 
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quantity  of  paper  must  Le  paid  in  to  buy  the 
guinea?.  Beij'ides  that  the  directors  would  be 
probably  induced  to  lessen  their  discounts,  so 
that  the  quantity  of  ]tapcr  is  reduced  in  a greater 
degree  than  tiie  gold  witlidrawn. 

364.  Such  was  the  natural  practice  of  banks 

before  the  restriction.  And  such,  as  stated  very 
clearly  by  Mr.  Colville,  was  the  practice  of  the 
Bank'^  of  Ireland  before  tlie  restriction.  If 
prudence  had  not  dictated  such  a course,  necessity 
ivould  have  compelled  a diminution  of  issues,  by 
liminishing  the  stock  of  specie,  which  could  only 
be  replaced  at  a loss,  proportionate  to  the  existing 
rise  of  exchange,  and  the  committee  declared 
*hat  in  fact  as  well  as.  in  theory^  the  result  of  such 
practice  always  and  must  bcy  the  redress  of 

*he  unfavourable  exchange. 

365.  But  the  Restriction  Act  freed  the  di- 
rectors from  that  necessity,  and  so  far  from 
contracting  their  issues  in  consequence  of  the 
unfavourable  exchange,  they  had  increased  them, 
which  the  state  of  the  exchange  M ould  have  pre- 
vented them  from  doing,  if  they  had  not  been 
relieved  of  the  obligation  to  pay  their  notes  in 
casli.  The  fact  of  the  excessive  issues  of  ]>aper  in 
1753-54,  and  the  adverse  exchange  M'hicii  ac- 
companied it,  proved  tliat  excessive  issues  of 
pai>cr  produced  a corresponding  rise  in  the  rate 
of  exchange,  and  M hen  tlie  excess  of  ]»aper  M-as 
annihilated  by  the  failure  of  the  bankers,  the 
exchange  immediately  became  favourable.  The 
reason  nas  olivious — the  nominal  rates  of  ex- 
change are  inllueiiced  by  the  medium  in  which 
the  payments  are  made,  and  the  quantity  of  that 
medium,  necessary  to  eftect  a given  ]»ayment, 
mu>t  be  increased  as  the  value  of  the  medium  di- 
minishes. This  must  equally  take  place,  whether 
the  i>aymeuts  are  made  in  a degraded  or  adulte- 
rated coin,  or  in  a depreciated  paper. 

3G6.  The  exchange  between  London  and  Hol- 
land in  1694  w as  a case  in  point.  The  currency 
of  England  M-as  then  degratled  25  per  cent.  beloAV 
its  proper  value,  and  the  exchange  M'ith  Holland 
M*as  25  per  cent,  against  England.  As  soon  as 
the  coin  Mas  reformed,  the  exchange  fell  to  par. 
If  paper,  therefore,  by  depreciation  comes  to  re- 
present a less  (piantity  of  money  than  it  professes 
to  do,  it  must  make  the  exchange  M hich  it  has 
to  pay  appear  unfavourable,  in  tlie  same  manner 
as  Coin,  M hich  contained  less  gold  than  it  ought, 
M'ould  do.  And  the  removal  of  the  degi'adatiou 
in  the  one  case,  and  of  the  depreciation  in  the 
other,  Mould  liave  the  same  effect  in  bringing  the 
exchange  to  its  true  state.  I 

367.  The  committee  thought  it  probable  that 
this  dei>reciatiou  in  Ireland  arose  almost  entirely, 
if  not  solely,  from  excessive  issues  of  ]>aper. 
They  detailed  the  extraordinary  increase  in  the 
Bank’s  issues,  and  that,  as  JMr.  Colville  admitted, 
the  rise  in  the  exchange  Mas  concomilant  Mith 
these  extended  issues.  In  ^larch,  1797,  the 
paper  of  the  Bank  M'a.s  betM'een  X600,()00  and 
.£700,000,  and  exchange  in  Dublin  M as  5J  to  6f. 
In  April,  1801,  the  paper  Mas  X2, 266,000,  and 
exchange  rose  to  11 J and  13.  In  January,  1804, 
the  paper  Mas  X2, 986, 999,  and  exchange  rose  to 
17  and  18.  Hom-  far  these  increased  issues  from 
the  Bank  of  Ireland  facilitated  an  increase  from 
private  baiiker.s  M-as  not  clearly  proved,  but  it 
certainly  did  so  to  an  immense  extent,  silver 
notes  and  1.  O.  U.’s,  especially,  M'ere  issued  with 


the  greatest  profusion.  In  1799  the  mimber  of 
bankers  issuing  notes  M'as  eleven;  in  1800,  it 
M'as  twenty -tliree;  in  1801  it  Mas  twenty-nine; 
in  1802  it  was  thirty;  and  in  1803,  forty;  the 
number  of  notes  paying  duty,  iu  the  same  periods, 


Avas,  ill — 

lid. 

3d. 

4d. 

1799  . . 

148.112  . 

. 198,:i61  . . 

KH.248 

1800  . . 

245,673  . 

. 147.211  . . 

65.201 

1801  . . 

941,894  . 

. iixuos  . . 

95,600 

1802  . . 

82:1,673  . 

. 204,940  . . 

67:594 

1803  . . 

1.110,217  . 

. 256,801  . . 

90,265 

The  notes  under  three  guineas  retpuring  a IJd. 
stamp;  those  under  £10,  a 3d.  stamp;  and  those 
under  £50,  a Ul.  stamp.  These  immense  issues, 
along  M'ith  the  profusion  of  silver  notes,  and  the 
base  and  counterfeit  coin,  kept  up  the  prices  of 
all  necessaries  and  manufactures,  drove  out  of 
circulation  M’hat  little  good  silver  had  been  iu  it ; 
and  above  all,  kept  up  a high  and  unexampled  rate 
of  exchange  against  the  kingdom,  uinvarranted 
iu  its  height  and  continuance,  by  any  other  great 
or  adequate  cause  than  that  depreciation,  M'hich 
such  extravagant  issues  had  assisted.  The  total 
number  of  houses  that  issued  tokens  and  notes, 
according  to  tlie  best  accounts  they  could  procure, 
M'as  considerably  above  200.  Mr.  Beresford,  a 
banker  in  Dublin,  estimated  that  the  country 
issues  had  increased  fourfold  since  the  restriction. 
The  committee  enumerated  some  other  causes, 
M'hich  might  help  to  increase  the  imliivourablo 
rate. 

368.  The  repeal  of  the  Resti-iction  Act,  from 
which  all  these  evils  floMcd,  M'ouid  undoubtedly 
be  the  gi*eat  and  effectual  remedy  for  the  high 
and  fluctuating  rates  of  tlie  exchange.  The  com- 
mon medium  of  payment  being  thereby  restored, 
the  rise  of  cxdiange  above  par  M'onld  be  limited 
to  the  expense  of  transporting  specie,  and  paiier 
being  convertible  into  gold,  its  depreciation 
M'ould  be  jtreveuted.  The  incoiiveuieiices,  hoM'- 
cver,  to  M’hich  the  Bank  of  Ireland  and  other 
banks  M-ould  be  exiiosed,  if  such  a measure  M'ere 
suddenly  adopted,  at  the  present  rate  of  ex- 
change, M'as  a strong  argument  against  its  being 
done  at  present.  But  there  m’jis  no  commercial 
reason  against  its  being  done,  as  the  real  ex- 
change Mas  undoubtedly  in  favour  of  Ireland. 
The  coutinuaiice  of  the  restriction  M as  no  doubt 
connected  with  political  coii.siderations,  M hich  the 
committee  could  not  imiuire  into. 

369.  Seeing,  then,  that  the  removal  of  the 
restriction  >vas  not  to  be  expected  at  that  period, 
it  only  remained  to  consider  M'hat  other  remedies 
might  be  adopted  to  cure  the  evil.  One  mIucIi 
had  been  suggested,  M'as  the  consolidation  of  the 
two  Banks  of  England  and  Ireland,  but  there  did 
not  seem  to  be  any  likelihood  of  effecting  this. 
It  had  also  been  suggested,  that  Bauk  of  Ireland 
jiaper  might  be  made  convertible  into  Bank  of 
England  paper,  either  iu  Dublin  or  Loudon,  or 
the  Bauk  might  give  bills  of  exchange  on  London 
for  them.  'I  hese  means  M'ould  certainly  have 
the  effect  of  rectifying  the  exchange.  The  Bank 
of  Ireland  objected  to  the  difficulty  and  expense 
of  establishing  a fuud  in  London  for  this  purpose. 
But  the  argument  had  no  weight,  because  the 
expense  of  tliis  M’ould  not  be  so  great  as  the 
Bank  M-as  subject  to  before  the  restriction,  in 
order  to  main  tain  the  convertibility  of  its  notes, 
aud  M'hich  llu'y  must  agaiu  incur,  wheu  the  re- 
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striction  should  be  removed.  Besides,  the  Scotch 
banks  had  done  the  very  same  thing  with  the 
most  comj)lete  success.  The  Scotch  currency 
liad  never  varied  from  par  since  tlicy  had  organ- 
ized a measure  of  this  sort,  even  during  periods 
of  great  discredit,  aud  no  restriction  had  been  im- 
jiosed  on  them,  Mhen  it  Mas  on  the  Banks  of 
England  aud  Ireland. 

370.  The  undoubted  success  of  this  measure,  in 
the  case  of  the  Scotch  Banks,  M-as  a strong  argu- 
ment that  the  Bank  of  Ireland  should  do  the 
same  thing.  And  lliere  M'as  a stronger  argument 
still  M'hy  the  Bauk  of  Ireland  should  do  it.  The 
Scotch  Banks,  of  their  om'ii  good  sense  and  pa- 
triotism, organised  this  measure,  M'ithout  a ]>re- 
cedeiit,  and  provided  a fund  at  their  om'u  expense, 
but  the  Jiank  of  Ireland  had  noM'  an  opportunity 
of  doing  it  M'ithout  any  difficulty,  risk,  or  ex- 
pense. The  sums  to  be  remitted  during  that 
year  from  England  to  Ireland  amounted  to 
£5,000,000  Irish.  This  sum,  or  a |)oition  of  it, 
might,  as  several  of  tlie  M'itiiesses  said,  be  appro- 
jiriated  for  this  purpose.  It  might  be  jiaid  into 
the  Bank  of  England  to  the  credit  of  the  Bank  of 
oflrelaiid,  aud  though  no  doubt  it  Mould  be  an 
expense  to  that  Bank,  it  Mould  furnish  a fund  to 
draM'  upon,  by  M’hich  it  could  effectually  control 
the  exchange,  and  the  evil  of  tlie  expense  M’ould 
be  temporary,  the  gwd  M'ould  be  i>ermanent  to 
the  Bank  and  the  public.  Aiul  the  Bank  having 
a monopoly  and  a charter,  M ere  bound  to  think 
of  the  i)ublic  before  their  om'ii  proprietary.  Iu 
this  case,  hoM’ever,  it  M'ould  be  found  that  the 
interests  of  the  i>ublic  and  the  Bank  M ere  the 
same,  as  the  Bank  might  make  a profit  ont  of 
their  exchange  dealings.  The  committee  sug- 
gested some  other  minor  remedies  of  the  same 
nature,  as  auxiliary  to  the  chief  one. 

371.  But  all  the  benefits  derived  from  these 
remedies  would  be  of  little  avail,  and  of  very 
short  duration,  if  they  did  not  at  tlie  same  time 
cure  the  depreciation  of  Irish  paper,  by  diminish- 
ing its  over  issue.  This  consequence  must  iieces- 
sai'ily  folloM'  from  Bank  of  Ireland  notes  being 
made  convertible  into  Bank  of  England  notes, 
almost  as  they  M'oiild  be  into  gold,  if  the  restric- 
tion M ere  to  cease.  For  if  their  fund  in  London 
Avere  too  rapidly  draMii  upon  at  any  time,  they 
must  immediately  limit  their  issues  to  lessen  the 
demand,  the  notes  Avould  become  of  equal  value 
Avith  the  English  notes,  and  therefore  Avilh 
guineas,  so  long  as  the  English  notes  Avere  at 
])ar.  They  did  in  express  terms  declare  their 
clear  opinion  that  it  was  incumbent  on  the  direc- 
tors of  the  Dank  of  Ireland,  and  their  indispen- 
sable duty,  to  limit  their  paper  at  all  times  of  an 
unfavourable  exchange,  during  the  cou^iwwance  of 
the  restriction,  exactly  on  the  same  principle  as 
they  would,  and  must  have  done,  in  case  the  re- 
striction did  not  exist ; and  that  all  the  evils  of  a 
high  audfuctuating  exchange  were  to  be  imputed 
to  theniy  if  they  failed  to  do  so.  Tlie  effect  Avhich 
making  Bank  of  England  notes  procurable  in 
Ireland  Avould  have  on  tlie  exchange,  Avas  clearly 
shcM  ii  by  the  great  fall  in  it  in  March,  April,  and 
IMay,  1797,  Avheii  Government  passed  Bank  of 
England  notes  in  Dublin.  It  acouUI  also  have 
the  beneficial  effect  of  making  the  transition  to  a 
resuiiqition  of  cash  payments  more  easy,  Avheii- 
eA'er  other  drcumstances  permitted  that  eA’ent  to 
take  place.  Nevertheless  this  reduction  in  the 
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quantity  of  paper  should  take  place  gradually 
and  cautiously. 

372.  But  'measures  sliould  also  be  taken  to  re- 
duce the  quantity  of  the  private  bankers’  aud 
othei's’  paper  in  circulation.  The  Iuavs  respecting 
the  registry  of  bankers,  and  the  full  payment  of 
stamp  duties,  Avhich  Avere  very  generally  evaded, 
should  be  strictly  euforced.  It  might  be  advis- 
able to  forbid  alfbankers,  except  the  Bank  of  Ire- 
land, to  issue  any  notes  under  teu  guineas,  and  as 
soon  as  a proper  and  sufficient  silver  currency 
could  be  procui'ed,  all  silver  notes  should  be 
suppressed. 

373.  The  committee  called  attention  to  the 
miserable  state  of  the  Irisli  small  currency,  and  to 
the  circulation  of  dollars,  stamped  to  juiss  as  to- 
kens. They  recommended  that  the  Irisli  currency 
sliould  be  equalized  AA'ith  the  English,  by  making 
tlie  Irish  shilling  12d.,  before  any  new  coinage 
Avas  struck,  aud  that  all  distinctive  marks  IjetAveen 
the  English  and  Irish  copper  coinage  should  be 
abolished,  and  that  the  English  copper  coinage 
should  be  as  cuiTcnt  in  Ireland  as  the  silver  and 
gold  coinage. 

374.  This  admirable  report  is  the  first  parlia- 
mentary investigation  into  the  theory  of  a jmper 
currency,  and  is  remarkable  as  the  first  authorita- 
tive declai'atioii  that  it  ought  to  be  governed  by 
the  foreign  exchanges.  In  this  it  fully  adopted 
the  trutlis  demonstrated  by  Mr.  Boyd,  Lord  King, 
and  Mr.  Parnell,  and  is  in  entire  accordance  Avitli 
the  more  celebrated  Bullion  Report  of  1810.  It, 
however,  did  not  discuss  the  ucav  theory  i»ro- 
pounded,  that  the  pajier  currency  should  be  regu- 
lated by  the  mercantile  bills  offered  for  discount. 
This  the  bullion  committee  did,  and  entirely  con- 
demned it, — (Bi  Liaox  Refout).  No  oncAvhohas 
paid  any  attention  to  the  principles  of  the  subject, 
and  carefully  considered  the  facts  produced  before 
the  committee,  can  fail  to  acquiesce  in  their  judg- 
ment ; and  there  is  one  remarkable  circumstance, 
Avliicii  Ave  must  note,  as  it  occurred  agaiu  before 
the  bullion  committee,  that  not  one  of  the  profes- 
sional M'itnesscs,  *.  e.,  the  directors  of  the  Bank  of 
Ireland,  or  the  private  bankers  examined,  had 
attained  tlie  smallest  glimi>se  of  the  principles 
Avhicli  gOA'crned  their  oavii  business,  and  by  Avhich 
they  should  have  directed  their  jxilicy.  Its  true 
]triuciples  aa'Ci'c  clearly  seen  and  announced,  solely 
by  the  extra-professional  Avitnesses,  and  laid  (Ioavu 
by  the  statesmen  M ho  formed  the  committee. 

375.  The  presentation  of  this  roiiort  does  not 
seem  to  have  excited  anv  discussion  iu  the  House 
till  many  years  afterAvards ; but  it  seems  to  have 
jiroduced  a temporary  effect  on  the  policy  of  the 
bank,  for  in  May,  June,  and  July,  1804,  tlie  direc- 
tors reduced  their  issue  by  half  a million,  and  the 
exchange  fell.  They  increased  them  agaiu  in 
August,  aud  the  cxcliauge  rose.  In  November, 
1804,  a large  loan  for  Ireland  Avas  negotiated 
in  England.  This  Avas  dt.»ne  by  sendiug  over 
£200,000  of  Bank  of  England  post  bills  to  Dublin, 
aud  selling  them  there ; they  AA'ere  first  advertised 
at  Hi,  but  only  £170,000  were  subscribed.  They 
Avere  then  reduced  to  10,  but  that  did  not  increase 
the  bidders.  They  Avere  then  obliged  to  sell  them 
at  par,  8^,  in  order  to  procure  the  sums  necessary 
for  the  public  service.  These  caused  the  exchange 
to  fluctuate  betAveen  par  and  lOor  11.  TheC'liau- 
cellor  of  the  Excherpier  (Addington)  said  that  it 
M as  a perversion  of  terms  to  infer  that  tlie  depre- 
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'iation  of  paper  had  any  real  effect  on  the  ex- 
change. He  allowed  that  the  excessive  issue  of 
paper  produced  a depreciation.  The  fact  was 
that  ill  each  counti-y  there  was  a different  circu- 
lating medium,  and  the  dej>reciation  of  either  could 
only  have  a nominal  effect  on  the  course  of  ex- 
change. Mr.  Fox  was  glad  to  hear  that  the  Chan- 
cellor of  the  Exchef|uer  allowed  that  an  excessive 
issue  cau.^ed  a depreciation,  ami  that  the  House 
leas  7iever  a^rain  to  hear  the  fantastical  opinion  that 
paper  was  not  depreciated^  hut  the  value  of  gold 
raised,  as  well  as  that  these  evils  }»roceeded  ex- 
clusively from  the  restriction  on  the  bank.  ]\lr. 
Fox’s  exultation  was  premature.  Had  he  but 
lived  six  years  longer,  he  would  have  found  tlmt 
this  fantastical  opinion  not  only  reappeared,  but 
was  maintained  with  gi-eater  stubbornness  and  per- 
tinacity than  ever,  and  t liat  too  l>y  some  of  the  very 
statesmen  who  framed  the  Irish"  report.  In  1805 
the  small  notes  under  £1  were  abolished,  in  ac- 
cordance with  the  recommendation  of  the  com- 
mittee. In  1808,  by  the  Act,  Statute  1808,  c.  103, 
the  capital  of  the  bank  was  raised  from  £1,500,000 
to  £:2,000,000.  Ill  1809,  ]\Ir.  Farnell  brought  a 
motion  forward  in  the  lIou.<e  of  Common.s  to  assi- 
milate the  ciirrency  of  Ireland  to  that  of  England, 
in  accordance  with  the  recommendation  of  the 
committee,  but  it  was  negatived  without  a divi- 
sion. The  exchange  at  that  time  was  actually  in 
favor  of  Dublin,  as  the  Eank  of  England  was  now 
-titering  on  that  wild  career  of  excessive  issues, 
which  produced  the  derangement  of  the  English 
exchanges,  which  gave  rise  to  the  bullion  report 
During  the  year  1804,  the  exchange  at  Dublin  on 
London  gradually  diminished  from  17,  at  whicli  it 
wa.s  in  March,  to  1 U at  the  end  the  year,  at 
which  it  continued  with  no  remarkable  fluctuation 
for  about  two  years.  At  the  beginning  of  1808  it 
4ood  about  91,  and  tlien  gradually  rose  in  1809, 
■he  Dank  of  England  then  extending  her  issues, 
ind  in  1810,  at  the  time  of  the  bullion  report,  it 
dood  at  81,  the  Hank  of  England  note  itself  being 
lepreciated  about  15  per  cent,  at  that  time.  Mr. 
Joningham,  a London  merchant,  who  was  ex- 
imiiied  before  the  committee  of  1804,  ami  who 
vas  of  opinion  at  that  time  tliat  the  Irish  paper 
urrency  was  depreciated,  wlien  examined  before 
he  bullion  committee  in  1810,  said  that  the  Irish 
urrency  liad  not  altered  its  value,  compared  to 
he  currency  of  continental  countries,  since  1804. 
n 1812,  L(ird  Stanhope’s  Act,  declaring  it  a mis- 
lemeanour  to  make  a difference  in  payments  be- 
ween  guineas  and  bank  notes,  was  extended  to 
relaiul,  in  respect  to  the  Dank  of  Ireland  notes. 

376.  The  Act  made  in  the  Irish  rarliameut  in 
797,  for  conflrming  and  continning  the  order  in 
ouncil  for  restraining  cash  payments,  was  coii- 
inned  by  the  Act,  .Statute  1802,  c.  45 ; it  was  fur- 
her  continued  by  the  Act,  Statute  1803,  c.  44- 
urther  continued  by  the  Acts,  Statutes  1804,  c.  21  • 
814,  c.  130;  1815,  c.  41  ; 1816,  C.  48;  and  iHlH, 

■ . 60.  These  enacted  that  the  restrictions  on  the 
lank  of  Ireland  should  continue  for  three  months 
tter  the  liank  ot  Englanil  had  resumed  casJi  pay- 

: lent.s.  I5y  the  Act,  Statute  181 9,  c.  24,  the  liank 

' f Ireland  was  forbidden  to  cash  anv  notes  in 

; erms  ot  the  notices  which  it  had  given  of  resum- 

■ ‘g  paj-meiits  pa?d  passu  Avith  the  Dank  of  Eiif^- 

Imd.  And  by  the  same  Statute,  c.  99,  it  Avas 

uiacted  that  betAveen  tlie  5th  April  and  the  1st 

j o\ ember,  1820,  the  bank  should  be  obliged,  on  | 


any  one  presenting  notes  to  an  amount  not  less 
than  of  the  value  of  60  oz.  of  gold,  calculated  at 
the  value  of  £4  Is.  per  ounce  liritish,  to  pay  the 
same  in  standard  gold.  Between  the  1 st  November, 

1820,  and  the  1st  June,  1821,  the  same  amount  of 
notes  wa.s  to  be  paid  on  demand  hi  gold,  at 
£3  19s.  6d.  per  ounce;  andbetAveen  the  1st  June, 

1821,  urd  the  1st  June,  1823,  the  rate  Avas  to  be  at 
£3  17s.  lOid.  per  ounce.  During  the  flrst  men- 
tioned period,  it  might  make  payments  at  any  rate 
betAveen  £4  Is.  and  £C  19s.  6d. ; during  the  se- 
cond, at  any  rate  betAvecii  £3  19s.  6d.  and 
£3  17  lO^d.,  upon  giving  three  days’  notice  in  the 
Dublin  Gazette ; and  after  they  had  once  loAvered 
them,  they  Avc-re  not  to  raise  them  again.  These 
amounts  could  only  be  demanded  in  ingots,  or 
bars  of  60  ounces  each.  After  the  1st  Juue,  1822, 
the  bank  might  resume  payments  in  coin. 

377.  In  ls21,  by  the  Act,  Statute  1821,  c.  27, 
the  Bank  Avas  alloA\ed  to  resume  payments  in 
cash  on  the  1st  of  June  of  that  year,  if  they  chose. 
\o  Iverson  Avho  was  offered  payment  in  coin  could 
demand  ingots.  But  those  aaIio  Avere  not  oflered 
ingots,  might  demand  coin. 

378.  In  1818  and  1819,  A\iiich  we  Iiavc  already 
shcAvn,  was  a period  of  monetary  derangement  in 
England;  there  Avas  a general  coiiAnlsion  in  Ire- 
land, especially  in  the  South.  Nearly  eAa*ry 
banker  in  the  three  southern  provinces  failed. 
It  was  then  ai  last  determined  to  break  uj)  the 
monopoly  of  tlie  Bank  of  Ireland,  to  a certain  ex- 
tent, to  encourage  the  formation  of  banks  more  on 
the  Scotch  plan  of  having  a very  large  number 
of  partners.  By  the  Act,  Statute  1821,  c.  72,  tlie 
Bank  of  Ireland  was  authorised  to  adt'ance  to 
GoAernment  the  sum  of  £500,000  Irish  currency, 
at  4 jtcr  cent.,  for  17  years,  to  be  repaid  on  the 
1st  January,  1838.  The  Bank  was  alloAved  to 
increase  its'cajiital  from  £2,500,000  Irish,  at  Avhich 
it  then  stood,  to  £3,000,000  Irish.  The  notes  of  the 
Bank  of  Ireland  A\ere  also  ordered  to  be  rcceiAed 
in  payment  of  all  sums  to  the  public  revenue.  It 
was  also  enacted  that  any  partnership  in  Ireland, 
exceeding  six  persons,  and  having  their  houses 
of  business  at  any  pIac<;,iiot  less  than  tifty  Irish 
miles  from  London,  might  borroAv,  OAve,  or  take 
up  an\'  sum  or  sums  of  money  on  their  bills, 
or  notes,  payable  on  demand,  and  make,  and 
issue  such  notes,  at  any  place  more  than  tifty 
miles  from  Dublin,  Every  member  of  such  a 
l»artiiers]iip  sliould  be  liable  to  the  full  extent  of 
his  means  for  tlie  payment  of  these  notes.  But 
such  ]airtnership  were  not  to  have  any  other 
privilege,  or  poAver  conferred  upon  them,  until 
the  1st  of  January,  1838,  nor  until  the  rejiayment 
to  the  Bank  of  Ireland  of  all  sums  due  to  it  by 
the  goA  criiment.  As  tifty  Irish  miles  Avere  equal 
to  sixty-live  J iiglish  ones,  this  Act  contiued  the 
monopoly  of  the  Bank  to  that  limit. 

379.  Tile  very  narrow  opening  Avhich  was 
effected  in  the  monopoly  of  the  Bank  of  Ireland, 
by  the  Act  just  mentioned,  produced  no  good. 
All  sorts  of  doubts  and  legal  objections  Avere 
taken  to  it,  and  it  Avas  even  maintained,  and  suc- 
cessfully too,  that  CAcry  partner  in  an  Irish  joint 
stuck  bank  must  be  resident  in  Ireland,  This  of 
course  jirecluded  any  such  plan  as  Having  a head 
otiice  in  London  Avith  branches  in  the  provinces 
of  Ireland.  Tims  all  English  capital  Avas  at  once 
excluded  from  banking  in  Ireland.  By  the  Act, 
statute  1824,  ( . 73,  further  facilities  A\-ere  gh*en, 
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some  institutions  Avere  commenced,  but  the  Act 
being  iusuflicieut  for  its  purpose,  it  Avas  repealed 
by  the  Act,  Statute  1825,  c.  42,  Avhich  Avas  the 
model,  upon  which  the  Joint  Stock  Banking  Act 
Avas  framed  in  the  follOAving  year.  By  this  Act — 

I.  Any  persons  exceeding  six  in  number,  and 

not  having  anv  house  of  business  Avithin  titty 
(Irish,  i.e.  sixty-five  English)  miles  from  Dublin 
may  borroAv,  OAve,  or  take  up  any  sum,  or  sums  ' 
of  money,  on  their  bills,  or  notes,  at  any  place  , 
in  Ireland,  beyond  the  prescribed  limit,  each  | 
member  being  fully  responsible  for  the  pa}uiieut  i 
of  all  such  bills  and  notes.  i 

II.  No  such  partnership  could  by  themseh'cs, 
or  tlieir  agents,  pay,  issue,  or  re-issne,  Avithiii  the 
same  limits  any  of  the  company’s  bills,  or  notes 
])ayable  on  demand,  or  any  bank  post  bill,  or 
dniAV  upon  any  agent,  within  that  limit,  any  Bill 
(»f  Exchange  payable  on  demand,  or  for  less  than 
£50.  Nor  Avere  they  to  issue  any  such  Bills  in 
England,  or  Dublin,  or  Avithin  fifty  miles  of  it, 
payable  on  demand,  or  at  any  less  time  than  six 
months 

III.  Any  person  residing  in  Great  Britain,  or 
Ireland,  might  subscribe  to  such  a partnership. 

IV.  Every  such  banking  ]>artnership  Avas  to 
deliver  ami  register  at  the  Stamp  otficc  in  Dublin, 
an  account  of  the  names  of  its  partners,  and  of 
two  of  them  resident  in  Ireland,  avIio  Avere  called 
the  j)ublic  officers  of  the  company,  in  Avhose 
name  they  might  sue  and  be  sued;  and  a variety 
of  other  jiarticulars. 

A number  of  enactments  Avero  also  made  for 
the  ])uri»ose  of  facilitating  legal  ]H'Oceediiigs  by 
and  against  such  partnerships.  By  chap.  98  of 
the  same  Statute,  the  Bank  of  Ireland  Avas  for- 
bidden to  circulate  any  more  of  tlie  tokens,  A\'hich 
it  had  issued  in  1804,  to  supply  a better  cuiTency 
than  Avas  then  in  existence.  These  token  Averc 
not  to  be  current  after  the  5th  Januaiw,  1826; 
and  £500,000  Avas  voted  out  of  the  consolidated 
fund,  to  AvithdraAv  them  from  circulation. 

3a0.  A very  important  Act  Ava.s  also  passed  in 
the  same  year;  for,  by  chapter  79,  ]>rovision  Avas 
made  to  cany  out  the  recommendation  of  the 
committee  of  1804,  tliat  tlie  currencies  of  Great 
Britain  and  Ireland  should  be  assimilated.  The 
Act  Avas  to  commence  on  the  5th  January,  1826, 
and  after  that  date  tiie  currency  of  (ireat  Britain 
was  to  be  the  currency  of  the  United  Ivingulom, 
and  all  contracts  of  every  sort  and  description 
Averc  to  be  made  in  that  currency  alone.  All 
Irish  contracts,  and  obligations  in  Irish  currency, 
made  before  the  coinmeiicemeiit  of  the  Act,  Avere 
to  be  carried  into  effect,  and  satislieil  by  British 
currency,  of  the  amount  of  12-13ths  according  to 
Irish  currency.  Brovisiou  Avas  made  for  cases  in 
Avhicli  any  amount  of  currency  in  one  came  to  a 
fractionai  i>art  of  a penny,  or  a shilling,  in  the 
other.  On  a given  day,  to  be  determined  by  pro- 
clamation, the  Irish  c(t]tper  coinage  Avas  to  be 
called  in,  and  the  British  coiiper  coinage  substi- 
tuted. All  notes  of  bankers  were  in  future  to  be 
in  British  currency. 

381.  The  first  l)ank  Avhich  Avas  formed  under 
the  new  Iuav,  Avas  the  Provincial  Bank  of  Ireland. 
'I'his  Avas  begun  at  the  end  of  1824,  and  opened 
its  first  branch  at  Cork  in  September,  1825.  A 
Considerable  amount  of  jealousy  Ava.s  displayed 
toAvards  it  by  the  Bank  of  Ireland.  The  Provin- 
cial made  its  notes  payable  at  its  Dublin  agents, 


and  the  Bank  of  Ireland  brought  an  action  against 
them  for  an  infringement  of  their  charter,  in 
1828,  Avhich  was  decided  in  their  favor.  The 
Provincial  Bank  presented  a £100  note  of  the 
Bank  of  Ireland,  at  one  of  its  branches,  and  de- 
manded gold  for  it,  the  agent  declined  to  pay  it  as 
he  had  no  orders  to  do  so.  Upon  this  the  Provin- 
cial Bank  protested  the  note  for  non-payment, 
but  it  AA'as  held  that  the  Bank  of  Ireland  Ava.s  nut 
bound  to  pav  its  notes  in  gold,  except  in  Dublin. 
By  the  Act, ‘Statute  1828,  c.  81,  all  banks  must 
pay  their  notes  at  the  place  of  issue. 

382.  By  the  Act,  Statute  1824,  c.  159  (local 
and  personal),  a company  Avas  established  called 
the  Hibernian  Joint  Stock  Company,  or  the  Hi- 
bernian Bank,  for  the  purpose  of  purchasing  and 
selling  annuities,  and  all  public  and  other  securi- 
ties, real  and  personal,  in  Ireland,  and  Pd  advance 
money,  and  make  loans,  on  real  and  personal 
security,  at  legal  interest,  and  on  the  security  of 
merchaudize,  and  manufactured  goods,  and  it 
might  sue  and  be  sued  in  the  name  of  the  gover- 
nor, or  secretary  for  the  time  being.  This  bank, 
something  of  tlie  nature  of  the  Million  Bank,  is 
established  in  Dublin ; it  dues  not  issue  notes,  but 
has  acted  as  agent  to  some  of  the  connlry  banks. 

383.  The  strong  piditical  feeling,  Avhich  has 
done  so  much  to  retard  the  advaucemeiit  of  Ire- 
land, vented  itself  repeatedly  in  runs  upon  the 
banks,  especially  on  the  Provincial.  These  took 
place  ill  1828,  tAvice  in  1830,  1831,  1833,  1836, 
1856,  and  1857.  The  Avay  in  Avhich  this  bank,  as 
Avell  as  the  other  establishments  in  Ireland  have 
Avithstood  these,  proves  their  solidity,  and  good 
management,  and  is  a striking  contrast  to  the 
Avretched  system  that  prevailed  before  their  insti- 
tution. There  have  undoubtedly  been  some  fai- 
lures, as,  for  instance,  the  Agricultural  and  Com- 
mercial Bank,  Avhich  Avas  one  of  the  largest  in 
Ireland,  stopped  in  1836,  after  having  been  in 
oiieration  little  more  than  tAvo  years,  and  was 
dissolved  a feAv  years  afterAvards.  Bui  there  can 
be  little  doubt  that  a solid  banking  system  has 
been  at  length  founded  in  that  country,  and  that 
it  Avill  ill  due  time  bear  its  usual  fruits  in  the 
civilization  and  iuiprovemeiit  of  the  country. 

384.  Simultaneously  Avith  his  Act  to  regulate 
the  issue  of  Bank  Notes  in  Scotland,  Sir  Robert 
Peel  pa.^sed  an  Act  for  a similar  purpose  regard- 
ing Ireland.  The  chief  jirovksioiis  of  this  Act, 
Statute  1845,  c.  37,  are  as  tollOAvs . — 

I.  From  and  after  the  6th  day  of  December, 
1845,  the  clauses  iu  the  Bank  of  Irelaud  Act, 
prohibiting  banking  partnerships  from  being 
formed  Avith  more  than  six  i»artners,  Avere  re- 
pealed. And  on  and  after  tliat  day  banking  paH- 
nersliips  may  be  founded  of  any  number  of  ]»cr- 
sons,  and  carry  on  business  iu  Dublin,  and  Avithiu 
fifty  miles  of  it,  as  freely  a.s  they  may  beyond  that 
limit,  ])rovided  all  the  members  arc  liable  for  all 
the  debts  of  the  partnerships. 

II.  The  capital  of  the  Bank  of  Ireland  lent  to 
Government,  amounting  to  £2,637,769  4s.  8d., 
Avas  made  chargeable  on  the  consolidated  fund  of 
the  United  Kingdom,  subject  to  rcdemiition.  And 
an  aimuitv  of  £92,076  l8s.  5d.  should  be  paid  to 
the  Bank, ‘being  interest  at  3J  ]»er  cent. 

HI.  The  Bank  Avas  to  manage  the  public  debt 
of  Ireland,  and  pay  all  the  dividends,  &c.,  with- 
out any  remuneration. 

IV.  The  corporation  may  be  dissolved  at  any 
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time  upon  twelve  months’ notice  to  be  given  after 
tlie  1st  January*  1855. 

V.  The  clause  in  the  Statute  1759  (the 
Bankers*  Act),  prohibiting  public  officers  from 
being  partners  in  banks,  was  rei>ealed. 

VI.  Bank  of  England  notes  might  circulate  in 
Ireland,  b*it  were  not  to  be  legal  tender  there. 

yjf.  All  bankers,  claiming  to  issue  notes,  were 
to  give  notice,  within  a month  after  the  passing 
of  the  Act,  to  the  Commissioners  of  Stamps  and 
Taxes  in  London,  who  were  to  ascertain  the 
average  amount  of  notes  which  the  banker  had  in 
circulation  during  the  year  preceding  the  1st 
May,  1845,  and  it  should  be  lawful  for  the 
banker  to  issue  from  the  6th  of  December,  1845, 
such  average  of  notes,  together  with  ncttes  to  the 
amount  of  gold  and  silver  coin  lield  by  him. 
And  after  the  6th  of  December,  1845,  no  person 
was  to  commence  issuing  notes. 

VIII.  If  any  banks  bad  become  united  during 
the  year  mentioned,  the  commissioners  might 
ascertain  the  average  issued  by  each  banker,  and 
the  united  bank  might  issue  au  amount  equal  to 
the  average  of  each  separate  one. 

IX.  If  two  or  more  banks  unite  after  the 
passing  of  the  Act,  the  united  bank  may  issue  to 
the  amount  of  the  scjiarate  banks,  together  with 
the  moutiily  average  of  the  gold  and  silver  coin 
held  by  them. 

X.  Banks,  which  possessed  the  privilege  of 
issuing  notes,  might  contract  with  the  Bank  of 
Ireland  to  issue  its  paper  instead  of  their  own, 
but  after  they  had  once  discontinued  their  privi- 
lege of  issue,  they  were  not  to  resume  it. 

XI.  After  the  6th  December,  1845,  no  banker 
was  to  have  in  circulation,  upon  an  average 
]>eriod  of  four  weeks,  a greater  amount  of  notes 
than  liis  authorised  issue,  together  with  the 
average  amount  of  gold  and  silver  coin  held  by 
him  during  the  same  four  weeks. 

XII.  All  bank  notes  after  tlie  6th  December, 
1845,  were  to  be  for  a certain  number  of  pounds 
sterling,  without  any  fractional  i)arts  of  a pound, 
with  a penalty  of  <£20  for  every  breach. 

XIII.  All  bankers  issuing  notes  after  the  6th 
December,  1845,  were  to  transmit  weekly  ac- 
counts to  the  Commissioners  of  f5tamps  and  Taxes, 
shewing  the  number  of  notes  they  had  in  circula- 
tion the  i>receding  Saturday  at  the  close  of  busi- 
ness, distinguishing  the  notes  of  £5  and  upwards, 
and  those  below  £5,  ami  also  a daily  account  of 
the  gold  and  silver  coin  held  by  them,  at  each  of 
the  places  of  issue  in  Ireland,  and  all  other  cal- 
culations, necessary  to  verify  the  amount  of  his 
circulation  during  each  period  of  four  weeks. 

XIV.  Tlie  amount  of  silver  coin,  ujK>n  Avhich 
notes  might  be  issued,  was  not  to  exceed  one- 
fourth  part  of  the  gold.  And  if  any  banker 
issued  iu  excessofhis  authorised  issue,  he  was  to 
forfeit  the  excess. 

XV.  After  the  1st  of  January,  1846,  no  notes, 
bills,  drafts,  or  undertakings  in  writing,  were  to 
be  made,  issued,  or  negotiated  in  Ireland,  for  any 
less  sum  tliuu  twenty  shillings,  under  a penalty 
of  not  less  than  £5,  or  more  than  £20,  for  each 
otfeiice. 

XVI.  All  promissory  notes,  bills,  drafts,  or 
undertakings  in  writing,  being  negotiable  or 
transferable,  for  the  jmyment  of  20s.,  or  any  sum 
above  that  and  under  £5,  or  any  similar  instru- 
ment, upon  w hich  a similar  sum  remains  undis-  j 


charged,  and  which  should  be  issued  in  Ireland 
after  the  1st  January,  1846,  shall  specify  the 
names  and  places  of  abode  of  the  persons  respec- 
tively, to  whom,  or  to  whose  order  the  same 
shall  be  ptiyable,  and  shall  bear  date  before,  or 
at  the  time  of  drawing,  or  issuing  thereof,  and 
not  any  day  after  it,  and  shall  be  made  jwiyable 
within  the  space  of  twenty-one  days,  next  after 
the  date  thereof,  and  shall  not  be  transferable  or 
negotiable  ai'ter  that  date.  Every  indorsement 
upon  it  shall  be  made  before  that  date,  and  must 
bear  date  at,  or  not  before,  the  making  of  it ; and 
must  state  the  name  and  abode  of  the  person,  to 
wiiom,  or  to  whose  order  the  money  contained  iu 
such  instrument  is  to  be  paid.  All  signatures  and 
indorsements  must  be  attested  by  one  witness  at 
least.  Forms  of  such  instruments  are  given. 
And  all  instruments  drawn  and  issued  contrary 
to  this  clause  were  to  be  absolutely  void. 

XVII.  Ij*  anybody  politic, or  corporate, or  any 
person,  after  the  1st  of  January,  1846,  should 
make,  sign,  issue,  or  re-issue,  in  Ireland,  any 
promissory  note,  payable  on  demand  to  the 
bearer  tliereof,  for  any  sum  of  money  less  than 
£5,  except  ttie  bankers  authorized  to  do  so,  such 
person,  or  body,  should  forfeit  tbe  sum  of  £20  for 
each  note  so  mad^  signed,  issued,  or  re-issued. 

XVIII.  A similar  penalty  on  any  body  politic, 
or  corporate,  or  person,  who  should,  after  the 
passing  of  the  Act,  publish,  utter,  or  negotiate  in 
Ireland,  any  promissory  or  other  note,  (not  being 
the  bank  note  of  a banker  authorized  to  i.ssue 
such  notes),  or  any  bill,  draft,  or  undertaking  iu 
writing,  negiitiable  or  transferable,  for  the  pay- 
ment of  20s.,  or  less  than  £5,  or  on  wdiich  a 
similar  sum  remained  undischarged. 

XIX.  Provided  that  nothing  should  extend  to 
prevent  any  person  drawing  a cheque  on  his 
banker  for  such  a sum. 

XX.  After  this  Act,  all  companies  of  bankers 
in  Dublin,  ami  within  fifty  miles  of  it,  shall  have 
the  same  pciwers  and  privileges  of  suing  and 
being  sued,  and  otlier  legal  privileges,  as  were 
enjoyed  by  the  companies  established  beyond  that 

I limit. 

i 385.  Since  the  passing  of  this  Act,  no  events 
of  a remarkable  character  have  occurred,  except 
the  failure  of  the  Tipperary  Bank  in  1856,  which 
caused  a severe  run  on  the  other  banks  iu  the 
rural  districts  of  the  South  of  Ireland,  but  it  was 
well  met  by  them,  and  no  other  disaster  occurred. 
In  1857,  the  panic  caused  by  the  failure  of  the 
W estern  Bank  of  Scotlaud,  and  two  very  large 
English  banks,  caused  a general  run  ui>oirall  the 
Irish  banks,  more  or  less.  The  Bank  of  Ireland 
advanced  £250,000  to  the  other  banks,  but  that 
w as  not  suffit  lent,  and  they  were  obliged  to  send 
over  £1,200,000  from  England,  but  uo  failure 
took  place.  At  the  present  time,  there  are  five 
joint  stock  b:mks  in  Ireland,  besides  the  Bank  of 
Ireland,  whh  h issue  notes,  and  two  which  do 
nut. 

So7fte  con^/tleratio7is  on  the  ftco  grand  staple 
commodities  o f England^  and  on  certain  establish^ 
ments^  wherein  the  public  good  is  very  much  con- 
cerned. Humbly  presented  to  the  Parliament. 
By  Sir  Balthazar  Gerbier.  Knight.  London. 
165L 

This  is  the  earliest  tract  we  have  been  able  to 
discover,  recommending  the  establishment  of 
bank  in  England.  (Gekbii;h.) 
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Seasonable  observations ; humbly  offered  to  Ihs 
Highness  the  Lord  Protector.  By  Samuel  Lambe, 
of  London,  merchant.  1658. 

This  tract,  except  tlie  one  quoted  above,  is 
tlie  earliest  we  have  been  able  to  discover,  which 
advocates  the  establishment  of  banks  in  England. 
It  sets  forth  the  great  advantages  which  the 
Dutch  derived  from  their  banks,  in  respect  of 
tiieir  stock,  which  was  increased  by  banks.  The  i 
benefits  attributed  by  the  author  to  the  banks  in 
Holland  wxre : — “ 1.  They  have  raised  themselves 
from  poor,  distressed,  to  high  and  mighty  states. 
2.  They  have  increased  the  general  stock  of  their 
country  so  much,  that  they  can,  when  they  please, 
ingross  the  particular  commodity  of  one  country, 
and  sell  it  again  at  their  own  ]>rice,  in  the  same,  or 
another,  that  wants  it.  3.  They  maintained  wars 
many  years  w ith  the  King  of  Spain,  and  hired 
foreign  soldiers  to  save  their  own  people  in  that 
war  and  received  in  ready  money  (with  w*hich  they 
paid  their  armies),  the  proceeds  of  their  utensils 
of  w ar,  and  other  commodities  they  sold  to  their 
euemies,  which  they  bought  with  imaginary 
7iwney  in  Banks,  and  so  furnished  the  Spaniard 
with  those  things  he  wanted,  for  their  owm  profit, 
which  otherwise  they  knew  another  nation  would 
else  have  done.  4.  They  have  increased  their 
trade,  and  thereby  groAvn  so  rich  and  strong  in 
sliippiiig  and  mariners,  that  they  have  forced  the 
King  of  Spain  to  a peace  with  them.  5.  To 
make  their  own  terms  witli  the  King  of  Denmark. 
6.  To  hold  the  King  of  France  to  such  conditions 
as  have  not  always  ]>Ieased  him.  7.  To  make 
wnT  with  the  English  at  sea,  to  whom  they  there 
always  yielded,  and  acknowledged  obedience  and 
submission.  8.  To  rule  over  many  petty  kings 
ami  principalities  iu  the  East  Indies,  and  other 
places,  where  they  have  pow'er  to  overcome  them, 
lly  the  help  of  banks  they  so  much  augment 
their  stocks,  that  they  set  out  so  many  hundred 
of  busses,  and  other  fishing  boats,  yearly,  to  catch 
herring  and  codfish  in  our  seas,  with  which  they 
serve  all  Christendom,  to  their  incredible  gains, 
and  formerly  our  own  nation,  to  our  gi*cat  loss, 
decay  of  our  fishery.”  He  then  sets  forth,  with 
great  minuteness,  the  advantages  which  the 
English  would  derive  from  them. 

He  then  explains  the  nature  and  constitution 
of  a bank,  and  it  well  deserves  the  reader's  atten- 
tion, because  it  exactly  coincides  with  what  w^e 
have  shewn  to  be  the  meaning  and  function  of  a 
“ bank,*’  ill  tiie  preceding  sections.  Lambe  says, 
“A  bank  is  a certain  number  of  sufficient  men  of 
estates  and  credit  joined  together  in  Joint  Stock, 
being  as  it  were,  the  general  caslikeepers  or  trea- 
surers, of  that  place  where  they  are  settled;  let- 
ting out  IMAGINARY  MONEY  ut  iutcrcst  at  £2J  or 
£3  per  cent,  to  tradesmen,  or  others,  that  agree 
with  them  for  the  same,  and  making  payment 
thereof  by  assignation,  and  passing  each  man’s 
account  from  one  to  another,  with  much  facility 
and  case,  and  saving  much  trouble  iu  receiving 
and  paying  money.”  Appended  to  this  tract, 
Lambe  added  proposals  for  establishing  a bank  at 
London,  lie  says,  “ Most  men  will  desire  to  have 
money  there,  that  they  may  have  credit  in  bank.,  two 
or  three  tnnes  the  value  thereof.,  for  he  will  not  see 
to  be  of  any  estate  or  w'orlh,  that  hath  not  some 
money  in  bank,  to  procure  credit  there  without 
trouble  against  he  have  occasion  for  it.”  And 
among  other  functions  this  bank  was  to  perform 


W'as,  “ That  they  let  out  imaginary  money  or 
credit  upon  ticket  at  £2J  and  £3  per  cent,  at  the 
most.” 

This  tract  is  extremely  important,  because  the 
writer,  who  was  a merchant,  thoroughly  under- 
stood that  banks  increase  capital,  and  he  saw 
too,  exactly  what  we  have  shewn  to  be  the  case  in 
the  preceding  section,  that  banking  comists  in  the 
creation  of  credit— (juite  contrary  to  the  great 
misconception  of  its  nature  and  effects,  which  is 
universally  prevalent  at  the  present  day. 

The  Tradesmarfs  Jewel,  or  a safe,  easy,  speedy, 
and  ffectual  means  for  the  incredible  advance- 
ment of  trade,  and  multiplication  of  inches,  ^c.,  by 
making  bills  become  current  instead  of  money. 
By  W.  I'otter.  London,  1659. 

An  expedient  for  taking  away  all  impositions, 
and  for  raising  a revenue  without  taxes,  by 
creating  Banks  for  the  Encouragement  of  Trade. 
By  Francis  Cradocke.  London,  1660. 

Case  of  the  Bankers  and  their  Creditors,  Stated 
and  Examined.  Loudon,  1674. 

The  Mystery  of  the  Neio  Fashioned  Gold- 
smiths, or  Bankers'  Discovered.  London,  1676. 

This  short  tract  is  the  source  from  which  most 
of  the  details  of  the  rise  of  banking  are  taken. 

Proposals  to  the  King  and  Parliament;  or,  a 
Large  Model  of  a Bank,  S<c,  By  M.  Lewis,  U.U. 
London,  1678. 

Corporation  Credit ; ar,  a Bank  of  Credit  made 
current  by  common  consent  in  London,  more 
useftd  and  safe  than  money.  London,  1682. 

England's  Interest ; or,  the  Great  Benefit  to 
Trade,  by  Banks,  or  Offices  of  Credit  in  London, 
^c.,  1682. 

An  Account  of  the  Constitution  and  Security  of 
the  General  Bank  of  Credit.  London,  1683. 

Several  Objections  sometimes  made  against  the 
Office  of  Credit  fully  answered.  London,  1683. 

A Brief  Account  of  the  Intended  Bank  of 
England.  London,  1694. 

This  pamphlet  is  said  to  be  by  Mr.  Michael 
Godfrey,  the  first  Deputy  Governor  of  the  Bank. 

Some  Useful  Reflections  upon  a Pamphlet 
called  a Brief  Account  of  the  Intended  Bank  of 
England,  whereunto  is  annexed  a Short  Descrip- 
I fion  of  Doctor  Chamberlain's  Bank.  London, 

I 1694. 

Observations  upon  the  Constitution  of  f/w 
Company  of  the  Bank  of  England ; with  a Nar- 
rative of  their  Late  Proceedings.  I.A>ndon,  1694. 

Some  Observations  upon  the  Bank  of  England^ 
London,  1695. 

I This  gives  an  acccouut  of  several  existing 
banks  at  that  period. 

A Proposal  for  a National  Bank,  consisting  of 
Land,  or  any  other  valuable  securities  or  deposi- 
tums,  with  a Grand  Cash  for  Returns  of  Money. 
By  Robert  Murray.  Loudon,  1695. 

Some  Account  of  the  Transactions  of  Mr. 
William  Paterson,  in  Rdation  to  the  Bank  of 
England.  By  J.  S.  Ltmdon,  3rd  July,  1695. 

This  tract  gives  an  account  of  Faterson’s 
efforts  to  found  a national  bank,  and  also  of  the 
cause  of  his  quarrel  w ith  the  directors  of  the 
Bank  of  England,  and  his  withdraw'al  from  it.^ 

Confere:nces  on  the  Public  Debts  at  the  fi  ed- 
nesday  Club  in  Friday  Street.  By  Milliam 
Paterson.  London,  1695. 

A Short  Account  of  the  Bank  of  England.  By 
I Michael  Godfrey.  (Gouibey).  Loudon,  1695. 
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A Proposal  to  the  Bank  of  England,  and  the 
Banks  now  setting  np ; with  some  few  consider- 
ations about  Goldsniiths^  Notes,  London,  1()95. 

safe  and  easy  method  for  supplying  the  want 
of  Coin;  with  some  Remarks  upon  the  Bank  of 
England.  London,  1G95. 

Proposal,  by  Dr.  Hugh  Chamberlain,  in 
Essex  Street,  for  a Bank  of  Secure  Current 
Credit,  to  he  founded  upon  Land.  Loudon, 
169o. 

The  seteral  Articles  or  Parts  of  the  Proposal 
upon  Land  Credit,  rationally  exjdained,  Loudon, 
1G95. 

Proposals  for  a National  Land  Bank.  By 
John  Briscoe.  London,  1695. 

A Bank  Dialogue;  or.  Doctor  Chamberlain's 
Land  Bank,  explained  by  way  of  (iuestion  and 
Answer.  London,  1695. 

Positions  supported  by  their  Reasons,  ex- 
plaining the  Office  of  Land  Credit.  London,  1695. 

A Brief  Account  of  the  Natureand  Advantages 
of  the  Land  Bank,  as  proposed  by  Dr.  Hugh 
Chamberlen.  London,  1695. 

Petition  of  Creditors  of  Goldsmiths, 

A Bank  Dialogue,  between  Dr.  U.  C,  and  a 
Country  Gentleman.  London,  1696. 

An  Answer  to  a late  Pamphlet,  intituled 
Reasons  offered  against  the  intended  project, 
commonly  called  the  National  Land  Bank,  1696. 

The  Constitution  of  the  Office  of  Land  Credit. 
By  Hugh  Ciiainberleh,  senior.  London,  1696. 

Some  Remarks  upon  a late  nameless  and  scur- 
rilous libel,  entitled,  a Bank  Dialogue,  between 
Dr.  II.  C.and  a Country  Gentleman.  Loudon,  1696. 

Mr.  J.  Briscoe,  a Director  in  the  National 
Land  Bank,  his  Defence  of  Dr.  Hugh  Cham- 
berleiCs  Bank,  or  Office  of  Land  Credit.  London, 
1696. 

A Reply  to  the  Defence  of  the  Bank;  seihng 
forth  the  unreasonableness  of  their  slow  pay- 
ments, ^-c.  By  a True  Lover  of  his  Country  and 
the  present  Government.  Limdon,  November  16, 

1696.  ^ ^ ^ ^ 

This  contains  several  curious  details  of  the  me- 
thod of  pavment  by  the  bank  during  its  partial 
suspension,"  and  of  the  speculation  that  went  on  in 
its  notes.  The  autlior  saw,  too,  what  we  have  called 
Gresham's  law  of  the  currency.  He  lays  it  doAvn 
as  a general  maxim,  “ When  two  sorts  of  coin  are 
current  in  the  same  nation  of  like  value  by  deno- 
mination, but  not  intrinsically,  that  which  has  the 
least  value  will  be  current,  and  the  other  (as  much 
as  possible)  will  be  hoarded,  It  is  an  able 
pamphlet. 

Reasons  for  encouraging  the  Bank  of  England. 
London,  1696. 

The  Tryal  and  Condemnation  of  the  Trustees 
of  the  Land  Bank  at  Exeter  Exchange,  for  Mur- 
dering the  Bank  of  England,  i^c.  London,  1696. 

A Casual  Discourse  about  Banks,  between  a 
Brigadier,  a Lawyer,  a Meixhant,  and  a Gold- 
smith, London,  1696. 

A second  ditto. 

A Letter  to  a Member  of  Parliament,  con- 
cerning the  Bank  of  Scotland,  and  the  lowering  of 
initrest  of  money.  Edinburgh,  1696. 

A Letter  to  a Friend  conceiving  Credit ; and 
how  it  may  be  restored  to  the  Bank  of  England. 
London,  1696. 

Proposals  for  a National  Bank.  Loudon, 

1697. 
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.^1  Discourse  concerning  Banks.  London, 
1697. 

Said  to  be  by  a director  of  the  Bank ; it  con- 
tains accounts  of  the  different  kinds  of  banks  then 
existing. 

The  Bank  of  England,  and  their  present  method 
of  paying,  defended.  By  P.  H.  Loudon,  1697. 

second  part  of  a Discourse  concerning  Banks. 
London,  1697. 

This  contains  some  censures  on  the  manage- 
ment of  tile  bank,  which  had  brought  it  into 
discredit. 

A Letter  to  a Friend  concerning  the  Credit  of 
the  Nation ; and  with  relation  to  the  present 
Bank  of  England  as  now  established  by  Parlia- 
ment. London,  1697. 

Some  2'houghts  of  the  Interest  of  England. 
London,  1697. 

»S'ome  Considerations  offered  against  the  Con- 
tinuance of  the  Bank  of  England,  in  a Letter  to  a 
Member  of  the  Parliament.  Loudon, 

1700. 

Remarks  upon  the  Bank  of  England,  occa- 
sioned by  the  present  Discourse  concerning  the 
intended  jyrolongaiion  of  the  Bank.  By  a Mer- 
ciiant  of  London,  and  a true  lover  of  our  Consti- 
tution. Loudon,  1706. 

Argument  against  Prolonging  the  Bank, 
shewing  the  dangerous  consequences  of  it  to  our 
Conslilution  and  Trade,  London,  1706. 

A Short  View  of  the  apparent  dangers  and 
mischiefs  from  the  Bank  off  England.  Loudon, 
1707. 

The  mischietous  and  dangerous  consequences 
of  further  establishing  the  Bank  of  England, 
considered.  London,  1708.  Same  as  A Short 
View,  1707. 

The  Ruin  of  the  Bank  of  England  and  all 
Public  Credit  inevitable.  By  John  Holland. 
London,  1715. 

This  is  by  :Mr.  Holland,  the  founder,  and  first 
governor  of  the  Bank  of  Scotland.  It  gives  some 
details  of  it.s  formation,  and  of  the  liberal  treat- 
ment of  the  author  by  the  Scotch.  They  pre- 
sented him  with  several  thousand  pounds,  beyond 
what  he  had  stipulated  for,  and  he  speaks  of  the 
“justice,  civility,  and  generosity  of  the  Scots 
nation."  So  that  the  Scotch  treated  the  founder 
of  their  bank  more  handsomely  than  the  English 
did  Paterson. 

A Comparison  between  the  Proposals  of  the 
Bank  and  the  South  Sea  Company,  wherein  is 
shewn  that  the  Proposals  of  tkefrst  are  much 
more  advantageous  to  the  public  than  those  of  the 
latter.  London,  1720. 

Proposals  for  Restoring  Credit  ; for  Making 
the  Bank  of  England  more  Useful  and  Prof  table, 
^c.  London,  1721. 

The  Eyes  of  Ireland  Open  ; being  a Short  View 
of  the  Project  fos"  Establishing  the  intended  Bank 
of  Ireland.  London,  1722. 

An  Ilomst  Scheme  for  Improving  the  Trade 
and  Credit  of  the  Nation;  for  Increasing  the 
Prof  is  of  the  Bank  of  England,  i^c.  London, 
1727. 

An  Historical  Account  of  the  Establishment, 
Progress,  and  State  of  the  Bank  of  Scotland,  and 
of  the  several  attempts  that  have  been  made 
against  it,  and  the  several  inteiruptioyis  and  in- 
conveniences which  the  Comjyany  has  encountered. 
Edinburgh,  1728. 
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A Letter  containing  Remarks  on  the  Historical 
Account  of  the  Old  Bank.  By  a Gentleman  cou- 
aniicd  in  neither  Bank.  Edinburgh,  1728. 

An  Appeal  to  the  People  of  England,  the 
Public  Companies,  and  Monied  Interest,  on  the 
Renewal  of  the  Charter  of  the  Bank.  Loudon, 
1742. 

Charter  of  the  British  Linen  Company.  Edin- 
bnrgli,  1746. 

TJiis  is  the  charter  incorporating  the  British 
Linen  Company,  with  a clause  granting  powers  of 
banking.  In  pursuance  (»f  this  clause  the  com- 
pany has  developed  itself  into  one  of  the  most 
powerful  and  wealthy  of  the  Scotch  banks.  We 
have  mentioned  in  section  301,  that  a question  has 
recently  been  raised,  as  to  whether  the  three  char- 
tered banks  in  Scotland  enjoy  the  jwivilege  of 
limited  liability.  It  ^y^xs  universally  supposed, 
until  very  recently,  that  they  did.  The  point  has 
been  raised  within  the  last  few  years,  and  it  is 
(juite  clear  from  the  words  of  the  charter,  that  the 
British  Linen  Company  does  not  enjoy  limited  lia- 
hnt  is  a hank  with  unlimitkd  LiAiULixr. 


The  charter  says,  “We  will,  moreover,  and  by 
these  ]>resents  for  us,  our  lieirs,  and  .successors,  do 
grant  to  the  said  corporation,  2'hat  in  order  to 
answer  all  just  pl.maxds  on  the  said  corpora- 
tion, the  general  court  shall  have  power  from  time 
to  time,  as  they  shall  .<iee  came,  to  call  in,  or  direct 
to  be  paid,  from  their  respective  members  for  the 
time  being,  proportionally,  according  to  their  re- 
spective shares,  in  the  capital  stock  of  the  said  cor- 
poration, any  sum  of  money,  as  by  such  general 
courts  shall  he  from  time  to  time  adjudged  necessary 
to  he  called  in,  or  raised  for  the  exigencies  of  the 
said  corporation,  to  be  j>aid  into  such  hands,  as 
they  shall  appoint  for  that  purpose,  so  as  such 
call  do  nut  at  any  one  time  exceed  ten  pounds  for 
every  hundred  on  the  capital,  and  so  as  there  be 
an  interval  of  tliirty  days  at  least,  between  every 
such  call."  It  is  quite  clear  that  these  words 
render  every  member  of  the  corporation  liable  to 
contribute  to  the  payment  of  all  its  debts,  in  pro- 
portion to  his  stock. 

Considerations  relating  to  the  two  hanks  esta- 
blished in  Edinburgh.  1762. 

Remarks  on  the  proposed  plan  for  regulating  the 
paper  currency  of  Scotland.  Loudon,  1765. 

Precipitation  and fall  of  Messrs.  Douglas,  Heron 
and  Co.,  late  hankers,  Ayr.  Edinburgh,  1778. 

The  Bank  of  England s Vade  Mecum ; a sure 
guide.  London,  1782. 

A copy  of  the  Charter  of  the  Corporation  of  the 
(Hoventor  and  Company  of  the  Bank  of  England. 
Loudon,  1788. 

A few  reflections  upon  the  present  state  of  Com- 
7iiercc  and  public  credit,  rvith  some  remarks  upon 
the  late  conduct  of  the  Bank  of  Ei^luiid.  By  an 
old  Merchant.  London,  1796. 

A defence  of  the  bank  in  restricting  discounts, 
and  in  condemnation  of  the  issue  of  Exchequer 
Bills  in  1793. 

A correct  detail  of  the  Finances  of  this  Country; 
to  which  is  added,  an  history  of  the  origin, progress, 
and  present  state  of  the  Bank  of  England.  Lou- 
don, 1797. 

A Letter  to  Sir  William  Ptdieney,  Bart.,  in  con- 
sequence of  his  proposal  for  establishing  a new 
Bank.  London,  1797. 

2'wo  Letters  to  the  Right  Hon.  IP.  Pitt,  Chan- 
cellor of  the  Exchequer,  on  a National  Bank.  By 


Edward  Tatham,  D.D.,  Rector  of  Lincoln  College, 
Oxford.  London,  1797. 

Reports  from  the  Committee  of  Secrecy  of  the 
House  of  Lords  on  the  state  of  the  Bank.  1797. 

Reports  from  the  Committee  of  Secrecy  of  the 
House  of  Commons  on  the  state  of  the  Bank. 

1797. 

Observations  on  the  establishment  of  the  Bank  of 
England,  and  on  the  paper  circidation  of  the  Coun- 
try. By  Sir  Francis  Baring,  Bart.  Loudon,  1797. 

Further  do. 

A concise  and  authentic  History  of  the  Bank  of 
England.  By  E.  F.  Thomas  Fortune.  Loudon, 

1798. 

The  iniquity  of  Banking ; a hank  note  proved  to 
he  an  injury  to  the  public,  and  the  real  cause  of  the 
present  exoi’bitant  price  of  provisions.  Two  Parts. 
London,  1800. 

Refutation  of  certain  misrepresentations  relative 
to  the  nature  and  influence  of  Bank  Notes,  and  as 
stated  in  the  pamphlet  of  Walter  Boyd,  Esq.,  and 
Mr.  William  Freud.  By  T.  S.  Suit.  Loudon, 
1801. 

21ie  effect  of  paper  money  on  the  price  of  Pro- 
visions, ^'c.  By  AVilliam  Freud.  London,  1801. 

A Letter  to  the  Right  Hon.  William  Pitt,  on  ike 
influence  of  the  stoppage  of  issues  in  specie  at  the 
Bank  of  England  on  the  prices  of  l^rovisious,  and 
other  commodities.  By  Walter  Boyd,  Esip,  M.P. 
London,  1801. 

Observations  on  the  publication  of  Walter  Boyd, 
Esq.  By  Sir  Francis  Baring,  Bart.  London, 
1801. 

An  Inquiry  into  the  nature  and  effects  of  the 
Paper  Credit  of  Great  Britain.  By  H.  Thornton, 
Esq.,  M.P.  Loudon,  1802.  Veiy  scarce. 

Considerations  on  the  propriety  of  the  Bank  of 
England  resuming  its  payments  in  specie  at  the 
period  prescribed  by  the  Act  37  Geo.  HI.  By 
Jasper  Atkinson.  London,  1802. 

Guineas  an  unnecessary  and  expensive  incum- 
brance on  Commerce ; or,  the  impolicy  of  repealuig 
the  Bank  restriction  Bill  considered.  London,  1 802. 

An  Inquiry  into  the  depreciation  of  Irish  Bank 
paper.  Dublin,  1803. 

2'houghts  on  the  effects  of  the  Bank  restrictions. 
By  Lord  King.  Loudon,  1804. 

Ob.servations  upon  the  state  of  Currency  in  Ire- 
land, and  upon  the  course  of  exchange  between  Dublin 
and  London.  By  Henry  Pai'uell,  Esq.  Dublin 
and  London,  1804. 

An  Essay  upon  the  principle  of  commercial  ex- 
changes, and  more  particularly  of  the  exchange 
between  Great  Britain  and  Ireland;  with  a prac- 
tical inquiry  into  the  eff  ects  of  the  Bank  restrictions. 
By  John  Leslie  Foster.  Loudon,  1804. 

Report  from  the  Committee  on  the  circulating 
paper,  curretd  coin,  and  exchange  of  Ireland. 
House  of  Commons,  1804. 

One  of  the  most  valuable  reports  on  the  subject, 
and,  with  the  Bullion  Ueport  cf  1810,  furms  one 
of  the  great  landmarks  of  Political  Economy. 

2'he  high  price  of  bullion  a proof  of  the  depre- 
ciation of  batik  notes.  By  David  Ricardo,  Lon- 
don, 1809. 

An  Inquiry  into  the  effects  produced  on  the 
national  currency,  ami  rates  of  exchange,  by  the 
bank  restriction  bill,  explaining  the  cause  of  the 
high  price  of  bullion.  By  Robert  Mushei.  Lou- 
don, 1810. 

lieportfrom  the  Select  Committee  of  the  House 
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of  Commons  on  the  high  price  of  Gold  Bullion. 
1810. 

This  Report  is  one  of  the  ^eat  landmarks  in 
Political  Economy,  and  must  be  carefully  studied 
by  every  oue  who  would  master  tlie  subject.  It 
is  not  free  from  some  erroneous  views.  (Bullion 
Report).  This  Report  called  forth  a host  of 
pamphlets  attacking  and  defending  it,  A list  of 
some  of  these  will  be  found  appended  to  the  article 
on  the  Report. 

Bank  Notes  the  cause  of  the  disappearance  of 
guineas^  and  of  the  course  of  Exchange  being 
against  «5,  while  the  Balance  of  Trade  is  in  our 
favour.  By  T.  Hopkins.  Loudon,  1810. 

Letters  on  Country  Banks.  By  J.  Braduey, 
London,  1810. 

Utility  of  Country  Banks.  Ilatchard.  London, 
1810. 

Principles  of  Banks  and  Banking.  By  General 
Sir  James  Stewart.  London,  1810. 

The  real  cause  of  the  depreciation  of  the 
National  Currency  explained.,  and  the  means  of 
remedy  suggested.  London,  1810. 

An  inquiry  into  the  effects  produced  on  the 
National  Currency  and  the  Rates  of  Exchange  by 
the  Bank  Restriction  BUI,  explainiig  the  cause  of 
the  high  price  of  Bullion,  §'c.  By  Robert 
Mushet,  of  the  Mint.  London,  1810. 

Histoire  de  la  Banque  de  V Angleterre,  et  consi- 
derations sur  les  grandes  Banques  de  circulation. 
By  M.  De  Guer.  Paris,  1810. 

Thoughts  on  the  expediency  of  establishing  a new 
Chartered  Bank,  |*c.  By  Joseph  Marryat, 
Esq.,  M.P.  London,  1811. 

Brief  thoights  on  the  present  state  of  the  Cur- 
rencu  of  this  Country.  By  a Merchant.  Edin- 
burgh, 1812. 

Proposals  for  an  economical  and  secure  Cur- 
rency, with  observations  on  the  profits  of  the  Bank 
of  England.  By  David  Ricardo.  London,  1816. 

Reports  from  the  Lords'  Committees,  appointed 
a secret  committee  to  inquire  into  the  state  of  the 
Bank  of  Eigland,  with  reference  to  the  expe- 
diency of  the  resumption  of  cash  payments,  with 
minutes  of  evidence  and  an  appendix.  1819. 

Reports  from  the  secret  committee  of  the  House 
of  Commons,  on  the  expediency  of  the  Bank  re- 
suming cash  payments.  1819. 

Paper  against  Gold;  or,  the  History  and 
Mystery  of  the  Bank  of  England.  By  William 
Cobbett.  London,  1821. 

An  essay  on  the  general  principles,  and  present 
practice,  of  Banking  in  England  and  Scotland. 
London,  1823. 

Facts  relative  to  the  Bank  of  England,  explain- 
big  the  nature  and  influence  of  the  Bank  Charter, 
with  a view  of  the  cause  and  consequences  of  the 
suspension  and  restoration  of  the  use  of  standard 
coin.  London,  1823, 

Report  from  the  Lords'  Committees,  appointed  a 
select  committee  to  enquire  into  the  state  of  circula- 
tion of  Promissory  Notes  under  the  value  cf  £6  in 
Scotland  and  Ireland.  1826. 

Report  from  the  select  committee  of  the  House 
of  Commons  on  Promissory  Notes  in  Scotland  ami 
Ireland.  1826. 

An  attempt  to  eyolain  from  facts,  the  effect  of 
the  Issues  of  the  Bank  of  Eigland  upon  its  own 
interests,  public  credit,  and  Country  Banks.  By 
Robert  Mushet.  London,  1826. 

Observations  on  Paper  Money,  Banking,  Over^ 


trading,  §r.  By  Sir  Henry  Parnell,  M.P,  London, 
1827. 

An  address  to  the  proprietors  of  Bank  Stock, 
the  London  and  Country  Bankers,  and  the  public  in 

feneral,  on  the  affairs  of  the  Bank  of  England. 
(Ondon,  1828. 

A Letter  to  Lord  Grenville,  on  the  effect  asenbed 
to  the  resumption  of  Cash  Payments  on  the  value 
of  the  Cwrency.  By  Thomas  Tooke.  Loudon, 
1829. 

Remarks  on  the  question  of  again  permitting  the 
issue  of  £l  notes  by  the  Bank  of  England,  and 
also  by  country  hanks.  London,  1830. 

Historical  sketch  of  the  Bank  of  England ; ^cith 
an  examination  of  the  question  as  to  the  prolonga- 
tion of  the  exclusive  privileges  of  that  establishment. 
By  J.  R.  McCulloch.  London,  1831. 

Paper  and  gold  compared;  also  a plan  for  a 
National  Bank,  ^'c.  London,  1832. 

The  life  and  adventures  of  the  Old  iMdy  of 
Threadnecdle  street,  containing  an  account  of  her 
numerous  intrigties  with  various  eminent  Statesmen 
of  the  past  and  present  times.  Loudon,  1832. 

A plain  statement  of  the  power  of  the  Bank  of 
England,  and  of  the  use  it  has  made  of  it ; U'ith  a 
refutation  of  the  objections  made  to  the  Scotch 
system  of  Banking,  and  a reply  to  the  “ Historical 
sketch  of  the  Bank  of  England."  By  Sir  Henry 
Parnell,  ^I.P.  London,  1832. 

Report  from  the  Committee  of  Secrecy  on  the 
Bankof  England  Charter,  ^'c.  (Commons),  1832. 

The  History  of  Banking  in  Ireland.  By  J.  ^V. 
Gilbart.  London,  1836. 

Report  from  the  Committee  on  Joint  Stock 
Banks.  (Commons),  1836. 

DiUo.  1837. 

The  History  and  Principles  of  Banking.  By 
J.  W.  Gilbart.  3rd  Edition.  London,  1837. 

A Letter  to  the  Right  Hon.  I^ord  Viscount  Mel- 
bourne, on  the  causes  of  the  recent  derangement 
in  the  Money  Market,  and  on  Bank  Reform.  By 
R.  Torrens,  Esq.,  F.R.S.,  London.  London, 
1837. 

A Defence  of  the  Joint  Stock  Banks,  an  exam- 
ination of  the  present  Monetary  Dijjiculties,  and 
hints  for  the  future  management  of  the  Circulation. 
By  David  Salomons,  Es(p  London,  1837. 

The  causes  and  consequences  of  the  pressure 
upon  the  Money  Market,  with  a .statement  of  the 
action  of  the  Bank  of  England,  from  l.s^  October, 
1833,  to  the  Tlth  December,  1836.  By  J.  Horsley 
Palmer,  Esq.  Loudon,  1837. 

Refiections  suggested  by  a perusal  of  Mr.  J. 
Horsley  Palmer's  pamphlet,  on  the  causes  mid 
consequences  of  the  pressure  on  the  Money  Market. 
By  Samuel  Jones  Loyd.  London,  1837. 

Observations  on  the  recent  pamphlet  of  J.  Hors- 
ley Palmer,  Esq.,  S^'c.  By  Samson  Ricardo,  Esq. 
London,  1837. 

Jlie  cause  of  the  present  Money  Crisis  eaqdained, 
ill  answer  to  the  pamphlet  of  Mr.  J.  Horsley  Pal- 
mer, and  u remedy  pointed  out.  By  M".  Bemiison. 
London,  1837. 

Reply  the  Refiections,  ^*c.,  of  Mr.  Samuel 
Jones  Loyd,  ^'c.  By  J.  liorsley  Palmer.  Lou- 
don, 1837. 

A Letter  to  the  Honourable  the  Secret  Committee 
of  the  House  of  Comrmms,  upon  Joint  Stock  Banks. 
By  Alfred.  London,  1837. 

Thoughts  on  the  Principles  of  Banks,  and  the 
wisdom  oj  Legislative  interference*  London,  1837. 
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An  Examination  of  the  Report  of  the  Joint 
Stock  Bank  Committee.  By  T.  Joplin.  1837. 

Remarks  7ipon  some  prevalent  errors  with  respect 
to  Currency  a}id  Banking.  By  George  Wai'de 
N'ornian.  Loudon,  1838. 

An  Inquiry  into  the  causes  of  the  pressure  on 
the  Money  Market  during  the  year  1839.  By  J. 
W.  Gilbart.  London,  1840. 

A Defence  of  JoijU  Stock  Banks,  and  country 
issues.  By  Samuel  Bailey,  of  Sheffield.  London, 
1840. 

Report  of  the  Committee  of  the  House  of  Com- 
mons  on  Joint  Stock  Banks  of  Issue.  1840. 

Ditto.  1841. 

The  Currency  Question;  an  examination  of  the 
evidence  on  banks  of  Issue,  given  before  a Select 
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Hon.  F.  T.  Baring.  By  J.  W.  Cowell.  Loudon, 
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connection  of  the  Currency  with  prices,  and  the 
expediency  of  a separation  of  Issue  from  Banking, 
By  Tiiomas  Tooke.  London,  1844. 

All  Inquiry  into  the  practical  working  of  the 
proposed  arrangements  for  the  renetval  of  the 
Charter  of  the  Bank  of  England,  and  the  regula- 
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of  England,  from  the  Revolution  of  1688  to  the 
present  time.  By  Thomas  Doubleday.  Loudon. 
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History  of  the  Bank  of  Etgland.  By  John 
Francis. 

The  History  of  Banking ; with  a comprehensive 
account  of  the  origin,  rise,  and  progress  of  the 
Banks  of  England,  Ireland,  and  Scotland.  By 
William  John  Lawson.  2nd  Edition.  London, 
1855. 

Past  and  present  policy  of  the  Bank  of  Eng- 
land, the  Banking  Acts  of  1844-45  ; or  free  trade 
in  Bankhg.  P>y  an  Old  Banker.  Edinburgh,  1 855. 

The  Elements  of  Banking.  By  J.  W.  Gilbai't. 
3rd  Edition.  London,  IS55. 

The  Philosophy  of  Joint  Stock  Banking.  By 
G.  ;M.  Bell.  London,  1855. 

A practical  treatise  on  Banking.  By  J.  W. 
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The  Theory  and  Practice  of  Banking;  with  the 
elementary  principles  of  Currency,  Prices,  Credit, 
and  Exchange.  By  Henry  Dunning  Macleod. 
London,  1855-56. 

On  the  Bank  Charter  Actof\%\A,  its  principles 
and  operations;  with  .suggestions  for  an  improved 
administration  of  the  Bank  of  England.  By  Thos. 
Tooke,  F.R.S.  London,  1856. 

Suggestions  for  the  renewal  of  the  Bank  of 
England  Charter;  and  for  a Decimal  Coinage. 
By  Charles  Tennant.  London,  1856. 

The  jirinciples  and  practical  operation  of  Sir 
Robert  PeeVs  Bill  of  1844,  explained  and  de- 
fended, §'c.  By  R.  Torrens,  F.R.S.  3rd  Edition. 
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Sir  Robert  PeeVs  Act  of  1844,  regulating  the 
issue  of  Bank  Notes,  vindicated.  By  G.  Ar- 
buthiiot.  London,  1857. 

Tracts  on  the  Currency,  ^x.  By  Lord  Over- 
stone. London,  1858. 

The  Bank  Charter  Act  of  1844;  its  theory  and 
practical  effects  on  Commercial  and  Monetary 
Transactions,  ^c.  London,  1858. 
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Historical  Sketch  of  the  Rise  and  Progress  of 
Banking  in  the  United  States  of  America. 

386.  We  shall  now  cross  the  Atlantic,  and 
trace  the  rise  and  progress  of  banking  and  paper 
currency  in  the  country  most  nearly  connected 
with  us  by  blood  and  commercial  relations,  and 
in  which  it  arose  almost  contemporaneously  with 
England.  There  is  no  country  in  which  the 
plieuomeua  of  paper  money  may  be  studied  with 
greater  advantage  than  in  the  United  States  of 
America,  where  it  has  become  a kind  of  hereditary 
disease.  There  is  no  country  in  which  it  has 
undergone  such  a long-continued  and  inveterate 
depreciation.  The  history  of  banking  and  paper 
currency  in  the  United  States  may  be  divided 
into  four  periods  : — 

I.  The  era  of  Provincial  paper,  in  which  each 
province  did  that  wdiich  was  right  in  its  own 
eyes,  issued  paper  money  ad  libitum,  and  de- 
clared it  legal  tender.  This  was  brought  to  an 
end  by  an  Act  of  the  Imperial  Parliament  in 
1763,  putting  down  this  legal  tender  paper. 

II.  The  era  of  Continental  paper,  or  the  paper 
issued  by  the  National  Government  during  the 
War  of  Independence. 

III.  The  era  of  a National  Bank,  which,  with 
some  interruptions,  endured  from  1782  to  1836. 

IV.  The  era  of  the  abolition  of  a National 
Bank  since  1836. 

387.  We  are  fortunate  in  possessing  a history 
of  Massachusetts,  by  Mr.  Hutchinson,  the  lieu- 
tenant-governor of  the  province,  who,  when 
speaker  of  the  House,  devised  and  carried  the 
bill  for  the  abolition  of  tlie  paper  money.  In  his 
history  we  have  a full  account  of  the  paper  cur- 
rency which  afflicted  it  so  long.  We  shall  pre- 
sent our  readers  with  a series  of  extracts  from  it, 
showing  how  admirably  the  writer  had  seized  the 
true  principles  of  a paper  currency,  and  how 
clearly  and  tirmly  he  saw  the  great  truths  which 
were  only  established  in  England  after  the  most 
l>rotractcd  coutlicts.  The  following  p:issages 
from  this  writer  exhibit  a brilliant  contrast  to 
the  pitiable  figure  made  by  the  ministry,  the 
bank  dkectors,  and  the  mercantile  witnesses  of 
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Enplant!,  in  the  p'eat  currency  disenssion^ 
from  1804  to  1819,  ainl  even  to  a later  jicriod.  It 
will  bo  soon  that  the  p'eat  truths,  established 
with  such  arduous  labour  by  the  Irish  (‘omiuittoe 
of  1804,  tl»e  HuHion  Coiumitteo  of  1810,  and  the 
('ommitteo  of  1819,  and  for  wliieh  our  Enj^lish 
cconoiuists  have  obtained  so  much  credit,  were 
porfectiv  well  known  to  this  admirable  writer  in 
1747. 

388.  The  Stuart  dynasty  had  afflicted  the 
ct>louics  with  the  same  p'ievances  as  Kurland. 
The  charter  of  Massachusetts  had  been  forfeited, 
like  so  many  in  this  country.  'J'he  sturdy  colo- 
nists were  animated  with  the  same  hatred  of  the 
French,  and  their  tyrants,  as  their  kinsmen  in 
the  motlier  country.  7'he  revolution  of  1688 
was,  therefore,  hailed  witli  the  same  enthusiasm 
on  both  sides  of  the  Atlantic.  Ncav  England 
burned  for  the  conquest  of  New  France.  No 
sooner,  therefore,  was  Avar  declared  betAveen  the 
parent  countries,  than  the  colonists  prepared  for 
a similar  contest.  Tlie  French  Canadians  at- 
tacked the  English  settlements,  and  the  New 
Englanders  determined  to  undertake  the  conquest 
of  Acadia  and  Canada.  Tu  May,  1600,  the  first 
Congress  in  the  Ncav  M'orld  Avas  Iield  under  the 
presidency  of  Massachusetts.  Expeditions  against 
Ixtth  the  French  settlements  Avere  fitted  out. 
That  against  Acadia  succeeded,  there  being  merely 
a handful  of  settlers  there.  But  the  much  greater 
expedition  against  Canada,  directed  simultane- 
ously against  ^Montreal  and  (Quebec,  failed  com- 
pletely. AVe  now  quote  from  Mr.  Hutchinson, 
the  historian  of  Massachusetts. 

.389.  “The  Government  aaus  utterly  unpre- 
pared for  the  return  of  the  forces.  They  seem 
to  have  presumed  not  only  upon  success,  but 
upon  the  enemy’s  treasure  to  bear  the  charge  of 
tiie  expedition.  The  soldiers  AA*ere  on  the  point 
of  mutiny  for  want  of  their  Avages.  It  Avas 
utterly  impracticable  to  raise  in  a fcAv  days, 
such  a sum  of  moneA"  as  would  be  necessarv. 

V 

An  Act  AA'as  passed  for  leA'ving  the  sum,  but  the 
men  could  not  stay  until  it  should  be  brought 
into  the  treasury.  The  extreme  difficulty  to 
Avhich  the  Government  Avas  thus  reduced,  aa'us 
the  occasion  of  the  first  bills  of  credit  cA  er  issued 
iu  the  colonies,  as  a substitute  in  the  place  of 
money.  The  debt  AA'as  paid  by  paper  notes, 
from  two  shillings  to  ten  pounds  denomination, 
which  notes  were  to  be  receiA'ed  for  payment  of 
the  tax,  Avhich  A\-a.s  to  be  levied,  and  all  other 
payments  in  the  treasury.  This  Avas  a new 
experiment.  They  had  better  credit  than  King 
James’s  leather-money  in  Ireland  about  the 
same  time.  But  the  notes  Avould  not  command 
money,  nor  any  commodities  at  money  price. 
Sir  William  Phipps,  it  is  said,  exchanged  a large 
sum  at  par,  in  order  to  giA^e  them  credit.  The 
soldiers  in  general  were  great  siifierers,  and  could 
get  no  more  than  12s.  or  14s.  in  the  pound.  As 
the  time  of  payment  of  the  tax  approached,  the 
credit  of  tlie  notes  was  raised,  and  the  Govern- 
ment alloAving  Aa'c  per  cent,  to  those  Avho  j)aid 
their  taxes  in  notes,  they  became  bettor  than 
money.  Tliis  was  a gain  to  the  possessor,  but 
it  did  not  restore  to  tlie  poor  soldier  Avhat  he  had 
lost  by  the  discount. 

“ The  Government,  encouraged  by  the  re- 
storation of  credit  to  their  bills,  afterAvards 
issued  others  for  charges  of  Government.  They 


obtained  good  credit  at  the  time  of  their  being 
issued.  I'he  charges  of  (ioveriiment  Avero  pai(l 
iu  this  manner  froin  year  to  year.  Whilst  the 
sum  Avas  small,  .siU'er  continued  the  measure,  and 
bills  continued  their  value.  When  the  charges 
of  GoA'crnmeut  increased,  after  the  second  expe- 
dition to  Cauadii,  iu  1711,  the  bills  likoAvise 
increased,  and  in  the  mme^  or  greater  proportion^ 
the  silver  and  gold  were  sent  out  of  the  country. 
There  being  a cry  of  scarcity  of  money  in  1714, 
the  GoA'eniment  caused  To0,000  to  be  issued, 
and  ill  17T),  £100, 000,  and  lent  to  the  inhabitants, 
to  be  paid  iu  at  a certain  time;  and,  in  the 
meantime,  to  pass  as  money.  Lands  Avere 
mortgaged  for  security.  As  soon  as  the  silver 
and  gitld  Avore  gone,  and  the  bills  were  the  sole 
instruments  of  commerce,  pounds,  and  shillings, 
and  pence,  Avere  altogether  ideal,  for  no  possible 
reason  could  be  assigned  avIiv  a bill  of  20s. 
should  bear  a certain  ju-oportion  to  any  one 
quantity  (»f  sil\’er,  more  tlian  another.  Sums  in 
bills  A\erc  draAving  into  the  treasury  from  time  to 
time  by  the  taxes,  or  payment  of  the  loans,  but 
then  other  sums  Averc  continually  issuing  out, 
and  all  the  bills  AA'cre  paid  and  received,  Avithoiit 
any  distinction,  either  iu  ])ublic,  or  private 
payments,  so  that,  for  near  forty  years  together, 
the  currency  AA*as  in  much  the  same  state  as  if 
£100,000  sterling  had  been  stamped  in  pieces  of 
leather,  or  paper  of  A’arious  denominations,  and 
declared  to  be  the  money  of  the  gov'ernment, 
Avithout  any  further  sanction  than  this,  that, 
Avhen  there  should  be  taxes  to  pay,  the  treasury 
Avould  reci'ive  this  sort  of  money,  and  that  every 
creditor  should  be  obliged  to  receive  it  from  his 
debtor,  (’an  it  be  supposed  that  such  a medium 
Avould  retain  its  A'aliie  ? In  1702,  6s.  8d.  Avas 
equal  to  an  ounce  of  silver.  Iu  1749,  50s.  Avas 
judged  equal  to  an  ounce  of  sih'er.  I saw  a 5s. 
bill  Avhich  had  been  issued  iu  1690,  and  Avas  re- 
maining in  1749,  and  Avas  then  equal  to  8d,  only 
ill  laAvfuI  money,  and  so  retained  but  about  one- 
eighth  of  its  original  value.  Such  was  the 
delusion,  that  not  only  the  bills  of  the  Massa- 
chusetts goA'ernment  passed  as  money,  but  they 
rcceiA'ed  the  bills  of  the  government  of  Con- 
necticut, New  Hampshire,  and  Rhode  Island, 
also  as  currency.  The  Massachusetts  bills  passed 
also  in  those  goverumoiits.” 

390.  “ The  atfuir  of  the  Avar,”  says  the  same  his- 

torian, A’ol.  ii.,  p.  206,  *'  had  so  engaged  the  atten- 
tion of  all  persons,  that  we  hear  little  of  party 
disputes,  and  discord,  for  five  or  six  years  past ; 
but  as  soon  as  they  AA'ere  deliA'ered  from  enemies 
Avithout,  a contention  began  Avithin,  from  a iieAv 
cause,  the  effects  of  Avhich  were  felt  many  years 
together.  The  paper  bills  of  credit  were  the 
cause  of  this  contention.  So  many  bills  had  been 
issued  for  the  charges  of  the  Avar,  particularly  the 
large  sum  of  £40,000,  issued  for  tlie  Canada  ex- 
pedition, tliat  they  AA^ere  become  the  sole  instru- 
ment and  measure  of  commerce,  and  silver  and 
gold  Avere  mitircly  banished.  Of  two  instnimeiits, 
one  in  use  in  a particular  state  only,  the  other 
AA'ith  the  Avhole  commercial  Avorld,  it  is  easy  to 
determine  which  must  leaA'e  that  particular  state, 
and  which  remain.  The  currency  of  silver  and 
gold  entirely  ceasing,  the  price  of  CA'crytliing 
bought  or  sold  Avas  no  longer  compared  thercAvitli, 
but  Avitli  the  paper  bills,  or  rather  Avith  mere  ideal 
pounds,  shillings,  and  pence.  The  rise  of  exchange 
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with  England  was  not  attributed  to  the  true  cause^  | 
the  want  of  a fixed  staple,  medium^  hut  to  the  general  1 
had  state  of  the.  trade.  It  was  thought  that  in- 
creasing the  paper  bills  Avoiild  enliA'Cn  and  reform 
the  trade.  Three  parties  Avcrc  forme<l,  one  very 
small,  Avhioh  Avas  for  druAviug  iu  the  paper  bills, 
and  depending  upon  a sihaw  and  gold  currency. 
Mr.  Hutchinson,  one  of  the  members  for  Boston, 
Avas  among  the  most  active  of  this  party.  He  Ava.s 
an  enemy  all  his  life  to  a depreciating  currency, 
upon  a principle  very  ancient,  but  too  seldom  | 
]U*actised  upon,  nil  utile  </uod  non  honestnm. 

“Another  party  Avas  A*ery  numerous.  These 
had  projected  a jirivate  bank,  or  rather  had  taken 
lip  a project  published  in  London  in  1684;  but 

(this  not  being  generally  knoAvn  in  America,  a 
merchant  in  Boston  was  tlie  reimted  father  of  it. 
There  Avas  nothing  more  in  it  than  issuing  bills  of 
credit,  Avhich  all  the  members  of  the  company 
h promised  to  receive  as  money,  but  at  no  certain 
^ value,  compared  Avith  silver  and  gold;  and  real 
estates  to  a sufficient  A-alue,  Averc  to  bo  bound  as 
a security  that  the  company  should  perfiu'in  their 
engagements.  They  Avere  soliciting  the  sanction 
of  the  general  court,  and  an  act  of  government  to 
incorporate  them.  This  party  generally  consisted 
of  persons  in  difficult,  or  inA'olved  circumstances 
iu  trade,  or  such  as  were  possessed  of  real  estates, 
but  had  little  or  no  ready  money  at  command,  or 
men  of  no  substance  at  all,  and  aa'c  may  Avell 
enough  suppose  tlie  jiarty  to  be  very  numerous. 
Some,  no  doubt,  joined  them  from  mistaken  ]n*iii- 
ciples,  and  an  apprehension  that  it  AA’as  a scheme 
beneficial  to  the  public,  and  some  for  party  sake, 
and  ])opular  applause. 

“ Three  of  the  representatives  of  Boston,  Mr. 
> Cooke,  son  to  the  agent,  Mr.  Noyes,  a gentleman 

in  great  esteem  Avith  the  inhabitants  iu  general, 
ami  Mr.  Payne  Avere  the  sujiporters  of  the  party. 
Mr.  Hutchinson,  the  other  (an  attempt  to  leaA'e 
1 him  out  of  the  liouse  not  succeeding),  was  sent 
from  the  house  to  the  council,  Avhere  his  oppo- 
sition Avould  be  of  less  consequence.  The 
governor  Avas  no  faA'orer  of  the  scheme,  but  the 
lieutenant-governor,  a gentleman  of  no  great 
fortune,  and  whose  stipend  from  the  government 
Avas  trilling,  engaged  in  this  cause  Avith  great 
zeal. 

“ A third  party,  though  A'cry  opposite  to  the 
private  bank,  yet  AA'ere  no  enemies  to  bills  of 
credit.  They  Avere  in  faA'or  of  a loan  of  bills 
from  the  government  to  any  of  the  inhabitants 
Avho  would  mortgage  their  estates  as  a security 
for  the  repayment  of  the  bills,  Avith  interest,  iu  a 
term  of  years,  the  interest  to  be  paid  amiually, 
and  applied  to  the  support  of  goveriiniont.  This 
AA'as  an  easy  way  of  ])aying  public  charges,  which 
no  doubt  they  AA’ondered,  that  iu  st>  many  ages, 
the  wisdom  of  other  governments  had  never  dis- 
coA'cred.  The  principal  men  in  the  council  Avere 
in  faA'or  of  it,  and  it  being  thought  by  the  first 
party,  the  least  of  two  evils,  they  fell  in  Avith  the 
scheme,  and  after  that  the  country  Ava.s  divided 
betAveen  the  public  and  priA'ate  bank.  The 
house  of  repioseiitatiA'es  Avas  near  equally  divided, 
but  rather  favorers  of  the  i>rivate  bank,  from  the 
great  influence  of  the  Boston  members  in  the 
house,  and  a great  number  of  persons  of  the  tOAvn 
out  of  it.  The  controversy  had  a uniA'orsal  spread, 
and  divided  tOAvns,  parislies,  and  particular  fami- 
lies. 


“ At  length  after  a long  struggle,  the  party  for 
the  public  bank  prevailed  in  tin*  general  court, 
for  a loan  of  £50,(X)0  iu  bills  of  credit,  AA’hich 
Avere  put  into  the  hands  of  trustees,  and  lent  for 
fi\'0  years  only,  to  any  of  tlie  inhabitants,  at  5 
per  cent,  interest;  one-fifth  part  of  the  jirinripal 
to  be  paid  annually.  This  lessened  the  nmnl>er 
of  the  |tarty  for  the  private  bank,  but  it  increased 
the  zeal,  and  raised  a strong  resentment  in  those 
Avhich  remained. 

391.  “In  1720,”  continues  the  historian,  p.231, 

“ the  trade  of  the  province  declined.  There 
AA'as  a general  cry  for  Avant  of  money,  and  yet 
the  bills  of  credit,  AA’hich  AA'ere  the  only  money, 
were  daily  depreciating.  The  depreciation  Ava.s 
grievous  to  all  creditors,  but  ]>articularly  dis- 
tressing to  the  clergy,  and  other  salary  men,  to 
AA’idoAA’s  and  orjthans,  Avhose  estates  consisted  of 
money  at  interest,  perhaps  just  enough  to  sup- 
port them,  and  being  reduced  to  one-half  tlie 
former  value,  they  found  themseh'es  ou  a sudden 
in  a state  of  i)0\’erty  and  Avaut.  Executors  and 
administrators,  and  all  Avho  Avere  possessed  of  the 
eflccts  of  others  in  tru.st,  had  a strong  temptation 
to  retain  them.  The  influence  a had  currency 
has  upon  the  morals  of  the  people  is  greater  than 
is  imagined.  Numbers  of  schemes  for  jirivate, 
and  public,  emissions  of  bills  Avere  jiroposed  as 
remedies,  the  only  effectual  one^  the  utter 

ABOLITION  OF  THE  BILLS  WQS  omitted.'' 

In  this  year  £50,000  had  been  issued  and  dis- 
tributed to  the  several  tOAvas  in  proportion  to 
their  taxes,  the  bills  to  be  repaid  at  a fixed  time, 
and  the  governor  seemed  to  approve  of  and  en- 
courage this  Avay  of  issuing  bills  at  his  first 
arrival,  but  Avas  afterAvards  convinced  of  their 
mischieA’Ous  effects. 

“ At  the  opening  of  the  next  se.ssion,  March 
15,  1721,  the  governor  in  his  speech,  recom- 
mended measures  to  prevent  the  depreciation  of 
the  currency,  to  suppress  a trade  carried  on  with 
the  French  at  Cape  Breton,  and  to  punish  the 
authors  of  factious  and  seditious  papers,  to  pro- 
vide a present  for  the  five  nations,  and  to  enlarge 
his  salary. 

“ They  refused  directly  or  virtually,  cA-ery 
proposal  To  the  first  the  house  tell  him  in 
their  ansAA’cr  ‘ they  had  passed  a Bill  for  issuing 
£100,000  more  in  bills  of  credit.’  This  alone 
had  a direct  tendency  to  increase  tlie  mischief, 
but  they  add  that  to  prevent  their  depreciation, 
they  had  prohibited  the  buying,  selling,  and 
bartering  silver  at  any  higher  rates  than  sot  by 
act  of  parliament.  This  certainly  could  haA*e 
no  tendency  to  lessen  it.  Such  an  act  can  no 
more  be  executed,  than  an  act  to  stop  the  ebbing 
and  floAving  of  the  sea.  It  would  probably  carry 
away  and  keep  out  all  silver  ami  gold.  The. 
DEPRECIATION  of  thcir  curreiicy^  would^  notwith^ 
standing,  have  been  as  visible  by  the  bise  of 
EXCHANGE  WITH  FOREIGN  COUNTRIES,  and  have 
been  as  sensibly  felt  by  every  creditor  among 
themselves. 

“ In  1733,  there  aa'iis  a general  complaint 
throngliout  the  four  governments  of  Ncav  Eng- 
land, of  the  unusual  scarcity  of  money.  'Fherc 
was  as  large  a sum  current  in  bills  of  credit  as 
ever,  bur  the  bills  having  depreciated  they 
ansAvered  the  puriK>ses  of  money  so  much  less  iu 
proportion.  The  Massachusetts  and  New  Hamp- 
shire were  clogged  Avith  royal  instructions.  It 
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was  owing  to  them,  that  those  governments  had 
not  issued  l>iHs  to  as  great  an  amount  as  Rliode 
Island.  Connecticut,  tlmugli  under  no  restraint, 
3'et  consisting  of  more  husbandmen,  and  fewer 
traders  than  the  rest,  did  not  so  much  feel  the 
want  of  money.  The  Massachnsetts  people  were 
dissatisfied  that  Rhode  Island  should  send  their 
bills  among  them,  and  take  away  their  substance, 
and  employ  it  in  trade,  and  many  people  wished 
to  see  the  bills  of  each  government  current  within 
the  limits  of  such  government  only.  In  the 
midst  of  this  discontent,  Rhode  Island  i>assed  an 
act  for  issuing  £100,000  upon  loan,  for,  I think, 
twenty  years,  to  their  own  inhabitants,  who  would 
immediately  have  it  in  their  poAver  to  add 
£100,000  to  their  trading  stock  from  the  horses, 
sheep,  lumber,  fish,  &c.,  of  the  Massachusetts  in- 
habitants. The  merchants  of  Roston,  therefore, 
confederated  and  mutually  promised  not  to  re- 
ceive any  bills  of  the  new  emission,  but  to  pro- 
vide a currency,  a large  number  formed  them- 
selves into  a company,  entered  into  coAxmants, 
chose  directors,  &c.,  and  issued  £110,000  re- 
deemable in  ten  years  in  silver,  at  19s.  the  ounce, 
the  then  current  rate,  or  gold  in  proportion,  a 
tenth  part  annually.  About  the  same  time  the 
Massachusetts  treasury,  Avhicii  had  bi'eii  long 
shut,  was  opened,  and  tlie  debts  of  tAvo  or  three 
years  Avere  all  paid  at  one  time  in  bills  of  credit; 
to  this  was  added  the  ordinary  emissions  of  bills 
from  XcAv  Hampshire,  and  Connecticut,  and 
some  of  the  Roston  merchants,  tempted  by  an 
opportunity  of  selling  their  English  goods,  ha\  ing 
broke  through  their  engagements,  and  received 
:he  Rhode  Island  bills,  all  the  rest  soon  follOAA^ed 
he  example.  All  these  emissions  made  a tloAv 
of  money;  silver  rose  from  19j?.  to  27s.  the  ounce., 
ind  exchange  with  all  other  countries  consequently 
"ose  also,  and  every  creditor  Avas  defrauded  of 
ibout  one-third  of  his  just  dues.  As  soon  as 
ilcer  rose  to  27s.,  the  notes  issued  by  the  merchaiits 
myable  at  I9.s’.  were  hoarded  up,  and  no  longer 
inswered  the  purposes  of  money.  Although  the 
urreiicy  was  lessened  by  taking  away  the  notes, 
'et  Avhat  remained  never  increased  in  value, 
ih'er  continuing  several  years  about  the  same  I 
ate,  until  it  took  another  largo  jump.  Thus 
*ery  great  injustice  Avas  caused  by  this  AA'retched 
»aper  currency,  ami  no  relief  of  any  sort  obtained ; 
or  by  this  sinking  in  value,  though  the  nominal 
urn  Avas  higher  than  it  had  ever  been  before, 
et  the  currency  Avould  produce  no  more  sterling 
loney  than  it  Avould  have  done  before  the  late 
( mission  Avere  made.'’ 

39:2.  The  same  historian  continues,  p.  392,  sub 
. nno  1738,  “ Towards  the  end  of  the  year,  a great 
» lamor  arose  against  the  governor  for  adhering  to 
i is  instruction  about  paper  money,  and  against 
1 le  three  representatives  for  their  pernicious 
j riuciples  upon  the  subject  of  paper  money,  and 
a : the  town  election  for  1739,  three  others  AA'ere 
( loseu  in  their  stead,  two  of  them  professedly 
( isaffected  to  the  governor  and  promoters  of 
] jpuliu*  measures,  the  third,  though  of  great  ia- 
t grity,  and  for  that  reason  desirous  of  a fixed 
c irreucy,  yet  in  his  judgment  against  reducing 
t le  paper  money,  and  a favourer  of  schemes  for 
y -eventing  its  depreciation.  Many  country  toAvns 
t 'lloAved  the  example  of  Roston,  and  it  appeared 
t lat  a majority  of  the  House  AA'ere  of  the  same 
I 'inciples  Avilh  the  town  members.  Alter  Mr. 


Relcher’s  arrival,  the  House,  as  we  haA'c  observed, 
had  passed  a A^ote  for  depositing  £500  sterling  in 
I the  Rank  of  England,  to  be  used  as  they,  or  their 
j successors,  should  think  proper.  This  was  con- 
I curred  in  council,  and  consented  to  by  the  gover- 
nor. This  money,  it  was  said,  could  not  be  better 
applied,  than  in  soliciting  a relaxation  of  the  go- 
A'eriior’s  instruction  against  paper  money,  and 
Mr.  Kilby,  one  of  the  Roston  representatives,  Avas 
chosen  agent  for  the  House,  and  a petition  was 
by  him  presented  from  the  House  to  his  Majesty 
in  Council,  but  it  had  no  effect. 

“ A general  dread  of  clraAviug  in  all  the  paper 
money,  Avithout  a substitution  of  any  other  in- 
strument of  trade  in  the  place  of  it,  disposed  a 
great  part  of  the  province  to  favour  what  Avas 
called  the  land  bank,  a manufactory  scheme, 
Avdiich  AA'as  be^aIn,  or  rather  re\’i\'ed,  in  this  year, 
1739,  and  produced  such  great  and  lasting  mischief 
that  a particiUnr  relation  of  the  rise,  progress,  and 
overthrow  of  it  may  be  of  to  discoi  rage 

AND  PREVENT  ANA'  ATTEAIPTS  OF  THE  LIKE  NA- 
TURE IN  FUTi  RE  AGES.  Ry  a Strange  conduct  in 
the  general  c<-urt,  they  had  been  issuing  bills  of 
credit  for  eight  or  ten  years,  annually,  for  charges 
of  GoA'crmnent,  and  being  AA-illing  to  each  present 
year,  they  had  put  off  the  redemption  of  the  bills 
tis  far  as  they  could,  but  the  gOA'ernor  being  re- 
strained by  his  instruction  from  going  beyond  the 
year  1741,  that  }'ear  was  unreasonably  loaded 
Avith  thirty  or  forty  thousand  pounds^  sterling 
taxes,  Avhich,  according  to  the  general  opinion 
of  the  people,  it  Avas  impo.ssible  to  Icaw,  not 
only  on  account  of  the  large  sum,  but  be- 
cause all  the  bills  in  the  province  Avere  but  just 
sufficient  to  ]>ay  it,  and  there  Avas  A'ery  little 
silver  or  gold,  which  by  an  act  of  gOA-ernment  was 
alloAved  to  be  paid  for  taxes,  as  equiAuIent  to  the 
bills.  A scheme  Avas  laid  before  the  general 
court  by  the  author  of  this  historv,  then  oue  of 
the  representatives  of  Boston,  iirwhich  it  was 
proposed  to  borrow  in  England  upon  interest, 
and  to  import  into  the  proA'ince,  a sum  in  silver 
equal  to  all  th.‘  bills  then  extant,  and  therewith 
to  redeem  thorn  from  possessors,  and  furnish  a 
currency  for  the  inhabitants,  and  to  repay  the 
siU’er  at  distant  periods,  which  Avould  render  the 
burden  of  taxes  tolerable  by  an  equal  division  on 
a number  of  a future  years,  and  Avould  prevent 
the  distress  of  trade  by  the  loss  of  the  only  in- 
strument, the  bills  of  credit,  Avithout  another  pro- 
vided in  its  place.  Rut  this  proposal  was  rejected. 
One  great  frailty  of  human  nature — an  inability, 
or  indisposition,  to  coni|)are  a distant,  though 
certain,  inconvenience,  Avith  a present  com^eiii- 
ence  or  delight,  is  said  by  some  strangers,  who 
come  among  us  from  Euro]>e,  to  bo  ]trevalciit  iu 
Americans,  so  as  to  make  it  oueof  their  distinguish- 
ing characteristics.  Be  that  as  it  it  is  certain 
that,  at  this  time,  a great  number  of  priA’ate  per- 
sons, alleging  that  the  preceding  general  court, 
h.iving  suffered  the  proA’ince  to  be  brought  into 
distress,  from  A\  hich  it  was  not  in  the  poAA'cr  of 
their  successors  to  afford  relief,  the  royal  in- 
struction being  a bar  to  any  future  emissions  of 
bills,  until  all  ihat  Avere  then  extant  should  be 
redeemed,  resolved  to  interpose.  Royal  instruc- 
tions Avore^  no  l»ar  to  the  proceedings  of  private 
persons.  The  project  of  a bank  in  the  year 
1714  Avas  rcAuved.  The  projector  of  that  bank 
noAv  put  bimself  at  the  head  of  seven  or  eight 
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hundred  persons,  some  fcAv  of  rank  and  good 
estate,  but  generally  of  Ioav  condition  among  the 
plebeians,  and  of  small  estate,  and  many  of  them 
perhaps  iusoh'ent.  This  notable  company  were 
to  giA'e  credit  to  £150,000  laAvful  money,  to  be 
issued  in  bills,  each  person  being  to  mortgage  a 
real  estate,  in  proportion  to  the  sums  he  sub- 
scribed and  took  out,  or  to  give  bond  with  tAvo 
sureties,  but  personal  security  avus  not  to  be 
taken  for  more  than  £100  from  any  one  person. 
Ten  directors  and  a treasurer  Avere  to  be  chosen 
by  the  Company.  E\’ery  subscriber,  or  partner, 
was  to  pay  3 per  cent,  interest  for  the  sum  taken 
out,  and  5 per  cent,  of  the  jwincipal,  and  he  that 
did  not  pay  bills  might  pay  the  produce  ami 
manufacture  of  the  province  at  such  rates  as  the 
directors  from  Time  to  time  should  set,  and  they 
should  commonly  pass  iu  lawful  money.  The 
pretence  Avas  that,  bA-  thus  furnishing  a medium 
and  iustrument  of  trade,  not  only  the  inhabitants 
in  general  would  be  better  able  to  procure  tlie 
province  bills  of  credit  for  their  taxes,  but  trade, 
foreign  and  inland,  AA'ouId  revi\^e  ami  tlourish. 
The  fate  of  the  project  Avas  thought  to  depend 
upon  the  opinion  which  the  general  court  should 
form  of  it.  It  Avas  necessary,  theretbre,  to  have  a 
house  of  rcpreseiitatiA'cs  Avell  disposed.  Resides 
the  800  persons,  subscribers,  the  needy  i>art  of 
the  province  in  general  fa\'oured  the  scheme. 
One  of  their  A'Otes  Avill  go  as  far  in  popular 
election  as  oueof  the  most  opulent.  The  former 
are  most  numerous,  ami  it  appeared  that  by  far 
the  majority  of  the  represeiitatiAx*.s  for  1740  Avere 
.subscribers  to,  or  favoui’ers  of,  tlie  scheme,  and 
they  have  ever  since  been  distinguished  by  the 
name  of  the  laud  bank  house. 

Men  of  estates  aud  the  principal  merchants  iu 
the  province  abliorrecl  the  ]>roject,  aud  refused  to 
roceiA'e  the  bills,  but  great  numbers  of  shopkeepers, 
Avho  had  liA'od  for  a long  time  before  upon  the 
fraud  of  a de])reciatiiig  curreucy,  and  many  small 
traders,  gave  credit  to  the  bills.  The  directors, 
it  AVU.S  said,  by  a vote  of  the  company,  became 
traders,  and  issued  just  Avhat  bills  they  thought 
proper,  Avithout  any  fund,  or  security,  for  their 
e\'cr  being  redeemed.  They  purchased  every  sort 
of  comimKlity,  e\x*r  so  much  a drug,  for  the  sake 
of  pushing  off  their  bills,  ami  by  oue  means  or 
other  a hu*ge  sum,  perhaps  fifty  or  si.xty  thousand 
pounds,  AA'as  abroad.  To  lessen  the  temptation 
to  receive  the  bills,  a company  of  merchants  agreed 
to  issue  their  notes,  or  bills,  redeemable  by  sil\'er 
and  gold,  at  distant  periods,  much  like  the'seheme 
in  1733,  ami  attended  with  no  better  efiect.  The 
governor  exerted  himself  to  bla.st  this  fraudulent 
undertaking,  the  land  bank.  Xot  only  such  civil 
and  military  officers,  as  Avere  directors  or  partners, 
but  all  who  received  and  paid  any  of  the  bills, 
Avere  disi>laccd.  The  governor  negatived  the  per- 
son chosen  Sjieaker  of  the  House,  being  a director 
of  the  bank,  ami  afterwards  negatived  thirteen  of 
the  neAv  elected  councillors,  Avho  were  directors, 
or  partners  in,  or  rej^uted  faA’orors  of,  the  scheme. 
Rut  all  was  iusufficieiit  to  suppress  it.  Terhaps 
the  major  part  iu  uumber  of  the  inhabitants  of  the 
prttvince  openly,  or  secretly,  Avere  Aveli-wisliers  to 
it.  One  of  the  directors  afterAvards  acknowledged 
to  me,  that  although  he  entered  into  the  company 
with  a vieAv  to  the  public  interest,  yet  when  he 
found  Avhat  power  and  infiueuce  they  had  in  a 1 
public  concerns,  he  Ava.s  convinced  that  it  was 
part  It.  VOL.  1. 


more  than  belonged  to  them,  more  than  they  could 
make  a good  use  of,  and  therefore  umvarrautable. 
Many  of  the  most  sensible  discreet  persons  in  the 
province  saw  a general  confusion  at  hand.  The 
authority  of  Parliament  to  control  all  i)ublic  and 
private  persons  in  the  colonies  Avas,  in  that  day, 
questioned  by  nobody.  Af)]>lication  A\*as  there- 
fore made  to  Parliament  for  an  act  to  suppress 
the  company,  which,  notwithstanding  the  oppisi- 
tiun  made  by  their  agent,  Avas  very  easily  ob- 
tained, ami  therein  it  AX'as  declared  that  the  Act  of 
the  6tli  of  King  George  the  First,  chapter  18,  did 
and  does,  and  shall,  extenil  to  the  colonies  and 
plantations  in  America.  It  Ava.s  said  that  the  Act 
of  George  I.,  AA-hen  it  passed,  had  no  relation  to 
America;  but  another  Act,  tAvenfv  years  after, 
gave  it  a fi>rce  CA'cn  from  the  passing  it,  Avhich  it 
iioA'er  could  have  had  Avithout.  This  Avas  said  to 
be  an  instance  of  the  transcendant  j>OA\-er  of  Par- 
liament. Although  the  company  Avas  dissoh'ed, 
yet  the  Act  of  Pari  lament  gaAxthe  possessors  of  the 
bills  a right  of  action  against  CA-ery  partner  or 
director  for  the  sums  expressed,  with  interest. 
The  company  Avere  in  a maze.  At  a general 
meeting  some,  it  Avas  said,  AAcre  for  rumiing  all 
hazards,  although  the  Act  subjected  them  to  a 
pramiuiiire,  but  the  directors  had  more  prudence, 
aud  advised  them  to  declare  that  they  considered 
themselves  dissoUed,  and  met  only  to  consult 
upon  some  method  of  redeeming  their  bills  from 
the  possessors,  Avhicli  every  man  engaged  to  en  - 
dcaA'or,  iu  proportion  to  his  interest,  ami  to  pay 
iu  to  the  directors,  or  some  of  them,  to  burn  and 
destroy.  Had  the  company  issued  their  bills  at 
the  value  expressed  iu  the  face  of  them,  they 
would  haA'e  had  no  reason  to  complain  of  being 
obliged  to  redeem  them  at  the  same  rate,  but  as 
this  AA'as  not  the  case  iu  general,  and  many  of  the 
possessors  of  the  bills  hail  acquired  them  for  half 
their  A-alue,  as  expressed,  equity  could  n(4  be 
done,  and  so  far  as  respected  the  company,  per- 
haps Parliament-  Avas  not  very  anxious,  the  loss 
they  sustained  being  but  a just  penalty  for  their 
umvarrautable  umlertakiug,  if  it  had  been  ]>ro- 
perly  ajiplied.  Had  not  the  Parliament  inter- 
posed, the  province  AA'Ould  have  been  iu  the  utmost 
confusion,  and  the  authority  of  gOA'ernmeut  en- 
tirely iu  the  laud  bank  company."” 

393.  The  o])position  of  the  gOA'crnor,  Mr. 
Belcher,  to  the  laud  liauk,  aroused  a strong  ani- 
mosity against  him,  Avhich  succeeded  in  displacing 
him,  and  a iicav  governor  was  appointed.  L'lion 
his  assuming  office,  he  found  affairs  in  some  con- 
fusion. Rut  the  gi*and  att'uir  to  settle  aa’us  that 
of  the  bills  of  creilit.  The  instruction  was  ex- 
press not  to  consent  to  any  act,  which  should  con- 
tinue the  bills  beyond  tlie  time  fixed  for  their 
being  brought  iu.  If  this  was  complied  Avith,  a 
tax  must  have  been  made  for  the  Avhoie  sum  ex- 
tant in  that  year,  1741.  I'his,  it  Ava<  said,  aa'ouUI 
be  a burden  that  the  people  AA'ould  never  bear. 
Mr.  Shirley  (the  governor)  >vas  sensible  that  the 
intent  of  his  instructions  Avas  the  prevention  of  a 
depreciating  currency.  Xo  matter  hoAV  large  a 
sum  iu  bills  AA’as  current,  if  their  A*alue  could  be 
secured.  If  the  spirit  of  the  iuslruction  could  bo 
preser\*ed,  an  exact  conformity  to  the  letter  would 
not  be  required ; every  scheme  for  fixing  the 
value  of  the  bills  had  failed.  A now  project  aa'us 
reported  by  a committee  of  the  House,  and  ac- 
cepted, and  afterwards  concurred  by  the  coum  il, 
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and  consented  to  bv  the  governor.  This  was  a 
scheme  to  establish  an  ideal  measnre  in  all  trade, 
and  dealings,  let  the  instrument  be  what  it  would. 
The  Act  which  j)assed  the  court  declared  that  all 
contracts  should  be  understood  payable  in  silver, 
at  6s.  8d.  the  ounce,  and  gold  in  proportion.  Bills 
of  a new  form  were  issued,  *20s.  of  which  expressed 
in  the  face  of  the  bill  three  ounces  of  silver,  and 
they  were  to  be  received  accordingly,  in  all  public 
and  private  payments,  with  this  saving,  that  if 
they  should  depreciate  in  their  value,  an  addition 
should  be  made  to  all  debts,  as  much  as  the  de- 
preciation from  the  time  of  contract  to  the  time  of 
payment.  How  to  ascertain  the  depreciation  from 
time  to  time,  was  the  great  dilticulty  in  framing 
the  Act.  To  leave  it  to  a common  jury  would 
never  do.  There  was  some  doubt  whether  a house 
of  representatives  would  be  wholly  unbiassed. 
At  length  it  was  agreed  that  the  eldest  councillor 
in  each  county  should  meet  once  a year,  and  ascer- 
tain the  depreciation.  This  is  said  to  have  been 
the  scheme  of  Colonel  Stoddart  of  Northampton, 
a gentleman  of  good  sense  and  great  virtue,  who 
probably  saw  the  defects,  but  hojtcd  to  substitute 
a lesser  evil  in  the  ]>lace  of  a greater. 

“ This  at  best  must  have  been  a very  partial 
cure.  It  did  not  ]>revent  the  loss  from  the  depre- 
ciation of  the  bills  in  those  persons'  hands, 
through  which  they  were  continually  passing. 
All  debts,  which  were  contracted  and  paid  be- 
tween the  peridls  wlien  the  value  of  the  bills 
were  fixeilaiinnally,  could  not  be  affected  by  such 
fixing,  and,  unless  in  debts  of  long  standing, 
which  the  debtor  could  not  pay  without  an  action 
at  law,  demand  was  not  ordinarily  made  for  de- 
preciation, and  Avhat  rendered  it  of  little  effect  in 
all  other  cases,  the  councillors  appointed  to  esti- 
mate the  depreciation  never  had  tirmness  enough, 
in  any  instance,  to  make  the  full  allowance,  but 
when  silver  and  exchange  had  rose  20  per  cent, 
or  more,  an  addition  was  made  of  4 or  5 only. 
The  popular  cry  was  against  it,  and  one  year, 
when  Nathaniel  Ilnbbard,  Esq.,  the  eldest  coun- 
cillor for  the  county  of  Bristol,  a gentleman  of 
amiable  character,  and  who  tilled  the  several 
posts  he  sustained  w'ith  applause,  endeavoured  to 
approach  nearer  to  a just  allowance  than  had 
been  made  in  former  years,  he  felt  the  resentment 
of  the  House,  who  left  him  out  of  the  council  the 
next  election.  In  short,  the  Act  neither  pre- 
vented the  depreciation  of  the  bills  nor  afforded 
relief  in  case  of  it,  and  was  of  no  other  service 
than  to  serve  as  a warning,  when  an  Act  passed 
for  the  establishing  a fixed  cuiTency  a few  years 
after,  to  leave  nothing  to  be  done  by  any  person, 
or  bodies  of  men,  or  even  future  legislatures,  to 
give  the  Act  its  designed  effect,  but  in  the  Act 
itself,  to  make  full  provision  for  its  execution  in 
every  part.” 

“ in  1 747,”  continues  the  historian,  p.  435,  “ By 
the  expedition  to  Louisburgli,  the  preparation  for 
the  reduction  of  Canada,  and  the  several  supplies 
of  men  for  Nova  Scotia,  the  province  had  issued 
an  immense  sum  in  bills  of  credit,  between  two 
and  three  millions,  according  to  their  denoinina- 
tiou  in  the  currency.  The  greatest  part  of  this 
sum  had  been  issued  when  between  five  and  six 
six  hundred  pounds  was  equal  to  about  £100 
sterling,  and  perhaj)s  the  real  consideration  the 
Government  received  from  the  inhabitants  who 
gave  credit  to  them  was  near  £400,000  sterling. 


and  the  whole  debt  of  the  province  did  not  much 
exceed  £200,000  sterling.  Thus  the  people  had 
paid  £200,000,  sterling  in  two  or  three  years,  besides 
a large  sum  raised  by  taxes  each  year,  as  much 
as  it  was  suj)poscd  the  people  were  able  to  pay ; 
but  to  pay  by  the  depreciation  of  the  bill.s, 
although  iniinitely  unequal,  yet,  as  they  wore 
shifting  hands  everyday,  it  was  almost  insensible, 
a possessor  of  a large  sum  for  a few  days,  not 
perceiving  the  difference  in  their  value  between 
the  time  when  he  received  them,  and  the  time 
wdien  he  parted  with  them.  The  apprehension 
of  their  depreciation  tended  to  increase  it,  and 
occasioned  a quick  circulation  for  some  time, 
even  for  English  goods,  which  ordinarily  sell  for 
the  longest  credit,  nobody  preteiule<l  to  ask 
credit.  Tlu-y  -were  constantly,  ho-wever,  dying 
in  somebody's  hand,  though  nobody  kept  them 
long  by  them.  Business  was  brisk,  men  in  trade 
increased  their  figures,  but  w'cre  sinking  the  real 
value  of  their  stock,  and,  what  is  w'orse,  by  en- 
deavours to  shift  the  loss  attending  sucli  a per- 
nicious currency  from  one  to  another,  fraudulent 
dispositions  and  habits  are  acqnire<l,  and  the, 
morals  of  the  people  depreciate  with  the  cur- 
rency. 

“The  Goverament  wa.s  soliciting  for  the  reim- 
bursement of  the  charge  in  taking  and  securing 
of  Cape  Breton,  and  by  the  address,  assiduity, 
and  fidelity  of  William  Bollan,  Esq.,  who  was 
one  of  the  agents  of  the  province  for  that  i>iirpose, 
there  was  a hopeful  prospect  that  the  full  sum, 
£180,000  sterling,  would  be  obtained. 

“ Some  of  the  ministry  thought  it  sufficient  to 
grant  such  sum  as  would  redeem  the  bills  issued 
tor  the  expedition,  &c.,  at  their  depreciated 
value,  and  Mr.  Kilby,  the  other  agent,  seemed  to 
despair  of  obtaining  more;  but  Mr.  Bollan,  who 
had  an  intimate  knowledge  of  our  public  affairs, 
set  the  injustice  of  this  proposal  in  a clear  light, 
and  made  it  evident  that  the  depreciation  of  the 
bills  was  as  effectually  a charge  borne  by  the 
people,  as  if  the  same  proportion  of  bills  had 
been  drawn  on  by  taxes,  and  refused  all  proposals 
of  accommodation,  insisting  upon  the  full  value  of 
the  bills  when  issued.  He  certainly  has  great 
merit  for  this  and  other  services. 

“Mr.  Ilurchinson,  who  was  then  Speaker  of 
the  House  of  Representatives,  imagined  this  to 
be  a most  favourable  opportunity  for  abolishing 
bills  of  credit,  the  source  of  so  much  iniquity,  and 
for  establishing  a stable  currency  of  gold  and 
.silver  for  the  future.  About  £2,200,000  would 
be  outstanding  in  bills  in  the  year  1749.  One 
hundred  and  eighty  thousand  pound.s  sterling,  at 
eleven  for  one,  which  was  the  lowest  rate  of 
exchange  with  London  for  a year  or  two  before, 
and  perhap.''  the  difference  was  really  twelve  f(»r 
one,  would  redeem  £1,980,000,  which  would 
leave  but  £220,000  outstanding ; it  was,  therefore, 
proposed  that  the  sum  granted  by  Parliament 
should  be  shipped  to  the  province,  in  Spanish 
milled  dollars,  and  applied  for  the  redemption  of 
the  bills,  as  far  as  it  would  serve  for  that  purpose, 
and  that  the  remainder  of  the  bills  should  be 
drawn  in  by  a tax  on  the  year  1749.  This 
would  finish  "the  bills.  For  the  future,  silver  of 
sterling  alloy,  at  6s.  8d.  the  ounce,  if  payment 
should  be  made  in  bullion,  or  otherwise,  milled 
dollars,  at  6s.  each,  should  be  the  lawful  money 
of  the  province,  and  no  person  should  receive  or 
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pay,  within  the  province,  bills  of  credit  of  any  of 
tlie  other  governments  of  New  England.  This 
proposal  being  made  to  the  governor,  he  approved 
of  it,  as  founded  in  justice,  and  tending  to  ]>romote 
the  real  interest  of  the  province,  but  he  knew  the 
attachment  of  the  people  to  paper  money,  and 
supposed  it  impracticable.  The  speaker,  however, 
laid  the  projiosal  before  the  house,  where  it  was 
received  with  a smile,  and  generally  thouglit  to  be 
an  Utopian  project,  and  ratlier  out  of  deference  to 
the  sjwaker,  than  from  an  apprehension  of  any 
eftV*ct,  the  house  appointed  a committee  to  con- 
sider of  it.  The  committee  treated  it  in  the  Siime 
manner,  but  reported  that  the  speaker  should  be 
de.sired  to  bring  in  a bill  for  the  consideration  of 
the  lioiise.  AVhen  this  came  to  be  known  abroad, 
exceptions  were  taken,  and  a clamour  raised  from 
every  quarter.  The  major  part  of  the  ])eopIe  in 
number,  were  no  sufferers  by  a depreciating  cur- 
rency, tlie  number  of  debtors  is  always  more  than 
the  number  of  credib>rs;  and  although  debts  on 
specialties  had  allowance  made  in  judgments  of 
court  for  depreciation  of  the  bills,  yet  on  simple 
contracts,  of  which  there  were  ten  to  one  specialty, 
no  allowance  was  made.  Those  who  Avere  for  a 
fixed  currency  Avere  divided.  Some  supposed  the 
bills  might  be  reduced  to  so  .small  a quantity,  as 
to  be  fixed  and  stiible,  and  therefore  AAere  for  re- 
deeming as  many  by  bills  of  exchange,  as  should 
be  thought  superfluous;  otliers  Avere  for  putting 
an  end  to  the  bills,  but  in  a gradual  Avay,  other- 
Avise  it  Avas  said  a fatal  shock  would  be  given  to 
trade.  This  last  Avas  the  objection  of  many  men 
of  good  sense.  Douglass,  Avho  had  Avrote  Avell 
upon  the  pajjer  currency,  and  had  been  the  oracle 
of  the  anti-paper  party,  AA^as  among  them,  and,  as 
his  manner  Avas  with  all  Avho  differed  from  him, 
discovered  as  much  rancour  against  the  author 
and  promoters  of  this  new  j)roject,  as  he  had  dune 
against  the  fraudulent  contrivers  of  paper  money 
emissions. 

“ The  bills,  it  aa'os  said,  had  sunk  gradually  in 
their  A^alue  from  6s.  lO^d.  to  60s.  the  ounce,  by 
this  means,  creditors  had  been  defrauded,  it  Avas 
but  reasonable  they  should  rise  gradually,  that 
justice  might  be  dime.  But  the  creditors  and 
debtors  Avould  not  be  the  same  in  one  instance  in 
a thousand,  and  Avhere  this  Avas  not  the  case  the 
injury  Avas  the  same  to  oblige  any  one  to  pay 
more,  as  to  receive  less,  than  was  justly  due. 
Others  Avere  for  exchanging  the  bills  at  a loAvcr 
rate  than  the  then  current  iirice  of  sih'er.  The 
inhabitants  had  given  credit  to  the  government 
Avhen  silA'cr  was  at  30s.  the  ounce,  and  ought  to 
be  paid  accordingly.  Two  of  the  representatiA'cs 
of  Boston  urged  tlicir  being  exchanged  at  30s., 
Avliich  Avould  have  given  a most  unreasonable 
profit  to  the  present  pos.sessor,  avIio  had  taken 
them  at  55s.  or  60s.  To  draw  OA^er  some  of  this 
party  concessions  A\'ere  made,  and  the  bills  were 
exchanged  at  50s.  the  ounce,  instead  of  55s.,  as 
Avas  at  first  proposed. 

“ Some  of  the  directors  ami  principal  pro- 
moters of  the  land  bank  scheme,  being  at  this 
time  members  of  the  general  court,  unexpectedly 
joined  Avith  the  party,  avIio  Avere  for  finishing 
paper  money;  but  the  opposition  Avas  so  great, 
that  after  many  Aveeks  spent  in  debating  and 
settling  the  se\  eral  parts  of  the  bill,  and  a wiiole 
day’s  debate  at  last  in  a committee  of  the 
whole  house,  upon  the  expediency  of  pas.sing 
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the  bin,  as  thus  settled,  it  was  rejected,  and  the 
report  of  the  committee  accepted. 

“ It  seem.s  to  be  of  no  consequence  to  the  pre- 
rogatiAT^  AAhcther  the  currency  of  a colony  be 
silver  or  paper ; but  the  royal  instructions,  from 
time  to  time,  for  preventing  a depreciating  cur- 
rency, caused  merely  by  a gracious  regard  to  the 
interest  of  the  people^  had  generally  engaged, 
what  was  called  the  country  party,  in  opposition 
to  them,  and  in  favor  of  paper.  It  was  the  case 
at  this  time.  IIoAA*eA'er,  the  next  morning,  two 
of  tlie  members  of  the  house,  zealous  adherers  to 
this  party,  and  avIio  had  been  strong  oiqwsers  of 
the  bill,  came  early  to  tlie  house  to  Avait  the 
coming  of  the  speaker,  and  in  the  lobby  let  him 
knoAv,"that  although  they  AA-ere  not  satisfied  AA’irh 
several  ])arts  of  tlie  bill,  yet  they  were  alarmed 
Avitli  the  danger  to  (he  province  from  the  schemes 
of  those  persons,  who  As^ere  for  a gradual  reduc- 
tion of  the  bills,  and  by  that  means  for  raising 
the  value  of  the  currency,  without  any  provision 
for  the  relief  of  debtors,  and  therefore  they  had 
changed  their  minds;  and  if  tlie  bill  could  be 
brouglit  forAvard  again  they  Avould  give  their 
voice  for  it,  and  others,  avIio  had  opposed  it, 
Avould  do  tlie  same.  The  speaker,  who  had 
looked  uj)on  any  further  attempt  to  be  to  no 
purpose,  acquainted  them  that  he  did  not  think  it 
proper  to  desire  any  of  the  favorers  of  the  bill  to 
move  for  a reconsideration  of  it,  inasmuch  as  it 
had  been  understood,  and  agi*eed  in  the  house, 
the  day  before,  that  if,  upon  a full  debate  had, 
the  bill  should  be  rejected,  no  further  motion 
should  be  made  about  it.  As  st>on  as  the  house 
met,  upon  a motion  by  one  of  these  members, 
seconded  by  the  other,  the  bill  was  again  brought 
under  consideration,  and  passed  the  house,  as  it 
afterwards  did  the  council,  and  had  the  governor's 
consent.  The  provision  made  by  this  Act  for 
the  exchange  of  the  bills,  and  for  e.stablishiiig  a 
silver  currency,  was  altogether  conditional,  and 
depended  upon  a grant  of  Parliament  for  reim- 
bursement of  the  charge  of  the  Cajie  Breton  expe- 
dition. This  being  at  a distance,  and  not  absolutely 
certain,  the  Act  had  no  sudden  effect  upon  the 
minds  of  the  people,  but  A\iien  the  iicaa's  of  the 
grant  arrived,  the  discontent  apjieared  more 
visible,  and  upon  the  arrival  of  the  money,  there 
were  some  beginnings  of  tumults,  and  the  authors 
aud  promoters  of  the  measure  >vere  threatened. 
The  government  pa-^sed  an  Act  Avith  a severe 
penalty  against  riots,  aud  ai»peared  determined  to 
carry  the  other  Act  for  exchanging  the  bills  into 
execution.  The  apprehension  of  a shock  to  trade 
proved  groundless;  the  bills  being  dispersed 
through  every  part  of  the  province,  the  silver  took 
place  instead  of  them,  a good  currency  Avas  insen- 
sibly substituted  in  the  nKuii  of  a bad  one,  aud 
every  branch  of  business  Avas  carried  on  to  greater 
advantage  than  before.  The  other  governments, 
especially  Connecticut  and  Bhode  Island,  Avho  re- 
fused, upmi  being  invited,  to  conform  their  cur- 
rency to  the  Massachusetts,  felt  a shock  in  their 
trade,  A^'hich  they  have  not  yet  recovered.  I'lie 
latter  liad  been  the  importers  for  the  Massa- 
chusetts, of  We.st  India  goods,  for  many  years, 
Avhich  cciused  at  once.  Ncav  Hamiishire,  after 
some  years,  revived  its  business,  and  increased 
their  trade  in  English  goods,  Avhich  formerly  they 
] had  been  supplied  Avith  from  the  ^lassachusetts.” 

394.  Thus  Ave  see  exemplified  in  this  colony. 
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exactly  the  same  phenomena  as  we  have  already 
((bserved  in  En^daiid  and  Irehiml  from  excessive 
issues  of  ]>aper.  Moreovci*,  we  see  that  when  a 
paper  currency,  which  was  jn'catly  depreciated, 
was  in  circulation,  and  another  was  issued,  a great 
deal  more  depreciated,  the  paper  currency  which 
was  the  less  depreciated  immediately  disappeared 
from  circulation.  The  following  figures,  shewing 
the  exchange  with  London  and  the  price  of  silver, 
in  Massachusetts,  will  illustrate  their  rise  iu  con- 
sequence of  i>aper  issues  : — 


Exchange 

Silver 

Exchange 

Silver 

with 

per 

witli 

per 

London. 

ounce. 

London. 

ounce. 

1702  . 

. i:i‘i  . 

. 6 10^ 

1728  . 

. ;i4o  . 

. 18  0 

1705  . 

. 13.5  . 

. 7 0 

17:40  . 

. 380  . 

. 2<  l 0 

1713  . 

. l.V)  . 

. 8 0 

17:17  . 

. ,500  . 

. 26  0 

171.>  . 

. 1 7.1  . 

. 9 3 

1741  . 

. 5,50  . 

. 28  0 

1717  . 

. 22.5  . 

12  0 

1749  . 

.IKK)  . 

. GO  0 

1722  . 

. 270  . 

14  0 

395. 

"U'e  have  not  such  full  and  mimito  records 

of  the  issues  of  ]>aper  ctirrency  in  the  other  colo- 
nies as  in  Massachusetts,  and  the  story  must  be 
pretty  much  the  same  in  all.  AVe  shall,  therefore, 
be  very  brief  in  regard  to  the  other  states.  In 
170*2,  the  colonies  were  called  iii)on  to  join  in  the 
war  between  England  and  Spain,  and  South  Ca- 
rolina fitted  out  ail  expedition  against  the  Spanish 
settlement  of  St.  Augustine,  which  left  her  with  a 
debt  of  =£0,000  sterling.  The  legislature  passed 
an  Act  to  stam]>  bills  of  cre<lit.  For  five  or  six 
years  these  were  not  depreciated.  Hut  they  were 
afterwards  issued  iu  such  profusion,  that  they  be- 
came nntre  depreciated  than  iu  almost  any  other 
colony  except  Massachusetts. 

3i»H.  In  I70:i  Harbiuloes  adopted  the  scheme  of 
Mr.  AVoodbridge,  of  New  England,  for  creating  an 
issue  of  paper  money,  ami  emitted  4!80,000  at 
4 per  cent.,  the  usual  rate  of  interest  being  10  per 
cent.  The  bills  fell  to  40  ]>er  cent,  discount  soon 
after  they  were  issued,  and  threw  everything  into 
confusion  iu  the  island.  A few  years  afterwards, 
orders  were  sent  mu  from  the  court  of  England  to 
the  (iovernor,  Mr.  C'roM',  to  remove  from  the 
Council,  and  all  ])laces  of  trust,  all  who  had  been 
concerned  in  the  isvsue  of  paper. 

:397.  hi  1709,  an  ex]H*dition  against  Canada 
was  planned,  and  New  A"ork  issued  £)];COOO  in 
bills,  to  til  it  out.  The  bills  were  valued  at  8.s. 
the  ounce  in  silver,  and  b(»re  interest.  Tliis 
State  w*as  one  of  the  most  moderate  in  its  issues, 
and  the  exchange  with  London  never  exceeded 
190.  In  the  same  year  New  .lersey  issued  £8,000 
in  bills,  to  be  cancelled  the  same  year,  and  in 
1711  it  issued  £.>,000,  to  be  cancelled  in  1712  and 
1713.  In  1750,  the  AVest  Jersey  cnrrcncy  -was 
equal  to  that  of  IVniisylvania,  and  the  East 
Jersey  currency  to  that  of  New*  A'ork. 

398.  Jn  I7io,  Rhode  Island  was  ordered  to 
contribute  to  the  Canada  expedition.  She  then 
commenced  the  issue  of  paper  money,  or  as  the 
inveterate  enemy  of  pajier  money,  Dr.  Douglass, 
says,  “ She  has  found  that  the  most  benelicial 
business  has  been  bankings  or  ncgociating  a base, 
fraudulent  paper  money  currency.”  From  1710 
to  1747,  this  Stare  issued  at  various  times,  on  the 
whole  £31*2,000,  which  was  redeemed  at  different 
times.  In  1748,  Parliament  voted  money  to  the 
colonies  to  defray  the  expenses  they  liad  been 
put  to,  and  Rhode  Island  applied  the  money  to 
redeem  the  paper  cnrrency,  and  in  that  year  paid 
off  £88,725.  In  1750,  it  had  not  more  than 


£708  sterling  outstanding.  But  it  had  issued  in 
addition  another  species  of  paper,  to  the  amount 
of  £390,000,  in  loans  on  land  and  other  securities. 
There  had  been  no  increase  in  these  since  1747, 
and  they  were  being  gradually  reduced.  The 
exchange  in  1750  stood  at  200. 

399.  In  1712,  North  Carolina  engaged  in  w ar 
with  the  Tuscaroras,  an  Indian  tribe  settled 
within  its  limits,  and  issued  bills  to  the  amount 
of  £8,000.  In  the  same  year  South  Carolina 
issued  “ a Bank  ” of  £48,000.  Exchange  rose  in 
the  first  vear  to  150;  in  the  second  to  *200;  in 
1731  it  stoiid  at  700,  and  continued,  w'ith  very 
little  vai’iatioii,  at  that  rate  for  more  than  forty 
years. 

400.  In  1723,  Pennsylvania  made  its  first 

issue  of  paper  money'.  In  !March  it  issued 
£15,000  of  bills  upon  land,  or  plate,  deijosited 
with  the  loan  office;  it  charged  5 per  cent.,  and 
made  the  bills  legal  tender,  on  itain  of  forfeiting 
the  debt,  or  the  commodity.  Ilcavy  penalties 
were  enacted  against  making  a difference  between 
paper  and  money'.  It  was  also  enacted  that  one- 
eighth  of  the  principal,  as  well  as  the  interest, 
should  be  annually  paid.  The  same  year  a fresh 
issue  of  £30,000  was  made.  The  usual  conse- 
quence follow'ed.  Specie  had  once  been  abundant 
ill  the  colony,  but  it  soon  di&ai>pearcd ; and  loud 
complaints  ^vere  made  that  as  all  their  money  was 
paper,  tliey  liad  very  little  gold  and  silver,  and 
when  anv  came  in,  it  was  accounted  a.s  merchan- 
dize. Adam  Smith  says  of  this  Pennsylvania 
]>aper,  “ The  government  of  Pennsylvania  indeed 
pretended,  upon  their  first  emission  of  paper 
money  in  1722,  (1723)  to  render  their  paper  of 
e(pial  value  with  gold  and  silver,  by  enacting 
penalties  against  all  those  who  made  any  differ- 
ence in  the  price  of  their  goods  Avhen  tlRw  sold 
them  for  a colony  paper,  and  when  they  sold  tliem 
for  gold  and  silver ; a regulation  e<pially  tyran- 
nical, but  much  less  effectual  than  that  which  it 
was  meant  lo  support.  A positive  law  may  render 
a shilling  a legal  tender  for  a guinea,  because  it 
may'  direct  the  courts  of  justice  to  discharge  the 
debtor  who  has  made  that  tender.  But  no  posi- 
tive law'  ean  oblige  a person  who  sells  goods,  and 
who  is  at  liberty'  to  sell  or  not  to  sell,  as  he  pleases, 
to  accept  of  a shilling  as  equivalent  to  a guinea  in 
the  price  of  them.  Notwithstanding  any  regula- 
tion of  thi^  kind,  it  ap]>earcd  by  the  course  of 
exchange  w ith  Great  Britain,  that  £100  sterling 
was  occasionally  considered  an  equivalent  in  some 
of  the  coloiiies'to  £130,  and  in  others  to  so  great 
a sum  as  £1,100  currency;  this  diflercnce  in  the 
value  arising  from  the  difference  in  fhe  quantity 
of  paper  emitted  iu  the  different  colonies,  and  in 
the  distance  and  probability  of  the  term  of  its 
final  discharge  and  redemption.  * * * 

“Pennsylvania  was  always  more  moderate  in 
its  emission  of  paper  money  than  any' other  of  our 
colonies.  Its  jiajier  currency',  accordingly',  is  said 
never  to  have  sunk  below  the  value  ot  the  gold 
and  silver,  which  was  current  in  the  colony  before 
the  first  emission  of  its  paper  money.  Before  that 
emission  the  colony  had  raised  the  denomination 
of  its  coin,  and  had,  by  act  of  Assembly,  ordered 
5s.  sterling  to  pass  in  the  colony  for  6s.  3d.,  and 
afterwards  for  6s.  8d.  A pound  colony  currency, 
therefore,  even  when  that  currency  Avas  gold  and 
silver,  was  more  than  30  per  cent,  below'  the  value 
of  a pound  sterling,  and  when  that  currency  w'as 
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turned  into  paper,  it  was  seldom  more  than  30  per 
cent,  below  that  value.  The  pretence  for  raising 
the  denomination  of  the  coin,  was  to  prevent  the 
exportation  of  gold  and  silver,  by  making  equal 
quantities  of  those  metals  pass  for  greater  sums 
ill  the  colony  than  they  did  in  the  mother  coontry. 
It  w'as  found,  however,  that  the  jirice  of  all  goods 
from  the  mother  country  rose  exactly  in  propor- 
tion as  they  raised  the  denomination  of  their  coin, 
so  that  their  gold  and  silver  were  exported  as  fast 
as  ever.” 

401.  In  this  passage,  Adam  Smith  has  much 
nnderrated  the  depreciation  of  the  provincial  paper 
in  general.  So  far  from  Pennsylvania  maiutaining 
her  paper  of  ctpial  value  Avith  gold  and  silver,  avc 
find  that  from  1723  to  1726  the  price  of  gold  Avas 
£6  6s.  6d.,  and  sih'er  8s.  3d.  the  ounce  ; and  from 
1730  to  1738,  gold  AA'as  £6  9s.  3d.,  and  silver 
8s.  9d.  the  ounce,  and  the  exchange  Avith  Great 
Britain  iu  1748  Ava.s  180,  as  may  be  seen  in  tlie 
subsequent  table. 

402.  In  1734  Maryland  began  to  issue  paper 
money,  Avhich  it  lUd  to  the  amount  of  £90,000. 
In  1740,  8s.  of  Peiinsylvauia  currency  Ava.s  equal 
to  12s.  of  Maryland  ; and  in  1748,  £200  Maryland 
Avas  equal  to  £100  sterling.  \’'irginia  Avas  the 
only  colony  Avhich  abstained  from  paper  issues 
till  the  AVar  of  Independence. 

403.  The  fulloAviug  figures  shew  the  state  of 
the  A'arious  colonial  currencies  compared  to  £100 
sterling : — 
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1740 

174S 

New  England  .... 

.525  . . . 

IKK) 

New  York  

160  . . . 

190 

New  Jersey 

IGO  . . . 

ISO 

Pennsylvania  .... 

170  . . . 

I.SO 

Maryland 

2(K)  . . . 

21 K) 

North  C^arolina .... 

14(K)  . . . 

KKK) 

South  Carolina  .... 

800  ..  . 

7.50 

Rhode  Island  .... 

200  ..  . 

2iK) 

Virginia 

« • e • • 

120 

This  table  sIicavs  that  the  depreciation  aa  os  very 
much  more  extensiA’e  than  Adam  Smith  supposed, 
and  that  he  Ava.s  quite  Avrong  in  supposing  that  the 
Pennsylvania  paper  did  not  full  beloAv  specie. 

404.  At  length  the  intolerable  state  of  these 
colonial  currencies,  being  a perfect  nuisance  to 
trade,  Avas  brought  before  Pai  liament,  and  an  Act, 
Statute  1751,  c.  53,  aa'us  passed  to  regulate  and 
restrain  paper  liills  of  credit  iu  Rhode  Island, 
Providence,  Connecticut,  Massachusetts  Bay,  and 
Ngav  Hampshire.  By  this  Act,  after  stating  that 
the  Statute  of  Auiie  for  ascertaining  the  rate  of 
foreign  coins  in  the  American  plantations  had 
been  frustrated  iu  the  above  colonies,  by  the  As- 
semblies issuing  great  quantities  of  bills  of  credit, 
and  making  them  legal  tender,  it  enacted  that  after 
the  29th  Se|)tember,  1751,  no  goA'ernor  of  these 
provinces  was  to  give  his  assent  to  any  bill  creat- 
ing such  paper  currency,  on  any  pretence  Avhat- 
ever,  or  to  prolong  the  period  of  calling  in  the 
existing  bills,  Avlilch  Avere  all  to  be  called  in 
strictly  according  to  their  tenor.  But  the  Assem- 
blies might  create  bills  for  the  cuiTcnt  service  of 
the  year,  jirovided  funds  Avere  prepared  to  redeem 
them  in  two  years ; or  iu  the  case  of  extraordi- 
nary emergencies  of  government,  such  as  Avar,  or 
iuviisiim,  but  in  such  a c<ise  ample  provision  must 
be  made  to  redeem  them  Avithiu  live  years.  And 
after  the  same  day,  no  jiaper  currency  of  any  sort 
or  description  Avas  to  be  made  legal  tender. 

405.  Twelve  years  later,  this  Act  was  made 


general,  and  applied  to  all  the  American  colonies. 
By  the  Act,  Statute  1763,  c.  34,  reciting  that  gi*eat 
quantities  of  bills  of  credit  had  been  made,  and 
issued,  and  declared  legal  tender,  by  Acts  of  the 
(liff’ereiit  Assemblies,  and  that  they  had  greatly 
depreciated  in  value,  by  Avhich  means  debts  had 
been  paid  Avith  a much  less  value  than  had  been 
contracted  for,  it  enacted  that  after  the  1st  Sep- 
tember, 1764,  any  Act  creating  bills  of  credit,  and 
paper  money  of  all  sorts,  legal  tender,  should  be 
void,  a.s  Avell  as  any  Act  made  to  prolong  tlic  legal 
tender  of  existing  bills  beyond  the  period  for  call- 
ing them  in.  It  the  governor  ot  any  ]>ro\*iuce 
gave  his  assent  to  anv  Act  for  the  above  piu*i)Oscs, 
he  should  forfeit  £1,000,  be  immediately  dismissed 
from  his  office,  and  for  ever  be  incapable  of  being 
employed. 

406.  This  measure  w'as  vehemently  opiiosed  by 
Franklin,  Avho,  in  1 764,  drew  up  a paper  in  ansAver 
to  the  reasons  assigned  in  a Report  from  the  Board 
of  Trade  for  its  adoption.  This  paper  contains  a 
most  curious  mixture  of  truth  ami  error  {Memoirs, 
Edition  London^  1833,  Vol.  1 . p.  356),  tor  he  is 
still  infected  Avith  the  error  that  the  balance  of 
trade  Avas  the  cause  of  the  disappearance  of  gold 
and  silver.  He  strenuously  defends  the  use  of 
paper  money  iu  the  states,  w'hile  acknoAvledging 
its  excessive  issues  on  some  occasions.  He  says, 
“ Fennsvlvania,  before  it  made  any  jiapcr  money, 
Avas  totally  stript  of  its  gold  and  silver,  tliougli 
they  had  from  time  to  time,  agreed  to  take  gold 
and  silver  coins  at  higher  and  higher  nominal 
values,  in  hopes  of  drawing  money  into  and  retaili- 
ng it  fur  the  internal  uses  of  the  province.  During 
that  weak  practice  silver  got  up  by  degrees  to 
8s.  9d.  per  ounce,  and  English  cro\A*ns  Avere  called 
6,  7,  and  8 shilling- ])ieces  long  before  paper  luoney 
Avas  made.  But*  this  practice  of  increasing  the 
denomination  Avas  found  not  to  answer  tlie  end. 
The  balance  of  trade  carried  out  tlie  gold  and 
silver  as  fast  as  it  Avas  brought  iu,  the  merchants 
raising  the  ]U'ice  of  their  goods  in  projiortion  to 
the  increased  denomination  of  the  money.  The 
difficulties  for  want  of  cash  were  accordingly  very 
great,  the  chief  part  of  the  trade  being  carried  on 
by  the  extremely  incouveuieut  metliod  ol  barter ; 
wdien  in  17*23,  paper  money  Avas  tirst  made  there, 
which  gave  new  life  to  business,  promoted  greatly 
the  settlement  of  iioav  lands  (by  lending  small 
sums  to  beginners  on  easy  interest  to  be  rcjiaid 
by  instalments,)  Avhereby  the  province  has  so 
greatly  increased  in  inhabitants,  that  the  export 
from  hence  thither,  is  noAV  more  than  tenfold  what 
it  then  Avas,  and  by  their  trade  Avith  foreign  colo- 
nies they  ha\'e  been  able  to  obtain  great  quantities 
of  gold 'and  sih’er  to  remit  iiither,  iu  i-eturn^  for 
the  manufactures  of  this  country.  New  \ork 
and  NeAv  Jersey  have  also  increased  greatly 
during  the  same  ])eriod,  Avith  the  use  ot  jiaper 
money;  so  that  it  does  not  appear  to  be  of  the 
ruinous  nature  ascribed  to  it.  And  if  the  inhabi- 
tants of  those  countries  are  glad  to  have  the  use 
of  paper  among  themselves,  that  they  may  thereby 
be  enabled  to  spare  for  remittances  hither,  the 
gold  and  sil\-er  they  obtain  by  their  commerce 
with  foreigners,  one  aa'ouUI  expect  that  no  objec- 
tion against  their  jiartiiigAvith  it  could  arise  here, 
in  the  country  that  receives  it.” 

407.  Franklin  admits,  that  iu  particular 
instances,  at  p;u*ticular  times  and  place.s  during 

j times  of  Avar  and  danger,  and  in  some  cases,  as  iu 
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New  England,  from  excessive  issues,  the  mer-  | for  tmn  a hushel  of  wheat  Ant  other  welt. 
chants  trading  to  these  colonies  might  sometimes  founded  cnedit  is  as  much  an  kquivai-ent 


have  suffered  by  a sudden  and  unforeseen  rise  of 
exchange.  But  he  sa3’s  that  the  merchants 
trading  to  the  middle  colonies,  (New  York,  New 
Jersey,  and  rennsylvaiiia)  had  never  suffered  by 
any  rise  of  exchange,  as  it  was  a constant  rule 
there  to  consider  British  debts  as  i*ayable  in 
Britain,  and  only  to  be  discharged  by  as  much 
paj>er  as  would  purchase  a bill  for  the  full 
sterling  sum,  whatever  the  rate  of  exchange 
might  be.  The  use  of  paper  money  had  been 
beneficial,  both  to  the  merchants  and  the 
colonists,  who  were  so  sensible  of  its  benefits, 
that  they  had  petitions  to  have  it  allowed. 

408.  It  was  alleged  in  the  report  of  the  Board 
of  Trade,  that  every  medium  of  trade  should  have 
an  intrinm'  value^  whicli  paper  money  has  not. 
Gold  and  silver  are,  therefore,  the  fittest  for  this 
medium,  as  they  are  an  equivalent,  which  paper 
can  never  be.”  In  rejdying  to  this,  Tranklin  has 
some  true  remarks,  lie  urges  the  hardship  of 
putting  down  \>n\m  in  the  colonies,  when  the 
greater  j»art  of  bu.'iiuess  in  Loudon  was  carried 
on  with  bank  bills,  and  bankers’  notes,  which 
had  no  intrinaic  value,  but  rested  on  the  credit  of 
those  that  issued  them,  as  paper  bills  in  the 
ctdonies  did  on  the  credit  of  tlic  respective 
goveniments  tliere.  He  defends  their  being  made 
legal  tender,  and  redeemable  after  a certain 
time.  “At  tliis  very  time,”  he  says,  “even  the 
silver  money  in  England  is  obliged  to  be  the  legal 
tender  for  part  of  its  value,  that  part  which  is 
the  difference  between  its  real  weight  and  its 
denomination.  Great  part  of  the  shillings  and 
sixpences  now  current,  are  by  wearing  become 
5,  10,  20,  and  some  of  the  sixpences  even  50  per 
cent,  too  light.  For  this  difference  between  the 
real  aiul  the  jwmhtal,  \'ou  have  no  intrinsic  value  ; 
you  have  not  so  much  as  i>ai>er,  you  have 
nothing.  It  is  the  legal  tender,  with  the  know- 
ledge tiiiit  it  can  easily  be  repassed  for  the  same 
value,  that  makes  three-penny  worth  of  silver 
pass  for  sixpence.  Gold  and  silver  have  un- 
doubtedh'  some  ])roperties,  tliat  give  tliem  a 
fitness  above  paper,  as  a medium  of  exchange, 
particularly  their  univ>ersal  estimation^  especially’ 
in  cases  where  a country  has  occasion  to  carry  its 
money  abroad,  eitlier  as  a stock  to  tratle  with,  or 
to  purcliase  allies  and  foreign  succours.  Other- 
wise, that  very  universal  estimation  is  an 
incouveuience,  which  pai)er  money  is  free 
from,  since  it  tends  to  deprive  a country  of 
even  the  quantity  of  currency  that  should  be 
retained  as  a necessary  instrument  of  its  in- 
ternal commerce,  and  otJliges  it  to  be  continually 
on  its  guard,  in  making  and  executing  at  a great 
expense  the  laws  that  are  to  prevent  the  trade 
which  exports  it.  Taper  money,  well  funded, 
has  another  great  advantage  over  gold  and  silver, 
its  lightness  of  carriage,  and  the  little  room  that  is 
occiqiied  by  a ^'eat  sum,  whereby  it  is  capable  of 
Kdiig  more  easily,  and  more  safely,  because  more 
privately,  conveyed  from  j)Iace  to  i>Iace.  Gold 
and  silver  are  not  intrinsically  of  equal  value  with 
iron,  a metal  iu  itself  capable  of  many  more  bene- 
ficial uses  to  mankind.  Their  vahie  rests  chiefly 
in  the  estimation  they  happen  to  he  in  among  the 
generality  of  natiom^  and  the  credit  given  to  the 
opinion  that  that  estimation  will  continue^  otherwise 
a poutid  of  gold  would  7iot  be  a real  equivalent 


AS  GOLD  AND  SILVER,  ami  in  some  cases  more  so, 
or  it  would  not  be  preferred  by  commercial  people  | 
in  different  countries.  Not  to  mention  again  our 
own  bank  bills,  Holland,  which  understands  the  ^ 

value  of  casli,  as  well  as  any  people  iu  the  world,  ' 

wonld  never  j>art  with  gold  and  silver  for  credit, 

(as  they'  do  when  they  put  it  into  their  bank,  from 
whence  littlf  of  it  is  ever  after  drawn  out)  if  they 
did  not  think  and  find  the  credit  a full  equiva- 
LENT.”  From  this  extract  it  appears  that  Franklin 
saw  clearly,  wliat  we  have  shewn  elsewhere,  (Cur- 
rency ; Bank  Note)  that  money  is  only  universal 
credit,  and  fhat  it  is  its  exchangeability  that  gives  J 
it  value,  and  not  the  cost  of  its  production^  or  the 
labor  of  producing  it.  But  he  has  not  shaken 
himself  free  of  the  confusion  between  use  and 
value.  ^ j 

409.  The  last  reason  alleged  for  suppressing 
the  paper  was  that,  even  iu  ihe  middle  colonies, 
where  the  issues  w^re  \a\st,  the  paper  was  con- 
stantly depreciated.  To  this  Franklin  says,  “If 
the  rising  of  the  value  of  any  particular  commo- 
dity waiitwi  for  exportation  is  to  be  considered  as 
a dei>reciation  of  the  values  of  whatever  remain 
in  the  connti’y,  then  the  rising  of  silver  above 
paper  to  that  height  of  additional  value,  which  its 
capability  of  exportation  only  gave  it,  may  be 
called  a depreciation  of  the  pii]>er.  Even  here 
(o  e.  Loudon)  as  bullion  has  been  wanted,  or  not 
wanted,  for  exportation,  its  price  luis  varied  from 
5s.  2d.  to  5s.  8d.  per  ounce.  This  is  near  10  per 
cent.  But  was  it  ever  said  or  thought  ou  such  an 
occasion,  that  all  the  bank  bills,  all  the  coined 
silver,  and  all  the  gold  in  the  kingdom  were  de-  I 
preciated  10  per  cent.?”  Xowthe  author  himself 
Iiad  very  clearly  furnished  an  answer  to  his  own 
question,  b«‘caiise  he  had  already  told  us  a few 
paragraphs  before,  that  tlic  currency  of  the  country  j 
was  tlien  in  a very  degraded  state,  and  it  is  quite 
clear  that  it  would  only  pass  for  its  weight  iu 
bullion  in  r'oreigu  countries.  Consequently  it  is 
quite  dear  i hat  it  was  depreciated.  To  wdiich  must 
be  added  that  it  w'as  then  illegal  to  export  coin,  and 
consequently  that  would  still  more  de]»reciate  its 
value,  as  compai*ed  to  bullion.  Franklin  however 
states  that  the  rate  of  the  paper  had  not  varied  for 
forty  year.",  and  was  the  same  w'hen  the  issue 
was  .£15,000  as  when  it  was  £000,000.  And  he 
anticipates  the  arguments  of  the  anti-buUionists 
in  1804  and  1811.  “It  has  indeed  been  usual 
with  tlie  adversaries  of  a paper  currency  to  call 
every  rise  of  exchange  with  London^  a deju'ecia- 
tion  of  this  paper ; but  this  notion  appears  to  be 
by  no  means  just.  For  if  the  paper  purchases 
everything  but  bills  of  exchange  at  the  former 
rate,  and  tliese  bills  are  not  above  oiie-tenth  of 
what  is  employed  in  purchases,  then  it  may  be 
more  properly  and  truly  said,  that  the  exchange 
has  risen,  ttiari  tliat  the  paper  has  depreciated.” 

He  then  discusses  some  plans  that  had  been 
proposed  for  making  a paper  currencys  but 
which  should  not  be  legal  tender,  but  prououuces 
them  all  to  have  been  failures,  and  concludes 
tliat,  “ on  the  whole,  no  method  has  hitherto 
been  fornud  to  establish  a medium  of  trade  in 
lieu  of  money',  equal  in  ail  its  advantages  to  bills 
of  credit— funded  on  siitlicient  taxes  for  dis- 
charging if,  or  on  land  security'  of  double  the 
value,  for  repaying  it  at  the  end  of  the  term,  and 
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in  the  meantime,  made  a general  legal  tender. 
The  experience  of  now  near  half  a century  in 
the  middle  colonies,  has  convinced  them  of  it 
among  themselves,  by  the  great  increase  of  their 
settlements,  numbers,  buildings,  improvements, 
agriculture,  shipping,  and  commerce.”  Adam 
Smith  entirely  approved  of  the  Act  suppress- 
ing these  colonial  issues  of  paper  money.  Ten 
years  afterwards,  by  the  Act,  Statute,  1773,  c.  57, 
it  W'as  enacted,  that  after  the  1st  of  September 
that  year,  any  certificates,  notes,  bills,  or  deben- 
tures, w'hich  had  been  voluntarily  accepted  byr 
the  creditors  of  the  public,  as  a security  for 
payment  of  their  debts,  might  be  declared  legal 
tender,  in  |)uyment  of  taxes,  duties,  or  any  debts 
due  to  the  juiblic  treasuries  of  the  respective 
colonies.  This  closes  the  first  era  of  American 
paper  money. 

410.  On  the  5th  September,  1774,  delegates 
from  the  different  provinces  in  North  America 
met  in  Thiladelphia,  as  the  first  Congress.  The 
W^ar  of  Independence  commenced  soon  atter- 
wards,  and  in  the  next  year.  Congress  found  that 
it  had  no  resources  to  carry  it  on  with,  as  it  had 
no  pow'er  to  impose  taxes.  In  July',  1775,  it  was 
determined  to  issue  bills  of  credit  on  the  faith  of 
the  Continent.  Beiijamiu  Franklin  was  a strenuous 
adviser  of  this  plan,  as  the  only'  one  that  could 
carry  the  country'  through  the  contest.  On  the 
25th\Tuly,  1775,  300,000  million  dollars  in  pajKT 
w'ere  is.sued,  w'hicli  were  to  be  redeemed  in  gold 
and  silver  in  three  years,  and  they  were  jwopor- 
tioiied  among  the  twelve  States,  which  at  that 
time  sent  delegates  to  Congress.  That  body 
could  only  rectnnmend  the  several  States  to 
impose  taxes  to  redeem  these  bills.  The 
national  enthusiasm,  for  a considerable  time, 
supported  the  value  of  these  bills,  and  iu  January, 
1770,  a resolution  of  Congress  denounced  those 
w'ho  obstructed  their  circulation,  as  enemies  to 
their  country.  No  depreciation  was  apparent 
until  the  issues  reached  9,000,000  dollars,  and 
no  difference  Vietw'oen  specie  and  paper  began 
to  be  seen  until  the  campaign  of  1776  w'as 
far  advanced.  But  it  w’as  quite  evident  to 
every  reflecting  person,  that  this  could  not 
go  on  indefinitely.  Congress  could  not  re- 
gulate the  amount  of  bills  in  circulation,  as 
every  local  legislature  claimed  and  exercised  the 
right  of  is.suing  them  as  w'ell.  To  impose  taxes 
was  the  only  way  to  reduce  the  number,  but  this 
Congress  could  not  do,  and  the  local  legislatures 
■were  afraid  to  do  so,  for  fear  of  exciting  discon- 
tent, and  damping  the  ardour  of  the  people  for  the 
war.  Lotteries  and  loans  were  tried  with  little 
success,  as  the  constant  necessity  for  issuing  new' 
bills,  completely  outdid  the  small  benefit  of  call- 
ing in  the  paper  by  these  tritiing  means.  During 
1776  upwards  of  twenty  million  dollars  w'ere 
issued,  and  iu  the  beginning  of  1777  the  deprecia- 
tion began  to  be  sensibly  perceived.  It  w'as,  as 
usual,  mistaken  by'  many  as  a rise  iu  the  price  of 
every  article  brought  to  market,  and  the  usual 
futile  attempt  was  made  to  su.stain  its  value  by 
violent  remedies.  Congress  resolved  that  who- 
ever made  a difference  between  gold  and  silver 
and  continental  bills  should  be  deemed  as  enemies 
to  the  liberties  of  the  United  States,  and  forfeit 
the  value  of  the  money,  or  other  thing  purchased. 
The  provincial  legislatures  were  also  invited  to 
pass  laws  declaring  these  bills  legal  tender,  and 
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resolutions  pledging  themselves  to  redeem  their 
respective  quotas  of  paper  at  the  end  of  the  war, 
which  was  done,  and  merchants  w'ere  ordered  to 
pay  all  debts  due  by  them  to  British  creditors 
into  the  state  treasury,  which  was  declared  to  be 
a complete  discharge  to  them  from  their  creditors. 

411.  The  course  pursued  by  Congress  on  this 
occasion,  was  very  similar  to  that  followed  t w’enty 
years  later  by  the  National  As.senibly  of  France, 
and  partially  by  our  Parliament  in  1812,  and  w'e 
shall  <iuote  from  an  American  author,  Mr.Palatiah 
Webster,  an  account  of  it.  “ The  fatal  error  that 
the  credit  and  currency  of  continental  money 
could  be  kept  up,  and  supported  by  acts  of  com- 
pulsion, entered  so  deep  into  the  minds  of  Con- 
gress, and  all  departments  of  administration 
through  the  States,  that  no  cousideratioii  of  jus- 
tice, religion,  or  policy,  or  even  experience  of  its 
utter  inefficiency  could  eradicate  it ; it  seemed  to 
be  a kind  of  obstinate  delirium,  totally'  deaf  to 
every  argument  draw'u  from  justice  and  right, 
from  its  natural  tendency  and  mischief,  from  com- 
mon justice  and  even  from  common  sense. 

“ Congress  began  as  cjivly  as  January'  11,  1776, 
to  hold  up  and  recommend  this  maxim  of  maniaism, 
when  coiitiiieutal  money  w'us  but  five  mouths’  old. 
Congre.ss  then  resolved  that  w'hoever  should  refuse 
to  receive  iu  payment  continental  bills,  .should  be 
declared  and  treated  as  an  enemy  of  his  country, 
and  be  precluded  from  intercourse  with  its  inha- 
bitants, ?.  e.,  should  be  outlaived-,  which  is  the 
severest  penalty  (except  of  life  ami  limb)  known 
to  our  laws. 

“ This  ruinous  principle  was  continued  in  prac- 
tice for  five  successive  y*ears,  and  appeared  in  all 
shapes  and  forms,  i.  e.,  in  tender  acts.,  in  limitation 
of  prices.,  iu  awful  and  threatening  declarations.,  in 
penal  laws.,  with  dreadtul  and  ruinous  puni^h- 
ineuts,  aud  iu  every  other  way  that  could  be 
divined,  aud  all  executed  with  a relentless  seve- 
rity by  the  highest  authorities  then  iu  being,  viz., 
by  Congress,  by  Assemblies,  and  conventions  of 
the  States,  and  by  committees  of  inspection 
(whose  power  in  those  days  w'ere  neailv  sove- 
reign), and  even  by  military  force;  and  though 
men  of  all  descriptions  stood  trembling  before  this 
monster  of  force,  without  daring  to  lift  a hand 
against  it  during  all  this  perit^,  yet  its  unre- 
strained energy  ahvay's  proved  ineffectual  to  its 
purposes,  but  in  every  case  increased  the  evils  it 
was  designed  to  remedy,  and  destroyed  the  bene- 
fits it  was  intended  to  promote ; at  best,  its  utmost 
effect  was  like  tliat  of  water  sprinkled  on  a black- 
smith’s forge,  which,  indeed,  (leadens  the  flame  for 
a moment,  but  never  fails  to  increase  the  heat  aud 
flame  of  the  internal  fire.  Many  thousand families^ 
of  full  and  easy  fortune,  were  ruined  by'  these 
fatal  measure.s,  aud  lie  in  ruins  to  this  day  (1790), 
without  the  least  benefit  to  tlie  country*,  or  to  tlie 
great  aud  noble  cause  in  which  wq  were  then 
engaged.” 

412.  Mr.  Webster  describes  the  injuries  in- 
flicted on  the  country  by  the  enemy,  who  had 
possession  first  to  last  of  eleven  of  the  capitals  of  the 
thirteen  states,  and  ravaged  the  country  in  ail  di- 
rections, burning  in  cool  blood  a great  number  uot 
only  of  houses,  barns,  mills,  &c.,  but  also  of  most 
capital  towns,  and  villages.  He  also  describes 
the  immense  losses  caused  to  the  iuhabitauts  by 
seizing  all  their  property,  that  was  wanted  for  the 
public  service.  And  yet  he  says  that  all  these 
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injuries  and  losses  were  not  so  great  as  those 
cansed  by  the  continental  money.  ‘‘We  have 
Piitfered  more  from  this  cause,  than  from  every 
other  of  calamity;  it  has  killed  more  men, 

pervaded  and  corrupted  the  choicest  interests  of 
onr  country  nit  re,  and  done  more  injustice  than 
even  the  arms  ami  artirices  of  our  enemies." 

413.  At  last  in  May,  1781,  certain  compulsory 
measures  of  the  Executive  Council  of  Pennsyl- 
vania, for  the  jiurpose  of  supporting  the  credit  of 
the  continental  money,  and  the  state  bills,  de- 
stroyed the  system.  “ Thus,"  says  Mr.  Webster, 
‘"fell,  ended,  aud  died,  the  continental  currency, 
aged  six  yt^ars.  Ifribbles  of  another  sort,  such  as 
the  Mississippi  scheme  in  France,  and  the  South 
Sea  in  England,  lasted  but  a few  months,  and  then 
burst  into  nothing;  but  this  held  out  much  longer, 
and  seemed  to  retain  a vigorous  constitution  to 
the  last;  for  its  circulation  was  never  more  brisk 
than  when  its  exchange  was  500  to  1 ; and  yet  it 
expired  without  a groan  or  struggle,*  and  I be- 
lieve of  all  things  which  ever  suffered  dissolution 
since  life  was  tirst  given  to  the  creation,  this 
mighty  monster  died  the  least  lamented.  If  it 
saved  the  State,  it  has  also  polluted  the  equity  of 
our  laws,  turned  them  into  engines  of  oppression 
and  wrong;  corrupted  the  Justice  of  our  public 
administration ; destn>yed  the  fortunes  of  thou- 
sand.s  of  those  who  had  the  most  contidence  in  it ; 
enervate<l  the  trade,  husbandry,  and  manufactures 
of  our  country ; and  gone  far  to  destroy  the  mo- 
rality of  our  peojile." 

414.  On  the  3Ist  of  May,  1781,  those  conti- 
nental bills  ceased  to  circulate  as  money,  but  they 
were  afterwards  bought  u\)  on  speculation  from 
400  up  to  1,000  to  1.  The  exchange  was  very 
different  in  different  parts  of  the  country.  It 
generally  followed  Philadelphia,  though,  some- 
times, was  considerably  behind  it;  thus,  in  Ja- 
nuary, 1781,  Avhile  it  was  100  for  1 at  Philadel- 
phia, it  was  75  for  1 in  Virginia;  and  in  Aj)ril, 
when  it  was  135  for  1 at  Philadelt>hia,  it  was  100 
for  1 in  Virginia.  In  May,  1781,  when  it  was  *J25 
for  1 at  Philadelphia,  it  was  75  for  1 at  Boston. 

415.  The  (piantities  of  it  issued  and  the  depre- 
ciation it  uiiderM  cnt,  are  exhibited  in  the  follow- 
ligures : — 


In  177, ’i,  issued  in  dollars  . . 3.000.000 

1770 20,004.4t4 

1777  

177t< 

1779  149,7(«.85G 

1780  8i3, 790,55() 

1781  12„587.;344 


540.822 


The  following  table  shews  the  rates  of  ex- 
change for  money  at  Philadelphia.  I'p  to  the 
end  of  1770  there  was  no  sensible  depreciation: — 


1777 

1778 

1779 

1780 

1781 

January  . 

H 

. 4 . 

7,  8.9 

■ 

100 

February 

. .5  . 

10 

, 4.5-,5.3 

. 100-120 

March  . 

. .5  . 

10.  n 

. 60-65 

. 120-13.5 

April  . . 

. 6 . 

12-22 

. 60 

. 

May  . . 

. .5  . 

22-24 

. 60 

. 2U0-500 

June  . . 

. 4 . 

22-18 

. 60 

July  . . 

3 

• 4 

18-20 

. 60-65 

August  . 

3 

. 5 . 

20 

. 65-75 

September 

3 

. 5 . 

20-28 

. 7.5 

October  . 

3 

« 0 • 

30 

. 75-80 

November 

3 

. 6 . 

32-4.5 

. 8<V100 

December 

4 

. 6 . 

45-38 

. 100 

416.  In  !May,  1781,  Congress  determined  to 
issue  no  more  continental  money,  but  to  leave 
each  State  t4»  raise,  pay,  and  equip  its  (juota  of 
troops.  A great  retbnn  in  tlie  adininistratiou 
also  took  jdace,  for,  up  to  this  time,  each  depart- 
ment was  under  the  inauagemeul  of  a Committee, 
of  Coiigi’ess,  or  a Board,  the  consequences  of 
which  need  uot  be  described.  It  uas  now  deter- 
mined to  put  each  department  under  the  control 
of  a single  responsible  head.  And  amongst 
others,  >Ir.  Morris,  delegate  from  Pennsylvauia, 
who  had  been  very  active  in  establishing  a bank 
at  Philadelphia,  was  appointed  suj)eriutendaiit  of 
finances,  which  he  re-organized,  in  a very  able 
manner,  in  1781.  This  gentleman  laid  before 
Congress,  on  the  26th  IVIay,  1781,  a ]dan  for  a 
National  Bank,  with  a capital  of  400,000  dollars, 
to  be  ]>aid  up  by  subscription,  and  to  be  incor- 
porated by  the  Government,  and  to  have  its 
books  open  to  the  superiiitendatit  of  finance. 
Their  notes  v ere  to  be  receivable  as  specie  from 
tlie  respective  States,  into  the  treasury  of  the 
United  States.  This  plan  was  ajtproved  of  by 
Congress,  and  the  Charter  of  Incorporation  was 
granted  on  the  31st  December,  1781.  Thus 
terminated  the  second  era  of  American  paper 
money. 

417.  The  constantly  depreciating  value  of  the 
coutiuental  money,  the  impotence  of  Congi*ess  to 
lay  on  taxes,  and  the  failure  of  the  loan  aud  lot- 
tery schemes,  couvinced  Washington  that  there 
was  only  one  way  of  extricating  the  country  from 
its  financial  embarrassment,  and  that  was  to  raise  a 
loan  in  Euroj'C.  With  this  view  he  despatched  a 
Colonel  Laurt'iis  to  France  in  1781,  charged  with 
the  duty  of  negotiating  a loan  from  the  French 
ministry.  In  this  he  partially  succeeded.  Large 
loans  were  negotiated  in  1782  and  1783.  The 
cessation  of  the  war  expenditure  took  away  the 
necessity  for  (urther  issues,  aud  such  a conviction 
of  the  necessity  of  public  supplies  generally  took 
place  through  the  States,  that  considerable  sums 
were  raised  by  a tax  ou  j)olls  aud  real  estates. 

418  The  Bank  was  incorporated  under  the 
name  of  the  ‘‘  President,  Directors,  and  Company 
of  the  Bank  of  North  America,"  aud  commenced 
business  in  January,  1782.  There  were  m>t  more 
than  70,000  dollars  subscribed  in  specie  before 
October,  1781  ; but  a French  frigate  having 
brought  470,000  dollars,  ^Ir.  .Morris  subscribed 
the  remainder  of  the  necessary  capital  on  behalf 
of  the  government  of  the  United  States,  which 
thus  became  the  principal  stockholder  in  it.  As 
the  mischiefs  of  the  continental  money  were  still 
fresh  ill  the  mind  of  the  people,  tliere  was  much 
difiiculty,  at  first,  in  obtaining  currency  for  its 
notes.  Blit  as  it  made  a profuse  display  of  its 
cash,  it  gradually  increased  in  credit.  The  bank 
not  only  got  the  Act  of  Congress  to  establish  it, 
but  obtained  a charter  as  well  from  the  State  of 
Pcuusylvaiiia,  in  which  it  is  situated,  in  Ai>ril, 
1782.  The  business  soon  became  extremely  ])ru- 
titable,  and  this  naturally  created  a desire  in 
others  to  particij>ate  in  these  profits.  A ijroject 
fur  a second  bank  was  funned,  to  be  calkd  the 
Bank  of  Pennsylvania.  In  order  to  prevent  this, 
the  bank  wa>  obliged,  much  against  its  will,  to 
enlarge  its  capital,  aud  receive  a new  Ixtdy  of  sub- 
scribers. The  bank  prospered  during  1784  and 
1785.  But  in  the  spring  of  that  year  a very  for- 
midable opposition  was  organized  against  it,  and 
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petitions  were  presented  in  March  to  the  As- 
sembly for  a repeal  of  the  charter.  A committee 
of  the  House  reported  in  favor  of  the  allegations 
of  the  petitioners,  and  on  the  I3tli  of  the^  following 
September  the  charter  was  repealed.  The  bank,  , 
however,  claimed  the  right  to  continue  business 
under  tlie  Act  of  Congress.  In  the  following  year 
its  friends  tried  to  obtain  a re-grant  of  its  charter, 
but  did  uot  succeed.  Ou  the  17th  March,  1787, 
it  was  re-incorporated  for  14  years;  and  by  suc- 
cessive Acts  it  still  exists. 

419.  The  intolerable  evils  of  the  provincial 
pa])er  money  before  the  War  of  Iiidependeuce,  and 
of  the  coiitineiitai  ]taper  money  during  the  war, 
were  so  clear  and  indisputable,  that  the  framers 
of  the  Constitution  of  the  United  States  sagaci-  j 
onsly  seized  the  opportunity  to  provide  once  for 
all  against  the  possibility  of  tlieir  recurrence.  By  | 
Article  L,  Section  10,  of  the  Constitution  of  the  1 
United  States,  it  is  declared,  that  no  State  shall  ' 
COIN  money;  emit  biles  of  credit;  or  make  j 

ANYTHING  BUT  GOLD  AND  SILVER  COIN  A TENDER 
IN  PAYMENT  OF  DEBTS. 

420.  Tlie  feeble  jiowers  of  Congress  after  the 
achievement  of  independence,  for  several  years 
prevented  them  from  having  the  means  to  meet  1 
the  ]>ublic  engagements.  But  no  sooner  was  the 
Constitution  reformed  in  1787,  and  brought  into 
efiicieut  working  order,  than  the  government,  at 
the  head  of  which  Washington  was  now  placed, 
directed  its  attention  to  restore  public  credit,  and 
fulfil  the  national  engagements.  In  August,  1790, 
Mr,  Hamilton,  the  secretary  to  the  Treasury,  was 
directed  to  ]>repare  a Report  ou  Public  Credit, 
which  was  jiresented  to  Congress  in  December, 
1790.  It  appears  by  this  document  that  at  that 
time  the  debt  of  the  I’nited  States  amounted  to 
51,854,464  dollars,  divided  into  a foreign  debt  of 
10,070,307,  bearing  an  interest  partly  of  4,  and 
])artly  of  5,  ]ier  cent.,  with  arrears  of  interest 
amounting  to  1,640,072  dollars;  and  a domestic 
debt  of  27,383,918  dollars,  bearing  an  interest  of 
6 per  cent.,  with  arrears  amounting  to  13,030,168 
dollars.  But  these  debts  were  apportioned  out 
to  the  different  States.  The  secretary  projiused 
various  plans  of  funding  and  liipiidating  this  debt, 
and  in  this,  he  brings  forward  au  idea  wiiicli  has 
been  very  commonly  entertained  by  many  emi- 
nent persons  even  in  this  country,  and  which  is 
one  of  tlie  subtleties  of  Political  Economy,  i.e., 
that  the  public  funds  are  money,  or  currency.  In 
recommending  that  the  debt  be  funded,  he  says, 
(Gales  and  Seatori^s  Congressional  Debates,  \'ol. 
//.,  p.  2044,)  “ But  there  is  a consequence  of  this 
less  obvious,  though  not  less  true,  in  which  every 
other  citizen  is  interested.  It  is  a well  known  fact, 
that  in  countries  where  the  national  debt  is  i>ro- 
perly  funded,  and  an  object  of  undoubted  confi- 
dence, it  ansAvers  most  of  the  purposes  of  money. 
Transfers  of  stock,  or  public  debt,  are  then 
equivalent  to  payments  in  specie,  or,  in  other 
words,  stock,  in  the  principal  transactions  of 
business,  passes  current  as  specie.  The  same 
thing  would  in  all  probability  happen  here  under 
the  like  circumstances.  The  benefits  of  this 
are  various  and  obvious.  First,  trade  is  extended 
by  it,  because  there  is  a larger  capital  to  carry 
it  ou,  aud  the  merchant  can,  at  the  Siune  time, 
afford  to  trade  for  smaller  profits,  as  his  stock 
which  when  unemployed,  brings  him  in  an  in- 
terest from  the  Government,  serves  him  also  as 


money,  when  he  has  a call  for  it  in  his  com- 
mercial operations.  Secondly,  agriculture  and 
manufactures  are  also  jiromoted  by  it,  for  the 
like  reasim,  the  more  capital  can  be  commanded 
to  be  employed  in  both ; and  because  the  mer- 
chant, M'hen  eiiter|trise  in  foreign  trade  gives  to 
them  certainty  and  extension,  has  greater  means 
for  enterprise.  Tliirdly,  the  interest  of  money 
will  be  lowered  by  it;  for  this  is  always  in  a ratio 
to  the  quantity  of  money,  and  to  the  quickness  of 
cifculation.  This  circumstance  will  enable  botli 
the  public  aud  individuals  to  borrow  on  easier 
and  cheajier  terms.  And  from  the  combination 
of  these  eficcts,  additional  aid  will  be  furnished 
to  labor,  to  industry,  aud  to  arts  of  every  kind. 
But  these  good  effects  of  a public  debt  are  only 
to  be  looked  for  when,  by  being  well  funded,  it 
has  acquired  an  adetjuate  and  stable  value.  Till 
then  it  has  rather  a contrary  tendency.  The 
fluctuation  and  insecurity  incident  to  it  iu  an 
unfunded  state,  render  it  a mere  commodity  and 
a iirecarious  one.  As  such,  being  only  an  object 
of  occasional  and  particular  speculation,  all  the 
money  applied  to  it  is  so  much  diverted  from  the 
more’  useful  channels  of  circulation,  for  which 
the  thing  itself  affords  no  substitute  ; so  that,  in 
fact,  one  serious  incouveuieuce  of  an  unfunded 
debt  is,  that  it  contributes  to  the  scarcity  of 
money.  This  distinction,  which  has  been  little, 
if  at  all,  attended  to,  is  of  the  gi’eatest  moment. 
It  involves  a question  immediately  interesting  to 
every  part  of  the  community,  which  is  no  other 
than  this,  whether  the  public  debt,  by  a provision 
for  it  on  true  principles,  shall  be  rendered  a sub  • 
stitute  for  money,  or  whether  by  being  left  as  it 
is,  or  being  provided  for  in  such  a manner  as 
will  wound  these  princi]des,  and  destroy  conti- 
dence, it  shall  be  suttered  to  continue,  as  it  is  a 
pernicious  drain  of  our  cash  from  the  channels  of 
productive  industry.”  Iu  this  extract  we  have 
two  of  the  most  subtle  principles  of  Political 
Economy  mooted,  1st : — He  says,  that  the  public 
funds  are  money,  or  currency.  2ndly : — That 
the  interest  of  money  is  always  iu  jiroportiou  to 
the  quantity  of  it,  both  of  which  are  fundamental 
errors  of  gi*eat  importance,  aud  which  are  fully 
investigated  under  their  respective  heads.  (Cur- 
rency. Interest.) 

421.  Concurrently  with  the  report  ou  public 
credit,  the  secretary  jiresented  au  elaborate 
report  on  the  expediency  of  establishing  a 
National  Bank,  in  which  its  advautages  are  set 
forth,  and  its  alleged  disadvantages  examined 
and  answered,  which  well  deserves  an  attentive 
reading.  Mr.  Hamilton  was  perfectly  well  aware 
of  what,  by  recent  economists  in  England,  has 
been  strenuously  denied,  that  banks  increase 
capital,  and  he  shews  that  knowledge  of  its 
mechanism,  the  want  of  which  is  so  conspicuous 
iu  Englisli  writers,  which  we  have  already  had 
to  notice  in  the  former  part  of  this  article.  Mr. 
Hamilton,  says,  ( Gales  and  Seaton,  To/.  II., 
p.  *20h3 j.  ‘"The  following  are  among  the  prin- 
cipal advantages  of  a bank.  First,  the  Augmen- 
tation of  the  active  or  productive  capital  of  a 
country.  * ♦ * It  is  a well  established  fact, 
that  banks  iu  good  credit  can  circulate  a far 
greater  sum  than  the  actual  quantum  of  their 
capital  in  gold  aud  silver.  The  extent  of  the 
possible  excess  seems  indeterminate,  though  it 
has  been  conjecturally  staled  at  the  proportions 
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of  two  and  three  to  one.  Thi?*  facnlty  is  pro- 
duced in  various  ways: — 1st.  A great  ]H>rtion  of 
the  note.s  whicli  are  issued,  and  ]>ass  current  as 
cash,  are  indefinitely  suspended  in  circulation, 
from  the  confidence  which  each  holder  has  that 
he  can  at  any  moment  turn  them  into  gold  and 
silver.  2ndly,  Every  loan  which  a bank  makes  ts, 
i/.y  Jfrst  shape^  a credit  given  to  the  hor- 
rmrer  on  its  books^  the  amount  of  which  it  stands 
ready  to  pay,  either  in  its  own  notes,  or  gold,  or 
silver,  at  his  option.  Hut,  in  a great  number  of 
cases,  no  actual  payment  is  made  in  either.  The 
borrower  frequently,  by  a cheque,  or  order, 
transfers  his  credit  to ’some  other  person,  to 
whom  he  has  a payment  to  make;  who,  in  his 
turn,  is  as  often  content  with  a similar  credit, 
because  he  is  satisfied  that  he  can,  whenever  he 
please.s,  cither  convert  it  into  cash,  or  pass  it  to 
some  other  hand,  as  an  equivalent  for  it.  Anxl 
in  this  manner  the  credit  keeps  circidating^  per- 
formings in  every  stage^  the  office  of  moneys  till  it 
is  extinguished  by  a'discomit  witli  some  person, 
who  has  a payment  to  make  to  the  bank  to  an 
equal  or  greater  amount.  Thus  large  sums  are 
lent  and  paid,  freipiently  through  a variety  of 
hands,  without  the  intervention  of  a single  piece 
of  coin.  Srdly.  Tliere  is  alAvays  a large  quantity 
of  gold  and  silver  in  the  repositories  of  the  bank, 
besides  its  own  stock,  which  is  placed  there,  with 
a view  jiartly  to  its  safe  keeping,  and  iiartly  to  the 
accommodation  of  an  institution,  Avliich  is  itselt 
a scuirce  of  general  accommodation.  These  de- 
posits are  of  immense  consequence  in  the  opera- 
tion of  a bank.  Though  liable  to  be  re-drawn  at 
any  moment,  experience  ]>roves  that  the  money 
so  much  ofteiier  changes  proprietors  than  place, 
and  tliat  Mhat  is  drawn  out  is  generally  so 
speedily  replaced,  as  to  authorize  the  counting 
upon  the  sums  deposited  as  an  effective  fund, 
which,  concurring  with  the  stock  of  the  bank, 
enables  it  to  extend  its  loans,  and  to  answer  all 
the  demands  for  coin,  whether  in  consequence  of 
those  loans,  or  arising  from  the  occasional  re- 
turn of  its  notes.  These  different  circumstances 
explain  the  manner  in  which  the  ability  of 
a bank  to  circulate  a greater  sum  than  its 
actual  capital  in  coin  is  acquired.  * * * 

The  same  circumstances  illustrate  the  truth  of 
the  position,  that  it  is  one  of  the  properties  of 
banks  to  increase  the  active  capital  of  a country. 
'I'liis,  in  other  words,  is  the  sum  of  them  ; the 
money  of  an  individual,  while  he  is  w:iiting  for  an 
opportunity  to  employ  it,  by  being  either  depo- 
sited in  the  bank  for  safe  keeping,  or  invested  in 
its  .'itock,  is  in  a condition  to  administer  to  the 
wants  of  others,  when  he  could  not  himself  make 
use  of  it,  and  keeps  the  money  itself  in  a state  of 
incessant  activity.  In  the  almost  infinite  vicissi- 
tudes and  competition  of  mercantile  enterprise, 
there  never  can  be  a danger  of  an  intermission  of 
demand,  or  that  the  money  will  remain  for  a 
moment  idle  in  the  vaults  of  the  bank.  This 
additional  employment  given  to  money ^ aiul  the 
faculty  of  a bank  to  lervd  and  circulates  a greater 
sum  than  the  amount  in  coins  are  to  all  the 

PURPOSES  OF  TRADE  AND  INDl'STRY,  AN  ABSO- 
LUTE INCREASE  OF  CAPITAL.  Purchascs  aiid  un- 
dertakings in  general,  can  be  carried  on  by  any 
given  sum  of  bank  paper,  or  credit,  as  effectually 
as  by  an  equal  sura  of  gold  and  silver,  And  thus, 
by  contributing  to  enlarge  the  mass  of  industrious 
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and  commercial  enterprise,  banks  become  nur- 
series of  national  wealth — a consequence  as  satis- 
factorily verified  by  experience,  as  it  is  clearly 
deducible  in  theory.” 

422.  This  extract  is  an  effectual  refutation  of 
the  current  ojdniou  in  English  books  that  a bank 
only  gives  a gi’cater  activity  to  existing  cajiital, 
and  the  common  opinion  that  a banker  only  lends 
out  what  he  receives.  It  is  perfectly  plain  tliat 
Mr.  Hamilton  knew  well  that  a banker  trades 
by  creating  credits  which  performs  the  function  of 
money.  That  a banker  makes  a loan,  in  the  first 
instance,  by  creating  a credit,  and  not  as  Sir 
Robert  Peel  said,  by  making  a bond  fide  advance 
of  capital. 

42.:}.  The  report  then  explain.s  the  reasons 
why  it  was  inexpedient  to  gi*aft  a new  National 
Hank  on  the  Jiank  of  North  America,  which  had, 
however,  doiui  great  service  to  the  national  cause, 
during  the  period  of  its  existence,  but  which  now 
having  accepted  a charter  from  a provincial  state, 
was  rather  to  be  considered  as  a provincial  bank 
of  Pennsylvania,  than  a national  one.  lie  accord- 
ingly  presented  a plan  of  a new  National  Hank 
to  be  incorporated,  with  a capital  not  exceeding 
10,000,000  dollars,  three-fourths  of  which  might 
bo  paid  up  in  the  stock,  or  the  public  debts  of 
the  Union. 

424.  ^Ir.  Hamilton  was  decidedly  against  mak- 
ing laud  the  basis  of  jiaper  currency.  ^‘Another 
wish,  dictated  by  the  particular  situation  of  the 
country,  is,  that  the  bank  could  be  so  constituted, 
as  to  be  made  an  immediate  instrument  of  loans 
to  the  proprietors  of  land;  but  this  wish  also 
yields  to  the  difficulty  of  accomplishing  it.  Land 
iSs  atones  an  mifit  fund  for  hank  circulation.  If 
the  notes  issued  upon  it  were  not  to  be  payable 
in  coin  on  demand,  or  at  a short  date,  this  would 
amount  to  nothing  more  than  a repetition  of  the 
paper  emissionss  which  are  notv  exploded  by  the 
general  voice.  If  the  notes  are  to  be  ])ayable  in 
coin,  the  land  must  first  be  convened  into  it  by 
sale,  or  mortgage.  The  difficulty  of  effecting  the 
latter  is  the  \ery  thing  which  begets  the  desire 
of  finding  another  resource;  and  the  former 
would  not  be  practicable  on  a sudden  emergency, 
but  with  sacrifices  which  would  make  the  cure 
worse  thau  the  disease.  Neither  is  the  idea  of 
constituting  the  fund  partly  of  coin,  and  partly  of 
laud,  free  from  impediments.” 

425.  This  report  was  presented  to  both  houses 
of  Confess,  and  the  plan  was  adopted  witliout 
discussion  b}  the  Senate,  and  it  jiassed  with 
equal  ease  through  the  house  of  Representatives, 
imtil  it  came  to  the  third  reading,  when  most 
unexpectedly,  the  most  vehement  opposition  was 
made  to  it,  on  a point  wdiich  has  been  most 
warmly  contested  from  that  day  to  this,  namely, 
whether  Cotigress  had  the  power  to  erect  a Cor- 
poration. 

426.  This  objection  touched  the  very  founda- 

tions of  the  constitutional  powers  of  Congress. 
It  was  argued  at  great  length  by  Mr,  Madison 
on  the  2nd  of  February,  1791.  ( Gales  and 

Seatous  Vol.  //.,  p.  1944,j  but  as  it  is  a great 
constitutional  question,  we  of  course  cannot  enter 
into  it,  we  can  only  say  that  after  being  debated 
for  a week,  ith  extraordinary  keenness,  it  Avas 
at  last  carried  by  a majority  of  39  to  20,  that  the 
bill  should  j-ass.  The  division  of  opinion  on 
the  constitutionality  of  the  question  was  equally 
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strong  in  the  cabinet,  as  in  the  house  of  repre- 
sentatives, and  the  country,  but  AV''ashington 
having  demanded  an  elaborate  argument  from 
each  i>arty,  after  mature  deliberation,  formed  the 
opinion  that  the  measure  Avas  constitutional,  and 
gave  Ids  assent  to  it, 

427.  Hy  Acts,  Acts  of  the  First  Congress  of  , 
the  Uniteil  States,  chapters  84  and  85,  February 
25,  and  March  2,  1791,  subscriptions  Avere  to  be 
opened  on  the  1st  July,  1791,  for  a bank,  to  be 
called  the  “ Hank  of  the  Ignited  State.s”  Avith  a 
capital  stock  not  to  exceed  10,000,000  dollars,  in 
shares  of  400  dollars,  tOAvhich  any  one  might  sub- 
scribe, for  not  more  than  1000  shares,  one-fourth  of 
Avhich  AA-as  to  be  paid  in  gold  and  silver,  and  the 
remainder  in  the  jiublic  debt  of  the  United  States, 
bearing  6 per  cent,  interest.  The  subscribers 
Avere  to  exist  as  a corporation  until  the  4th  of 
March,  1811.  The  total  amount  of  debts  Avhich 
the  corporation  might  at  any  time  OAve  in  any 
manner,  should  not  exceed  10,000,000  dollars, 
over  and  above  the  moneys  actually  deposited  in 
the  bank  for  safe  keeping,  unles.s  the  contracting 
any  greater  debt  should  be  previously  authorized 
by  a law  of  the  United  IStates.  lii  case  of  ex- 
cess, the  directors,  under  AA'hose  administration  it 
should  happen,  should  be  liable  in  their  }>rivate 
capacities,  as  Avell  aus  all  the  lands,  tenements, 
gfHtds  and  chattels  of  the  corpitration.  It  might 
sell  any  part  of  the  public  debt,  Avhich  composed 
its  stock,  but  it  might  not  buy  any  ; and  it  was 
not  to  deal,  or  trade,  in  anything  except  bills  of 
excliango,  or  gold  and  silver  bullion,  or  the  sale 
of  goods,  pledged  Avith  it,  and  not  redeemed  in 
due  time,  and  it  might  not  charge  more  than  6 per 
cent,  for  advances.  It  Avas  not  to  lend  the  govern- 
ment of  the  United  States  more  than  100,000 
dollars,  or  that  of  any  State  in  the  Vimm  more 
tliaii  50,000  dollars,  Avithoiit  a lau'  for  that  pur- 
])Ose.  The  subscription  list  Avas  filled  up  in  tAA*o 
hours. 

428.  This  bank  continued  in  operation  till 
the  term  of  its  chai'ter  expired.  As  that  period 
apjiroached,  the  warm  discussions  as  to  its 
benefits,  and  constitutionality,  were  revived. 
On  the  24tli  of  January,  1811,  the  House  of 
Representatives,  by  a majority  of  sixty-five  to 
sixty-four,  resolved  to  postpone  the  consideration 
of  re-chartering  it  imlefinitely.  A bill,  brought 
into  the  Senate  for  the  same  purjtose,  Avas 
rejected  by  the  casting  A^ote  of  the  A iee-Pre- 
sident,  on  the  20th  February,  only  elcA'cn  days 
before  the  Charter  expired.  The  bank  during 
this  interval  applied  to  liaA'c  its  charter  pro- 
longed for  a sutficient  time  to  alloAV  it  to  Avind 
up.  Hut  the  Committee  of  the  House,  to  Avhom 
the  memorial  Avas  referred,  reported,  through 
their  chairman,  Henry  Clay,  “that  holding  the 
opinion,  (as  a majority  of  the  Committee  do,) 
that  the  constitution  did  not  authorize  Congress 
originally  to  grant  the  Charter,  it  follows,  as  a 
necessary  consequence  of  that  opinion,  that  an 
extension  of  it,  ev'en  under  the  restrictions  con- 
templated by  the  stockholders,  is  equally  rcpiig- 
iiaut  to  the  constitution.”  The  bank  Avas, 
therefore,  obliged  to  Aviud  up,  and  on  the  1st 
June,  1812,  70  per  cent,  of  the  capital  stock  was 
repaid  to  the  shareholders,  and  18  per  cent,  more 
on  the  1st  October,  another  7 per  cent,  on  the 
1st  April,  1813,  another  of  5 per  cent,  in  April, 
1815,  and  another  of  5 per  cent,  in  December, 
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1817,  and  some  other  payments  were  made  sub- 
seiiueiitly. 

429.  At  the  time  of  the  institution  of  the 
Hank  of  the  United  States,  there  were  but  four 
banks  in  the  States,— the  Hank  of  Nortli  America, 
erected  bv  an  Act  of  Congress  of  very  doubtful 
legality,  a bank  at  New  York,  one  at  Boston, 
ami  one  in  Maryland.  Soon  after  that  they 
multiplied  rapidly.  In  1791,  one  new  bank  AAas 
erected;  in  1792,  8;  in  1793,  3;  in  1795,  5;  in 
1796,  1 ; in  1800,  2;  in  1801,  3;  in  1802,  4;  in 
1803.  16;  in  1804,  10;  in  1805,4;  in  1806,4; 
in  1807,  9 ; in  1808,  1 ; in  1809,  3;  in  1810,  8; 
in  1811,  11;  in  1812,  22;  the  capital  of  these 
formed  an  aggregate  of  77,258.000  dollars.  In 
1814,  a project  was  brought  before  the  Assembly 
of  Fcuusylvania,  by  Avhieh  forty-one  neAv  banks 
Avould  have  been  established  at  once,  but  the 
Governor,  in  well  founded  alarm,  rejected  it. 
Hut  yet  they  multii)lied  Avith  astonishing  ra- 
l>idity,  for,  by  1816,  they  amounted  to  246.  The 
same  nuisance  was  felt  from  the  poAver  of  issuing 
notes  Avithont  limit  as  to  their  amount,  as  was 
felt  in  this  country.  In  1814,  the  New  England 
Hanks  issued  note’s  for  25  cents,  Avhereby  it  was 
rendered  so  difiicult  in  some  of  the  Eastern 
States  to  get  a dollar  changed,  that  it  aa'os  neces- 
sary to  purchase  change  of  the  money  dealers 
ill  tOAvns,  for  current  travelling  expenses.  And 
many  of  the  banks,  Avith  many  hundred  thousand 
of  impel*  dollars  in  circulation,  had  little  or  no 
specie  ill  their  coffers.  In  one  bank,  that  failed 
in  1809,  no  accurate  account  Avas  kept  of  the 
notes  in  circulation,  but  when  it  faileil,  there 
Avere  not  le.ss  than  648,000  in  circulation,  and 
their  specie  Avas  found  to  be  eighty-six  dollars. 
Of  tAvo  banks  in  Massachusetts,  one  was  found 
to  have  thirty  or  forty  dollars  in  sjiecie,  and  the 
other  none ; and  the  Avhole  of  them  had  not  as 
much  specie  as  the  paper  issui'd  by  a .-aingle  one. 
The  first  bank  of  the  United  States  is.sued  no 
notes  below  ten  dollars,  which,  to  a certain 
extent,  controlled  the  issues  of  the  local  banks. 

430.  The  Hank  of  the  United  States  liaving 
failed  to  obtain  a renewal  of  its  charter  from 
Congress,  tried  to  get  a cliarter  from  the  State  ot 
Pennsylvania,  but  was  refused  from  the  prepon- 
derance of  local  interests,  even  tliough  they  oftered 
a very  large  bribe.  A banking  mania  began  to 
declare  itself  in  1810,  and  the  Legislature  pas^d 
a laAv  prohibiting  any  nnincori>orated  companies 
from  carrying  on  any  of  the  (iperations  of  bank- 
ing, but  this  Avas  generally  disregarded,  and  even 
companies  incorjiorated  for  other  pmqioses,  issued 
notes.  During  the  session  of  1812-13,  a bill  to 
incorporate  25  banks  passed  both  houses  of  the 
Legislature,  by  a majority  of  one  in  each  house. 
The  governor  returned  the  bill  with  his  objections. 
Hut  the  next  session  a bill  to  incorporate  41 
banks  Avith  capitals  amounting  to  17  million  dol- 
hu's,  passed  by  a large  majority.  The  governor 
again  returned  it  Avith  objections,  but  two-thirds 
of  each  house  having  agreed  to  it,  it  became  Iuav 
on  the  21st  March,  1814,  and  under  this  Act  37 
banks  were  actually  instituted.  The  simultaneous 
operations  of  these  manufactories  of  paper,  i»ro- 
duced  its  natural  effect.  The  paper  became  de- 
preciated, and  caused  a hea\*y  pressure  on  the 
banks  for  specie.  The  AVestern  and  Southern 
Banks  had  been  doing  exactly  the  same,  and  the 
consequence  Avas  that  in  August  and  September, 
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^814,  all  the  banks  in  the  United  States,  except 
hose  in  New  England,  stopped  payment.  In 
November,  the  paper  of  the  best  banks  in  Phila- 
lelphia  was  at  14  per  cent,  discount. 

441.  In  October,  1814,  during  this  general 
mspension,  Mr.  Dallas,  secretary  to  the  Treasury, 
•econimended  the  establislinient  of  a National 
Bank,  witii  a cai>ital  of  50,000,000  dollars,  of 
■vhich  *20  millions  should  be  subscribed  by  go- 
vernment, and  paid  in  6 per  cent,  stock.  The 
emainder  to  be  subscribed  by  individuals,  and 
*f  it  18  millions  might  be  in  st<K‘k.  The  bank 
vasto  be  allowed  to  suspend  specie  payments,  if 
he  President  thought  it  desirable.  After  many 
lisenssions  and  changes  of  jdan,  a bill  for  a bank 
>a.ssed  the  Legislature,  but  was  vetoed  by  Presi- 
lent  Madison.  The  banks  being  freed  by  popular 
Lcquiesceiice  from  paying  in  specie,  multiplied 
apidly,  and  extended  their  operations,  so  that 
he  notes  of  the  city  banks  fell  20  per  cent.,  and 
hose  of  the  country  ones  from  20  to  50  j>er  cent., 
.nd  specie  so  entirely  disappeared  from  circula- 
ion,  that  even  the  fractional  parts  of  a dollar  were 
taid  in  small  notes,  and  tickets  is.sned  by  banks, 
or|)orations,  and  individuals.  Prices  rose  corre- 
pomlingly,  and  people  were  for  a long  time  de- 
uded  into  the  belief  that  this  was  a real  rise  in 
heir  value.  The  government  in  vain  tried  to 
urb  these  issues.  But  the  banks  were  indepeii- 
lent,  and  rejected  all  attempts  to  establish  some 
Ixcd  medium  of  circulation.  They  thought  that 
t was  their  duty  to  make  as  mncli  profit  as  tliey 
' ould  for  themselves,  and  every  eftbrt  and  plan 
- .evised  by  the  government  to  give  unitbrmity  to 
he  currency  failed. 

432.  The  entire  failure  of  all  attempts  at  iie- 
otialioii  with  the  banks,  which  appeared  to  have 

. dopted  a suspension  of  cash  payments  en  per- 
\ lanence^  made  the  government  once  again  britig 
: >rward  the  scheme  of  a National  Bank.  In  his 
; lessage  to  Congress  on  tlie  oth  December,  1815, 

; ^resident  Madison  called  the  attention  of  the 
; legislature  to  the  intolerable  state  of  the  cur- 
) ency,  and  said  that  if  the  State  banks  could  not 
1 emedy  it,  the  probable  operation  of  a National 
] Sank  would  merit  consideration.  So  weak  was 
1 :ie  government,  that  it  did  not  venture  to  cou- 
I emu  the  suspension  of  cash  payments,  but  it  said 
1 lat  the  continuance  of  it  must  be  ascribed  to' a 
1 ew  cause.  But  now  was  manifested  the  wisdom 
i f the  founders  of  the  constitution  of  the  States, 

' 'hich  declared  that  no  State  should  make  any- 
1 ling  but  gold  and  silver  legal  tender ; if  it  had 
1 ot  been  for  this  fiiudamcutal  enactment,  there 
i m be  little  doubt  that  the  States  would  either 
1 ave  gone  back  to  their  old  ]>aper  issues,  or  the 
I anks,  by  a permanent  refusal  to  pay  specie,  would 
1 ave  produced  the  same  etfects.  The  delusion 
vas  the  prevailing  one  in  England  at  the  same 
t me,  where  the  doctrines  of  the  bullion  report 
1 ere  now  held  in  gi*eat  contempt,  by  the  majority 
f F Parliament  and  the  public.  At  length,  how- 
€ .*er,  returning  sense  dawned  upon  the  public, 
aid  towards  the  close  of  1815,  the  doctrine  so 
g ?uerally  taught  and  believed  that  it  wiis  not  the 
\ iper  currency  which  was  depreciated,  but  specie 
> hich  had  risen  in  value,  began  to  be  abandoned. 

433.  In  January,  1816,  a bill  was  brought  in 
t > establish  a Bank  of  the  United  States,  and  after 
^ sry  warm  debates,  wa.s  passed  and  approved  by 
t te  Tresident  on  the  10th  of  April.  By  Act 


1816,  c.  44,  the  Bank  of  the  L^nited  States  was 
established,  with  a capital  of  35,000,000  dollars, 
in  350,000  shares  of  100  dollars  each.  Seventy 
thousand  sharrs  were  to  be  subscribed  for  and 
paid  by  the  government  of  the  United  States,  the 
remainder  by  individuals,  amounting  to  28,000,000 
dollars,  of  which  7 millions  were  required  to  be 
in  gold  or  silver,  and  the  remaining  21  millions, 
cither  in  gold  nr  silver,  or  the  funded  debt  of  the 
States.  The  secretary  to  the  Treasury  might 
suWribe  on  b'-half  of  the  government  fur  7 mil- 
lion dollars,  either  in  coin  or  in  the  funded  debt  of 
the  Union.  1 he  government  might  redeem  the 
funded  debt  subscribed  to  the  capital  of  the  bank, 
at  certain  rates,  and  the  bank  might  sell  it  on  cer- 
tain conditions.  The  subscribers  were  to  continue 
as  a corporation  till  the  3rd  March,  1836,  and 
they  were  enabled  to  possess  and  hold  in  law, 
lands,  rents,  tenements,  hereditaments,  goods  and 
chattels,  and  < ffects  of  whatsoever  kind,  nature, 
and  quality,  to  an  amount  not  exceeding  in  the 
whole  55  millions  of  dollars,  including  the  amount 
of  capital  afori‘saitl.  The  usual  provisions  as  to 
trading  were  inserted;  ami  its  bills  obligatory, 
and  of  credit  under  seal,  were  to  be  transferable 
by  indorsement,  but  they  were  not  to  be  for  a 
less  sum  tliau  5,000  dollars.  All  its  bills  and 
notes  Avere  to  be  payable  to  bearer  ou  demand, 
except  those  for  any  sum  not  less  than  100 
dollars,  ]»ayable  to  ortler  of  any  individual,  and 
at  any  time  not  exceeding  60  days  from  their 
date.  The  bunk  was  to  establish  a branch  of  de- 
posit and  di.scount  in  Columbia,  whenever  any 
law  of  the  United  States  ordered  so,  ami  also  in 
any  State  in  a\  hich  2,000  shares  should  be  sub- 


rcquire  it  by  a law.  They  might  also  establish 
any  such  branches  at  their  own  discretion,  within 
the  United  States,  or  its  territories.  No  note  Avas 
to  be  for  less  than  5 dollars,  and  so  long  as  they 
AA'cre  payable  on  demand,  they  Avere  to  be  re- 
ceived in  }»ayment  of  all  debts  due  to  the  United 
States.  It  Ava.'  forbidden  to  lend  the  government 
of  the  Union  more  than  500,000  dollar.s,  or  that  of 
any  State  more  than  50,000,  or  to  foreign  ones  at 
all.  All  deposits  of  the  money  of  the  United 
States,  in  ]>laces  in  which  the  bank  and  its  branches 
Avere  established,  A\’ere  to  be  made  in  it,  unless  the 
secretary  to  the  Treasury  should  at  any  time 
otherAvise  order  and  direct,  and  if  he  did  so,  he 
should  immediately  lay  before  Congi*ess  his  reason 
for  doing  so.  It  Avas  prohibited  from  suspending 
payments  in  specie  of  any  of  its  obligations ; and 
if  it  refused  payment  at  any  time  of  any  of  its 
obligation.s  to  tlieir  just  holders,  it  should  pay 
interest  at  12  per  cent,  upon  them.  In  consi- 
deration of  its  exclusive  privileges,  it  should  pay 
the  Government  of  the  United  States  one  million 
and  a-half  of  ilollars.  It  Avas  to  exist  for  tAA'o 
years  after  the  expiry  of  its  charter,  for  the  pur- 
pose of  Avindiiig  up  its  concerns.  The  same 
session  a resolution  was  passed,  declaring  that 
after  the  20th  February,  1817,  nothing  but  gold 
and  .silA'er,  trea-nry  notes,  and  the  notes  of  specie- 
paying  banks,  imght  to  be  received  in  payment  of 
dues  to  the  United  States.  The  banks  had  got 
such  ama.stery  over  the  community,  that  a person 
Avho  Avished  to  enforce  payment  of  ten  notes  for 
100  dollars  eacli  from  a bank,  could  get  no 
adA'oeate  to  undertake  the  cause  for  many  mouths. 


When  at  last  proceedings  Avere  began,  the  presi- 
dent of  the  bank  refused  to  appear.  The  Sheritf 
called  a posne  comitatvs  to  his  aid,  and  took 
the  president,  by  force,  before  the  Court.  The 
bank  refusing  still  to  pay  the  notes,  its  doors 
were  shut  by  the  sheriff,  but  in  defiance  of  that, 
it  was  soon  opened  again.  In  defiance  of  the  re- 
solution of  Cemgress,  the  banks  determined  not  to 
resume  payment  before  the  1st  July,  1817.  At 
length  the  legislature  of  Ncav  York  passed  a laAA% 
that  imposed  a penalty  of  12  per  cent,  on  any 
bank  that  should  not  pay  its  notes  in  specie. 

434.  The  bank  of  the  United  States  com- 
menced business  at  Thiladelphia,  on  the  1st 
January,  1817,  and  the  opinion  held  of  its  utility 
and  operation  by  the  government  of  the  country 
well  deserves  our  attention,  because  Sir  Robert 
Feel  attributed  the  subsequent  crisis  in  America  j 
to  its  suppression ; this  Avill  render  it  necessary 
to  give  these  to  our  readers  at  some  length,  in 
order  to  enable  them  to  judge  Avhether  Sir  Robert 
Feel  was  borne  out  in  his  conclusions.  The 
capital  of  the  bank  AAiien  it  began  business  Avas 
1,400,000  dollars  in  specie,  and  14,000,000  in 
public  stocks.  A second  instalment  of  2,800,000 
became  due  soon  after.  “ But  it  is  clear,"  said  a 
contemporary  ]>amphlet,“  that  the  bank  having 
commenced  operations,  and  put  its  paper  into 
circulation,  could  not  enforce  the  ]>ayment  of  the 
specie  part  of  the  second  and  third  instalments 
of  the  capital  in  nerc  acf/uisiiiojis  of  specie.  They 
Avoiild  be  paid  either  in  the  notes  of  the  bank,  or 
ill  the  specie  Avhich  they  avouUI  draAv  out  of  the 
bank,  or  icith  cheques  drawn  on  the  credit  of  the 
discounts^  or  not  at  all."  But  the  directors  did 
not  AA'ait  until  the  second  instalment  Avas  due,  they 
jiassed  a resolution  in  December,  before  any  of 
the  bank's  notes  AAcre  in  circulation,  authorizing 
discounts  on  a pledge  of  stock.  By  these  means 
the  of  the  second  instalment  Avas  chiefly 

effected  by  the  credit  created  on  discounting  ou 
the  pledge  of  stock ; and  instead  of  2,800,000 
of  dollars  in  specie,  there  Avere  only  324,000  j>aid 
in  coin.  A third  instalment  of  2,800,000  dollars 
in  coin,  and  of  7,000,000  in  public  stock  Avas  due 
on  the  1st  of  July,  but  a Committee  of  Congress 
saul,  “ Of  the  2,800,000  dollars  Avhich  aa’us  to 
ha\'e  been  paid  at  the  third  instalment,  it  is 
belieA^ed  that  a very  trifling  amount  Avas  paid  in 
coin,  and  as  little  of  the  funded  debt,  but  that 
nearly  the  ivhole  were  paid  by  the  proceeds  of  notes 
discounted  on  stock."  Tims  the  capital  of  the 
Bank  of  the  United  States,  when  all  paid  in, 
consisted  of  about  2,000,000  in  specie,  instead  of 
7,000,000,  and  of  about  21,000,000  of  funded  debt, 
instead  of  *28,000,000,  and  of  about  12,000,000 
in  the  bank's  oavii  notes  obtained  by  discounts 
on  its  own  stock  ! 

435.  “ The  Directors,"  says  the  Report  to 
Congi'ess,  “did  not  confine  theinseh'es  to  the 
amount  prescribed  in  the  resolution  of  December 
the  27tii,  that  is,  to  the  proportion  of  the  coined 
part  of  the  second  instalment,  but  discounted  to 
the  full  par  value  of  the  stock,  which  was  paid 
for  by  the  proceeds  of  the  same  discounts  ; ami  the 
'discounts,  the  i>aymcnt  of  t!»e  second  instalment, 
the  payment  of  the  in*ice  to  the  owner,  the  trans- 
fer, and  the  pledge  of  the  stock,  AA-ere,  as  it  is 
termed,  simultaneous  operations.  All  the  dis- 
counts on  stock  after  the  20th  February,  1817, 
were  made  at  the  par  value  of  the  shares,  Avhich 


enabled  the  discounter  not  only  to  pay  the  whole 
of  the  instalments,  including  the  specie  part,  and 
the  funded  debt  part,  but  also  to  draw  out  of  the 
bank  tlic  amoinit  Avluch  might  have  been  paid  in 
on  his  shares.”  Every  species  of  gambling  in 
the  price  of  shares,  immense  loans  to  directors, 
and  stock-jobbing  folloAved.  In  January,  a con- 
vention of  delegates  from  the  banks  of  Ncav  York, 
Fhiladelphia,  Baltimore,  Richmond,  and  Norfolk, 
met  at  Fhiladeli>hia,  and  resolved  to  resume 
specie  payments  on  the  20th  February,  provided 
that  the  l’'uited  States  Bank  should  not  demand 
payment  for  balances  due  to  from  them  until 
it  had  discounted  for  persons  in  Ncav  York  to  the 
amount  of  2,000,000,  in  Fhiladelphia,  2,000,000, 
in  Baltimore  1,500,000,  and  half  a million  in 
Virginia.  One  of  the  objects  of  the  bank  Avas  to 
equalize  the  exchange  throughout  the  l^nion,  but 
this  Avas  done,  not  by  making  the  local  banks  pay 
their  notes  in  specie,  but  by  a system  of  drawing 
and  re-draAving,  carried  on  between  the  head 
bank  and  its  branches.  The  directors  at  some 
of  the  branches  caused  much  embarrassment  by 
their  excessive  issues.  The  discounts  of  the 
bank,  Avhich  were  3,000,000  in  February,  in- 
creased to  20,000,000  in  April,  to  25,000,000  in 
July,  and  to  33,000,000  in  October ; and  at  the 
end  of  the  year  the  “ expansion  " made  by  the 
United  States  Bank  greatly  exceeded  the  “con- 
traction" made  by  the  local  banks.  The  com- 
mittee of  tlie  Senate  of  I’enusyhania  say,  “Had 
the  United  States  Bank  been  conducted  with  the 
discretion  and  wisdom  Avhich  were  so  essential 
to  so  poAvcrfnl  a machine,  its  influence  might 
haA'e  been  producti\'e  of  the  most  happy  conse- 
quences. Tlie  public  Ava.s  aAvare  that  the  cur- 
rency of  the  State  banks  Avas  still  depreciated 
from  excess,  and  that  nothing  but  a further  re- 
duction of  their  issues  could  remoA^e  its  unsound- 
iiess,  and  yet  Avith  this  fact  evident  to  the  most 
limited  capacity,  the  directors  of  the  ncAv  bank 
fancitrd,  tliat  if  they  could  only  persuade  the 
city  banks  to  call  that  a sound  currency,  which 
AA'as  in  reality  an  unsound  one,  the  evil  of  depre- 
ciation could  be  cured,  and  they  accordingly 
proposed  to  them  to  enter  into  an  arrangement 
to  resume  specie  payment  on  the  21st  of  February 
foIloAving.  The  city  banks,  sensible  that  their 
poAver  over  the  community  Avas  so  great,  that 
few'individuals  aa'ouUI  have  the  boldness  to  make 
large  demands  on  them  for  coin,  and  relying  on 
the  forbearance  that  had  hitherto  been  extended 
to  them  by  an  injured  public,  who  had  for  tAvo 
years  ami  a-half  been  paying  them  6 per  cent, 
for  their  dishonoured  bills,  consented  to  the 
arrangement,  and  specie  payments  AAere  nomi- 
nally resumed  on  the  appointed  da}'.  We  say 
nomiyially,  because  in  point  of  fact,  a bond  fide 
resumption  did  not  take  place,  as  is  evident  from 
the  Avell-kuoAA'ii  circumstance  that  for  a long 
time  after  that  period  American^  as  well  iis 
foreign  coins,  avouUI  comniaiid  on  the  spot,  a 
price  in  city  bank  notes,  above  their  nominal 
value.  Depreciation  can  as  Avell  result  from  the 
forbearance  of  the  public  to  demand  their  rights, 
as  from  the  refusal  of  the  banks  to  pay  their 
engagements ; and  the  arrangement  alluded  to 
Avas  not  any  real  resumption  of  cash  payments, 
but  a mere  change  of  one  species  of  inconverti- 
bility for  another.  No  sooner,  however,  had  the 
directors  of  the  National  Bank  succeeded  in  the 
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desirable  object  of  rendering  depreciated  paper 
an  equivalent  for  their  owii  converlible  notes, 
than,  instead  of  reflecting  from  an  ac(inaintancc 
with  general  principles,  and  from  the  experience 
of  the  past,  that  the  channels  of  circulation  could 
contain  uiiiy,  without  depreciation,  but  a limited 
amount  of  paper  credits;  and  that  that  amount 
was  already  in  these  cliannels,  they  began  to  add 
to  the  mass  already  redundant,  by  emissions  of 
their  own  notes;  and  in  the  course  of  a few 
months  added  to  the  mass  of  bank  loans  an 
iinount  gi*eatly  beyond  the  reduction  which  had 
been  made.  By  these  means  the  currency, 
ilthough  nominally  convertible,  was  depreciated 
below  its  former  low  state,  and  was  thrown  back 
instead  of  being  advance'll,  on  the  road  to  resto- 
ration, and  thus  was  rendered  nugatory  all  the 
j)ain  and  embarrassment  which  tlie  public  had 
nift'ered  from  the  former  curtailments  of  the  State 
Oanks." 


436.  “And,”  say  the  Committee  of  Congress, 

the  bank  improvideutly  aflbrded  a tcmjjtatiou 

to  the  Western  iianks  pai-ticularly,  to  extend 
their  circulation  of  notes,  by  insisting  on  its 
branches  paying  out  their  own  notes  in  pre- 
ference to  those  of  the  State  Banks,  and  on  their 
lelivering  drafts  on  the  eastern  cities,  Avlienever 
t could  be  done,  to  i>revent  the  remittance  of 
heir  own  notes.  The  branch  notes,  and  the 
Irafts  issued  in  consequence  of  these  instructions, 
were  swept  away,  the  facility  of  remittance  thus 
inwarily  given,  as  well  as  by  the  ordinary 
jalance  of  trade.  A vacuum  in  the  circulation 
.vas  thus  produced,  which  could  be  supplied  only 
jy  the  local  notes,  which  were  readily  received 
jy  the  otliccs  of  the  Bank  of  the  United  States, 
ind  were  retained  by  them  as  a fund  upon  wliich 
iiterest  was  paid  by  the  State  Banks.  The 
committee  are  of  opinion,  that  instead  of  couduct- 
ng  with  the  alleged  rigor  towards  the  State 
Banks,  the  Bank  of  the  United  States  is  liable  to 
:he  more  serious  charge  of  having  increased  the 
imount  of  notes  in  circulation  by  its  acceptance 
jf  them  in  those  places  where  it  was  known  they 
vould  not  be  redeemed  in  specie,  and  by  making 
hem,  in  the  manner  before-mentioned,  the  only 
‘irculating  medium  in  that  part  of  the  country.” 

437.  The  bank  went  on  in  the  same  way  the 
lext  year,  by  which  time  its  discounts  were 
13,000,000.  it  issued  its  notes  so  fast  that  the 
officers  of  the  bank  could  not  sign  them  sufii- 
dently  quickly  fqr  the  demand,  and  a bill  was 
wrought  ill  to  appoint  extra  officers  for  that 
purpose^  but  it  was  not  carried.  It  sold  a consi- 
lerable  jiart  of  its  funded  debt  for  specie,  and 
hen  imported  7,000,000  dollars  in  specie.  But 
IS  the  issues  were  still  excessive,  specie  was  ex- 
ported faster  than  it  was  imported  by  the  bank. 
bTom  Boston  and  Salem  alone,  5,000,000  of 
loliars  were  exported  in  twelve  moiith.s,  and  it 
vas  estimated,  that  from  the  whole  Union,  at 
cast  12,000,000  were  exported.  And,  uot- 
vithstanding  its  imports,  the  bank  never  had  at 
me  time,  3,000,000  dollars  in  its  vaults.  In 
July,  it  found  itself  in  danger  of  bankruptcy, 
ind  it  ordered,  that  by  the  1st  of  November, 
here  must  be  a reduction  of  discounts  to  the 
imount  of  2,000,000  at  rhiladelpliia,  the  same 
it  Baltimore,  700,000  at  llichmond,  and  500,000 
it  Norfolk;  and  that  the  banks  of  Cincinnati 
ind  Columbia  must  pay  their  balances  due.  But 
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even  this  wos  not  enough,  and  a redaction  of 
another  million  was  thought  necessary  at  Phila- 
delphia, a course  indeed  highly  necessary,  as  the 
premium  on  Spanish  dollars  M as  already  10  per 
cent.,  and  M as  considerable  on  other  coins. 

438.  This  sudden  and  violent  contraction  of 
discounts,  to  so  large  an  amount  in  so  short  a 
time,  caused  ividespread  distress  and  ruin,  M'hich 
was  further  increased  by  an  order  not  to  receive  at 
the  head  office,  or  branches,  as  deposits,  any  notes 
but  those  issued  at  the  same  office.  Thus,  every 
office  of  the  bank  dishonoured  the  paper  of  every 
other  office  of  the  same  bank ! This  distress 
spread  through  the  M-hole  community,  and  jdaiis 
M'ere  broached  for  creating  an  inconvertible 
]>aper  money.  I'ublic  opinion  became  hostile  to 
the  banks,  and  tliey  M'ere  strongly  denounced  by 
the  governors  of  several  States.  The  Governor 
of  NeM*  York  said,  “The  enibarrassments  arising 
from  the  disordered  state  of  our  currency,  have 
increased  instead  of  diminishing,  since  J had  the 
honour  to  address  the  Legislature  on  the  subject. 
And  unless  efficient  preventives  are  adopted, 
and  suitable  remedies  applied,  the  evil  M ill  be 
iu  a state  of  ] (regressive  augmentation.  A pro- 
position to  in^  est  banks  mUIi  a power  of  coining 
money  M’ould  have  no  advocates,  and  yet  it 
might  not  be  so  ]>ernicious  as  the  authority 
already  granted  of  emitting  bank  notes.”  The 
Governor  of  Ohio  said  much  the  same.  The 
Governor  of  Kentucky  denounced  the  ■whole 
banking  system,  iu  the  most  vehement  terms. 

439.  Ill  Nttveniber,  1818,  a committee  of  Con- 
gress M’as  appointed  to  investigate  the  affairs  of 
the  bank,  and  they  reported  in  January,  1819, 
that  it  had  violated  its  chai’ter  in  four  particu- 
lars,— in  buying  2,000,000  of  public  debt;  iu  not 
requiring  the  .-ihareholders  to  pay  the  second  and 
third  instalments  iu  coin,  or  public  debt ; in  paying 
dividends  to  shareholders  who  Mere  iu  arrear 
for  calls ; and  in  alloMdiig  persons  to  have  more 
than  their  legal  number  of  notes.  ^Motions  to 
cause  a scire  facias  to  issue,  to  have  the  charter 
forfeited,  and  to  repeal  it,  -were  made,  but  re- 
jected,— a very  large  number  of  members  being 
shareholders  in  it.  On  the  publication  of  this 
report,  the  shares  immediately  fell  to  93,  and  the 
I*resideut  resigned,  and  Mr.  Cheves,  of  South  Ca- 
rolina, M*as  elected  to  his  place.  This  gentleman, 
three  years  after ivards,  gave  the  shareholders  an 
exposition  of  the  affairs  of  the  bank,  and  its  mis- 
management,— the  length  of  mIucIi  prevents  us 
giving  it  entire.  It  details  the  extravagance  of 
its  issues,  and  the  violent  contraction  it  found 
necessary.  Among  other  things,  it  said,  that  on 
the  1st  of  April,  1819,  the  bank  at  Philadelphia 
had  only  126,745  dollars  in  its  vaults;  and  the 
same  day,  upon  striking  a balance  bctiveen  it  and 
the  city  baiiks^  it  OM'ed  them  79,125  dollars.  On 
the  12th  of  the  same  month  it  had  but  71,522 
dollars,  and  it  owed  the  city  banks  196,418  dol- 
lars: the  offices  at  New  York  and  Boston  were 
even  in  a w'orse  state,  and  at  the  same  time,  it 
owed  some  English  houses  900,000  dollars,  M'liich 
it  was  bound  to  pay  immediately.  He  said  that 
all  the  resources  of  the  bank  could  not  have  sus- 
tained it  another  month ; -when,  twenty-seven 
months  before,  it  had  commenced  business  Mith 
a free  capital  of  28,000,000  dollars.  Its  omii 
officers  defrauded  it ; and  at  Baltimore  alone,  it 
lost  from  this  cause  1,671,221  dollars.  Its  ag- 
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gregate  losses,  arising  out  of  operations  which 
preceded  the  6th  of  March,  1819,  exceeded 
considerably  3,500,000  dollars.  The  dividends, 
during  the  same  time,  M’ere  4,410,000.  But  of 
this  1,348,553  M'ore  received  as  interest  on  tlie 
public  debt  held  by  the  bank,  and  the  entire 
losses  exceeded  the  entire  profits  by  more  than 
half  a million  dollars.  It  had  imported  many 
millions  of  specie  at  a great  loss,  M’hich  M'ere 
entirely  exhausted,  and  were  not  yet  paid  for^ 
and  tlie  directors  then  expected  that  it  M'ould 
shortly  liave  to  stop  ])ayment.  This  event  M'as 
universally  expected  both  in  and  out  of  the  bank. 
lIoM'cver,  upon  a general  meeting  of  the  directors 
being  licld  on  the  9th  of  April,  strong  measures 
were  adopted,  aud  in  the  space  of  seventy  days 
it  had  not  only  righted  itself,  but  was  able  to 
aflbrd  assistance  to  other  institutions,  m Inch  ivere 
a.scertained  to  be  solvent.  But  these  measures 
M'ere  not  effected  without  the  mo.st  terrible  dis- 
tress. For  a time  the  general  question  Mas  not 
M'ho  had  gone,  but  mIio  had  stolid  ; confidence 
was  so  terribly  shaken  that  even  persons  in  good 
credit  had  to  pay  36  per  cent,  for  discounts. 

440.  In  August,  1819,  it  M'as  estimated  that 
there  M*ere  20,000  persons  daily  seeking  emjiloy- 
ment  in  PIiiladel]>hia  ; the  case  M'as  very  much 
the  same  in  New  York  and  Baltimore.  A com- 
mittee Mas  ajqiointed  to  investigate  the  situation 
of  the  manufacturers  of  Philadelphia.  They  re- 
ported that  thirty  trades,  Mliich  employed  9,672 
hands  in  1816,  only  employed  2,137  persons  in 
1819.  In  Pittsburg,  trades  Mliich  employed 
1,960  persons  iu  1815,  employed  only  672 
persons  in  1819.  The  distress  was  universal. 
The  papers  in  the  Western  States  M'cre  tilled 
with  descriptions  of  the  general  ruin  and  depre- 
ciation of  the  value  of  i>roperty.  In  one  small 
State,  Maryland,  the  Gazette  of  one  day  con- 
tained six  columns  of  advertisements,  by  order 
of  the  Insolvent  Commissioners.  The  Senate  of 
Pennsylvania  appointed  a committee  to  examine 
into  tlie  causes  of  the  distress.  The  committee 
reported  on  the  20th  of  January,  1820.  It 
enmnerated  the  evils,  mIucIi  Mere  deep  and 
general,  and  attributeil  them  almost  entirely  to 
the  abuses  of  banking,  and  most  severely  blamed 
the  misconduct  of  the  United  States  Bank.  The 
House  of  Uejwesentatives  also  appointed  a com- 
mittee, M’hich  came  to  the  same  conclusion.  The 
committee  said,  “ Iu  defiance  of  all  experience, 
and  in  contempt  of  M’arnings  almost  projihetic, 
M'hich  M'ere  given  to  them  at  the  time,  the  people 
of  Pennsylvania,  during  an  expensive  Mar,  and 
iu  the  midst  of  great  embarrassments,  established 
forty-one  new  banks,  M ith  a cajiital  of  17,500,000 
dollars,  and  authority  to  issue  bank  notes  to 
double  that  amount.  In  consequence  of  this 
most  destructive  measure,  the  inclination  of  a 
large  part  of  the  people,  created  by  past  ]»ros- 
perity,  to  live  by  siicculation,  and  not  by  labour, 
M'as  greatly  increased,  a si>irit  iu  all  respects 
akin  to  gambling,  jn-evailed;  a fictitious  value 
M as  given  to  all  descriptions  of  projierty  ; specie 
'vas  driven  from  circulation,  as  if  by  commoii 
consent ; and  all  efforts  to  restore  society  to  its 
iiatural  condition  Mere  treated  ivith  undisguised 
contempt.  *♦♦***  A new 
measure,  hoM'cver,  remained  to  be  adopted,  that 
M'as  really  to  close  the  last  scene  in  the  drama  of 
ciTor,  the  currency  had  already  nearly  vanished, 


but  M’as  temporarily  restored  on  the  seaboard. 
The  enormity  of  fictitious  credit  began  to  be 
felt ; the  abusive  extent  of  paper  issues  was 
about  to  effect  its  om  ii  remedy  in  the  State,  M'hen 
Congress  created  a Corporation^  M'ith  authority 
to  circulate  upMards  ot  100,000,000  of  a ncM* 
paper  medium,  a corporation  spreading  its 
branches  over  the  Union,  M'ith  the  baneful 
iufiuence  of  the  fabled  upas.” 

441.  To  give  an  adequate  picture  of  the  uni- 

versal ruin  and  misery,  mIucIi  at  this  period 
prostrated  the  whole  country,  M'ould  far  exceed 
onr  limits,  aud  yet  it  is  not  possible  to  form  a 
proper  conception  of  its  extent,  M'ithout  present- 
ing a large  number  of  extracts  from  contem- 
porary publications.  Those  m Iio  take  an  interest 
in  the  matter,  we  may  refer  to  ^Ir.  Gonge's 
Short  History  of  Paper  Money  and  Bunking  in 
the  United  Fhiladelphia,  1833,  M'here 

they  M'ill  find  an  anqJe  series  of  extracts  ou  the 
subject. 

442.  The  effects  of  this  tcnible  revulsion 
M'ere  felt  in  many  States  of  the  Union  for  several 
years  afterwards.  But  the  interest  of  the 
banking  portion  of  tiie  community  M'as  too 
poM’erful  for  the  good  sense  of  the  authorities, 
and  multitudes  of  fresh  banks  started  on  the 
debris  of  the  old  ones,  and  it  would  onlv  M’cary 
our  readers  to  enter  into  minute  details.  In 
1824-25  a synqmthetic  speculation  broke  out, 
Mith  the  contemporaneous  one  in  England, 
M'hich  of  course  mbs  folloM'ed  by  an  etpiivalent 
re-action,  and  nothing  remarkable  occurred  to 
detain  us  till  1829. 

443.  In  the  message  of  President  Jackson 
this  year,  December  8,  1829,  the  first  attack  by 
tlie  government  was  made  on  the  bank  of  the 
United  States.  The  charter  did  not  expire  until 
1836;  but  the  President  said  that  a measure  of 
such  importance  could  not  he  loo  soon  presented 
to  the  deliberate  consideration  of  the  legislature 
and  the  ])ublic.  “Both  the  constitutionality  and 
the  expediency  of  the  law  creating  this  bank  are 
M'ell  questioned  by  a large  ])ortiou  of  our  felloM  - 
citizens;  and  it  must  be  admitted  by  all,  that  it 
has  failed  in  the  great  end  of  efahlishing  a 
uniform  and  sound  currency."  This  portion  of 
his  message  M'as  referred  to  the  t'oiinnittee  of 
Ways  and  Means  to  report  upon.  This  report 
M'as  presented  ou  the  1 3th  of  April,  1830,  and 
M'as  a very  long  and  a very  able  document, 
taking  the  opposite  vicM-  to  the  President's.  It 
entered  into  a minute  history  of  the  establish- 
ment of  a National  Bank  ; the  evil  effects  M’hich 
the  abolition  of  the  first  bank  had  upon  the  cur- 
rency ; the  necessity  for  organizing  a second  one, 
M hich  it  maintained  had  fiilly  ansMcred  its  pur- 
pose. It  <leprecate<l  in  the  most  earnest  manner 
the  refusal  of  a grant  of  a reneival  of  the  bank's 
charter. 

444.  In  his  message  of  December,  1830,  the 
President  again  urged  consideration  of  the  bank 
(liiestion  on  Congi-ess.  On  the  2nd  February, 
1831,  Mr.  Benton  moved  in  the  Senate  to  intro- 
duce a resolution  that  the  charter  of  the  bank  of 
the  United  States  ought  not  to  be  reneM'ed. 
Leave,  however,  Mas  refused  by  a majority  of 
23  to  20.  In  liis  message  of  1831,  the  President 
again  recommended  the  bank  question  to  the 
notice  of  Congress.  Ou  the  9th  of  January,  1832, 
the  president  and  tlirectors  of  the  bank  presented 
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a memorial  to  the  Senate,  requesting  a renewal 
of  the  charter,  whicli  Avas  referred  to  a committee 
of  five.  This  committee  prepared  a bill  to  renew 
the  charter  of  the  bank  for  fifteen  years  from 
the  time  of  its  expiry  in  1S36.  The  bill  Avas  in- 
troduced into  the  Senate  by  Mr.  Webster,  in  an 
able  speech.  C Gales  and  Seaton^  VoL  IV//., 
p.  954. J Mr,  Benton  strongly  opposed  the  re- 
ncAving  of  a charter  to  a single  great  corporation. 
He  infinitely  preferred  having  a larger  nuinl>er 
of  moderate  establishments,  lie  seav  the  advan- 
tage of  checking  poAA'crs  in  banking  governments, 
as  Avell  as  in  political  gov'crnraents.  “The  three 
Scottish  banks  had  held  each  other  in  check,  had 
proceeded  moderately  in  all  their  operations, 
conducted  their  business  regularly  and  pru- 
dently, and  alAvays  kept  themselves  in  a con- 
dition to  face  their  creditors ; while  the  single 
English  bank,  having  no  check  from  rival  insti- 
tutions, ran  on  in  the  Avantonness  of  its  OAvn 
unbridled  poAver,  deluging  the  country,  Avhen  it 
pleased,  Avith  paper,  and  filling  it  Avith  specu- 
lation and  extravagance,  draAving  in  again  when 
it  pleased,  and  filling  it  with  bankrni>tcy  and 
pauperism ; often  transcending  its  limits,  and 
twice  stopping  i>ayment,  and  once  for  a period 
of  tAventy  years.  There  can  be  no  question  of  the 
incomparable  superiority  of  the  Scottish  hanking 
system  over  the  English  banking  system^  eA’en  in 
a monarchy.  * * * In  the  peculiar  excel- 

lence of  the  Scottish  plan  lies  a fcAv  i>lain  and 
obvious  principles,  closely  related  to  Kepublican 
ideas.  First.  No  exclusiA’C  privileges.  Secondly, 
Three  independent  banks  to  check  and  control 
each  other,  and  diffuse  their  benefits,  instead  of 
one  t(»  do  as  it  pleased,  and  monopolize  the 
moneyed  poAver.  Thirdly.  The  liability  of  each 
stockholder  for  the  amount  of  his  stock  on  the 
failure  of  the  bank  to  redeem  its  notes  in  specie. 
F'ourthly.  The  payment  of  a moderate  interest 
to  deposits.  Fpon  these  fcAv  plain  principles, 
all  of  them  founded  in  Kepublican  notions,  equal 
rights,  and  equal  justice,  the  Scottish  banks  huA’C 
advanced  themseh'es  to  the  first  rank  in  Europe, 
have  eclipsed  the  Bank  of  England,  and  caused 
it  to  be  condemned  in  its  own  country,  and  have 
made  themselves  the  model  of  all  future  bank- 
ing institutions  in  Great  Britain.”  After  a great 
many  amendments  and  minor  divisions,  the 
bill  finally  passed  the  Senate  by  a majority  of 
2«  to  *20.  In  the  House  of  Kepreseutatives,  the 
memorial  of  the  hank  Avas  referred  to  the  Com- 
mittee of  AVays  and  Means  by  a majority  of  100 
to  90.  On  the  10th  of  February,  18:J2,  this 
CV>mmittee,  by  a majority,  brought  in  a bill  to 
prolong  the  charter  for  tAA'enty  years  after  1836, 
Avith  some  modifications.  On  the  23rd  February, 
1832,  ]\Ir.  Clayton  moA'cd  for  a select  committee 
to  examine  into  the  aflairs  of  the  bank  of  the 
Fnited  States,  Avhich,  after  a very  keen  debate, 
Avas  carried.  Tlie  report  of  the  majority  of  this 
committee  A\*as  highly  adA’crse  to  the  manage- 
ment of  the  bank  ; it  charged  it  Avith  the  same 
mismanagement  and  overtrading  as  in  1819, 
and  in  consetpience  of  that  a A’cry  severe  con- 
traction Avas  then  going  on.  On  the  1st  of  March 
the  bank  had  only  6,800,000  dollars  in  specie, 
2,860,000  dollars  in  notes  of  other  banks,  and 
no  funded  debt  to  meet  notes  of  its  own,  in  cir- 
culation 23,717,000  dollars,  deposits  17,050,000 
dollars,  and  foreign  debts  1,876,000,  making  an 


aggregate  of  42,643,000  dollars.  The  report  of 
the  majority  of  the  committee  recommended  that 
the  present  bank  should  not  be  re-chartered,  nor 
any  other  one  chartered,  until  the  public  debt 
should  ha\'e  been  paid  oft*,  and  the  revenue  ad- 
justed to  th  * expenditure.  The  report  of  the 
miuority,  hoAvever,  emphatically  refuted  the 
charges"  brought  by  that  of  the  majority  again.st 
the  bank,  in  every  particular.  The  bill  sent 
doAvn  from  ihe  Senate  Avas  ftnally  passed  by  a 
majority  of  106  to  84,  and  on  the  4th  July  Avas 
sent  lip  to  the  President.  The  President,  hoAV- 
CA'cr,  on  the  10th  July  vetoed  the  bill  as  mis- 
chievous and  unconstitutional,  adducing  many 
arguments  of  great  cogency.  On  tlie  message 
being  sent  to  the  Senate,  and  a motion  made  to 
declare  the  bill  law,  notwithstanding  the  A^to  of 
the  I’rcsident,  Avhich  required  a majority  of  tAVo- 
thirds,  the  motion  AAas  lost  by  22  to  19. 

445.  In  his  message  to  Congress  in  December, 
1832,  the  language  of  the  President  regarding  the 
bank  became  stronger  and  more  decided  : he  even 
gave  A'cry  strong  hints  as  to  its  doubtful  solvency. 
“ Such  measures  as  are  Avithiii  reach  of  the  Secre- 
tary of  the  '‘'reasury  ha\e  been  taken  to  enable 
him  to  judge  Avhcfher  the  public  deposits  in  tliat 
institution  may  be  regarded  as  entirely  safe  ; but 
as  his  liniiteci  poAver  may  prove  inadequate  to 
this  object,  I recommend  the  subject  to  the  atten- 
tion of  Congress,  under  the  firm  belief  that  it  is 
AAorthy  of  their  serious  investigation.  An  inquiry 
into  the  transactions  of  the  institution,  embracing 
the  branches  as  Avell  as  the  principal  bank,  seems 
called  for  by  the  credit  Avhich  is  given  through- 
out the  country  to  many  serious  charges,  im- 
peaching its  character,  and  Avhich,  if  true,  may 
justly  excite  the  apprehension  that  it  is  uo  longer 
a safe  depository  of  the  money  of  the  people.” 
In  consequence  of  this  portion  of  the  message, 
the  House  ol  Representatives  referred  the  ques- 
tion to  the  Committee  of  AVays  and  Means,  to 
examine  into  the  groniuLs  of  the  doubts  of  the 
solA'eiicy  of  the  bank.  The  majority  of  the  com- 
mittee reported  entirely  in  its  favour  ; it  said  that 
the  total  liabilities  of  the  bank  Avere  37,800,000 
dollars,  and,  if  the  evidence  and  statements  of 
the  directors  could  be  relied  on,  its  available  and 
secure  resources  were  80,865,000  dollars.  The 
report  concluded  by  saying  that  if  the  evidence 
could  be  relifd  on,  there  could  be  no  doubt  of  the 
entire  soundness  of  the  Avhole  bank  capital,  after 
meeting  all  demands  upon  it ; and  it  recommended 
a resolution  that  in  the  opinion  of  the  house  the 
gOA-ernmeiit  deposits  might  safely  be  coiitimied  in 
it,  Avhich  Avas  carried  by  a majority  of  109  to  46. 

446.  At  the  Presidential  election  of  1832,  the 
question  of  ihereneAA  al  of  the  bank  charter  was 
one  of  the  ])rincipal  ones  on  which  the  election 
turned.  General  Jackson  had  always  been  iii- 
fiexibly  opposed  to  the  monopoly  of  the  bank. 
AVhen  he  avus  elected,  it  Avas  understood  as  the 
general  verdict  of  the  majority  of  the  people 
agaiiist  the  contiuiiance  of  the  bank.  NotAvith- 
stauding  tlu  vote  of  the  House  of  Representa- 
tives in  July,  that  the  deposits  of  the  United 
States  might  be  safely  continued  in  the  bank, 
the  Secretary  to  the  Treasury  withdrew  them 
from  the  bank  in  September  and  October,  1833, 
and  placed  them  in  several  of  the  State  banks, 
la  accordani.^e  with  the  laAv,  the  secretary  laid 
before  Congress  a statement  of  his  reasons  for 
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SO  doing.  In  this  he  alleged  not  only  that  the  authority  and  power  not  conferred  by  tho  con- 
a])proaching  period  of  the  termination  of  the  stitution  and  Iuavs,  but  in  derogation  of  both 
charter  imperatively  required  that  such  a thing  and  this  resolution  Avas  caiTicd  by  26  to  20.  I'o 
should  be  done  some  time  before  its  expiring,  in  this  very  serious  resolution  the  President  returned 
order  to  prevent  much  inconA'cnience  both  to  an  energetic  protest,  showing  its  uncoustitution- 
ctnnmerce  and  tho  government  from  such  an  ality,  and  quoting  resolutions  from  the  legislatures 
event  taking  place  on  a sudden,  but  he  brought  of  the  States,  in  accordance  Avith  his  oavii  views, 
forward  the  gravest  charges  of  corruption  and  The  President  demanded  that  his  protest  should 
misc-onduct  against  the  bank  itself,  Avhich  Avere  be  entered  in  the  journals  of  the  Senate.  Upon 
corroborated  by  memorials  from  the  government  this,  a debate  began  ten  times  more  furious  than 
direcRws.  He  alleged  that  tho  bank  had  osteii-  the  preceding  one;  and  after  nearly  a month,  it 
sihly  petitioned  for  a reucAval  of  its  charter  in  was  resolved  by  a majority  of  27  to  16  that  the 
1832,  four  years  before  its  expiring,  on  the  protest  asserted  powers  on  behalf  of  the  Presi- 
grouiid  that  its  operations  Avere  so  extensive,  dent,  Avhich  were  inconsistent  Asdth  the  coustitu- 
tliat  if  the  charter  Avas  not  to  be  rencAved,  it  tiou  and  the  just  authority  of  Congress,  that  it 
was  necessary,  for  the  welfare  of  the  country,  Avas  a breach  of  the  privileges  of  tlie  Senate,  and 
that  it  should  begin  cautiously  and  gradually  to  should  not  bo  entered  in  their  journals.  Tho 
contract  them  ; and  yet,  since  then,  Avheu  the  debates  in  the  House  of  Representative-s  wero 
bank  Avas  still  nearer  the  end  of  its  existence,  equally  animated.  But  the  Avill  of  the  President 
9 and  Avhcii  they  had  no  reason  to  expect  a finally  prevailed,  notAvithstanding  all  the  speeches 
reueAval  of  the  charter,  they  had  increased  their  and  resolutions  of  both  houses  of  Congress ; aud 
issues  most  extravagantly.  In  the  end  of  De-  a bill  av^  eventually  passed  for  regulating  the 
cember,  1830,  its  advances  Avere  42,402,304  deposits  in  the  State  banks, 

dollars,  and  at  tho  end  of  1831  they  wero  448.  But  the  bank  and  its  friends  wero  by  no 

63,026,452 dollars, being anincroiise of  20,000,000,  means  inclined  to  gi\'e  up  the  struggle.  Ou  tho 
nr  nearly  50  i>er  cent.;  and  by  the  end  of  May,  18th  of  March,  1834,  Mr,  AA'ebster  moA'ed  for 
1832,  they  had  still  further  increased  to  70,428,070  leave  to  bring  in  a bill  to  continue  for  six  years, 
dollars,  being  an  increase  of  28,025,766  dollars,  the  Act  iucori>orating  the  subscribers  to  the  bauk 
or  66  per  cent.,  in  the  space  of  sixteen  months,  of  the  United  States.  He  described  the  universal 
Tliere  Avas  ample  cA'ideuce  before  the  government  distress  tho  country  was  suti*ering  under,  which 
that  this  extraordinary  increase  had  taken  place  ho  attributed  entirely  to  the  rcmoA^al  of  tho 
for  political  reasons,  and  in  order  to  give  the  deposits  from  the  United  States  Bank.  lie  dAA'elt 
bank  a gi'cater  hold  over  the  community.  They  upon  the  extreme  importance  of  credit  in  modern 
hadspeiit  immense  sums  in  disseminatingspceclics,  commerce.  “Commercial  credit  is  the  creation 
pampidets,  essays,  and  iirticles  throughout  the  of  modern  times,  aud  belongs  in  its  highest  per- 
. Union,  aud  the  other  directors  had  systematically  fection,  only  to  the  most  eulightened  and  best- 

' excluded  the  government  du-ectors  from  the  governed  iiatlous.  Iii  the  priraith'e  ages  of  com- 

knoAvledge  of  many  of  the  most  important  of  the  merce,  article  is  exchanged  for  article,  Avithout 
bank’s  operations.  The  other  directors  of  the  the  use  of  money  or  credit.  This  is  simple  barter. 

- bauk  Avere  not  slow  in  replying,  and  they  well  But  in  its  progress  a syni^l  of  property,  a coni- 

I bespattered  the  President  aud  his  friends  with  mou  measure  of  value  is  introduced,  to  facilitate 

mud,  aud  countercharges  of  political  hostility  to  tho  exchanges  of  property,  and  this  may  be  iron, 
f the  Bank.  It  is  certainly  possible,  that  there  or  any  other  article  fixed  by  law,  or  by  consent, 
was  an  amount  of  truth  in  this,  but  yet  the  solid  but  has  generally  been  gold  aud  silver.  This, 
facts  cliarged  against  the  bank  Avere  unrefuted.  certainly,  is  a great  advance  beyond  simple 
447.  This  A*ery  strong  measure  of  removing  barter,  but  no  greater  than  has  been  gained,  in 
the  deposits  from  tlie  Bank  of  tlie  United  States,  modern  times,  by  proceeding  from  the  mere  use 
ga\^e  rise,  of  course,  to  the  most  virulent  and  of  money  to  the  use  of  credit.  Credit  is  the  vital 
j)rotracted  controversy.  The  President  had  dis-  air  of  the  system  of  modern  commerce.  It  has 
missed  Mr.  Duane,  the  Secretary  of  the  Trea-  done  more^  a thousajui  times.,  to  enrich  nations,  than 

siiry,  because  he  haddecliued  to  remove  them.  The  all  the  mines  of  all  the  world.  It  has  excited 

debates  l>egaii  in  the  Senate  on  the  26tli  Decern-  labour,  stimulated  manufactures,  pushed  com- 
ber, 1833,  Aviien  Mr.  Clay  moved  that  the  Presi-  merce  oyer  every  sea,  aud  brought  every  nation, 

dent,  by  dismissing  a Secretary  to  the  Treasury,  every  kingdom,  aud  every  small  tribe  among  the 
because  he  conscientiously  disapproved  of  re-  races  of  men,  to  be  known  to  all  the  rest ; it  has 
moving  the  dei^sits,  ami  appointing  another  to  raised  armies,  equipped  navies,  and  triumphing 
effect  that  imrposo,  had  assumed  a power  over  over  the  gross  poAver  of  lucre  numbers;  it  iuis 
the  Treasury  of  the  United  States,  not  granted  to  established  national  superiority  on  the  fouiida- 
him  by  the  constitution  and  Uiavs,  and  dangerous  tion  of  intelligeiicc,  Avealth,  and  well-directed 
to  the  liberties  of  the  people;  and  that  the  rea-  industry.  Credit  is  to  money  Avhat  money  is  to 
. sons  iitisigiied  by  the  Secretary  to  tho  Treasury  articles  of  nierchaudize.  * * . L hold 

) for  removing  the  doiiosits  Avere  unsatisfiictory  the  immediate  couvertibility  of  bank  notes  into 
and  insufticient.  The  conclusion  of  Mr.  Clay’s  specie  to  be  an  iudispcnsable  security  to  their 
speech  Avas  folloAvcd  by  the  most  A'ehemeiit  out-  retaining  their  value ; but  consistently  yiili  this 
bursts  of  applause  from  the  croAA'ds  Avhich  thronged  security,  and  indeed,  founded  upon  it,  cred  .t 
the  galleries  and  lobbies.  The  debate  continued,  becomes  the  great  agent  of  exchange.  It  is 
Avithlittleinterruptiou,  for  three  mouths,  at  the  end  alloAved  that  it  increases  consumi>tion,  by  auti- 
of  Aviiich  Mr.  Clay  modified  his  resolution,  ami  cipating  products;  aud  that  it  supplies  present 
proposed  it  thus,  resolved,  “That  the  President,  wants  out  of  future  means.  And  as  it  circulates 
in  the  late  executiA'o  procoodiiigs  iu  relation  to  commodities  without  tho  actual  use  of  gold  aud 
the  public  revenue,  has  assumed  upon  himself  siU’er,  it  not  only  saves  much  by  doing  aAvay 

TAHT  II.  VOL.  I,  ^ 


178  BA>?KING  IN  AMERICA. 


B/i^s^KING  IN  AMERICA. 


with  the  constant  transportation  of  the  prccions 
metals  from  place  to  place,  but  accomplishes 
exchanges  with  a degi’ee  of  dispatch  and  punc- 
tuality not  otherwise  to  be  obtained.  All  bills 
of  exchange,  all  notes  running  upon  time,  as  well 
ns  tlie  paper  circulation  of  the  banks,  belong  to 
the  system  of  commercial  credit.  » • « . 

It  is  very  true  that  commercial  credit,  and  the 
system  of  banking  as  a part  of  it,  does  furnish  a 
substitute  for  capital.”  Nothing,  however,  even- 
tually came  of  this  motion,  as  the  public  mind 
was  so  distracted  and  divided  upon  the  subject, 
that  it  was  impossible  to  agree  upon  any  course. 
The  will  of  the  President  prevailed  over  the 
votes  of  both  houses  of  Congress,  and  the  charter 
of  the  bank  was  not  renewed;  but  it  obtained 
one  as  an  ordinary  State  bank  from  the  legisla- 
ture of  Pennsylvania,  and  thenceforth,  during  tho 
short  remainder  of  its  existence,  it  was  no  more 
than  a common  State  bank. 

449.  In  December,  1834,  the  President  hav- 
ing conquered  all  opposition,  was  still  more  em- 
phatic in  his  denunciation  of  the  bank.  “ Cir- 
cumstances make  it  my  duty  to  call  the  attention 
of  Congress  to  the  bank  of  the  United  States. 
Created  for  the  convenience  of  the  government, 
that  institution  has  become  the  scourge  of  the 
peoi)Ie.  Its  interference  to  postpone  the  pay- 
ment of  a portion  of  the  national  debt,  that  it 
might  retain  the  public  money  appropriated  for 
that  purpose,  to  strengthen  it  iu  a political  con- 
test, the  extraordinaiy  extensiou  and  contraction 
of  its  accommodations  to  the  community — its 
corrupt  and  partisan  loans — its  exclusion  of  the 
public  du'cctors  from  a knowledge  of  its  most 
important  proceedings — the  unlimited  authority 
conferred  on  tho  President  to  expend  its  funds 
iu  hiring  wTiters,  and  procuring  the  execution  of 
printing,  and  the  use  made  of  that  authority — tho 
retention  of  tlie  pension-money  and  books,  after 
the  selection  of  new  agents — the  groundless  claims 
to  heavy  damages  iu  consequence  of  the  protest 
of  the  bill  drawn  on  the  French  government, 
have  through  various  cliannels  been  laid  before 
Congress.  Immediately  after  the  close  of  the  last 
session,  the  bunk,  through  its  President,  announced 
its  ability  and  readiness  to  abandon  tlie  system  of 
unparalleled  curtailment,  and  tlie  interruption  of 
domestic  exchanges  which  it  had  practised  upon 
from  the  1st  of  August,  1833,  to  the  30th  of  June, 
1834,  and  to  extend  its  accommodations  to  the 
community.  The  grounds  assumed  in  this  annun- 
ciation amounted  to  an  acknowledgment  that  the 
curtailment  in  the  amount  to  Miiich  it  had  been 
caiTied,  was  not  necessary  to  tho  safety  of  tho 
bank,  and  had  been  persisted  in  merely  to  induce 
Congress  to  grant  the  prayer  of  the  bank  in  its 
memorial  relative  to  tho  removal  of  tho  deposits, 
and  to  give  it  a new  charter.  They  were  sub- 
stantially a confession  that  all  the  real  distresses 
which  individuals  and  the  country  had  endured 
for  the  preceding  six  or  eight  months,  had  been 
needlessly  produced  by  it,  with  the  view  of  affect- 
ing, through  the  sufferings  of  the  people,  the  legis- 
lative action  of  Congress.  It  is  a subject  of  con- 
gi'atulation  that  Congress  and  the  country  had 
the  virtue  and  tirmness  to  bear  the  infliction; 
that  the  energies  of  our  people  soon  found  relief 
from  this  wanton  t)Tauny,  in  vast  importations 
of  the  precious  metals  from  almost  every  part  of 
the  world,  and  at  the  cl(>se  of  this  tremendous 


effort  to  control  the  bank,  our  government  found 
itself  powerless,  and  no  longer  able  to  loan  out 
its  surplus  means.  The  community  had  learnt 
to  manage  its  affairs  without  its  assistance,  and 
tra<le  had  already  found  new  auxiliaries,  so  that 
on  the  1st  of  October  last  the  extraordinary  spec- 
tacle was  presented  of  a National  Bank,  more 
than  one-half  of  whose  capital  was  either  lying 
unproductive  in  its  vaults,  or  in  the  hamki  of 
foreign  bankers.” 

450.  One  gi*eat  object  of  President  Jackson 

and  the  party  with  which  he  acted  was  to  al)olish 
the  small  notes,  which  circulated  throughout  tho 
Union,  for  a dollar,  and  even  half-a-dollar,  and 
to  substitute  gold  and  silver.  In  his  message  of 
1835,  he  again  recurs  to  the  bank.  “ Connected 
with  tho  condition  of  the  finances,  and  the 
flourishing  state  of  the  country  in  all  its  branches 
of  industry,  it  is  plea.^ing  to  witness  the  advan- 
tages which  have  alrea<ly  been  derived  from  the 
recent  law  regulating  the  value  of  the  gold 
coinage.  These  advantages  will  be  more  appa- 
rent in  the  course  of  the  next  year,  when  the 
branch  mints  authorized  to  be  established  iu 
North  Carolina,  Georgia,  and  Louisiana,  shall 
have  gone  into  operation.  Aided,  as  it  is  ho]>cd 
they  will  be,  by  further  reforms  in  the  banking 
systems  of  the  States,  and  by  judicious  regula- 
tions on  the  part  of  Congress  in  relation  to  the 
custody  of  the  public  moneys,  it  may  be  confi- 
dently anticipated  that  tho  use  of  gold  and  silver 
as  a circulating  medium,  will  become  general  iu 
tho  ordinary  transactions  connected  with  the 
labour  of  tfie  country.  The  great  desideratum 
in  modern  times,  is  an  efficient  check  upon  tho 
power  of  banks,  preventing  that  excessive  issue 
of  paper,  whence  arise  the  fluctuations  in  tho 
standard  of  value  which  render  uncertain  tho 
rewards  of  labour.  It  was  supposed  by  those 
who  established  the  bank  of  the  United  States, 
that  from  tho  credit  given  to  it  by  the  custody  of 
the  public  moneys  and  other  privileges,  and  the 
cautious  taki'U  to  guard  against  the  evils  which 
the  country  had  suffered  in  the  bankruptcy  of 
many  of  tho  State  institutions  of  that  period, 
we  should  derive  from  that  institution  all  tho 
security  and  benefits  of  a sound  currency,  and 
every  good  end  that  was  attainable  under  that 
provision  of  the  constitution,  which  authorizes 
Congress  alone  to  coin  money,  and  regulate  tho 
value  thereof.  But  it  is  scarcely  necessary  now 
to  say  that  these  anticipations  have  not  been 
realized.  After  the  extensive  embarrassments, 
recently'  produced  by  the  bank  of  the  United 
States,  from  which  the  country  is  now  recover- 
ing,  aggravated  as  they  were  by  pretensions  to 
power,  which  defied  tho  public  authority,  and 
which,  if  acquiesced  iu  by  the  people,  would 
have  changed  the  whole  character  of  our  govern- 
ment, every  candid  and  intelligent  individual 
must  admit  that  for  the  attainment  of  the  great 
advantages  t»f  a sound  currency,  we  must  look 
to  a course  of  legislation  radically  different  from 
that  which  created  such  an  institution.  * * ♦ 

The  experience  of  another  year  has  confirmed  tho 
utter  fallacy  of  tho  idea  that  the  bauk  of  tho 
United  States  was  necessary  as  a fiscal  ageut  of 
the  government.” 

451.  In  1836,  the  President  again  entered 
very  fully  into  the  question  of  the  currency,  and 
a national  bank.  “It  is  apparent  from  the  Avliole 


J 


BANKING  IN  AMERICA. 


BANKING  IN  AAEERICA. 


179 


context  of  the  constitution,  as  well  as  the  history 
of  the  times,  which  gave  birth  to  it,  that  it  was 
the  purpose  of  the  convention  to  establish  a cur- 
rency consisting  of  the  precious  metals.  These, 
from  their  peculiar  properties,  which  rendered 
them  the  standard  of  value  in  all  other  coun- 
tries, were  adopted  in  this,  as  well  to  establish 
its  commercial  standard  in  reference  to  foreign 
countries,  by  a permanent  rule,  as  to  exclude  the 
use  of  a mutable  medium  of  exchange,  such  as 
of  certain  agricultural  commodities,  recognized 
by  the  statutes  of  some  States  as  a tender  for 
debts,  or  the  still  more  pernicious  expedient  of 
a paper  currency.  The  last  from  the  experience 
of  the  evils  of  the  issues  of  paper  during  the 
revolution,  had  become  so  justly  obnoxious,  as 
not  only  to  suggest  the  danse  in  the  constitution 
forbidding  the  emission  of  bills  of  credit  by  the 
States,  but  also  to  produce  that  vote  in  the 
convention,  which  negatived  the  proposition  to 
grant  power  to  Congress  to  charter  corporations  ; 
a proposition  well  understood  at  tho  time  as 
intended  to  authorize  the  establishment  of  a 
national  bank,  which  was  to  issue  a currency 
of  bank  notes,  as  a capital  to  be  created  to  some 
extent  out  of  government  stock.s.  Although  this 
proposition  was  refused  by  a direct  vote  of  the 
convention,  tho  object  was  afterwards  in  effect 
obtained  by  its  ingenious  advocates,  through  a 
strained  construction  of  the  constitution.  The 
debts  of  the  Revolution  were  funded  at  prices 
which  formed  no  equivalent,  compared  with  tho 
nominal  amount  of  the  stock,  and  under  circum- 
stances which  exposed  the  motives  of  some  of 
those  Avho  participated  in  the  passixge  of  the  Act, 
to  some  distrust.  TLe  fact  that  the  value  of  the 
stocks  was  greatly  enhanced  by  the  creatiou  of 
the  bank,  that  it  was  well  understood  that  such 
would  be  the  case,  and  that  some  of  the  advo- 
cate.s  of  the  measure  were  largely  benefited  by 
it,  belong  to  the  history  of  the  times,  and  are 
well  calculated  to  diminish  tho  respect  which 
might  otherwise  have  been  due  to  the  actiou  of 
the  Congress  which  created  the  institution.  On 
the  e.stabli.shment  of  a national  bank,  it  bec^ime  ; 
the  interest  of  its  creditors  that  gold  should  be 
super.seded  by  the  paper  of  a bank,  as  a general 
currency.  A value  was  soon  attached  to  the 
gold  coins,  which  made  their  exportation  to 
foreign  countries  as  a mercantile  commodity, 
more  profitable  than  their  retention  and  use  at 
home,  as  money.  It  followed  as  a matter  of 
course,  if  not  designed  by  those  who  established 
the  bank,  that  the  bank  became  in  effect  a sub- 
stitute for  the  Mint  of  the  United  States.  Such 
was  the  origin  of  a national  bank  currency,  and 
such  was  the  beginning  of  those  dilficnlties  which 
now  a]>pear  in  the  excessive  issues  of  the  banks 
incorporated  by  the  various  .states.  Although  it 
may  not  be  possible  by  any  legislative  means 
within  our  power,  to  change  at  once  the  system 
which  has  l^en  introduced,  and  has  received  the 
acipiicsceiico  of  all  portions  of  the  country,  it  is 
certainly  our  duty  to  do  all  that  is  consistent 
with  our  constitutional  obligations,  to  prevent 
the  mischiefs  which  are  threatened  by  its  undue 
extension.  That  the  efforts  of  the  fathers  of  our 
govermueut  to  guard  against  it  by  a constitu- 
tional i)rovision  were  founded  on  an  intimate 
knowledge  of  the  subject,  has  been  frequently 
attcstctl  by  the  bitter  experience  of  the  country. 


The  same  course  which  led  them  to  refuse  their 
sanction  to  a power  authorizing  the  establishment 
of  incorporation  for  banking  purposes,  now  exists 
in  a much  stronger  degree  to  urge  us  to  exert  tho 
utmost  vigilance  iu  culling  into  action  the  means 
necessary  to  correct  tho  evils  resulting  from^  the 
unfortunate  exercise  of  the  power ; and  it  is  to 
be  hoped  that  tho  opportunity  of  effecting  this 
great  good  will  be  improved  before  the  country 
witnesses  new  scenes  of  embarrassment  and 
distress.  Variableness  must  ever  be  the  charac- 
teristic of  a currency,  of  which  the  precious 
metals  are  not  the  chief  ingredients,  or  -which 
can  be  expanded  or  contracted  without  regard  to 
the  j)rinciples  that  regulate  the  value  of  those 
metals  as  a standard  in  the  general  trade  of  the 
world.  With  us,  bank  issues  constitute  such  a 
currency,  and  must  ever  do  so  until  they  are 
made  dependant  on  those  just  proportions  of  gold 
and  silver,  as  a circulating  medium,  which 
experience  has  proved  to  be  necessary,  not  only 
in  this,  but  in  all  other  commercial  countries. 
When  those  proportions  are  not  infused  into  the 
circulation,  and  do  not  control  it,  it  is  manifest 
that  prices  must  vary  according  to  the  tide  of 
bank  issues,  and  the  value  and  stability  of  pro- 
perty must  stand  exposed  to  all  the  uncertainty 
which  attends  the  administration  of  institutions 
that  are  constantly  liable  to  tlie  temptations  of 
au  interest  distinct  from  that  of  the  community 
in  which  they  are  established.  The  progre^  of 
an  ex])ansion,  or  rather  a depreciation  of  tho 
currency,  by  excessive  bank  issues,  is  always 
attended  by  a loss  to  the  labouring  classes.  This 
portion  of  the  community  have  neither  time  nor 
opportunity  to  watch  the  ebbs  and  flows  of  tho 
money  market.  Engaged  from  day  to  day  iu 
their  useful  toils,  they  do  not  perceive  that 
although  their  wages  aro  nominally  the  same,  or 
even  somewhat  higher,  they  are  greatly  reduced 
in  fact  by  tho  rapid  increase  of  a spurious  cur- 
rency, which,  as  it  appears  to  make  money 
abound,  they  arc  at  first  inclined  to  consi<ler  a 
blessing.  It  is  not  so  with  the  speculator,  by 
whom  tills  operation  is  better  understood,  and  is 
made  to  contribute  to  his  advantage.  It  is  not 
until  the  prices  of  the  necessaries  of  life  become 
so  dear,  that  the  labouring  classes  cannot  siqiply 
their  wants  out  of  their  wages,  that  tlie  wages 
rise,  and graduall}’^  reach  ajiistly  proportioned  rate 
to  that  of  the  products  of  their  lab»»ur.  When 
thus  by  the  depreciatiou,  iu  consequence  of  the 
quantity  of  paper  in  circulation,  wages  as  M*ell 
as  prices  become  exorbitant,  it  is  soon  found  that 
the  whole  effect  of  the  adulterations  i.s  a tariff'  on 
our  homo  industry,  for  the  benefit  of  the  coun- 
tries where  gold  and  silver  circulate,  and  main- 
tain uniformity  and  moderation  in  ])rices.  It  i.s 
then  perceived  that  the  eiihauceinent  of  the  price 
of  laud  and  labour  produces  a corresi)oiuling  in- 
crease in  the  price  of  products,  until  these  pro- 
ducts do  not  sustain  a competition  with  similar 
ones  in  other  countries,  and  thus  both  mannfac- 
tured  and  agricultural  productions  cease  to  bear 
exportation  from  the  country  of  the  spurious 
currency,  because  they  cannot  be  sold  for  cost. 
This  is  the  process  by  which  specie  is  banished 
by  the  paper  of  the  banks.  Their  vaults  are 
soon  exiiausted  to  pay  for  foreign  commodities, 
the  next  is  a stoppage  of  specie  ]>aymeiits, — a 
total  di'gradatioii  of  paiier  as  a currency,  uu- 
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usual  depression  of  prices,  the  ruin  of  debtors, 
and  the  accumulation  of  property  in  the  hands 
of  creditors,  and  cautious  capitalists.  It  was  in 
view’  of  these  evils,  tojrether  w ith  the  danj^erous 
power  wielded  by  the  bank  of  the  United  States, 
and  its  repugnance  to  our  constitution,  that  I was 
induced  to  exert  the  jK>wer  conferred  upon  me 
by  the  American  people  to  prevent  the  continu- 
ance of  that  institution.  But  although  various 
dangers  to  our  republican  institutions  have  been 
obviated  by  the  failure  of  that  bank  to  extort 
from  the  government  a renewal  of  its  charter, 
it  is  obvious  that  little  has  been  accomplished 
except  a salutary  change  of  public  opinion  to- 
wards restoring  to  the  country  the  sound  cur- 
rency provided  for  in  the  constitution.  In  the 
Acts  of  several  of  the  States  jtrohibiting  the  cir- 
culation of  small  notes,  and  the  auxiliary  enact- 
ments of  Cougi-ess  at  the  last  session,  forbidding 
theii-  reception  or  payment  on  public  account,  the 
true  policy  of  the  country  has  been  advanced, 
and  a larger  portion  of  the  precious  metals  in- 
fused into  our  circulating  medium.  These  mea- 
sures wdll  probaldy  be  followed  up  in  due  time 
by  the  enactment  of  State  laws,  banishing  from 
circulation  bank  notes  of  still  higher  denomina- 
tions; and  the  object  may  be  materially  promoted 
by  fui’ther  Acts  of  Congress,  forbidding  the  em- 
ployment as  fiscal  agents,  of  such  banks  as  con- 
tinue to  issue  notes  of  low'  denominations,  and 
throwing  ini])cdiments  in  the  way  of  the  circula- 
tion of  gold  and  silver.  The  etfects  of  the  ex- 
tension of  bank  credits,  and  over  issues  of  bank 
paper,  have  been  strikingly  illustrated  in  the 
sale  of  public  lauds.  From  the  returns  made 
by  the  various  registers  and  receivers  in  the 
early  part  of  last  summer,  it  was  perceived 
that  the  receipts  arising  from  the  sales  of  the 
public  lauds  were  increasing  to  an  unprecen- 
dentod  amount,  lii  clfect,  however,  these  re- 
ceipts amounted  to  nothing  more  than  credits 
in  bank.  The  banks  let  out  their  notes  to  specu- 
lators, they  Averc  paid  to  the  receivers,  ami  imme- 
diately returned  to  the  banks,  to  be  sent  out  again 
and  again,  being  mere  instruments  to  transfer  to 
speculators  the  most  valuable  imblic  land,  and  pay 
the  govornment  by  a credit  on  the  books  of  the 
banks.  These  cretUts  on  the  hooks  of  sttme  of  the 
'Western  hanhs^  usually  called  deposits^  Avere  already 
greatly  beyond  their  immediate  means  of  pay- 
ment, and  Avere  rapidly  increasing.  Indeed,  each 
speculation  furnished  means  for  another,  for  no 
sooner  had  one  iudmdual,  or  company,  paid  in 
the  notes,  than  they  Avere  immediately  lent  to 
another  for  a like  piirp(>sc,  and  the  banks  were 
extending  their  business  ami  their  issues  so 
largely,  as  to  alann  considerate  men,  and  render 
it  doubtful  Avhether  these  bank  credits,  if  per- 
mitted to  accumulate,  Avould  ultimately  be  of  the 
least  value  to  the  government.  The  .spirit  of 
expansion  and  speculation  Avas  not  confined  to 
the  dei>osit  banks,  but  pervaded  the  Avhole 
multitude  of  banks  throughout  the  Union,  and 
Avas  giving  rise  to  ucav  institutions  to  aggravate 
the  evil.  The  safety  of  the  public  funds,  and  the 
interest  of  the  people  generally,  required  that 
these  ojicrations  should  be  diecked,  and  it 
became  the  duty  of  every  branch  of  the  general 
ami  State  governraeuts,  to  adopt  all  legitimate 
ami  proper  means  to  produce  that  salutary 
efiect.  Under  this  vicAv  of  my  duty,  I directed 


the  issuing  of  the  order  wduch  Avill  be  laid  before 
you  by  the  Secretary  of  the  Treasury,  requiring 
payment  for  the  public  lands  sold,  to  bo  made 
in  specie,  Avith  an  exception  until  the  loth  of 
the  present  month,  in  favour  of  actual  settlers. 
This  measur*^  has  produced  many  salutary  con- 
sequences. It  checked  the  career  of  the  western 
banks,  and  gave  them  additional  strength  in 
anticipation  of  the  pressure,  which  has  since 
pervaded  ow  eastern  as  well  as  the  European 
commercial  cities.  By  preventing  the  extension 
of  the  credit  system,  it  measurably  cut  off  the 
means  of  spet  ulation,  and  retarded  its  progress  in 
monopolizing  the  most  valuable  of  the  public 
lands.  It  has  tended  to  save  the  neAV  States 
from  a non-resident  proprietorship,  one  of  the 
greatest  obstacles  to  the  advancement  of  a ugav 
country,  and  the  prosperity  of  an  old  one.  It 
has  tended  to  keep  open  the  public  lands  for 
entry  by  emigrants  at  government  prices,  instead 
of  being  compelled  to  purchase  of  speculators  at 
double  or  treble  prices.  Ami  it  is  conveying  into 
the  interior  large  sums  in  sih'cr  and  gold,  there  to 
enter  permanently  into  the  currency  of  the  country, 
and  place  it  on  a firmer  foundation.  * * * 

Experience  continues  to  realize  the  expectations 
entertained  as  to  the  capacity  of  the  State  banks 
to  perform  the  duties  of  fiscal  agents  for  the 
government,  at  the  time  of  the  removal  of  the 
deposits.  It  was  alleged  by  the  advocates  of  the 
Bank  of  the  United  States,  that  the  State  banks, 
Avhatever  might  be  the  regulations  of  the  Trea- 
sury department,  could  not  make  the  transfers 
required  by  the  government,  or  uegodate  the 
domestic  exchanges  of  the  country.  It  is  now 
Avell  ascertained  that  the  real  domestic  ex- 
changes, performed  through  discounts,  by  tho 
United  States  Bank,  ami  its  25  branches,  w'ere 
at  least  one-third  less  than  those  of  the  deposit 
banks  for  an  equal  period  of  time ; and  if  a 
comparison  be  instituted  betAA'ceu  the  amounts 
of  service  rendered  by  these  institutions,  on  tho 
broader  basis  avIucIi  has  been  used  by  the  advo- 
cates of  the  United  States  Bank,  in  estimating 
what  they  consider  the  domestic  exchanges  tran- 
sacted by  it,  the  result  aa  IU  be  still  mure  favour- 
able to  the  deposit  banks.  The  Avliole  amount 
of  public  money  transferred  by  the  Bank  of  tlio 
United  States  in  1832,  Avas  16,000,000  dollars. 
Tho  amount  transferred  and  actually  paid  by 
the  deposit  banks,  in  tl»o  year  ending  the  1st  of 
October  last,  Avas  39,319,899  dollars  ; the  amount 
transferred  and  paid  betAveen  that  period  and  the 
6th  of  November  AA  as  5,399,000  dollars,  and  tho 
amount  of  transfer  Avarrants  outstanding  on  that 
day  was  14,450,000  dollars,  niaking  an  aggregate 
of  59,168,894  dollars.  These  enormous  sums  of 
money  first  mentioned  have  been  transferred 
Avith  the  givatest  promptitude  and  regularity, 
and  the  rates  at  Avhich  the  exchanges  have  been 
negotiated,  previously  to  the  passage  of  the  De- 
posit Act,  Avere  generally  beloAV  those  charged 
by  the  Bank  of  the  United  States.  Indepen- 
dently of  those  services,  Avhich  arc  far  greater 
than  tiiose  rendered  by  the  United  States  Bank 
and  its  tAA'Ciity-five  branches,  a number  of  tho 
deposit  banks  have,  Avith  a commendable  zeal 
to  aid  in  tho  improvement  of  the  currency,  im- 
ported from  abroad,  at  their  oavh  expense,  large 
sums  of  the  ]>recious  metals  for  coiiiiige  and  cir- 
culation. Ju  the  same  manner  have  nearly  all  the 


predictions  turned  ont  in  respect  to  the  etfect  of 
the  removal  of  tlie  deposits — a step  unquestion- 
ably necessary  to  prevent  the  evils  which  it  was 
foreseen  the  bank  itself  would  endeavour  to  create 
in  a final  struggle  to  procure  a renewal  of  its 
charter.  It  may  be  thus,  too,  in  some  degree, 
w'ith  the  further  steps  Avhich  may  be  taken  to 
prevent  the  excessiA'c  issue  of  other  bank  paper; 
but  it  is  to  be  hoped  that  nothing  wdll  now  deter 
the  federal  and  state  authorities  from  the  firm 
and  vigorous  performance  of  their  duties  to 
themselves  and  the  people  in  this  respect.  * * * 
The  conduct  and  ])resent  condition  of  that  bank, 
and  the  great  amount  of  capital  vested  in  it  by 
the  United  States,  require  your  careful  attention. 
Its  charter  expired  on  the  3rd  day  of  March  last, 
and  it  has  noAv  no  poAver  but  that  given  in  the 
21st  section, — ‘to  use  the  corporate  name,  style, 
and  capacity  for  the  purpose  of  suits,  for  the 
final  settlement  and  liquidation  of  the  affairs 
and  accounts  of  the  corporation,  and  for  the  sale 
ami  dis]n>sition  of  their  estate,  real,  personal,  and 
mixed,  but  not  for  any  other  purpose,  or  in  any 
other  manner  whatsoever,  nor  for  a period  ex- 
ceeding two  years  after  the  expiration  of  the  said 
term  of  incorporation.*  Before  the  expiration  of 
the  charter,  the  sfi)ckholders  of  the  bank  obtained 
an  act  of  incorporation  from  the  Legislature  of 
reniisylvania,  excluding  only  the  United  States. 
Instead  of  proceeding  to  Avind  up  their  concerns, 
and  pay  over  to  the  United  States  the  amount 
due  on  account  of  the  stock  held  by  them,  the 
l)resident  and  directors  of  the  old  bank  appear  to 
iiav'c  transferred  the  books,  papers,  notes,  obliga- 
tions, and  most  or  all  of  its  property,  to  this  ncAV 
corporation,  which  entered  upon  business  as  a 
continuation  of  the  old  concern.  Amongst  other 
acts  of  questionable  validity,  the  notes  of  the 
expired  corporation  arc  kuoAvu  to  have  been  used 
as  its  OAvn,  and  again  put  in  circulation.  That 
the  old  bank  had  no  right  to  issue  or  reissue  its 
notes  after  the  expiration  of  its  charter,  cannot 
be  denied,  and  that  it  could  not  confer  any  such 
right  oil  its  substitute,  any  more  than  exercise  it 
itself,  is  equally  plain.  In  Iuaa’  and  honesty,  the 
notes  of  the  bank  in  circulation,  at  the  expiration 
of  its  charter,  should  have  been  called  in  by 
public  advertisement,  paid  up  as  presented,  and, 
together  Avith  those  on  hand,  cancelled  and 
destroyed.  Their  re-issue  is  sanctioned  by  no 
Ihav,  and  Avarranted  by  no  necessity.  If  the 
United  States  be  responsible  in  their  stock  for 
the  payment  of  tlu^se  notes,  their  re-issue  by  the 
new  cori»oration,  fur  their  oaa'u  profit  is  a fraud 
on  the  government.  If  the  United  States  is  not 
responsible,  tlien  there  is  no  legal  responsibility 
in  any  quju  ter,  and  it  is  a fraud  on  the  country. 
They  arc  the  redeemed  notes  of  a disstdved 
partnership,  but  contrary  to  the  wishes  of  the 
retiring  partner,  and  Avilhout  his  consent,  are 
again  re-issned  and  circulated.  * ♦ ♦ Tho 

lessons  tanglit  by  the  Bank  of  the  United  States 
cannot  avoII  be  lost  upon  the  American  people. 
They  Avill  take  care  ncA'cr  again  to  place  so 
tremendous  a poAA'er  in  irresponsible  hands;  and 
it  Avill  be  fortunate  if  they  seriously  consider  the 
consecjuenccs  Avhich  are  likely  to  result  on  a 
smaller  scale  from  the  facility  Avith  Avhicli  cor- 
porate pow'ers  are  granted  by  the  State  gf)vern- 
ments."  Thus  ended  the  era  of  a central  national 
bank  in  the  United  States. 


452.  We  have  already  shown,  in  the  sketch 
of  the  history  of  Banking  in  England,  that  tho 
years  1834-35-36  Avere  years  of  great  comnicr- 
cial  speculation,  arising,  very  greatly,  from  the 
extremely  plentiful  harvests,  and  the  rapid  mul- 
tiplication of  joint-stock  banks.  We  have  just 
seen  that  the  very  same  thing  took  place  in  tho 
United  States.  The  Bank  of  the  United  States 
took  the  lead  in  this  race  of  evil.  AVe  have 
already  shown  hoAV  it  increased  its  issues  in  these 
years,  pai*tly  as  alleged  by  the  Tresideiit,  for 
])arty  purposes  : but  the  other  banks  did  exactly 
the  same  thing.  The  consequence  was  a general 
spirit  of  wild  speculation  in  every  conceivable 
thing.  The  year  1837  began  Avilh  a A'ery  severe 
pressure  on  the  money  market  in  London ; and 
this  was  not  long  in  extending  itself  to  America. 
In  the  beginning  of  this  year,  boAveA'cr,  Ave  may 
note  that  the  Senate  ordered  the  resolution  of  cen- 
sure which  it  had  passed  on  President  Jackson 
to  be  expunged  from  its  books,  declaring  it  to  be 
arbitrary  and  contrary  to  the  constitution,  and 
unjust  and  unmerited.  To  sIioav  hoAv  banking 
had  increased  at  this  time,  the  Report  of  the 
Secretary  to  the  Treasury  showed  that  in  1834 
the  circulation  of  the  banks  in  the  Union  was 

94.000. 000  dollars  ; in  1836  it  was  140,000,000 
dollars;  the  total  liabilities  of  the  banks  in  1834 
Avere  195,000,000  dollars;  in  1836  they  were 

330.000. 000.  In  March,  the  difliculties  in  I-on- 
doii  Avere  supposed  to  have  been  got  oA'er,  and 
attention  began  to  be  strongly  directed  to  the 
United  States,  as  it  was  kiioAAm  that  English 
persons  Avho  had  sent  their  money  over  to  bo 
invested  there,  A\'hcn  it  Avas  cheap  in  Loudon, 
Avere  now  calling  it  in  as  rapidly  as  they  could. 
It  was  fully  expected  that  this  aa  ouKI  c:iuse  gi'cat 
distress  in  Ncav  York,  and  all  the  other  trading 
cities  in  the  United  States.  (The  Times^  March 
8,  1837).  And  the  same  doubts  Avere  then  begin- 
ning to  press  upon  the  Americans.  They  AV'ere 
then  becoming  alarmed  as  to  hoAv  they  were  to 
meet  the  payments  due  for  the  enormous  impor- 
tations of  the  preceding  year.  About  the  end  of 
March  a number  of  large  American  hou.ses  Avere 
obliged  to  apply  fur  assistauce  to  the  Buuk  of 
England,  Avhich  was  granted  to  them. 

453.  AA'hile  a crisis  aa-os  generally  expected 
on  both  sides  of  the  Atlantic,  President  Jackson 
retired  from  office,  and  in  his  fiiroAvell  address  to 
the  citizens  of  the  United  States  he  took  occasion 
to  reiterate  his  solemn  Avarning  of  the  danger  of 
the  American  system  of  paper  currency.  “In 
rencAviug  the  coufiicts  Avhicli  have  taken  place 
between  ditfercut  interests  in  the  United  States, 
and  the  policy  pursued  since  the  adojition  of  our 
])rescnt  form  of  goverumeut,  avc  find  uothing  that 
has  produced  such  deep-seated  evil  iis  the  coiu'se 
of  legislation  in  relation  to  the  currency.  Tho 
constitution  of  the  United  States  unquestionably 
intended  to  secure  to  the  i>eople  a circulating 
medium  of  gold  and  silver ; but  the  establish- 
ment of  a National  Bank  by  Congress,  Avith  tho 
privilege  of  issuing  paper  money  receivable  in 
the  payment  of  the  public  dues,  and  the  unfor- 
tunate course  of  legislation  by  the  several  Slates 
on  the  same  subject,  dreAV  from  general  circu- 
lation the  constitutional  currency,  and  substi- 
tuted one  of  paper  in  its  place.**  lie  then  entered 
into  a minute  account  of  the  evils  caused  by  tho 
arbitrary  increase  and  contraction  of  a paper 
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currency,  the  gambling  spirit  evoked  by  the 
fluctuations  in  value  of  a paper  currency,  and 
the  ruin  caused  by  it.  “ Recent  events  have 
proved  that  the  paper  money  system  of  this 
country  may  bo  used  as  an  engine  to  under- 
mine your  free  institutions ; and  that  those  who 
desire  to  engross  all  power  in  the  hands  of  tlie 
few,  and  to  govern  by  corruption  or  force,  aro 
aware  of  its  i>ower,  and  prepared  to  employ  it. 
Yotir  Itanks  now  furnish  your  only  circulating 
medium,  and  money  is  plenty  or  scarce,  accord- 
ing to  the  quantity  of  notes  issued  by  them. 
While  they  have  'capitals  not  greatly  dispro- 
portioned  to  each  other,  they  are  competitors 
in  business,  aud  no  one  of  them  can  exercise 
dominion  over  the  rest;  and  although  iu  the 
present  state  of  the  currency,  these  banks  may 
and  do  operate  injuriously  upou  the  habits  of 
business,  the  pecuniary  concerns  and'  the  moral 
tone  of  society,  yet  from  their  number  and  dis- 
persed situation,  they  cannot  combiue  for  the 
purposes  of  political  influence,  aud  whatever 
may  be  the  dispositions  of  some  of  them,  their 
power  of  mischief  must  necessarily  be  con  lined 
to  a narrow  space,  and  felt  only  iu  their  imme- 
diate neighbourhoods.  But  when  the  Charter 
of  the  Bank  of  tiie  United  States  was  obtained 
from  Congress,  it  perfected  the  schemes  of  the 
paper  system,  and  gave  its  advocates  the  posi- 
tion they  liave  struggled  to  obtain,  from  the 
commencement  of  the  federal  government  down 
to  the  present  hour.  The  immense  capital,  the 
peculiar  privileges  bestowed  upon  it,  enabled  it 
to  exercise  despotic  sway  over  the  other  banks 
in  every  part  of  the  country.  From  its  superior 
strength,  it  could  seriously  injure,  if  not  destroy, 
the  business  of  any  one  of  them  which  might 
incur  its  resentment ; and  it  openly  claimed  for 
itself  the  power  of  regulating  the  currency 
throughout  the  United  States.  In  other  words, 
it  asserted,  (aud  it  undoubtedly  possessed),  the 
power  to  make  money  ])lenty  or  scarce  at  its 
pleasure,  at  any  time,  and  in  any  quarter  of  the 
Union,  by  coutrolling  the  issues  of  otlier  banks, 
and  permitting  an  expansion,  or  compelling  a 
general  contraction  of  the  circulating  medium, 
according  to  its  own  will.  The  other  banking 
institutions  wxre  sensible  of  its  strength,  and 
they  soon  generally  became  its  obedient  instru- 
ments, ready  at  all  times  to  execute  its  mandates  ; 
and,  with  the  banks,  necessarily  went  also  that 
numerous  class  of  persons  in  our  commercial 
cities,  who  depend  altogether  on  bank  credits  for 
their  solvency  ami  means  of  business,  and  who 
are  therefore  obliged,  for  their  own  safety,  to 
propitiate  the  favour  of  the  money  power  by 
distinguished  zeal  and  devotion  to  its  service. 
The  result  of  the  ill-advised  legislation  which 
established  this  great  monopoly,  was  to  con- 
centrate the  whole  monied  power  of  the  Union, 
with  its  boundless  means  of  corrui»tion,  and  its 
numerous  dependents,  under  the  direction  aud 
command  of  one  acknowledged  head,  thus  orga- 
nizing this  particular  interest  as  one  body,  and 
securing  to  it  unity  and  concert  of  action  through- 
out the  ITiitcd  states,  ami  enabliug  it  to  bring 
forward  upon  any  occasion  its  entire  aud  undi- 
vided strength,  to  sui>ftort  or  defeat  any  measiu'e 
of  tlie  government.  In  the  Iiands  of  this  for- 
midable power,  thus  perfectly  organized,  was 
also  placed  unlimited  domiuion  over  the  amount 
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of  the  circnlating  medium,  giving  it  the  power 
to  regulate  the  value  of  property  and  the  fruits 
of  labour  in  every  quarter  of  the  Union,  and  to 
bestow  prosjterity,  or  bring  ruin  upon  any  city 
or  section  of  the  country,  as  might  best  compttrt 
with  its  own  interest  or  policy. 

“ We  are  not  left  to  conjecture  how  the  monied 
power,  thus  organized,  aud  with  such  a weayum 
iu  its  bauds,  would  bo  likely  to  use  it.  Tho 
distress  and  alarm  which  pervaded  and  agita- 
ted the  whole  country,  when  the  Bank  of  the 
United  States  waged  war  upon  the  people,  iu 
order  to  compel  them  to  submit  to  its  demands, 
cannot  yet  be  forgotten.  The  ruthless  and  un- 
sparing temper  with  which  whole  cities  and 
communities  were  oppressed,  iudividuals  im- 
])Overislied  uml  ruined,  and  a scene  of  cheerful 
prosperity  suddenly  changed  into  one  of  gloom 
and  despondency,  ought  to  be  indelibly  impressed 
on  the  memory  of  the  people  of  the  United 
States.  If  such  was  its  power  in  a time  of 
peace,  what  Avould  it  not  have  been  in  a season 
of  M'ar,  with  an  enemy  at  your  doors.  No  nation 
but  the  freciiicn  of  the  United  States  could  have 
come  out  victorious  from  such  a contest ; yet,  if 
you  had  not  conquered,  the  government  would 
have  passed  from  the  hands  of  the  many  to  that 
of  the  few;  and  this  organized  money  power, 
from  its  secret  conclave,  would  have  dictated  the 
choice  of  your  highest  officers,  and  compelled  you 
to  make  peace  or  war,  as  best  suited  their  own 
wishes.  The  forms  of  your  government  might 
for  a time  lave  remained  ; but  its  living  spirit 
would  have  departed  from  it. 

“The  distress  and  suflerings  inflicted  upon  tho 
people  by  the  bank,  are  some  of  the  fruits  of  that 
system  of  policy,  which  is  continually  striving  to 
enlarge  the  authority  of  tlie  federal  govcrniuent 
beyond  the  limits  fixed  by  the  constitution. 
The  pewers  enumerated  in  that  instrument  do 
not  confer  on  Congress  the  right  to  establish  such 
a corporation  as  the  Bank  of  the  United  States  ; 
and  the  evil  consequences  which  followed  may 
warn  us  of  the  danger  of  departing  from  the  true 
rule  of  construction,  and  of  j)ermitting  temporary 
circumstauci'S,  or  the  hope  of  better  j>romoting 
the  public  welfare,  to  influence  in  any  degree  our 
decisions  up-m  the  extent  of  the  authority  of  tho 
general  government.  Let  us  abide  by  the  con- 
stitution as  it  is  written,  or  amend  it  in  the 
ccmstitutional  mode  if  it  is  found  to  be  defective. 
The  severe  lessons  of  experience  w'ill,  I doubt 
not,  be  sutlieient  to  prevent  Congress  from  again 
chartering  such  a monopoly,  even  if  the  constitu- 
tion did  not  present  an  insuperable  objection 
to  it.” 

454.  The  crisis  in  America,  which  had  long 
been  foreseen  by  every  rational  man  who  paid 
attention  to  its  commercial  dealings  (luring  the 
preceding  twelve  months,  began  at  New  Orleans, 
at  the  beginning  of  iMarch,  Avheii  several  houses 
were  obliged  to  apply  to  the  banks  there  fur  assis- 
tance. Ab(mt  the  18th  of  that  month  the  houses 
of  New  York  connected  with  those  in  the  South 
began  to  fall,  and  by  the  end  of  the  mouth,  the 
failures  liad  become  general  throughout  the  Union. 
The  Bank  of  the  United  States  was  applied  to, 
to  remit  coin  to  Europe,  to  issue  post  notes  payable 
at  Philadeljihia,  and  bonds  payable  at  some 
distant  date  in  London,  l*aris,  and  Amsterdam. 
The  bank  promptly  agreed  to  assist  the  mer- 
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chants,  and  the  banks  of  New  York  agreed  to 
co-operatc  with  tho  United  States  Bank,  and 
increase  their  discounts  by  the  aggregate  sum 
of  1,500,000  dollars.  Tho  Philadelphia  banks 
did  the  same.  These  new  securities  were  sent 
over  to  England  and  frvourably  received-  By 
the  beginning  of  April  the  failures  iu  New  York 
reached  100,  and  their  amount  was  not  less  than 
£8,000,000.  Immense  quantities  of  these  bonds 
were  remitted,  and  soon  after  the  people  iu 
America  began  to  think  that  they  were  not  so 
advantageous  as  had  been  supposed.  The  bonds 
were  sold  at  prices  equivalent  to  borrowing  at 
two  per  cent,  per  month,  and  the  bank  of  the 

I United  States  had  got  possession  of  all  the  best 
New  York  paper  which  fell  due  during  the  next 
six  months,  of  which  it  would  demand  pajunent 
ill  sjiecie.  Tho  banks  iu  New  Y"ork  began  to 
organize  measures  to  resist  this  demand  for  specie. 
Iu  New  Orleans,  discount  on  the  best  paper  rose 
to  five  or  six  per  cent,  per  month.  “The  dis- 
tress and  panic,”  says  a contemporary  writer, 
“now  pervading  the  United  States,  have  never 
been  equalled  since  the  Revolutionary  war.  ♦ * . 
The  accounts  from  every  quarter  of  the  union 
are  of  the  same  gloomy  character; — every  mail 
adds  to  the  list  of  failures.  In  this  city,  during 
the  mouth  of  April,  about  ‘250  houses  have 
already  suspended  payment:  it  will  be  fortu- 
nate if  the  number  is  not  doubled  during  the 
next  thirty  days.” 

455.  At  length  tho  crisis  burst  at  New  York 
oil  the  8th  of  May.  The  shares  of  the  Bank 
of  the  United  States  fell  from  118  to  98  in  a 
few  days ; aud  those  of  other  banks  in  a greater 
ratio.  A run  began  on  the  ]\Iechanics’,  and  the 
Dry  Dock  Banks; — the  former  stood,  but  tho 
latter,  after  paying  away  100,000  dollars,  stop- 
ped. The  three  banks  iu  Buffalo  stopped. 

, The  entire  body  of  banks  then  in  New  York, 
after  full  deliberation,  resolved  to  suspend  specie 
payments  together;  and  an  Act  was  hurried 
tlirough  tho  Legislature,  which  was  then  sitting, 
to  legalize  the  suspension.  This  measure  pro- 
duced great  instant  relief,  and  was  immediately 
followed  by  all  the  banks  iu  the  Union,  about 
700  iu  number,  the  Bank  of  the  United  States 
among  the  rest.  In  New  Y^ork  the  paper  of  tho 
city  banks  fell  to  ten  or  twelve  discount.  This 
depreciation,  of  course,  extended  rapidly  through- 
out the  country.  Tlie  notes  in  Mississippi  tell 
to  a discount  of  25  per  cent,  compared  with  the 
city  notes  of  New  Orleans ; and  to  45  per  cent, 
compared  with  specie.  The  distress  aud  con- 
fusion caused  by  this  state  of  things  caused 
somewhat  of  a re-action  in  favour  of  a national 
bimk. 

456.  A very  general  demand  arose  that  the 
President  should  summon  an  early  meeting  of 
Congress  to  consider  what  was  to  be  done,  which 

K the  President,  having  resisted  for  some  time, 

' was  obliged  to  do.  Congress  was  suinmoued 

to  meet  iu  September.  The  message,  of  course, 
>vas  entirely  occupied  with  the  commercial  crisis, 

f which  the  President  attributed  to  the  excessive 

issues  of  banks,  both  iu  England  and  America. 
He  decidedly  discouraged  the  idea  of  founding 
another  national  bank,  and  said  that  experience 
disproved  the  idea  that  the  existence  of  a national 
bank  would  have  prevented  the  crisis.  The 
Bank  of  the  United  States  did  uot,  and  could 
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not,  prevent  former  and  similar  embarrassments, 
and,  notwithstanding  tho  s^ength  it  had  been 
supposed  to  acquire  under  its  present  charter, 
had  it  either  checked  other  institutions,  or  been 
able  to  save  itself.  The  question  of  a national 
bank  was  of  course  brought  up ; but  a majority 
of  123  to  91  iu  tho  Ilouso  of  Reprcseutatives 
voted  agaiust  it. 

457.  Tho  Bank  of  the  United  States  having 
been  defeated  in  its  attempt  to  obtain  a renewal 
of  its  charter  from  Congress,  applied  for  and 
obtained  one  fi*om  the  Legislature  of  Pennsyl- 

' vania.  The  stockholders  were  incorporated,— 
except  the  United  States,— and  allowed  to  make 
up  their  capital  to  its  former  amount  by  other 
subscriptions ; but  the  charter  conferred  upon 
them  novel  and  most  dangerous  powers,  namely, 
dealing  in  exchanges  and  merchandize ; — that  is, 
the  directors  were  allowed  to  apply  the  money 
of  tho  stockholders  or  depositors  in  any  com- 
mercial speculation  they  chose.  At  this  period, 
finding  that  their  bonds  had  been  so  well  re- 
ceived in  England,  they  detenniiied  to  send  over 
agents  of  their  own  to  manage  their  excliango 
aud  mercantile  speculations.  This  was  viewed 
with  much  jealousy  in  the  city. 

458.  Many  meetings  were  held  in  the  States 
by  the  banks  with  a view  to  resume  payments 
in  cash.  The  Bank  of  tho  United  Shites  inado 
an  attempt  to  resume  cash  payments  in  August, 
in  order  to  obtain  tho  government  deposits,  iu 
terms  of  the  law  which  enacted  that  they  aliouM 
be  placed  iu  the  nearest  specie  paying  bank,  but 
the  entanglements  and  engagemeuts  of  this  bank 
were  so  great  that  it  was  found  to  be  quito 
impossible;  and  thus  Mr.  Biddle’s  expected 
triumph  over  the  executive  was  frustrated.  In 
the  month  of  January,  1838,  things  became  still 
worse  in  New  England  ; — several  of  the  banks 
in  Boston  became  insolvent,  and  an  association 
was  formed,  which  refused  to  take  the  notes  of 
a number  of  the  others ; the  discount  on  tho 
bills  aud  notes  fell  still  lower,— in  some  casi*s 
as  much  as  70  and  80  per  cent.  An  iuve,sti- 
gation  into  the  affairs  of  the  Franklin  Bank, 
showed  the  statements  aud  figures  put  forward 
by  many  of  the  banks  were  fraudulent.  To 
show  how  extravagantly  tiie  Massachusetts  banks 
had  been  over-trading,  the  following  figures  ex- 
hibit the  specie  they  held  as  compared  to  their 
issues  : — Iu  the  county  of  Suffolk  the  banks  had 
1 dollar  iu  specie  to  4 iu  paper;  in  Middlesex, 
1 to  11;  in  Worcester,  1 to  18;  iu  Franklin, 
1 to  17;  in  Hampshire,  1 to  41  ; in  Hampden, 
1 to  19;  in  Berkshire,  I to  25 ; in  Norfolk, 
I to  19;  in  Bristol,  1 to  19;  in  Plymouth,  I to 
16;  in  Barnstaple,  I to  16;  <aiid  in  Nantuchet, 
1 to  11  ; and  the  investigations  that  took  place 
shewed  that  a number  of  the  banks  were  in  the 
habit  of  loaning  a quantity  of  specie  to  each 
other  to  make  up  tho  quantity  required  by  law, 
when  tho  commissioners  came  to  inspect  the  state 
of  the  bank. 

459.  In  March,  1838,  the  New  York  banks 
having  been  for  s^nne  time  acting  on  a system 
of  severe  curtailment,  the  exchanges  turned  in 
favour  of  America,  ami  left  a large  profit  on  the 
import  of  gold.  The  Bank  of  England,  which 
had  only  just  escaped  a very  severe  crisis  itself, 
adopted  the  astounding  measure  of  ex]M>rting  a 
million  of  gold  to  the  United  f>tat(ss.  The  New 
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York  bank-s  meantime,  bad  been  making  the  ' 
most  vigorous  efforts  to  obtain  specie.  They 
had  reduced  their  liabilities  from  25,480,000 
dollars  on  the  1st  of  January,  1837,  to  12,920,000 
dollars  on  the  1st  of  January,  1838  ; and  they 
sold  every  description  of  security  which  had 
come  into'  their  hands.  To  show  the  rash  and 
dangerous  character  of  their  system,  one  bank 
alone,  at  a single  public  sale,  put  up  6,378  shares 
in  twenty-two  different  coinjianies.  Advances 
hail  been  made  in  1836,  upon  the  security  of 
shares,  to  the  amount  of  20  per  cent,  above  their 
par  value,  and  as  they  then  sold  for  40  per  cent, 
below  that,  it  was  calculated  that  this  one  bank 
would  not  get  out  of  that  single  sale  with  a less 
loss  than  300,000  dollars.  And  the  case  of  this 
bank  was  more  or  less  that  of  many  others.  It 
w’as,  however,  determined,  if  possible,  to  resume 
payments  on  the  10th  of  May. 

460.  At  the  same  time  the  extraordinary 
operations  of  Riddle's  Bank  (as  the  United 
States  Bank  was  called,)  began  to  excite,  in 
the  minds  of  mercantile  men,  great  doubts  of  its 
stability.  The  reports  from  various  branches 
disclosed  that  a very  large  ]iortiou  of  its  assets 
were  of  a bad  and  doubtful  nature,  aud  it  began 
new  issues  of  paper,  payable  in  distant  parts  of 
the  Union,  without  any  authority  beyond  a State 
cliarter.  Immense  quantities  of  obligations  were 
sent  over  by  every  mail  to  London  to  the  agency 
there,  i>romising  about  double  the  rate  of  interest 
obtainable  on  tlic  best  English  securities.  The 
consequence  was  that  miinbers  of  people  were 
tempted  to  buy  these  up,  trusting  to  the  supposed 
magnitude  of  the  capital. 

461,  Up  to  this  time  all  the  banks  in  the 
States  were  chartered,  and  no  private  or  unin- 
corporated persons  were  allowed  to  carry  on  the 
busiiif^ss  of  banking.  In  1829  the  numerous 
bank  tailurcs  which  had  occurred  in  the  Lhiion 
since  1816,  induced  the  Legislature  of  New  York 
to  organize  what  was  called  “a  safety  fund.” 
By  this  Act  all  monied  corporations,  having 
banking  powers,  created  in  future,  or  whose 
charters  should  be  renewed  or  extended,  were 
ordered  to  pay  to  the  treasurer  of  the  State, 
every  1st  of  January,  a sum  equal  to  one  half 
per  cent,  of  its  capital  stock,  ami  such  payments 
were  to  be  continued  until  they  had  paid  in  3 
per  cent,  of  their  capital.  This  money  was  to 
remain  the  property  of  the  corporation,  but  was 
to  be  invested  by  the  treasurer,  and  the  annual 
profits  paid  over  to  the  corporation.  This  fund 
was  to  be  atqdieil  to  the  payment  of  the  notes  of 
any  f>ne  of  the  corporations  which  might  become 
insolvent,  and  not  leave  sufficient  to  discharge 
its  notes  after  the  sale  of  its  assets.  But  tlie 
State  banks  having  been  so  grossly  mismanaged, 
and  led  to  so  much  disti'ess,  it  was  now  re- 
solved, by  Act,  A]»ril  18,  1838,  to  open  the  busi- 
ness of  banking  to  others  besides  incorporated 
banks.  These  companies  and  firms  were  called 
“ Monied  Corporations,'*  “ Banking  Associa- 
tions,’* and  “Bankers,”  which  were  all  regu- 
lated by  very  stringent  enactments.  With  regard 
t t the  chaa-tered  banks,  it  was  enacted,  that  tliey 
sh'mhl  not  make  dividends  except  from  the 
fcuqtlus  jirofits  arising  out  of  their  business;  pay 
to  the  stockholders,  or  in  any  way  withdraw  any 
jiart  of  the  capital  stock  without  the  consent  of 
the  legislature ; discount,  or  receive  any  note  or 


BANKING  IN  AMERICA. 

Other  e^  idence  of  debt  in  payment  of  any  instal- 
ment artually  called  in,  or  with  the  intent  to 
provide  the  means  of  making  such  a payment ; 
receive  or  discount  any  note  or  other  evidence  of 
debt  with  the  intent  of  enabling  any  stockholder 
to  withdraw  any  part  of  the  money  paid  in  by 
him  on  his  stock;  apply  any  of  the  c<>rporate 
funds,  tixeept  surplus  profits,  directly  or  indi- 
rectly, to  the  purchase  of  their  own  stock ; 
receive  any  of  their  own  shares  in  payment 
or  satihfactiou  of  any  debt  due  to  them ; or 
exchange  any  of  their  own  stock,  or  obligations, 
for  the  stock,  or  obligations,  of  any  other  cor- 
poration; to  make  any  loans  or  discounts  ex- 
ceeding three  times  the  amount  of  capital  actually 
paid  in ; to  make  any  loans  or  discounts  to  the 
dii'cctors,  or  upon  ]taper  bearing  the  directors* 
names,  to  more  than  one  third  of  the  caj)ital. 
In  the  ( alcnlation  of  profits  all  interest  due,  but 
unpaid,  was  not  to  be  reckoned ; all  cxitenscs  ot 
management  were  to  be  deducted ; also  all 
interest  due  or  paid  on  the  debts  of  the  company, 
and  all  losses  sustained;  all  debts  due,  upon 
whicli  no  interest  has  been  paid  fm'  one  year,  or 
debts  upon  whicii  jndjnnent  has  been  recovered, 
but  remained  unsatisfied,  for  two  years.  All 
losses  sustained  which  exceeded  the  undivided 
profits,  should  be  subtracted  from  capital,  ami  no 
dividend  declared  until  the  capital  was  replaced. 
All  shares  given  as  security  for  a debt  which 
should  not  be  paid,  were  to  be  sold  within  sixty 
days  after  the  dc*bt  was  due  and  uiqtaid,  and  it 
not  sold,  they  were  to  be  deducted  from  capital, 
and  no  dividend  was  to  be  dcchu*ed  nnlil  the  loss 
should  be  made  good.  Every  chartered  bank 
was,  on  the  1st  of  January  in  each  year,  to  send 
to  the  comptroller  a very  minute  statement  of 
its  aftairs,  under  the  penalty  of  being  proceeded 
against  as  insolvent,  if  it  delayed  doing  so  tor 
one  mipnth.  This  statement  is  to  show  the 
amount  of  capital  stock  paid  in  or  invested 
according  to  the  charter;  the  value  of  the-  real 
estate  of  the  couipany,  and  how  much  of  it  is 
occupied  for  the  purpose  of  business ; the 
amount  held  of  its  own  stock,  and  hether  ab- 
solutely or  as  collateral  security ; the  debts  duo 
to  it,  specifying  each  kind;  the  debts  due  by  it, 
also  sjH  cifying  each  kind ; the  claims  against  it 
not  acknowledged  as  debts;  the  aniount  for 
which  it  is  bound  as  surety,  or  for  which  it  may 
become  liable  by  the  happening  of  contingent 
events ; of  its  notes  aud  bills  in  circulation,  its 
loans  and  discounts,  and  its  si»ecie  in  hand. 
Every  such  statement  after  the  first  shall  also 
contain  the  anumiit  of  losses  charged^  since  the 
last,  and  the  dividends  declared.  The  comp- 
troller is  to  tabulate  all  tliese  particulars  in  a 
book,  to  be  0]>en  to  public  mspectiou,  and  if  he 
suspects  that  the  figures  ai'e  inaccurate,  or  that 
the  corporation  is  insolvent,  he  is  imuiediatelv  to 
report  lo  the  legislature.  No  cori>oratiuii  having 
banking  powers  is  to  issue  any  note,  or  bill,  for 
less  than  one  dollar.  And  no  banking  company 
is  by  itself,  or  its  agents,  to  buy  up  dii*eetly,  or 
indirectly,  any  of  its  obligations  for  less  than 
the  sum  then  due  on  the  faceot  them.  No  officer 
is  to  make  any  loan  or  advance  on  any  security 
which  he  shall  know  to  have  been  refused  by 
any  other  officer  of  the  bank.  Every  one  of  the 
company's  obligations  are  to  be  payable  at  the 
banking  house  of  the  company.  Many  minute 
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regulations  are  made  as  to  the  election  of  di-  | d 
rectors,  and  the  management  of  the  safety  fund.  , h 

462.  With  respect  to  unincorporated  banks,  or  j ^ 

“banking  associations”  and  private  “bankers,  , b 
it  was  en.acted  that  the  superintendent  of  the  e 
bank  department  should  cause  to  be  engraved  a s 
certain  number  of  notes,  like  bank  notes,  ot  the  I 
same  denominations  as  those  authorized  to  be  J 
issued  by  the  incorporated  banks,  and  whenever  a 
any  person,  or  association  of  persons,  formed  l 
for  tlie  purpose  of  banking,  should  transfer  to  c 
the  sujjeriutendcnt,  any  portion  of  public  stock,  t 
issued  or  to  be  issued  by  the  State,  such  person,  t 
or  association  of  persons,  should  be  entitled  to  1 
receive  in  return  an  equal  amount  of  these  notes. 
All  such  stock  to  be  made  equal  to  State  stock 
at  six  per  cent.,  and  to  be  taken  at  its  current 
market  value,  but  not  above  its  par  value.  But 
stock  of  the  United  States  might  be  held  instead 
of  stock  of  the  State.  Such  persons  and  associ- 
ations having  received  these  notes,  and  having 
signed  them,  so  as  to  make  them  payable  ou 
demand  at  their  houses  of  business,  may  loan 
and  circulate  them.  No  association  may  com- 
mence banking  business  until  they  have  depo- 
sited with  the  superintendent  securities  required 
bv  law  to  the  amount  of  100,000  dollars,  nor  any 
private  banker  less  than  50,000  dollars.  Every 
individual  banker,  who  receives  such  notes  from 
the  sujterinteiuleut,  must  declare  whether  any 
other  person  is  interested  in  the  securities  depo- 
sited, and  he  must  also  certify  the  tOMii,  city,  or 
village,  in  which  he  resides  himself.  No  bank- 
ing association  or  private  banker  may  issue  or 
put  in  circulation  any  of  their  notes,  except  such 
a.s  are  payable  on  deiuaiul  aud  without  interest. 
If  any  person  issuing  such  notes  fail  or  refuse  to 
pay  them  upon  demand,  during  usual  business 
hours,  ill  the  lawful  money  of  the  United  States, 
the  holder  may  cause  them  to  be  ])rotested,  and  the 
snjierinteiuleiit,  on  receiving  such  protest,  shall 
give  notice  in  writing  to  the  makers  of  the  notes 
to  pay  them ; aud  if  they  neglect  to  do  so  for 
fifteen  days,  the  superintendent  is  to  give  notice 
in  the  State  papers  that  all  the  notes  issued  by 
such  persons  shall  be  redeemed  out  of  the  secu- 
rities held  by  him.  All  notes  or  bills,  wdiere 
payment  is  secured  by  the  deposit  of  public 
stock,  are  to  be  stamped  on  their  face  “ Secured 
by  the  pledge  of  imblic  stocks.”  Instead  of 
public  stocks,  such  banking  association,  or 
private  banker,  may  deposit  one  half  the  amount 
ill  bonds,  or  mortgages,  upon  real  estate,  bearing 
at  least  seven  per  cent,  interest,  of  the  State  ot 
New  York,  payable  annually,  or  semi-anuually, 
and  in  such  case  the  bills  and  notes  are  to  be 
stamped  “ Secm'ed  by  pledge  of  public  stocks, 
ami  real  estate.'*  All  the  securities  lodged  with 
the  superintendent  are  to  be  held  exclusively 
for  the  redemption  of  the  bills  and  notes  of 
such  j)ersoii  or  association  put  in  circulation  as 
money.  Any  number  of  persons  may  associate 
to  establish  offices  of  discount,  deposit,  and  cir- 
culation, upon  the  terms  and  conditions  of  the 
At.*t,  but  the  aggregate  amount  of  the  capital 
stock  of  such  association  must  not  be  less  than 
100,000  dollars;  and  they  are  to  certify  under 
their  hands  and  seals  the  name  they  intend  to 
use  in  business ; the  place  where  their  operations 
are  to  be  carried  on ; the  amount  ot  their  capital 
stock,  and  the  number  of  shares  into  which  it  is 


divided ; the  names  and  residences  of  the  share- 
holders, and  the  number  of  shares  held  by  each. 
Such  associations  may  carry  on  the  business  of 
banking,  by  discounting  bills,  notes,  and  other 
evidences  of  debt ; receive  deposits ; buy  and 
sell  gold  and  silver  bullion,  foreign  coins,  and 
bills  of  exchange;  lend  money  on  real  security. 
The  shares  are  to  be  deemed  [K?rsonal  proi>erty, 
aud  may  be  transferred : such  associations  may 
provide  by  their  articles  fitr  an  increase  of  their 
capital,  alid  the  number  of  the  associates,  Irom 
time  to  time,  as  they  may  think  proper.  All 
suits  aud  actions  bv  and  against  such  associa- 
tions arc  to  l>e  in  the  name  of  the  i»resideut,  and 
all  judgments  and  decrees  obtained  or  rendered 
against  such  associations,  are  to  be  enforced  oidy 
against  the  joint  property  of  the  association.  No 
shareholder  of  any  such  association  shall  be 
liable  in  bis  private  capacity  for  any  ol  the 
debts,  or  engagements  of  the  company,  unless 
the  articles  of  association  signed  by  him  shall 
declare  him  to  be  so.  Such  association  is  for- 
bidden to  ])urchasc,  hold,  or  convey,  real  estate, 
except  such  as  shall  be  necessary  for  tlie  trans- 
action of  its  business,  or  such  as  shall  be  mort- 
gaged to  it  bona  fide^  as  security  for  a loan  or 
a debt  due  to  it,  or  such  :is  it  shall  purcluise  at 
sales  under  judgments,  decrees,  or  mortpges 
held  by  it.  Upon  application  made  by  creditors, 
or  shareholders,  to  the  aunmiit  of  1,000  dollars, 
stating  facts,  verified  by  affidavit,  the  supreme 
court  may,  in  its  dLscretioii,  order  a strict  exam- 
ination to  be  made  in  the  affairs  of  the  assctcia- 
tion  to  ascertain  its  condition,  and  the  prudence 
of  its  management,  aud  the  result  of  such  inves- 
tigation is  to  be  published  in  such  maimer  as  the 
court  mav  direct. 

463.  Every  banking  association  and  private 
banker  shall  make  out  an  annual  statement,  shew- 
in'^f  the  amount  of  certified  stock  paid  in  or  in- 
viSted,  according  to  law ; the  value  of  the  real 
estate  hehl,  specifying  what  ]».»rtioa  of  it  is  occu- 
])ied  for  the  transaction  of  business  ; the  shares  of 
, kock  held  by  such  association,  or  individual 
banker,  whether  absolutely,  or  as  collater^  se- 
curity, specifying  each  kind  aud  description  of 
‘ stock,  and  the  number  and  value  of  the  shares  of 
: eacli.  The  debts  due  to  them,  specifying  such  as 

I are  due  from  moneyed  or  other  corjiorations,  and 
f their  names,  aud  amounts,  and  the  amount  sc- 
' cured  by  bond  aud  mortgage,  <»r  judgment ; the 
t aniount  which  ought  be  included  in  the  computa- 
r tatioii  of  losses,  and  the  total  amount  then 
i*  collectable;  the  amount  of  debts  due  by  them, 
specifying  such  as  are  payable  on  demand,  such 
5 as  are  due  to  moneyed,  or  other  corporations,  as- 
, sociatious,  or  individual  bankers,  their  names  and 
1 the  amounts  due  to  each.  Ihe  amount  ol  claims 
against  them  not  aokuowletlged  as  debts.  The 
,f  amount  for  which  they  are  bound  as  sureties, 
s or  for  which  they  may  become  liable  ou  the 
e happening  of  contingent  events.  The  ainouiit  of 
- the  notes  or  bills  then  in  circulation,  of  loans,  and 
e discounts,  and  of  specie  on  hand ; the  same  lor 
il  the  preceding  July.  The  amount  of  losses 
n charged,  wdiether  against  capital  or  jirofits,  since 
T last  preceding  statement,  and  of  the  divideiids 
0 declared  and  made  during  the  same  period ; the 
IS  amount  of  mortgages  on  real  estate,  aud  state 
il  stocks,  together  with  the  description  of  such 
is  stocks  deposited  as  security  for  the  circulatiug 


\ 
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notes  issued,  the  market  value  of  such  stocks, 
as  near  cau  be  ascertained,  and  the  date 
to  wlfich  i»ayraent  of  interest  Las  been  made 
upon  such  mortgages  and  stocks,  and  whether 
the  interest  lias  been  paid  to  the  association  or 
banker,  or  jiassed  to  tlieir  credit  in  the  books  of 
the  superintendent.  If  any  association  neglected 
to  make  out  and  send  this  statement,  it  may  be 
dissolved,  and  any  private  bankers  be  restrained 
from  carrying  on  business.  All  banking  com- 
l)anic3  and  bankers,  except  those  carrying  on 
business  in  New  York,  Albany,  Brooklyn,  or 
Trny,  must  keep  an  agent  in  New  York,  Albany, 
or  Troy,  to  pay  all  such  of  their  notes  as  may  be 
presented  for  payment,  at  a rate  of  discount  not 
exceeding  one  quarter  per  cent.  No  banker  is  to 
receive,  pay  out,  give,  or  offer  in  payment,  as 
money,  to  circulate,  or  attempt  to  circulate  as 
money,  any  bill,  note,  or  other  evidence  of  debt, 
issued,  or  purporting  to  be  issued  by  any  cor- 
jmration,  association,  or  individual,  situated  or 
residing  without  the  State,  and  which  shall  pur- 
port to  be  payable  or  redeemable  at  any  pl.ace, 
or  tty  any  person,  association,  or  corporation 
within  the  State.  All  bankers  and  banking  in- 
stitutions are  forbidden  to  borrow  from  each 
other  any  notes,  bills,  &c.,  for  the  purpose  of 
Itutting  tliem  into  circulation,  nor  are  they  to 
issue  any  of  their  notes,  &c.,  at  a discount.  By  a 
subsequent  act,  in  1850,  it  is  enacted  that  if  any 
banking  institution  which  issues  any  kind  of 
]>aper  credit  to  circulate  as  money,  shall  make  de- 
fault in  paying  any  engagement,  the  stockholders 
are  to  be  liable  in  their  private  capacities  in  pro- 
portion to  their  shares. 

464.  It  had  been  resolved  by  the  New  York 
banks  to  resume  specie  payments  on  the  10th  of 
May,  and  the  convention  of  bank  delegates  had 
endeavoured  to  induce  the  Philadelphia  banks  to 
agree  to  do  so  at  the  same  time.  But  they,  or 
rather  Mr.  Biddle,  who  was  the  autocrat  of  the 
banking  interest  at  Phiadelphia,  refused,  and 
threw  every  impediment  in  the  way  that  he  could. 
This  person  and  his  bank  -were  now  deep  in  cotton 
speculations,  which  a resumption  of  cash  pay- 
ments would  have  distm'bed,  he,  therefore,  so  far 
from  taking  the  lead  in  resuming  cash  payments, 
as  he  had  k*asted  he  would,  manifested  the  most 
vehement  hostility  to  those  who  did.  But  the 
New  York  banks,  notwithstanding,  adhered  to 
their  resolve,  and  many  of  them,  as  well  as  those 
of  Boston,  commenced  paying  cash  on  the  1st  of 
^lay.  The  New  York  and  Boston  banks,  how- 
ever, were  the  only  ones  that  did  so.  Mr.  Biddle 
was  rei>eatedly  called  upon  to  resume  payment, 
as  he  boasted  of  his  perfect  ability  to  do  so,  but 
always  put  it  off,  on  one  pretext  or  another.  His 
party  had  always  maintained  that  the  specie  cir- 
culai*  of  the  President,  in  July,  1836,  had  been 
the  chief  cause  of  the  euibarrassments.  In  July, 
1838,  this  was  repealed  by  an  Act  of  Congress 
which  forbade  any  difference  to  be  made  in  receiv- 
ing payments  of  tlie  public  revenue.  !Mr.  Biddle’s 
swagger  now  rose  higher  than  ever:  he  declared 
that  he  now  saw  no  difficulty  iu  resuming  cash 
payments,  and  that  he  was  ready  to  co-operate 
with  the  executive  in  restoring  a sound  currency. 
Nevertheless  he  made  no  movement  towai’ds  it,  and 
always  tried  to  defeat  any  effort  for  that  purpose. 
A meeting  of  the  Philadelphia  banks  took  place, 
aud  resolved,  by  a majority,  to  resume  on  the 


BANKING  IN  AMERICA. 

1st  of  August,  but  Mr.  Biddle’s  agent  voted  in 
the  minoriry,  and  did  everything  he  could  to 
upset  the  decision  of  the  majority.  A general 
cry  was  then  raised,  that  Mr.  Biddle’s  bank  was 
in  a state  of  insolvency,  aud  wholly  unable  to 
resume  payments.  However  all  delays  were  cut 
short  by  the  Governor  of  Pennsylvania  issuing  a 
proclamation,  that  all  banks  iu  the  State  must 
resume  payment  on  the  13th  of  August,  under  the 
penalty  of  forfeiting  their  charters.  But  Mr. 
Biddle’s  wild  speculations  in  cotton  now  began 
to  bear  their  legitimate  fruit.  From  the  quan- 
tities of  Colton  known  to  be  held  by  him,  and  tho 
prices  paid  for  them,  The  I'imen  of  September 
2t>,  1838,  calculated  that  his  losses  then  amounted 
to  £500,000. 

465.  In  his  message  to  Congress  in  1838, 
President  Van  Buren  adopted  aud  continued  the 
ptdicy  of  his  predecessor  with  regard  to  a National 
Bank.  “ '*'he  contrast  between  the  suspension  of 
1814  and  that  of  1837,  is  most  striking.  Tho 
short  duration  of  the  latter,  the  prompt  restora- 
tion of  badness,  the  evident  benefits  resulting 
fi*om  an  adlierence  by  the  government  to  the  con- 
stitutional .'-taudard  of  value,  instead  of  sanctioning 
the  suspension  by  the  receipt  of  irredeemable 
paper,  and  the  advantages  derived  from  the  largo 
amount  of  specie  introduced  into  the  country  pre- 
vious to  1837,  aftbrd  a valuable  illustration  of  tho 
true  policy  of  the  government  in  such  a crisis. 
Nor  can  the  comparison  fail  to  remove  the  im- 
pression th  it  a national  bank  is  necessary  iu  such 
emergencies.  Not  only  were  specie  payments 
resumed  without  its  aid,  but  exchanges  have  also 
been  more  rapidly  restored  than  when  it  existed ; 
thereby  showing  that  private  capital,  enterprise, 
and  prudence,  arc  fully  adequate  to  those  euds. 
On  all  these  points  experience  seems  to  have 
confirmed  the  views  heretofore  submitted  to  Con- 
gress. We  have  been  saved  the  mortification  of 
seeing  the  distresses  of  the  community  for  the 
third  time  seized  on  to  fiisteu  upon  the  country 
so  dangerous  an  institution;  and  we  may  also 
hope  that  the  business  of  individuals  will  here- 
after be  relieved  from  the  injurious  effects  of  a 
continued  agitation  of  that  disturbing  subject. 
The  limitid  influence  of  a national  bank  iu 
averting  derangement  iu  the  exchanges  of  tho 
country,  or  iu  compelling  the  resumption  of 
specie  payments,  is  now  not  less  apparent  than 
its  tendency  to  increase  inordinate  speculations 
by  sudden  expansions  and  contractions ; its  dis- 
position to  create  panic  aud  embaiTUSsmeut  for 
the  promot  ion  of  its  own  designs ; its  interference 
with  politics,  aud  its  far  greater  power  for  evil  than 
for  good,  Cither  in  regard  to  the  local  institution, 
or  to  the  operations  of  Government  itself.  What 
was  iu  these  respects  but  apprehension,  or 
opinion,  •when  a national  bank  was  first  estab- 
lished, now  stands  confirmed  by  humiliating 
experience.  The  scenes  through  wffiich  we  have 
passed  conclusively  prove  how  little  our  com- 
merce, agriculture,  manufactures  or  finances,  re- 
quire such  an  institution,  and  what  dangers  iiro 
attendant  on  its  power — a powder,  I trust,  never 
to  be  conferred  by  the  American  people  upon 
their  goverumeut,  aud  still  less  upon  individuals 
not  responsible  to  them  for  its  unavoidablo 
abuses.” 

466.  Towards  the  end  of  1838,  the  Bank  of 
Belgium  hud  failed,  and  the  whole  of  that  country 
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was  thrown  into  confnsion  by  the 
nient  of  several  monetary  companies,  wlio  naa 
been  specnlatiii}!  in  all  sorts  of  things 
not  to  liave  done.  These  failures  dcrangci  tl  e 
commerce  of  France,  in  which  a verj  lar  e 
nmiiber  of  the  shares  of  those 
iianies  were  held.  In  the  beginmiig  of 
Scotch  bank.*,  who  were  the  most 
pereeiving  danger  from  afar,  sold  on  '^irge  iiuan- 
tities  of  government  securities.  ,These  ciicuin- 
stances  caused  a heavy  demand  for 
the  Bank  of  England,  which  (as  usual)  was  fast 
asleep,  while  cvervone  else  saw  that  danger  was 
approaching.  At'  last,  in  April  the  fe- 
tors could  no  longer  conceal  from  thena^Kcs 
their  impending  danger,  and  made  ««  "M 

tlicir  uneasiness  at  their  position.  Ihey  begai 
to  make  violent  efforts  to  contract  their  issue-s  to 
stop  the  outflow  of  bullion.  At  the  same  time 
news  of  a similar  cliaracter  aiTived  from  Amei  lea. 
Several  failures  had  taken  place  aiiioiig  the  banks, 
and  a number  more  w'ere  expected  m various 
parts  of  tlie  Union.  They  were  especially  severe 
in  Michigan,  where  all  the  joint  stock  and  pm  ate 
bankers  failed.  A bill  was  brought  into  the  as- 
sembly to  make  land  a legal  tender  at  two-thirds 
of  its  appraised  value,  in  the  absence  of_  specie 
and  bank  paper  currency.  Immense  tadurcs 
also  took  place  in  the  other  M esterii  States. 

A demand  began  upon  the  banks  generally  for 
siiecie,  wbich  were  tlius  obliged  to  contract  tlieir 
business,  and  this  produced  a panic  about  the 

end  of  March.  The  .stock  of  the  banks  fell  rapidlj . 

The  State  Bank  of  Illinois  failed,  and  the  dunies- 
tic  exclianges  became  rapidly  disordered.  I he 
stock  of  Mr.  Biddle’s  bank  fell  rapidly,  aiid  his 
wild  operations  had  raised  up  against  him  a 
strong  opposition  iu  Pennsylvania,  who  wished 
to  annul  his  cliarter.  In  April  the  ^“iks  *u 
Mississippi  and  Georgia  began  to  fail,  most  ot  the 
Western  banks  having  followed  the  example  of 
the  Bank  of  the  United  States,  and  become 
traders  as  well  as  bankers.  Some  bank  notes 
were  already  at  25  discount.  The 
system  which  the  Mississippi  banks  tollowed,  ot 
biiring  lip  vast  quantities  of  cotton  on  speculation, 
now  began  to  be  felt  severely.  The  quantities 
accuniulated  were  so  great,  that  it  was 
every  one,  that  their  sale  would  be  attended  w ith 
a frightful  loss.  In  the  mulst  of  this  panic,  Mr. 
Biddle  suddenly  resigned  the  Presideucy  of  the 
United  States  Bank,  to  everybody  s astonishment, 
on  the  pretence  of  ill  health,  but  at  the  same  time 
publishing  to  the  world  that  it  wnis  in  a safe  and 
iirosperous  condition,  wdiich  nobody  bdievec. 
but  set  it  down  to  the  inevitable  cri.sis  which 
was  rapidly  approacliing  in  American  banking. 

467  Not  only  were  the  actual  operations  of 
the  American  banks  at  this  period  of  the  most 
dnueerous  dcscrij>tion,  but  there  was  published 
at  this  time  a reraai-kable  little  monthly  perio- 
dical called  The  Counterfeit  Detector  and  Bank 
Note  List  124  pages  of  which,  out  of  16,  were 
SupierVith  of  the  different  sorts  of 

counterfeit  dollar  paper  afloat,  with  lists  of  the 
broken  and  suspended  aud  fraudulent  banks. 
Ill  the  list  of  “ counterfeit  and  altered  notes 
nearly  forty  different  sorts  are  enumerated  as  in 
circulation,  as  forgeries  of  the  Notes  of  the 
theUnited  States  at  PhUadelphia,  and  140  different 
sorts  are  described  as  being  afloat  as  forgeries  ot 
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its  different  branch  note.s  in  various  parts  of  the 
Union.  The  total  number  of  kinds  ol  litrgca 
notes  of  other  banks  kuow  ii  to  be  iu  circuiatioii 
was  about  600,  so  that  an  immense  proportion  ot 
the  paper  currency  actnally  alioat  was  known  to 
be  forged.  Moreover,  tliere  were  a number  ot 
IVanduTeiit  banks,  which  in  tact  l.ad  no  existom  e 
at  all,  except  on  the  i.aper  lu  circulation,  llity 
were  RCiierally  made  in  imitation  ot  the  nmiii  ol 
some  well  known  institution.  Ot  tliese  imagi- 
narv  bank.s,  there  were  titty  whose  paper  was  lu 
circulation.  This  was  tcclimeally  called  wild 

468  As  tlie  summer  w-ent  on,  difficulties 
thickened  round  the  I5ank  of  the  United  States 
whidi  was  under  immeii.se  oliligatioii.s  on  aftonn^ 
of  lier  post  notes  and  bonds,  w liieh  liad  liee  i 
iioured  out  iu  such  torrents  on  the  Liiglisli 
market.  The  Bank  nf  England  bemg  m the 
direst  extremity  it-self,  in  August,  183J,  rai.sed 
tile  rate  of  discount  to  6 per  cent.,  wliieli  at  last 
ruined  tlie  market  fortlie.se  American  speculators. 
The  Bank  of  the  United  States  opened  a nego- 
tiation ill  Holland,  to  raise  fund.s  to  meet  their 
obligations  in  England.  At  length  the  blow  kll. 
On  the  16th  September,  1839,  the  1 mis  emre- 
spondentsoftbe  Bank  of  the  United  States  rctiiscd 
acceptance  of  iU  drafts.  Tlie  sagacity  ot  the 
Times,  wliich  had  for  a long  period  denounced 
the  bank  aud  its  wild  mismanagciiieiit,  and  wliicli, 

indeed,  was  the  first  to  raise  tlie  cry  of 
was  fully  vindicated.  On  tlie  26th,  the 
a-rent  eif  the  bank  made  application  to  the  Bank 
of  England  for  assistance,  as  their  negotiations  iii 
Holland  had  been  interrupted  by  the  news  of  tlie 
dishonour  of  tlieir  bills  by  tlieir  Pans  correspon- 
dents. Assistance  to  a small  amount  was  gi  aiiteil, 
on  the  guarantee  of  several  of  the  fii'st  names  in 
the  citv,  pending  the  arrival  of  the  next  steamer 
from  America,  upon  which  the  fate  of  the  bank 
linu".  In  the  meantime,  the  struggles  of  tlie  bank 
to  inaintain  its  credit,  were  causing  tlie  deepest 
distress  throughout  the  Union.  The  NetcYork 
Evening  Post  said,  “It  is  hardly  possible  to 
describe  tlie  exasperation  against  the  Luittd 
States  Bank  of  Pennsylvania,  wliicli  now  prevails 
among  the  mercantile  part  of  our  population. 
Everybody  understands  and  declares  that  the 
operations,  of  which  that  liauk  is  tlie  source  and 
centre,  are  the  cause  of  the  present  paroxysm  ot 
pressure.  Everybody  sees  that  it  regulates  cu^ 
rency  and  credit,  to  be  sure,  but  it  regulates  them 
with  a view  to  its  ow'ii  profits  iu  the  cotton  trade, 
from  which  it  has  elbowed  every  individual 
merchant.  It  regulates  tlie  currency  by  throwing 
out  a debased  issue  of  post  notes;  it  regulates 
credit  by  bestowing  it  in  large  proportions  upon 
its  favourite  customers,  aud  by  compelling  tho 

smaller  banks,  by  a run  upon 
contract  their  discounts,  and  withhold  their  usual 
accommodations.  If  a storm  of  execrations  could 
blow'  down  tlie  bank,  uot  a stone  of  its  w alls 
would  be  left  upon  another.”  In  order  to  provide 
means  to  meet  its  engagements,  the  bank  w as  then 
selling  its  post  notes  at  a discount  of  1^  per  cciit. 
per  month,  in  New  York.  The  price  of  the 
stock  fell  rapidly.  It  was  fully  expected  that 
the  Bank  of  Englaud  itself  wuuld  suspend  caan 
payments,  and  have  to  issue  £1  and  £2  notes. 

469.  The  last  struggles  of  this  wi’Ctched  hank 
were  now  at  hand,  after  straining  all  its  resources, 
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and  exhausting  all  its  powers  to  raise  money  at 
]>er  cent,  interest,  and  before  its  European 
dirticulties  were  known  in  America,  it  could  only 
send  .£1*20,000  by  the  steamer  of  September  to 
London.  The  \ew  York  Eveniuff  Post  said,  “ Le 
Commencement  de  l.\  Fin.  The  movements  of 
the  liank  of  the  United  State.s  a]>pear  certainly 
exceedingly  suspicious,  ami  seem  to  caution  all 
prudent  men  too  portentously  to  be  disregarded, 
to  ‘ beware  of  the  flurry.’  \Vhat  is  the  meaning 
of  the  desperate  game  of  post  notes,  pushed  abroad 
in  all  quarters,  to  raise  money  upon  at  the  ruinous 
rate  of  *20  per  cent,  discount  (equal  to  25  per  cent, 
interest)  ? One  of  the  most  intelligent  and  re- 
liable authorities  in  Wall  Street  estimates  their 
annmnt  in  New  York  alone,  from  data  within  his 
own  knowledge,  at  ujtwards  of  10,000,0001 
Another,  not  less  so,  remarks  that  he  has  reason 
to  know  it  to  be  not  less  than  20,000,000.  The 
excuse  put  forth  that  thi.s  loss  is  sustained  by 
other  institutions  aud  individuals,  they  being 
willing  to  take  them  as  cash  from  the  bank,  and 
not  by  the  bank  itself,  is  miserably  futile;  for 
the  question  immediately  occurs,  what  sort  of 
parties  must  these  be,  in  responsibility  and 
strength,  Avho  can  be  willing  to  pay  the  bank  6 
per  cent.  f<tr  their  loans,  and  then  turn  round  and 
convert  the  funds  thus  received  into  cash  at  a 
further  discount  of  20  per  cent.?  Is  Mr.  Benton 
right  after  all,  m Iio  has  for  years  back  entertained 
a profound  conviction  that  the  bank  was  at  bottom 
insolvent,  and  that  it  was  merely  staggering  on 
from  exiK'dieut  to  expedient,  to  shift  its  responsi-  ! 
bilities  and  postpone  the  evil  day  of  payment?  I 
Is  this  the  meaning  of  Mr.  Biddle’s  sudden  ' 
resignation  and  depai*ture  for  Europe,  and  of  the 
substitution  of  a man  of  straw  in  the  throne  so 
long  and  so  ably  filled  by  him?  Is  this  the 
meaning  of  the  so  long  witliheld  monthly  publi- 
cation of  its  condition,  required  by  its  charter  ? 
Is  this  the  meaning  of  the  late  rapid  and  unpar- 
alleled depreciation  of  its  stock?”  The  bank  was 
also  receiving  money  at  Boston  on  similar  terms. 

“ Tlie  Bostonians  lately  had  a requital  for  their 
adhesion  to  the  United  States  Bank  in  its  non- 
resumption  policy.  Their  money  matters  had  been 
quiet  and  they  were  going  on  easily,  when  the 
Bank  of  the  United  States  put  its  sucker  into 
their  pond  in  the  shape  of  800,000  dollars  of  post 
notes.  * * * The  long  continued  fictitious  opera- 
tions of  the  United  States  Bank  to  raise  money, 
have  at  last  awakened  an  anxious  impiiry  on  all 
hands  for  the  cause.  A bank  with  35,000,000  of 
capital  giving  its  note  at  six  months  for  a single 
hundred  dollars,  to  be  sold  in  the  street  at  the 
rate  of  18  per  cent  per  annum,  discount — realiz- 
ing vast  sums  by'  draM  ing  bills  on  Europe  with- 
out funds  there  at  the  time  of  drawing,  and  yet 
having  no  money  to  loan  here,  while  those  bills 
are  running  to  maturity' — so  completely  without 
means  that  it  cannot  help  a customer  to  5000 
dollars,  except  by  giving  him  a post  note  run- 
ning to  maturity  at  a period  much  more  distant 
than  the  maturity  of  the  securities  it  receives. 
Did  ever  a well  managed  bank  behave  so?”  An- 
other pa]>er,  the  Niochaven  Columfnau  Register^ 
said,  '‘There  are  thousands  of  the  business  men 
of  our  country,  who  are  now  satisfied,  though 
they  formerly  tliought  otherwise,  that  the  L^nited 
States  Bank  of  Fcnusylvania,  instead  of  being 
the  ‘regulator,’  is  the  ‘great  disturber’  of  the 


currency,  and  of  all  regular  dealings.  They 
were  unwilling  to  believe  that  an  institution 
whose  firsr.  duty  it  w'as  to  lend  its  capital  to  the 
prudent  d*  aler  at  6 per  cent.,  should  have  become 
so  entangled  in  its  own  speculations,  as  to  bo 
compelled  to  borrow  money'  at  18  aud  21  per 
cent.  Bu'  they  cannot  shut  their  eye.s  to  the  facts 
that  are  d:iily  passing  before  them,  and  which  the 
sales  of  post  notes,  as  constantly  reported  in  the 
New  York,  Boston,  aud  Philadelphia  papers, 
verify.  Ii  the  evils  of  the  post  note  system  w'erc 
confined  t<*  the  United  States  Bank, "they  might 
be  borne  w ith  ; but  the  gi-eatest  difficulty  is,  that 
many  of  t)ie  other  banks,  all  over  the  country, 
instead  of  aiding  business  peoiile,  as  they  .shouhl 
with  their  loans,  employ  their  funds  in  shaving 
the  post  iiMte  paper  of  the  United  States  Bank. 

The  mechanic,  manufacturer,  or  merchant,  who 
goes  to  their  counter  with  a well  endorsed  note  of 
a few  humired  dollars,  is  told  that  he  cannot  bo 
accommodated.  The  civil  cashier  does  not  now 
as  formerly,  tell  the  applicant  that  the  deposits 
have  been  removed,  or  the  specie  circular  issued, 
and  that  money  can  never  be  plenty  until  the  ad- 
ministration of  the  general  government  be  over- 
Ihrow'n,  btcause  such  excuses  would  not  at  the 
]>reseut  day  be  available  with  men  of  anv  party. 

YI\q  public  have  closely  watched  the  dividends  of 
these  banks,  and  have  di.sccwered  that  while  the 
peo])le  arc  cramped  in  their  loans,  and  are  told 
that  money  never  was  so  scarce,  when  in  short  the 
banks  are  “ doing  nothing”  over  their  counters, 
many  of  th  ^m  are  making  larger  dividends  than 
ever  they  did  before.  How  is  this,  when  accord- 
ing to  the  rules  of  old-fashioned  banking,  the 
dividends,  or  profits,  should  depend  on  the  pros- 
perity of  business,  and  the  6 per  cent,  loans  of  those 
most  active  in  business  pursuits  ? But  the  career 
of  the  United  States  Bank  solves  the  mystery. 

It  has  set  an  example  which  has  reversed  "the  old 
system  of  lending  money  at  6 per  cent.  That 
institution,  instead  of  lending  to  those  w'ho  do 
business,  has  undertaken  to  trade  and  speculate 
on  its  own  iiook.  And  when  it  wishes  to  borrow 
money  to  carry  its  trading  operations  through,  it 
offers  to  pay  usurious  interest,  so  far  beyond  the 
regular  6 i»«-r  cent,  borrow'd*,  that  other  banks  are 
tempted  to  withdi*aw  their  funds  from  the  busi- 
ness community,  and  make  loans  at  usurious 
rates  to  the  monopolizer ; or,  in  other  W'ords,  they 
buy  its  post  notes  at  the  rate  of  18  and  21  per 
cent,  a year,  aud  leave  their  old  6 jier  cent,  cus- 
tomers to  lake  care  of  themselves  as  tliey  can. 

All  our  principal  cities  have  thus  been  interfered 
with  by  the  “gi'cat  disturber.”  The  city  of 
Boston  has  been,  till  quite  lately,  exempt,  and 
was  getting  along  in  comparative  prosperity,  but 
a few  days  ago,  the  “great  disturber”  put  its  J 

sucker  in  tie  midst  of  them,  and  all  was  at  once 
thrown!  into  confusion.  It  was  done  in  this  way  . 
an  agent  of  the  United  States  Bank  appeared 'in  < 

Boston  with  800,000  dollars  of  post  notes  at  six, 
nine,  and  twelve  months  to  run,  which  were  in 
the  market  at  the  tempting  oflers  of  18  per  cent, 
or  more  discount.  These  offers  w'ere  snapped  at 
by  the  capitalists  and  banks,  who  advanced  the 
cash  to  the  agent;  he  quickly  drew  the  specie 
from  them,  and  carried  it  to  the  United  States 
banking  house  at  Fhiladelphia,  wiiere  it  was,  no 
doubt,  want«‘d  to  meet  the  i)resshig  engagements 
of  that  institution.  When  the  business  peoide  of 
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Boston  the  next  day  applied  as  usual  for  bank 
iiecornmodation,  tliey  were  told  there  was  a 
dreadful  pressure  on  the  money  market  just  then, 
and  tliey  could  on  no  terms  be  accommodated.” 
Another  pa]>er  says : “ It  is  only  re]ieating  what 
has  become  the  common  declaration  on  change, 
and  ill  the  counting  houses,  to  say,  that  the 
almost  universal  opinion  of  the  mercantile  com- 
munity demands  some  check  upon  the  caprices  of 
the  United  States  Bank.  Its  despotism  has 
become  intolerable.”  In  the  midst  of  this  finan- 
cial distress,  tlic  United  States  Bank  contracted 
to  lend  tlie  State  of  Pennsylvania  *2,000,000  dol- 
lars, on  condition  of  being  allow'ed  to  issue  5-dollar 
notes.  This  expedient,  however,  was  tried  and 
found  useless ; they  were  returned  on  the  bank  as 
soon  as  issued. 

470.  The  final  catastrophe  came  on  the  10th 
October.  On  that  day  the  LTnited  States  Bank 
stopped  payment,  and  this  was  immediately  fol- 
low'ed  by  nearly  all  the  banks  in  the  Southern 
States,  except  New  Orleans.  The  notes  of  the 
Philadelphia  banks  at  once  fell  10  per  cent,  at  New 
York.  The  banks  in  New  England  vigorously 
stood  their  ground,  iiotw'ithstaiiding  strenuous 
efforts  W'ere  made  to  induce  them  to  stop  payment. 
Thus,  after  a career  of  three  years  and  a half,  this 
Bank,  w'hich  professed  to  have  a capital  of 
35,000,000  dollars,  or  £7,000,000,  failed  twice, 
after  raising  an  amount  of  money  equal  to  half 
its  capital,  at  rates  from  6 to  24  per  cent. 

471.  A large  portion  of  the  President's  mes- 
sage in  December  w'as,  of  course,  occupied  with 
the  monetary  crisis.  lie  dwelt  with  great  length 
and  emphasis  on  the  extravagant  abuses  of  the 
credit  system  in  America.  He  congratulated 
Congress  on  the  success  of  the  government  in 
■withdrawing  its  deposits  from  the  different  banks, 
and  keeping  them  itself,  and  earnestly  pointed 
out  the  advantages  of  a metallic  currency,  and 
animadverted  upon  the  low  morality  of  the 
banks,  which  now  seemed  to  think  that  they 
might  adoj>t  a snspeushin  of  cash  payments  when- 
ever it  suited  their  interests.  “ It  now  appears 
that  there  are  other  motives  than  a w'aiit  of  pub- 
lic confidence,  under  w'hich  the  banks  seek  to 
justify  themselves  in  a refusal  to  meet  their  obli- 
gations. Scarcely  were  the  government  and  the 
country  relieved,  in  a degree  from  the  difficulties 
occasioned  by  the  general  suspension  of  1837, 
wiien  a partial  one  accruing  w'ithin  30  months 
of  the  former,  produced  now  aud  serious  embar- 
rassments, though  it  had  no  palliation  in  such 
circumstances  as  w'cre  alleged  in  justification  of 
that  which  had  ]>reviously  taken  place.  There 
was  nothing  in  the  condition  of  the  country  to 
endanger  a well-managed  banking  institution ; 
commerce  was  deranged  by  no  foreign  war ; every 
branch  of  manufacturing  industry  w'as  crowned 
with  rich  rewards;  and  the  more  than  usual 
abundance  of  our  harvests,  after  supplying  our 
domestic  wants,  had  left  our  graiiai*ies  and 
storehouses  filled  with  a surplus  for  exportation. 
It  is  in  the  midst  of  this,  that  an  irredeemable 
and  depreciated  paper  currency  is  entailed  upon 
the  peoide,  by  a large  portion  of  the  banks. 
They  are  not  tU'iven  to  it  by  an  exhibition  of 
a loss  of  public  confidence,  or  from  a sudden 
pressure  of  their  depositoi's,  or  noteholders ; 
imt  they  excuse  themselves  by  alleging  that  the 
ciu*reiit  of  business,  aud  exchange  with  foreign 


countries,  which  draw  the  precious  metals  from 
their  vaults,  would  ret|uire,  in  order  to  meet  it, 
a larger  curtailment  of  their  loans  to  a compara- 
tively small  portion  of  tlie  coinmniiity,  than  it 
will  be  convenient  for  them  to  bear,  or  the  banks 
to  exact.  The  plea  has  ceased  to  be  one  of  neces- 
sity. Convenience  and  policy  arc  now  deemed 
sufficient  to  warrant  these  institutions  in  disre- 
garding their  solemn  obligations.  Such  conduct 
is  not  merely  an  injury  to  individual  creditors, 
but  it  is  a wrong  to  the  whole  community,  from 
whose  liberality  they  hold  most  valuable  jirivi- 
leges — whose  rights  they  violate — whose  business 
they  derange,  and  the  value  of  whose  pro]>erly 
they  render  unstable  and  insecure.  It  must  be 
evident  that  this  new  ground  for  bank  suspen- 
sions, in  reference  to  which  their  action  is  not 
only  disconnected  with,  but  wholly  independent 
of  that  of  the  public,  gives  a character  to  their 
suspension,  more  alarming  than  any  which  they 
exhibited  before,  and  gi'eatly  increases  the  im- 
propriety of  relying  on  the  banks  in  the  trans- 
actions of  the  government.  ♦ ♦ # # ♦ 

New*  dangers  to  the  banks  are  also  daily  disclosed 
from  the  extension  of  that  system  of  extravagant 
credit,  of  which  they  are  the  pillars.  Formerly 
oiu*  foreign  commerce  was  principally  founded  on 
an  exchange  of  commodities,  including  the  pre- 
cious metals,  and  leaving  in  its  transactions  but 
little  foreign  debt.  Such  is  not  now  the  c*use. 
Aided  by  the  facilities  afforded  by  the  banks, 
mere  credit  has  become  too  commonly  the  basis 
of  trade.  Many  of  the  banks  themselves  not 
content  with  largely  stimulating  this  system 
among  others,  have  usurped  the  business  while 
they  impair  the  stability  of  the  mercantile  com- 
munity; they  have  become  borrowers  instead  of 
lenders;  they  establish  their  agencies  abroad; 
they  deal  largely  in  stocks  and  merchandize;  they 
encourage  the  issues  of  state  securities,  until  iho 
foreign  market  is  glutted  with  them,  and  im.satis- 
fied  with  the  legitimate  use  of  their  own  capital, 
and  the  exercise  of  their  lawful  privileges,  they 
raise  by  large  loans  additional  means  for  every 
variety  of  speculation.  The  disa.sters  attending 
on  this  deviation  from  the  former  course  of 
business  in  this  country  are  now'  shared  alike  by 
banks  aud  individuals,  to  an  extent  of  which 
there  is  perhaps  no  previous  example  in  the 
annals  of  oui*  country.  So  long  as  the  willing- 
ness of  the  foreign  lender,  and  a sufficient  export 
of  our  productions  to  meet  any  necessary  partial 
payments,  leave  the  flow  of  credit  undisturbed, 
all  appears  to  be  prosperous,  but  as  soon  as  it  is 
checked  by  any  hesitation  abroad,  or  by  an 
inability  to  make  payment  there  in  our  jiroduc- 
tion,  the  evils  of  the  system  are  disclosed.  The 
paper  currency  which  might  servo  for  domestic 
pui*poses,  is  useless  to  pay  the  debt  due  in  Europe. 
Gold  and  silver  are  therefore  di'awu  in  exchange 
for  their  notes  from  the  banks.  To  keep  up  their 
supply  of  coin,  these  institutions  are  obliged  to 
call  upon  their  own  debtors,  Avho  pay  them  prin- 
cipally in  their  own  notes,  which  are  as  unavail- 
able to  them,  as  they  are  to  the  merchant  to  meet 
the  foreign  demand.  The  calls  of  the  banks, 
therefore,  to  meet  such  emergencies,  of  necessity 
exceed  that  demand,  and  produce  a corresponding 
curtailment  of  their  accommodation,  and  of  the 
currency,  at  the  very  moment  when  the  state  of 
trade  reuders  it  most  iuconveuient  to  be  borne. 
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The  intensity  of  this  pressure  on  the  community,^ 
is  in  proportion  to  the  previous  lii)crality  ot 
credit,  and  consequent  expansion  of  the  currency ; 
forced  sales  of  property  are  made  at  tlie  time 
wlien  the  means  of  }mrchasiug  are  most  reduced, 
and  the  worst  calamities  to  individuals  arc  only 
at  last  arrested  by  an  open  violation  of  their 
obli-^ations  by  the  banks,  a refusal  to  pay  specie 
for  their  notes,  and  an  imposition  upon  the  com- 
munity of  a fluctuating  and  depreciated  currency. 
These' consequences  are  inherent  in  the  present 
system.  They  are  not  influenced  by  the  banks 
being  large  or  small,  created  by  national,  or 
state  governments.  They  are  the  results  of  the 
irresistible  laws  of  trade  and  credit.  Iii  the 
recent  events  which  have  so  strikingly  illustrated 
the  certain  effects  of  these  hnvs,  we  have  seen 
the  bank  of  the  largest  capital  of  the  Union, 
established  under  a national  charter,  and  lately 
strengthened,  as  we  were  authoritatively  iu- 
forme<l,  by  exchanging  that  for  a state  charter, 
with  new  and  unusual  privileges — in  condition 
too,  as  it  said,  of  entire  soundness  and  great 
prosperity — not  merely  unable  to  resist  these 
effects,  but  the  first  to  yield  to  them.” 

472.  The  President  then  showed  that  these 
were  valid  reasons  for  not  entrusting  the  moneys 
of  the  State  to  these  banks,  or  taking  their  notes 
in  pavment  of  dues,  and  such  a rule  could  have 
no  real  harshness.  “ It  is,  moreover,  a principle, 
than  which  none  is  l>etter  settled  by  experience, 
that  tlie  s!ipply  of  the  jjrecious  metals  will  al- 
ways be  found'  adequate  to  the  uses  for  which 
they  arc  required.  They  abound  in  countries 
where  no  other  currency  is  allowed.  In  our  own 
States,  where  small  notes  are  excluded,  gold  and 
silver  supply  their  place.  When  driven  to  their 
hiding  places  by  bank  suspensions,  a little  firm- 
ness in  the  community  soon  restores  them  in  a 
surticient  quantity  for  ordinary  purposes.  Post- 
age and  other  public  dues  have  been  collected  in 
coin,  without  serious  inconvenience,  even  in  a 
State  wliere  a depreciated  paper  currency  has 
existed  for  years,  and  this  with  the  aid  of  trea- 
sury notes  for  a part  of  the  time,  was  done  with- 
out' interruption  during  the  suspension  of  1837. 
At  the  present  moment  the  receipts  and  disburse- 
ments of  the  government  are  made  in  legal  cur- 
rency, in  tlie  largest  portion  of  the  Union.  No 
one  suggests  a departure  from  this  rule,  and  if  it 
can  nt>w  be  successfully  carried  out,  it  will  surely 
be  attended  with  even  less  difficulty  when  bank 
notes  are  again  redeemed  in  specie.” 

473.  Tlie  President  pointed  out  that  the  en- 
forcement of  cash  payments  in  all  transactions  of 
the  government  would  have  a strong  etfect  in 
moderating  the  excessive  credit  operations  of  ill- 
managed  banks,  and  strengthening  well  managed 
ones.  He  adverted  to  the  scheme  for  founding  a new 
national  bunk,  to  control  the  issues  of  the  provin- 
cial ones.  “ 1 am  aware  tliat  it  has  been  urged 
that  this  control  may  be  best  attained,  and  ex- 
erted by  means  of  a national  bank.  The  consti- 
tutional objections  which  I am  well  known  to 
entertain,  would  prevent  me  in  any  event  from 
jiroposing  or  as.'^euting  to  that  remedy;  but  in 
addition  to  this,  I cannot,  after  past  experience, 
bring  myself  to  think  that  it  can  any  longer  be 
extensively  regarded  for  such  a purpose.  The 
history  of  the  late  national  bank,  through  all  its 
mutations,  shews  that  it  was  not  so.  On  tlie  con- 
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trary,  it  may,  after  a careful  consideration  of  the 
subject,  hr,  I think,  safely  stated,  that  at  every 
period  of  banking  exccs.s  it  took  the  lead;  that 
in  1817,  and  1818,  in  1823,  in  1831,  and  1834,  its 
va.st  expansions  followed  by  distressing  contrac- 
tions, led  to  those  of  the  state  institutions.  It 
swelled  and  maddened  the  tides  of  the  banking 
system,  bat  seldom  allayed,  or  safely  directed 
them.  At  a few  periods  only  was  a salutary  con- 
trol exercised,  but  an  eager  desire  on  the  contrary 
exhibited  for  profit  in  the  first  place,  and  if  after- 
wards its  measures  were  severe  towards  other 
institutions,  it  was  because  its  own  safety  com- 
pelled it  tit  adopt  them.  It  did  not  difler  from 
them  in  p*  incipie  or  form ; its  measures  emanated 
from  the  same  spirit  of  gain;  it  felt  the  same 
temptation  to  over  issues ; it  suffered  from, 
and  was  totally  unable  to  avert,  these  laws 
of  trade,  by  which  it  was  itself  affected 
equally  vith  them;  and  at  least  on  one  oc- 
cjision,  al  an  early  day,  it  was  saved  only 
by  extraordinary  exertions  from  the  same  fate 
tliat  attended  the  weakest  institutiou  it  professed 
to  supervise.  In  1837,  it  failed,  equally  with 
others,  in  redeeming  its  notes,  though  the  two 
ycai’s  allowed  by  its  charter  for  that  purpose  had 
not  expired,  a lai-ge  amount  of  which  remain  to 
the  present  time  outstanding.  It  is  time  that, 
having  so  vast  a capital,  and  strengthened  by  the 
use  of  all  the  revenues  of  the  government,  it  pos- 
sessed more  power,  but  while  it  was  itself,  by  this 
circumstance,  freed  fi'om  the  control  which  all 
banks  require,  its  paramount  object  and  induce- 
ment wen-  left  the  same — to  make  the  most  for 
its  stockhdclers;  not  to  regulate  the  currency  of 
the  country.  Nor  lias  it,  as  far  as  we  are  advised, 
been  fonnd  to  be  greatly  otherwise  elseM'hcre. 
The  national  character  given  to  the  Hank  <»f 
England  has  not  prevented  excessive  fluctuation 
of  their  currency;  and  it  proved  unable  to  keep 
off  a suspension  of  specie  payments,  which  la.sted 
for  nearly  a quarter  of  a century.  And  why 
should  we  expect  it  to  be  otlierwise  ? A national 
institution,  though  deriving  its  charter  from  a 
difterent  source  than  the  State  banks,  is  yet 
constituted  upon  the  same  principles ; is  conducted 
by  men  equally  exposed  to  temptation;  and  is 
liable  to  tlie  same  disasters;  with  the  additional 
disadvantage  that  its  magnitude  occasions  an 
extent  of  confusion  and  distress,  which  the  mis- 
managemtnt  of  smaller  institutions  could  not 
produce.  It  can  scarcely  be  doubted  that  tho 
recent  suspension  of  the  United  States  Bank  of 
Pennsylvania — of  which  the  effects  are  felt  not  in 
that  State  alone,  but  over  half  the  Union — had 
its  origin  in  a course  of  business  commenced 
while  it  was  a national  institution,  and  there  is  no 
good  rcas<'n  for  supposing  that  the  same  conse- 
(luences  would  not  have  followed,  had  it  still 
derived  it-:  powers  from  the  general  government. 
It  is  in  vain,  when  the  influences  and  impulses 
are  the  same,  to  look  for  a difference  in  conduct 
or  results.  By  such  creations  wc  do,  therefore, 
but  increase  the  mass  of  paper  credit  and  pajier 
currency,  without  checking  their  attendant  evils 
and  fluctuations.  Tho  extent  of  power  and  the 
efficacy  of  organization  which  we  give,  so  far 
from  being  beneficial,  are  in  practice  positively 
injurious.  They  strengthen  the  claim  of  depen- 
dence throughout  the  Union,  subject  ail  parts  more 
certainly  to  common  disaster,  and  bind  every 
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bank  more  effectually,  in  the  first  instance,  to 
those  of  our  commercial  cities,  and  in  the  end  to 
a foreign  power.  In  a word,  I cannot  but  believe 
that,  with  the  full  understanding  of  the  operations 
of  our  banking  system,  wliich  experience  has 
produced,  jiublic  sentiment  is  not  less  opposed  to 
the  creation  of  a national  bank  for  purposes  con- 
nected with  currency  and  commerce,  than  for 
tliosc  connected  with  the  fiscal  operations  of  the 
government. 

“ Yet  the  commerce  and  currency  of  the  coun- 
try are  suffering  evils  from  the  operations  of  the 
State  banks,  Avhicli  cannot  and  onght  not  to  be 
overlooked.  By  their  means  we  have  been  flooded 
with  a depreciated  paper,  which  it  was  evidently 
the  design  of  the  framers  of  the  constitution  to 
j»rcvent,  when  they  required  Congi’ess  to  ‘coin 
money,  and  regulate  the  value  of  foreign  coins,* 
and  when  they  forbade  the  States  to  ‘ coin 
money,  emit  bills  of  credit,  make  anything  but 
gold  and  silver  a tender  in  payment  of  debts,’  or 
‘ pass  any  law  impairing  the  obligation  of  con- 
triK'ts.’  If  they  did  in>t  guard  more  explicitly 
against  the  present  state  of  things,  it  was  because 
they  could  not  have  anticipated  that  the  few 
banks  then  existing  were  to  swell  to  an  extent, 
which  would  expel  to  so  great  a degree  the  gold 
and  silver  for  which  they  had  provided,  from  the 
channels  of  circulation,  and  fill  them  with  a cur- 
rency that  defeats  the  object  they  had  in  view. 
The  remedy  for  this  must  chiefly  rest  with  the 
States  from  wliose  legislation  it  has  sprung.  No 
gmal  that  might  accrue  in  a particular  case,  from 
the  exercise  of  powers  not  obviously  confen*ed 
on  the  general  government,  would  authorize  its 
interference,  or  justify  a course  that  might,  in  the 
slightest  degree,  increase,  at  the  expense  of  the 
State,  the  power  of  the  federal  authorities;  nor 
do  I doubt  that  the  States  will  apply  the  remedy. 
Within  the  hist  few  years,  events  have  appealed 
to  them  too  strongly  to  be  disregarded.  They 
have  seen  that  the  constitution,  though  theoreti- 
caily  adhered  to,  is  subverted  in  practice ; that 
while  in  the  Statute  books  there  is  no  legal  ten- 
der but  gold  and  silver,  no  law  imjiairing  the 
obligation  of  contracts,  yet  that,  in  point  of  fact, 
the  ])rivileges  conferred  on  banking  corporations 
have  made  their  notes  the  currency  of  the  coun- 
try, that  the  <tbligatious  imposed  by  these  notes 
are  violated  under  the  impulses  of  interest  or 
convenience;  and  that  the  number  and  power  of 
the  person.s  connected  with  these  corporations, 
or  placed  under  their  influence,  give  them  a fearful 
weight  when  their  interest  is  in  opposition  to  the 
spirit  of  the  constitution  and  laws.  To  the  people 
it  is  immaterial  Avhether  these  results  are  pro- 
duced by  open  violations  of  the  latter,  or  by  the 
workings  of  a system  of  which  the  result  is  the 
same.  An  inflexible  execution  even  of  the  ex- 
isting statutes  of  most  of  the  states  would  redress 
many  evils  now  endured ; would  effectually  show 
the  banks  the  dangers  of  mismanagement,  which 
impunity  encourages  them  t-o  repeat ; and  would 
teach  all  corporations  the  useful  lesson  that  they 
are  the  subjects  of  the  law,  and  the  servants  of 
the  people.  What  is  still  wanting  to  ett*ect  these 
objects  must  be  sought  in  additional  legislation ; 
or  if  that  be  inadequate,  in  such  further  consti- 
tutional grants  or  restrictions,  as  may  bring  us 
back  into  the  path  from  which  we  have  so  widely 
wandered. 


“ But  let  it  be  indelibly  engraven  on  our  minds 
that  relief  is  not  to  be  found  in  expedients. 
Indebtedness  cannot  be  lessened  by  borrowing 
more  money,  or  by  changing  the  form  of 
the  debt.  The  balance  of  trade  is  not  to  be 
turned  in  onr  favour  by  creating  new  demands 
upon  us  abroad,  Our  currency  cannot  be  im- 
iwoved  by  the  creation  of  new  banks,  or  more 
issues  from  those  that  now  exist.  Although 
these  devices  sometimes  appear  to  give  tenqnn'ary 
relief,  they  almost  invaluably  aggravate  the  evil 
in  the  end.  It  is  only  by  retronchineiit  and 
reform,  by  curtailing  public  and  ]>rivatc  expend- 
iture, by  paying  onr  debts,  and  by  reforming  our 
banking  system,  that  we  are  to  expect  eftoctual 
relief,  security  for  the  future,  and  an  enduring 
prosjierity.” 

474.  this  second  suspension  of  cash  payments 
lasted  in  the  State  of  rcnnsylvania  till  the  loth 
of  January,  1841,  to  which  it  was  limited  by  an 
Act  of  that  State.  The  Bank  of  the  United 
States  then  attempted  to  resume  payment,  but 
such  was  the  feeling  of  hostility  and  distrust 
towards  it,  that  an  immediate  run  began  upon  it, 
and  it  finally  stopped  payment  on  tho  4th  of 
February,  1841.  Such  was'  the  cud  of  this  bank, 
which  for  many  years  was  one  of  the  great  party 
questions  of  the  Union.  The  stockholders,  in 
January,  1841,  appointed  a committee  of  investi- 
gation into  its  aflairs,  who  made  a report  in  April. 
This  report,  thougli  very  brief  and  general,  at 
least  for  so  great  an  affair,  di.'^closed  a course  of 
management  as  reckless  and  improvident  as  any 
instance  of  any  joint  stock  bank,  that  we  are 
aware  of.  It  estimated  the  loss  of  capital,  as  then 
ascertained,  at  17,301,946  dollars,  but  such  esti- 
mates of  the  value  of  the  assets  of  suspended 
bimks,  ai*o  very  rarely  realized,  and  we  believe 
that  on  the  final  liquidation  of  its  affiiirs,  the 
whole  capital  was  found  to  be  gone.  Tlie  other 
banks  in  Philadelphia  followed  the  example  of  the 
United  States  Bank,  and  did  not  resume  until 
the  18th  of  March,  1842,  making  their  fourth 
suspension.  On  the  occasion  of  the  suspension 
in  1839,  out  of  850  banks  in  the  Union,  343 
stopped  payment  entirely,  and  62  partially.  But 
the  New  England  Banks  were  honourably  dis- 
tinguished, for  out  of  198  in  New  York,  only 
four  sus|»ended,  while  in  the  Southern  and  Wes- 
tern States,  two  out  of  every  three  stopped. 

475.  In  1840,  the  President  again  alluded  to 
the  question  of  a national  debt,  and  a national 
bank,  in  bis  message.  When  the  final  determi- 
nation to  refuse  the  renewal  of  the  Charter  of  the 
Bank  of  the  United  States  was  adopted,  it  became 
necessary  to  provide  for  the  safe  keeping  of  the 
public  monies,  which  had  hitherto  been  depositeil 
in  that  bank.  An  Act  was  accordingly  passed, 
by  which  they  were  distributed  among  50  or  60 
of  the  State  Banks,  which  enjoyed  the  highest 
reputation.  This  was  done  in  1836,  but  in  1837, 
the  universal  suspension  took  phice,  which  jdaced 
the  government  in  extreme  embarrassment,  for 
all  its  monies  were  locked  up  in  these  suspen- 
ded State  banks,  and  it  had  nothing  to  pay  to 
its  creditors  but  their  depreciated  paper.  Tho 
govoriimcnt  is  said  to  have  lost  about  1,900,000 
dollars  by  these  bankrupt  banks.  Thencefor- 
ward, it  determined  to  keep  all  the  public  monies 
in  the  Treasury  itself.  The  President  congratu- 
lated Congress  in  1840,  upon  the  eutfre  success 
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of  this  plan,  notwithstanding  the  apparently  in- 
surmountable dilhculties  in  which  the  goverii- 
numt  had  been  jdaced  by  the  suspension  of  tlie 
banks,  all  of  tliese  had  been  overcome,  and  every 
claim  upon  them,  at  home  or  abroad,  had  been 
promptly  met.  "‘Among  the  reflections  arising 
from  the  contemplation  of  these  circumstances, 
one  not  tlio  least  gratifying,  is  the  consciousness 
that  the  government  bad  the  rcsolntion  and  the 
ability  to  adhere,  in  every  emergency,  to  the 
sacred  obligations  of  law ; to  execute  all  its 
contracts,  according  to  the  requirements  of  the 
constitution ; and  thus  to  present,  when  most 
needed,  a rallying  point,  by  which  the  business 
of  the  whole  country  might  be  brought  back  to 
a safe  and  unvarying  standard, — a result  vitally 
important,  as  well  to  the  interests,  as  to  the 
morals,  of  the  peojde.  There  can  surely  now  be 
no  difleronce  of  opinion  in  regard  to  the  incalcu- 
lable evils  that  would  have  arisen,  if  the  govern- 
ment at  that  critical  moment  had  suffered  itself 
to  be  deterred  from  upholding  the  only  true  stan- 
dard of  value,  either  by  the  pressure  of  adverse 
circumstances,  or  the  violence  of  unmerited  de- 
nunciation.” The  President  then  emphatically 
warned  the  nation  again.st  the  habit  of  contract- 
ing public  debts,  among  the  objections  to  which, 
he  said,  was  the  certain  tendency  of  public  secu- 
rities to  concentrate  ultimately  in  the  hands  of 
foreign  hobiers.  Already,  he  said,  the  resources 
of  many  of  the  States,  and  the  future  industry  of 
their  citizens,  have  been  indefinitely  mortgaged 
to  foreigners,  to  the  amount  of  twelve  millions 
annually,  which  gave  foreigners  a right  to  med- 
dle with  the  internal  afiairs  of  the  Union,  in  a 
manner  calculated  to  excite  serious  alarm.  The 
President  then  ex]>atiatcd  on  the  evils  of  the 
public  debts,  and  said  that  lie  had  come  into 
ofiice  the  declared  euemy  of  both  a national  debt 
and  a national  bank.  “ If  a national  bank  was, 
as  is  undeniable,  repudiated  by  the  framers  of 
the  constitution,  as  incompatible  with  the  rights 
of  the  States,  and  the  liberties  of  the  people ; if 
from  the  beginning,  it  has  been  regarded  by  a 
large  portion  of  our  citizens  as  coming  in  direct 
collision  M'ith  that  great  and  vital  amendment  of 
the  constitution,  which  declares  that  all  powers 
not  confen*ed  by  that  instrument  on  the  general 
government,  arc  reserved  to  the  States  and  to 
the  people;  if  it  has  been  viewed  by  thorn  as 
the  first  great  step  in  the  march  of  latitudiuoiis 
construction,  which,  unchecked,  would  render 
that  sacred  instrument  of  as  little  value  as  an 
unwTitteu  coiislitution,  dependent,  as  it  would 
alone  bo,  for  its  meaning,  on  the  interested  inter- 
}>retation  of  a dominant  party,  and  affording  no 
security  to  the  rights  of  the  minority ; if  such  is 
undeniably  the  case,  what  rational  grounds  could 
have  been  conceived  for  anticipating  anght  but 
determined  opposition  to  such  an  institution  at 
the  present  day  ? 

“ Could  a difterent  result  have  been  expected, 
when  the  couse(iuences  which  have  flowed  from 
its  creation,  and  particularly  from  its  struggles  to 
l»er])etuate  its  existence,  had  confirmed  in  so 
striking  a manner  the  apprehensions  t>f  its  earliest 
opponents;  when  it  had  been  so  clearly  de- 
monstrated that  a concentrated  money  power, 
wielding  so  vast  a capital,  and  combining  such 
inriileulable  means  or  influence,  may  in  those 
]K*enUar  conjunctures,  to  which  this  government 
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is  nnavoi  lably  exposed,  prove  an  overmatch  fl)r 
the  political  power  of  the  peojtle  themselves; 
when  the  true  chai-acter  of  its  capacity  to  regulate, 
according  to  its  will  and  its  interests,  and  tlie 
intere.sts  of  its  favorites,  the  value  and  i)roduction 
of  the  labor  and  pixiperty  of  every  man  in  this 
extended  country,  had  been  so  fully  and  fearfully 
developed;  when  it  was  notorious  that  all  classes 
of  this  great  community  had,  by  means  of  the 
power  and  influence  it  thus  j>ossesses,  been  in- 
fected to  madness  with  a spirit  of  heedless  specu- 
lation ; V lien  it  had  been  seen  that,  secure  in  the 
support  of  the  combination  of  influences  by  which 
it  was  surrounded,  it  could  violate  its  cliarter, 
and  set  the  laws  at  defiance  with  impunity ; and 
when,  too,  it  had  become  most  a]»pareiit,  that,  to 
believe  that  such  an  accumulation  of  pciwers  can 
never  be  granted  without  the  certainty  of  being 
abused,  V as  to  indulge  in  a fatal  delusion  ? • ♦ 

“In  lieu  of  a national  bank,  or  a dependence 
upon  banks  of  any  description,  for  the  manage- 
ment of  our  fiscal  affairs,  I recommend  the 
adoption  of  the  system  wliich  is  now  in  successful 
operation.  That  system  affords  every  requisite 
facility  fur  the  transaction  of  the  pecuniary  con- 
cerns of  1 he  government ; will,  it  is  confidently 
anticipafr  d,  produce  in  other  respects,  many  of 
the  benefits  which  have,  from  time  to  time,  been 
expected  from  the  creation  of  a national  bank, 
but  which  have  never  been  realized;  avoid  the 
manifold  evils  of  such  an  institution,  * * do 
away,  for  ever,  all  dependence  on  corporate 
bodies,  eii  her  in  raising,  collecting,  safekeeping, 
or  disburi-ing  the  public  revenues  ; and  place  tho 
government  equally  above  the  temptation  of 
fostering  a dangerous  and  nneonstitntioiial  insti- 
tution at  home,  or  the  necessity  of  adapting  its 
policy  to  the  views  and  interests  of  a still  more 
formidable  money  power  abroad. 

“It  is,  by  adopting  and  carrying  out  tlieso 
principles,  under  circumstances,  the  most  arduous 
and  discouraging,  that  the  attempt  has  been  made, 
thus  far  successfully,  to  demonstrate  to  the  ])copIe 
of  the  United  States  that  a national  bank  at  all 
times,  and  a national  debt,  except  it  be  incurred 
at  a perio<lwhen  tlie  honor  and  safety  of  the  nation 
demand  the  temporary  sacrifice  of  a policy,  which 
should  only  be  abandoned  in  such  exigencies,  are 
not  merely  unnecessary,  but  in  direct  and  deadly 
hostility  io  the  principles  of  their  government, 
and  to  their  own  permanent  welfare. 

“The  progress  made  in  the  development  of 
these  positions,  appears  in  the  preceding  sketch 
of  the  past  history  and  present  state  of  the 
financial  concerns  of  the  federal  government.  The 
facts  there  stated  fully  authorize  the  assertion 
that  all  the  purposes,  for  which  government  was 
instituted,  have  been  accomplished  during  four 
years  of  j,creater  pecuniary  embarrassment,  than 
were  cvei  before  experienced  in  time  of  peace, 
and  in  the  face  of  opposition,  as  formidable  as 
any  that  was  ever  before  arrayed  against  tho 
policy  of  an  administration ; that  this  has  been 
done  when  the  ordinary  revenues  of  the  govern- 
ment wer('  generally  decreasing,  as  well  from  the 
operation  of  the  laws,  as  the  condition  of  the 
country;  without  the  creation  of  a permanent 
public  debt,  or  incurring  any  liability,  other  than 
such  as  tlv  ordinary  resources  of  the  government 
will  speedily  discharge,  and  without  the  agency 
of  a national  bank.  * * * 
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“The  first,  and  assmvdlv,  nut  tlic  im- 

jiortaiit  step  towards  ivlievmg  the  country  fn»m 
the  condition  whirh  it  has  been  ]duugLMl  by 
excesses  in  tra<le,  banking,  and  credits  ul'all  kimis, 
was  to  ])lace  tlie  business  transactiuii.s  uf  llie 
guvernmeut  itself  on  a ^olid  basis;  giving  ami 
receiving  in  all  cases  value  for  value,  and  neither 
cuniifenancing,  nor  encouraging  in  others,  that 
ilelusive  system  of  credit,  from  which  it  has  been 
found  so  ditficiilt  to  escape,  ami  which  has  left 
nothing  l>ehiml  it,  but  the  wrecks  that  mark  its 
fata!  career. 

“That  the  financial  affairs  of  the  government 
are  now,  and  have  been  during  the  whole  jieriod 
of  tho  wide  spreading  difliculties,  conducted  witli 
a .strict  and  invariable,  regard  to  this  great  ftimla- 
nicnlal  principle,  and  tliat  l)v  the  assumption  ami 
inaiutenmice  (if  tlie  staml  thus  taken  on  the  very 
tlireshold  of  the  apiiroaehing  cri.'^is,  more  than  by 
any  other  cause  or  causes  wliatever,  the  coin- 
iimnity  at  large  has  been  shielded  from  the 
im  alcnlablc  evils  of  a general  indefinite  suspen- 
sion of  specie  payments,  and  a consef|iienl  anni- 
hilation for  the  whole  period  it  might  have  lasted, 
of  a just  and  inviU'iable  standard  of  value,  M'ill,  it 
is  believed  at  this  period,  scarcely  be  questioned. 

“ A steady  adherence  on  the  part  of  the  govern- 
ment to  the  policy  which  has  produced  such 
salutary  results,  aided  by  judicious  state  legis- 
lation, and  what  is  not  less  important,  !»y  the 
industry,  enterjirise,  j^erseveraucc,  and  economy 
«if  the  American  ]»eople,  cannot  fail  to  rai.se  the 
whole  country,  at  an  early  period,  to  a stale  of 
Solid  and  enduring  jirosperity,  not  subject  to  be 
aitain  overthrown  by  the  suspension  of  banks,  or 
tiie  explosion  of  a bloated  credit  system.” 

47C.  The  next  President,  General  Harrison, 
was  not  so  keen  an  advocate  for  a metallic  currency 
as  his  ]iredecessors.  Ho  said,  in  1841,  “connect- 
ed with  this  subject  is  the  character  of  tlie 
currency.  The  idea  of  making  it  exclusively 
metallic,  however  well  intended,  ajipear.s  to  me 
to  be  fraught  with  mon*  fatal  conse(|uences  tlian 
any  other  scheme,  having  no  relation  to  the  ]>er- 
s-uial  rights  of  the  citizen,  that  has  ever  been 
di’vised.  If  any  single  scheme  could  produce  the 
effect  of  arresting  at  once  that  mutation  of  con- 
diticui,  by  which  thousands  of  our  most  indigent 
fellow  citizens,  by  their  industry  and  enterprise, 
are  raised  to  the  po.sse.ssion  of  wealth,  that  is  the 
line.  If  there  is  one  measure  better  calculated 
than  another  to  produce  that  state  of  things  au  much 
deprecated  by  all  true  republicans,  by  vhich  the 
rich  are  daily  adding  to  their  hoard>,  and  the 
poor  sinking  deeper  into  jienurv,  it  is  an  exclusive 
metallic  currency.  Or  if  tliere  a process  liy 
v liicli  the  character  of  the  country  for  gWierosit>\ 
ami  nobleness  of  feeling,  may  be  destroyed  by 
this  gi’eat  increase  and  necessary  toleration  of  ; 
usury,  it  is  an  exclusive  metallic  currency.”  In  j 
this  rhetorical  attack  on  an  exclusively  metallic  ' 
currency  General  Harrison  was  fighting  against 
a sliadow,  no  one  proposed  an  exchi.-ively  me- 
tallic currency,  but  tmly  what  common  lioiiesly 
demanded,  that  the  notes  of  banks  should  be 
really  and  bona  what  they  i)i*ufessed  to  be, 
convertible  into  specie  at  the  will  of  tlie  holder, 
and  that  there-  should  be  a sutficient  inelallic 
basis  to  the  cuiTeiicy  to  prevent  those  tremendous 
fiui'tuatious  in  it,  which  sjiread  so  much  ruin  ami 
desolation.  General  Harrison,  however,  died 
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before  he  could  unfold  any  policy,  and  was 
succeeded  by  Air.  Tyler,  who  thus  delivered  lu3 
I .sfutiiuenls  on  the  ^ubjeet.  If  paper  be  used  iis 
the  chief  medium  of  circulaiiuu,  ami  the  power  be 
veslcnl  in  the  govenimeiit  ol‘ issuing  it  at  pleasure, 
I either  iii  the  form  of  treasury  drafts  or  any  other; 

or  if  banks  be  used  as  tiio  juiblic  ilepositories, 

' with  liberty  to  regartl  all  surplusscs  from  day  to 
day,  as  so  much  added  to  tiieir  active  capital, 
prices  are  exposed  to  eoU'taiit  lluctualiuus,  ami 
industry  to  severe  suffering,  lu  the  one  case, 

I [lolitical  Considerations  directed  to  party  purposes 
i may  control,  while  excessive  cupidity  may  pre- 
i vail  on  the  other.  The  public  is  thus  coustaiiily 
liable  to  imposition.  Exjiaimious  and  contractions 
may  follow  each  other  in  rapid  succession — tho 
one  engendering  a reckless  >]>irit  of  adventure 
I and  speculation,  which  embraces  states  as  well  as 
' individuals — the  other  causiiig  a fall  in  prices, 

I ami  accomtdishing  an  entire  change  in  the  aspect 
of  affairs.  Stocks  of  all  sorts  rapidly  decline, 

I individuals  are  ruined,  ami  states  emb  arassed — 

, even  ill  their  efforts  to  meet  with  punctuality  the 
interest  on  thefr  debts.  Such  uuhaiipily  is  the 
I comlitiou  of  things  now  existing  in  tiie  United 
I Status.  These  effects  nia^'  be  readily  traced  to 
the  causes  above  referred  to.  The  public 
revenues  being  removed  I'rom  the  then  bank  of 
the  United  States,  under  an  order  of  a late  Presi- 
dent, were  placed  in  selected  Stale  banks,  which 
actuated  by  tlie  double  motive  of  coiicilialiug  the 
government,  ami  augmciilhig  their  jirolits  to  the 
greatest  possible  extent,  enlarged  extravagantly 
their  discounts,  thus  enabling  ail  existing  bank.s 
to  do  the  same ; large  dividends  were  declared, 

' which  stimulating  the  cupidity  of  capitalists, 
caused  such  a rush  to  be  made  to  the  legislatures 
of  the  respective  states  for  similar  acts  of  incorpo- 
ration, which,  by  many  of  the  stales,  under  a 
temporary  infatuation,  were  r^'adily  granted  : and 
ihu.s  the  augmentation  of  tlie  circulating  medium, 
cousi^tillg  almost  exclusively  of  paper,  produced 
a most  fatal  delusion.  An  illustration  derived 
Irom  the  land  sales  of  the  period  alluded  to,  will 
serve  best  to  sliew  the  effect  of  the  whole  system. 
The  average  >ales  of  the  imblic  lauds  for  a period 
ot  ten  years  prior  to  had  not  much  exceeded 
two  millions  of  dollars  per  anuuin.  lu  1844,  they 
attained  in  round  numbers  to  the  amount  of  six 
millions  of  dollars;  in  the  succeeding  year  of 
they  reached  sixteen  millinns  of  dollars;  and  the 
next  year  of  thev'  amounted  to  tlie  enoniKiUs 
sum  of  twenty-five  millions  of  dollars — tlius 
crowding  into  the  short  sjmceof  three  years,  up- 
wards of  Seventy-three  years'  purchase  of  the 
public  domain.  So  aiipareiit  bail  become  the 
necessity  of  arresting  this  course  of  things,  that 
the  executive  department  asMiined  tiie  liiglily 
questionable  power  of  discriminating  in  the  fiimis 
to  be  used  in  payment  by  different  classes  of  jmb- 
lic  debturs;  a discriniiiiatiou  which  was  doubt 
lessly  designed  to  correct  this  iuo>t  ruinous  slate  of 
things,  by  the  exaction  of  specie  in  all  payments 
of  the  public  lauds,  but  which  could  not  at  oiice 
arrest  the  tide  which  had  so  strongly  set  in. 
Hence  the  demand  fur  specie  becoming  unceasing, 
and  corresponding  ]irustraiiuii  rajiidly  ctisu  d 
under  the  necessities  created  vviiu  tlie  banks 
to  curtail  tlieir  discounts,  and  thereby  to  reduce 
their  circulation.  J recur  to  these  things  with 
no  dhspositiou  to  censure  pre-existing  admin- 
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of  tlio  j^«»vonnneiit,  but  iu 

exemplUica'.ioi)  of  tliu  truth  of  the  jiositiou 
'vhieli  I liave  assumod.  If  then  iniy  fiscal 
ajrciit  •which  uuiy  be  created,  shall  bo  iihiced 
Avithout  due  restrictions,  either  in  the  hands  of 
the  administrators  of  the  goA'erninent,  or  those  of 
t)rivate  indivulnals,  the  temptation  to  abuse  will 
prove  to  be  resistless.  Objects  of  political 
a^^n-andi;5enienr  may  seduce  the  first,  and  the 
jirLuiiptin^s  of  a bomidlcss  cupidity  will  assail 
the  last.  * * 'I'iie  charter  of  the  bank  of  the 
I'nited  States  expired  by  its  own  limitation  in 
18;i(J,  an  etfort  Avas  made  to  renew  it,  Avhich 
received  the  sanction  of  the  two  houses  of  Con- 
gress, but  tlie  then  President  of  the  United 
States  exercised  his  A'eto  ]>oAver,  and  the  mea- 
sure Avas  defeated.  A regiU’d  for  the  truth 
retpiires  me  to  say,  that  the  President  Avas  fully 
sn.>tained  in  the  course  he  had  taken  by  the 
popular  voice.  IHs  successor  to  the  chair  of 
slate  unqiuiHtiedly  pronounced  his  opposition  to 
any  new  charter  of  a similar  institution;  and 
not  only  the  popular  election  Avhich  brought  him 
into  poAA'er,  but  the  elections  through  much  of  his 
term,  seemed  clearly  to  indicate  a concurrence 
AAitli  him  in  sentiiueut  on  the  part  of  the  peoi)lc. 
After  the  public  monies  Avere  AvithdraAvn  from  the 
United  States  Bank,  they  AA'ore  placed  in  dep<isit 
Avith  the  State  banks,  and  the  result  of  that 
policy  has  been  before  the  country.  To  say 
nothing  as  to  tlie  question  Avhether  the  experi- 
ment Avas  made  under  propitious  or  adA'crse 
circumstances,  it  may  safely  be  asserted  that  it 
did  receive  the  umpialified  condemnation  of  most 
ot  its  early  advocates,  and  it  is  believed  Avas  con- 
demned by  the  pojmlar  sentiment/* 

477.  From  this  time  the  public  deposits  Avere 
withdrawn  from  the  custody  of  any  banks  Avhat- 
cver,  and  kept  in  the  treasury,  and  the  consequence 
has  been  that  Avhile  numerous  crises  of  mure  or 
less  severity  huAc  SAvej)t  the  country,  the  credit 
of  the  goAeniment,  resting  on  the  solid  foundation 
of  specie,  has  remained  nniinpaired.  Having 
given  at  so  great  length  the  history  of  the  changes 
ill  the  American  s}>tem  of  currency  and  banking, 
Ave  need  not  enter  into  any  detail  of  its  history 
for  the  hist  few  years,  as  no  change  iu  its  con- 
stitution has  since  taken  place.  Our  object  is 
sutlieiently  aiisAvered,  Avhich  Avas  to  exhibit  by  a 
siirticiently  full  account,  drawn  exclusively  from 
native  sources,  the  fearful  curse  Avhicli  an  ill 
regulated  [>aper  currency  is  to  a country.  Many 
persons  in  this  country  consider  that  paper  issues 
are  the  panacea  for  till  commercial  evils,  and 
Avant  of  emploAouent  of  the  Avorking  classes.  But 
AA'e  have  seen  in  the  preceding  narrative  that  it 
Avas  the  very  issues  of  paper  which  brought  on 
such  frightful  catastrophes  in  America,  to  Avhich 
there  is  no  parallel  iu  this  country.  We  have 
aiso  seen  how  inaccurate  are  the  vIcaa's  of  a sect 
iu  this  country,  who  attribute  the  derangement 
of  the  American  currency  to  the  overthroAv  of  the 
Bank  of  the  United  States,  as  Sir  Robert  Peel 
did  in  1844.  We  have  seen  that  in  mismanage- 
ment, in  extravagant  pajier  issues,  iu  fanning 
vicious  speculation,  in  misappropriating  its  funds 
to  Avild  adventure^  that  Bank  Avas  the  most 
guilty  culprit  of  all,  anl  so  potent  and  mis- 
chievous Avas  its  indueuce  iu  deranging  the 
CH)uimerce  of  the  country,  that  it  fell  amid  the 
universal  execration  of  the  pe*q*le.  We  saA 


nothing  (4  its  political  intrigmes,  of  the  question 
of  its  nin  onstitutionaiity  or  the  contrary,  Avhich 
do  not  concern  the  subject  in  an  economical  vieAv. 
One  thing  is  certain,  that  for  a considerable  time, 
the  Americans  liaA-e  been  ]iorfectly  determined 
not  to  tolerate  again  the  institution  of  a National 
Bank.  But  a great  deal  remains  to  be  done  to 
]nit  the  American  currency  on  a sound  footing. 
It  may  be  Avell  i)erhaps  iu  the  early  stages  of  a 
country  to  tolerate  a small  paper  currency,  but 
as  it  gets  richer,  it  should  certainly  be  replaced 
by  a metallic  one.  The  security  of  the  notes  in 
America  is  supposed  to  be  maintained  by  the 
deposit  *»f  public  stock,  or  mortgage  on  land, 
besides  convertibility  into  specie.  But  in  the 
Western  States  at  least,  convertibility  into  specie 
is  a pure  farce.  It  caimut  be  enforced,  and  any 
one  attempting  to  enforce  it  avouUI  run  consider- 
able risk  of  being  very  roughly  handled  by  the 
free  and  enlightened  citizens.  And  the  security 
of  the  funds  and  land  docs  not  ]»reveiit  the  paper 
being  at  a considerable  discount.  The  whole 
system  is  manifestly  a vicious  circle,  for  paper 
is  issued  on  the  security  of  jiublic  stock  and  laud, 
and  Avlieu  the  stock  or  land  is  to  be  sold,  AA'hat  is 
it  to  be  redeemed  iu?  l*aper.  Thus  there  is 
nothing  but  pajier  to  redeem  paper.  This  is 
Law’s  theory  of  money  Avhidi  is  fully  examined 
under  Laav. 

The  fulloAAdng  table  shews  the  progress  of  bank- 
ing iu  the  United  States  : — 

N'  iHiEK  OF  Banks  in  each  State. 


Mussachasetts... 

1811 

15 

1816. 

L'6 

1820. 

28 

1830. 

66 

1858. 
- 173 

Maine  

(i 

- 

14 

15 

18 

- 70 

New  Hampshire 

8 

10 

10 

18 

- 47 

Vermont  

. 

1 

10 

- 41 

Rhode  Island  ... 

13 

- 

it; 

30 

47 

- 23 

Connecticut 

5 

- 

10 

8 

13 

- 74 

New  York  

8 

. 

27 

3:4 

37 

. 294 

New  Jer>cy  

3 

11 

14 

18 

- 47 

Peunsybania  ... 

4 

43 

36 

33 

- 76 

DelaAvare  

5 

6 

6 

- 11 

Maryland 

6 

20 

14 

13 

- 31 

1).  of  Columbia 

4 

10 

13 

• • 

Virginia  

1 

12 

4 

4 

- 6,2 

N.  Carolina 

3 

3 

3 

0 

- 28 

S.  Carolina  

4 

5 

5 

.5 

- 20 

Georgia 

1 

3 

4 

9 

- 30 

Alabamj 

>» 

3 

6 

Mississqqd  

1 

1 

1 

2 

Louisiana 

1 

3 

4 

4 

- 15 

Teunessi  e 

1 

4 

8 

1 

- 45 

Kentucky 

1 

a 

42 

- 37 

Ohio  

4 

21 

20 

11 

- 49 

Indiana 

?» 

n 

- 40 

Illinois  

tj 

>> 

- 45 

Missouri  

tj 

»» 

- 10 

Michigan  

>5 

>» 

)) 

• 4 

Wisconsin 

>» 

jj 

» 

. C6 

Nebraska  

•> 

» 

6 

88 

236 

300 

328 

1,422 

A projection  for  erecting  a Bank  of  Credit  in 
Boston^  New  England.^  founded  on  laud  security. 
Boston,  1714. 

A discourse  concetniing  the  currency  of  the 
British  Plantations  in  America,  especially  with 
regard  their  paper  money.  Boston,  1740,  re- 
published iu  London,  1751. 

Addre-is  to  the  general  assembly  of  Pennsylvania, 
on  the  ub'ditiou  of  the  Bank  Charter.  1785. 

Debutt  s and  proceedings  of  the  General  As- 
semhly  of  Pennsylvania,  on  the  memorials  praying 
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a repeal  or  .suspension  of  the  law  annulling  the  \ 
charter  of  the  Bank,  rhiladelphia,  1786. 

Essays;  by  Pelatiah  AVebster.  Philadelphia, 
1790.  Contain  an  account  of  the  paper  money 
created  by  the  American  revolutionary  govern- 
ment. 

De.suUory  reflections  upon  the  ruinous  con- 
sequences o>f  a nou-renewed  of  the  Charter  of  the 
Bank  of  the  United  States.  By  Carey,  1810. 

Nine  letters  to  Dr.  Adam  Sei'bert.  By  Carey, 
1810. 

Paragraphs  on  Banks.  Philadelphia,  1811. 

Conci.se  observations  on  the  propriety  of  in- 
corporating 7iew  banks.  Philadelphia,  181“i. 

Proposition  relating  to  the  national  circulating 
medium.  December,  1815. 

Inquiry  into  the  causes  of  the  present  state  of 
the  circulatuig  medium.  Philadelphia,  1815, 

Letter  to  Mr.  Gallatin,  by  Publicola.  Ncav 
York,  1815. 

Letters  to  the  Directors  of  the  Philadelphia 
Banks.  By  Mr.  Carey,  1816. 

Plan  of  an  improved  system  of  the  money  con- 
cerns of  the  Union.  By  Dr.  Bolliuaii.  Phila- 
delphia, 1816. 

A friendly  monitor.  By  AV.  Jones.  First 
President  of  the  United  States  Bank.  Phila- 
delphia, 1819. 

Report  on  the  causes  and  ertent  of  the  present 
general  distress.  (In  Peiinsvlvania.)  Januurv, 
18-20. 

Report  on  the  renewal  of  the  Bank  Chai'ters  (to 
the  senate  of  Peiinsyh'aiiia.)  January,  1821. 

A peep  into  the  Bank.  Ncav  Y^ork,  1828. 

Considerations  on  the  Currency  and  Banking 
system  of  the  United  States.  By  Albert  Gallatin. 
Philadelphia,  1831. 

Legislative  Jlistoru  of  the  Bank  of  the  United 
States.  1833. 

A short  history  of  paper  money  and  hanking  in 
the.  United  States.  By  AV.  M.  Gouge.  Phila- 
delphia. 1833. 

On  credit,  currency,  and  banking.  By  Eleazor 
Lord.  NeAv  York,  1834. 

The  history  of  Banking  in  America.  By  J. 
AA^.  Gilbart.  Loudon,  1837. 

The  credit  system  of  France,  Great  Britain,  and 
the  United  States.  By  II.  C.  Carey.  Phila- 
delphia, 1838. 

The  thcftry  of  money  and  hanks  investigated. 
By  George  Tucker,  Professor  of  Moral  Philo- 
J^ophy  in  the  UniAersity  of  Vii*ginia.  Boston, 
1839. 

Remarks  on  Currency  and  Banking;  having 
reference  to  the  present  derangement  of  the  circu- 
lating medium  in  the  United  States.  .By  Nathan 
Appleton.  Boston,  1841. 

The  Bunker's  Magazine.  Baltimore,  1847. 

A treatise  on  Banksand  the  Currency.  By  Comly 
Raguet.  Translated  into  French  by  Lemaitre. 
Paris,  1840. 

Banks,  hanking,  and  paper  currencies.  By  R. 
Hildreth.  Boston,  1840. 

Answers  to  the  questions : ^Vhat  constitutes 
Currency  f What  are  the  causes  of  unsteadiness 
ff  the  currency  ^ and  what  is  the  remedy  f By  II. 
C.  Carey.  I*hiladelphia,  1840. 


Historical  Sketch  of  the  Rise  and  Progress  of 
Banking  in  France. 

478.  Nothing  could  equal  the  desolation  of 
France,  during  the  closing  years  of  Lfuiis  XIV. 
That  monarch  uoav  reapeil  the  bitter  cousequeuces 
of  the  misciilled  glory  of  the  earlier  portion  of 
his  reign.  He  had  surviA'ed  all  the  illustrious 
men  Avho  had  adorned  the  first  half  of  it.  He,  Avho 
had  formerly  filled  all  Europe  A\'ith  such  terror 
of  his  tremendous  poAver,  as  to  driA’c  even  the 
Pope  into  a league  Avith  the  heretical  Prince  of 
Orange,  had  uoav  lost  all  his  conquests,  his 
soldiers  Avere  beaten,  his  marshalls  disgraced,  and 
the  frontiers  of  liis  kingdom  open  on  all  sides. 
He,  Avho  had  carried  his  armies  to  the  Avails  of 
Amsterdam,  and  devastated  so  many  fiourishing 
Itrovinces  Avitli  nicreiless  cruelty,  Avas  uoav  pre- 
pared to  make  extensive  cessions  of  territory. 
For  many  years  the  finances  had  been  iu  a state 
of  the  utmost  disorder.  Even  in  1692  he  had 
been  obliged  to  send  ail  his  iilate  to  t!.e  Mint  to 
be  coined.  In  1706,  Cliamillart.  the  -.Minister  of 
Finance,  had  paid  the  creditors  of  the  state  in 
paper.  Iu  1708,  Desnuirets,  nepheAv  of  Colbert, 
AA’as  made  Controlenr  General  of  finances. 
The  AA  inter  of  1708-9  Avas  of  terrible  scA'eripq 
and  a dreadful  famine  ensued.  The  ditliculties 
of  the  state  AA'orc  so  great,  that  in  May,  1709, 
tlie  usual  resource  of  bankrupt  despotism  Avas 
adopted — a depreciation  of  the  coinage.  ^ A 
general  re-coiiiage  Avas  ordered,  and  the  Aveight 
diminished,  so  that  out  of  ev^ery  134  old,  18  iieAv 
lonis  (Tor  Avere  created.  Amid  the  general 
despair,  the  king  alone,  like  some  AA-eather-beaten 
oak  of  the  forest,  bore  gallantly  up,  and  maiu- 
taiiied  his  courage, 

479.  The  king  died  on  the  1st  September, 
1715,  and  the  terrible  state  of  the  finances  Avas 
the  first  thing  that  occupied  the  attention  of  the 
Regent  Orleans.  The  resources  of  the  financiers 
were  exhausted.  There  AA  cre  only  about  7 or 
800,000  livres  in  the  treasury.  The  amount  of 
the  public  debt  Avas  not  ascertained,  but  it  Avas 
supposed  to  amount  to  about  3 milliards,  and  a 
large  portion  of  the  securities  were  at  a discount 
of  80  to  90  per  cent.  JManufactiires  Avere  des- 
troyed, commerce  was  at  an  end,  and  vast  tracts 
of  country  were  left  uucnltivated.  Country 
gentlemen  were  unable  to  educate  their  children. 
The  great  bulk  of  Frenchmen  Averc  solely  occu- 
pied in  endeavouring  to  provide  their  daily  food. 
The  letters  of  Madame  de  Maintenou,  during  her 
residence  at  St.  Cyr,  are  filled  -with  details  of  the 
distresses  of  the  peoide,  Avbose  pensions  and 
alloAA  auccs  Avere  stopped.  Many  diplomatic  agents 
remained  so  long  Avlthout  their  salaries,  that  they 
could  not  pay  the  postage  of  tlieir  letters. 

480.  The  state  of  aftairs  Avas  so  hopeless,  that 
St.  Simon  boldly  proposed  a bankruptcy.  The 
council  of  finance  aftected  to  bo  siiocked  at  this 
open  avoAval,  but  at  every  meeting  they  Avere 
occupied  AA'ith  devising  schemes  to  evade  the 
payment  of  the  public  debts.  At  last  three 
methods  AA’cre  adopted.  I.  A depreciation  of 
the  coinage,  II.  A prosecution  ut  the  finan- 
ciers, or  farmers  of  the  rcA'euue,  avIio  Avere  alleged 
to  have  defrauded  the  treasury.  III.  A visa 
or  investigation  of  the  titles  of  the  public  cre- 
ditors, to  see  Avhich  might  be  suppressed  or 
reduced,  on  the  pretended  ground  of  usury . 

M 2 


19G  BANKING  IN  rUANCE  BANKING  IN  FRANCE. 


4sl.  The  Imiij?  (Vor,  which  pas?*erl  current  for 
14  livres,  wii.s  calh  d in  at  Id,  aiul  immediately 
re-isMied  at  *20,  heiw"an  uitdisjruif^cd  bankrui>tcy. 
Of  tlie  securitie.s  calhd  in  to  be  verified,  *250 
millions  were  brouglit  in,  of  these  5.5  millions 
were  fraudulently  retained  by  the  ofHce,  and  only 
195  millions  returned  to  the  owners,  and  from 
the  tinanciors  U»0  milliuiis  were  recovered. 

4h2.  John  Law  (Law)  had  previously,  in 
been  at  Paris,  and  become  acquainted 
with  the  Duke  of  Orleau.s,  to  wliom  his  social 
talents  recommended  him.  He  then  unfolded 
his  Hnaiicial  schemes  to  the  Duke,  who  recom- 
mended him  toDesmarets.  The  minister  thouj^ht 
very  highly  of  his  knowledge,  but  for  some 
reason  he  incurred  the  disiileasure  of  the  govern- 
ment, and  was  m’dered  to  (tuit  the  kingdom. 

485.  Oil  the  ileatli  of  Louis,  Law  immediately 
returned  to  Paris,  and  was  received  with  open 
arms  by  the  Regent.  The  project  of  the  Royal 
Bank  was  renewed.  Law  addressed  several 
memoirs  aud  letters  to  the  Regent,  explaining  the 
nature  of  Banks  and  credit,  and  the  benefits  they 
had  produced  in  the  states  in  which  they  had 
been  adopted.  These  memoirs  and  letters  con- 
tain nothing  winch  is  not  perfectly  sound,  and 
arc  not  tainted  with  that  peculiar  theory  of 
money,  which  we  call  LaxcUm.  The  Regent 
supported  the  plan  with  all  his  power.  On  the 
24th  October,  1715,  a council  extj  aordinary  was 
held  to  consider  the  subject,  to  which  several 
other  eminent  ])ersons  were  invited.  It  was 
proposed  to  erect  a Royal  Bank,  into  which  all 
the  revenues  of  the  kingdom  should  be  paid,  and 
which  should  issue  notes  of  the  value  of  10,  100, 
aud  1000  of  the  current  h'lin.  These  notes  were 
to  be  payable  to  bearer  on  demand,  and  might  be 
used  in  all  commercial  transactions.  But  their 
acceptance  wa.s  to  be  purely  vuluiitarv.  The 
council  however,  led  by  the  Due  de  Xoailles, 
who  was  jealous  of  the  Regent,  and  tried  to 
thwart  him  in  every  way,  unanimously  rejected 
the  plan,  and  tlie  Regent  was  obliged  to  acquiesce. 

484.  The  Regent,  however,  was  determined  to 
persevere,  aud  having  privately  talked  over  the 
Mtanbers,  a second  sitting  was  held,  at  which 
Law  attended  to  give  explanations,  aud  a project 
on  a smaller  scale  was  brought  forward.  Law 
only  asked  to  be  alloweil  to  establi^h  a private 
banking  company,  with  his  own  capital,  aud  to 
carry  it  on  under  the  eye  of  the  minister.  St. 
Simttu  was  the  only  opponent,  aiul  the  letters- 
paleut  were  granted  on  the  2nd  May,  171b. 

485.  The  capital  of  the  Bank  was  divided 
into  1,200  shares  of  5,000  livres  each.  Subscri- 
bers were  allowed  to  pay  three  fourths  in  public 
securities,  and  one  fourth  in  money.  Thus, 
4,500,000  livres  of  dejireciated  public  stock  were 
taken  out  of  circulation.  This  we  have  already 
seen  (Banking  in  England,  § 82)  was  exactly 
the  same  plan  as  was  aflopted  in  England  to 
snpptU’t  public  credit  in  1097,  when  the  new 
subscriptions  to  the  Bank  were  received  partly 
in  its  own  deiiredated  notes,  and  partly  in 
exchequer  tallies  at  a heavy  diseumit. 

4Ht).  The  Bank  commenced  operations  in 
June,  1716.  It  was  in  every  respect  a similar 
institution  to  the  Bank  of  England.  It  issued 
its  own  notes  oii  the  deposit  of  bullion  and  in  the 
discount  of  bills  of  excliange.  But  what  greatly 
increased  its  credit  both  at  home  and  abroad 


was,  that  it  undertook  to  cash  its  notes  in  money 
of  a fixed  weight  and  fineness,  and  not  in  livren 
t<mrm)isy  the  current  money,  which  varied  ac- 
cording ti*  the  caprice  of  the  king.  It  thus  insured 
a uniform  standard  of  payment,  and  put  an  end 
to  those  atrocious  alterations  of  the  currency, 
which  were  tlie  terror  of  all  dealings  in  credit, 
^loreover  foreigners  wlio  placed  their  money  in 
the  bank  were  exempted  ft‘om  the  droit iranbainvy 
by  which  the  itroperty  of  all  foreigners  dying  in 
France  was  coutiseated  to  the  crown. 

487.  "Hie  effects  of  the  new  Bank,  thus  insur- 
ing a uniform  standard  of  payment,  and  discount- 
ing bills,  was  marvellous.  It  was  instantaneously 
felt  like  magic  throughout  the  whole  country. 
The  exchanges  immediately  turned  hi  favor  of 
France.  Foreigners  hastened  to  purchase  wlicu 
they  were  assured  of  a fixed  eurrenev.  Mer- 
chants  resumed  business,  manufacturers  were  at 
full  work,  the  rate  of  interest  was  lowered.  The 
contemporary  native  writers  all  bear  witness 
that  the  i '‘Covery  of  the  country  from  its  state  of 
prostration  was  incredibly  <|uick.  The  Regent 
did  all  he  could  to  favor  the  new  Bank.  In 
October,  1716,  all  the  officers  of  tlie  revenue 
were  ordered  to  make  their  remittances  in  its 
notes,  and  to  casli  them  at  sight,  so  that  all  the 
finance  offices  of  the  state  became  in  fact  branches 
of  the  Bank.  In  two  years  50  millions  of  notes 
were  issued.  By  this  means  the  Bank  had 
become  very  much  what  it  had  been  intended  to 
be  at  its  first  projection.  Up  to  this  time  it  was 
eminently  prosperous,  aud  was  conducted  on  tlie 
soundest  principles,  and  if  it  had  been  let  alone, 
and  cond-icted  on  the  same  principles,  it  would 
have  conferred  on  France  the  same  benefits  as 
the  Bank  of  England  did  to  this  country. 

488.  But,  unfortunately,  Law  having  now 
attained  so  firm  a position,  in  despite  of  the  jiar- 
iiameut,  whieli  hated  Iiim  as  a foreigner  and  a 
heretic,  aud  of  the  bankers  aud  money  dealers 
whose  trade  he  injured,  began  now  to  plan  those 
gigantic  schemes  of  speculation,  and  to  can-y  out 
his  own  jieculiar  views  of  paper  money,  whieli 
ended  with  so  terrible  a catastrophe,  and  swal- 
lowed up  this  flourishing  establishment. 

489.  Towards  the  end  of  the  17th  century, 
some  gallant  French  adventurers  had  sailed  up 
the  St.  Lawrence,  aud  discovered  those  magniti- 
eent  inland  seas,  of  which  it  is  the  outlet.  The 
Indians  .'puke  of  a mighty  river  which  ran  a 
southerly  course.  Marvellous  tales  of  the 
“Father  of  waters,”  reached  Quebec,  and  a 
mercliaut  named  Joliet,  and  a missionary,  iUar- 
quette,  who  had  labored  among  the  Indians  for 
years,  were  fired  with  Zi*al  to  discover  the 
mighty  stream,  aud  win  fresh  triuuq)hs  for  the 
Fross.  Cm  the  loth  »Juue,  1673,  these  two  men 
with  five  companions,  to  the  astonisliment  of  the 
Indians,  who  sought  to  dissuade  them  from  the 
incredible  task,  struck  across  the  country,  aud 
embarked  on  the  Wisconsin.  A vovage  of  seven 
days  launched  them  on  the  Great  River,  A^■hich 
iiad  never  been  seen  by  a Euntpean  eye  but  once, 
140  year,'-  before.  The  travellers  descended  to 
the  village  of  Arkaiisea,  a little  below  the  junction 
of  the  Arkansas,  took  possession  of  the  country  in 
the  name  of  France,  aud  returned  to  (Quebec  to 
juiblish  these  maiwels. 

490.  d’he  good  Marquette  slept  by  the 
stream,  which  bcar.s  his  name,  the  lone  European 
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among  the  flock  he  liad  won  to  the  Cross.  But 
liie  torch  of  discovery  was  taken  up  by  Cavelier 
dc  la  Salle,  a Jesuit  trader,  who  lived  on  Lake 
C)utario,  and  received  a large  grant  of  laud,  upon 
which  Kingston,  then  called  Fort  Frontenuc,  now 
stands.  Joliet  spread  the  news  of  the  new  found 
regions  as  he  passed,  and  La  Salle,  wlio  was  filled 
with  enthusiasm  for  discovery,  by  reading  the 
voyages  of  Columbus  and  De  Soto,  immediately 
conceived  the  idea  of  seizing  aud  colonizing  tlie 
country.  He  hastened  to  France,  and  the  design 
suited  the  raagiiilicent  ideas  of  Colbert,  who 
granted  him  a monopoly  of  the  trade  iu  buffalo 
skins,  and  em]iuwered  him  to  explore  tlie  Great 
River.  After  innumerable  adventures  and  hard- 
ships, La  Salle  aud  his  party,  in  1682,  navigated 
the  river  in  its  whole  course  from  the  falls  to  the 
sea.  He  took  possession  of  this  enormous  tract, 
iu  the  name  of  France,  aud  gave  it  the  name  of 
Louisiana. 

491.  When  La  Salle  returned  to  France, 
Colbert*  was  dead,  but  his  sou  adopted  his  plans. 
In  1684,  the  first  colonists  were  sent  out  to  take 
possession  of  the  country.  But  their  course  was 
one  seriCvS  of  disasters,  chietly  owing  to  iu- 
ternal  dissensions.  They  missed  the  month  of 
the  river,  and  landed  iu  Texas,  where  the  first 
settlement  was  made.  After  numerous  mis- 
fortunes and  hardsliips,  La  Salle  set  out,  with  a 
few  companions,  to  make  his  way  to  Canada,  but 
oil  the  way  some  of  his  party  mutinied,  and  shot 
him.  After  this  the  colony  languished  for  many 
years.  In  1712  there  were  but  twenty-eight 
French  families  iu  it.  In  that  year  Louis  XIV. 
conferred  an  exclusive  monopoly  of  the  trade  of 
that  vast  region  on  Anthony  Crozat,  an 
eminent  French  merchant.  In  a short  time, 
speculation  began  to  be  dii'ected  to  the  new  terri- 
tory, by  the  report  of  imiueuse  mines  of  gold  and 
silver.  But  the  exclusive  power  of  Crozat  gave 
great  offence  to  his  countrymen,  who  thwarted 
him  iu  every  way,  aud  in  1717  he  was  induced 
to  abandon  his  charter.  At  this  time  the  French 
inhabitants  were  about  700. 

492.  Law  immediately  saw  that  his  great 
opportunity  was  come,  and  that  now  was  the 
time  to  try  his  currency  theories  ou  a grand  scale. 
As  Crozat  was  unable  to  keep  possession  of  his 
grant,  Law  determined  to  succeed  him.  In 
August,  1717,  the  Western  Company  was  erected 
by  letters  patent.  The  king  assigned  over  to 
it,  in  full  property,  all  the  lands  discovered,  and 
to  be  discovered,  iu  Louisiana,  with  sovereign 
rights,  for  25  years.  AH  its  forts,  ammunition, 
money,  &c.,  as  well  as  the  beaver  trade  with 
Canada,  were  included  in  the  gift. 

493.  The  capital  of  the  Company  was  fixed 
at  200,000  shares,  of  500  livres  each,  which  might 
be  paid  iu  any  species  of  public  security.  This 
operation  was  similar  to  the  fouiidatiou  of  the 
Bank  of  England,  and  Law’s  own  Bank.  One 
hundred  millions  of  depreciated  public  stock  were 
thus  absorbed,  and  the  creditors  of  tlie  state 
became  a vast  c<»rporatiou,  highly  favoured  l>y 
it.  The  interest  of  the  capital  stock  was  fixed 
at  4 per  cent.,  and  was  iniiictually  paid  at  Law’s 
Bank.  Tlie  ]>iibiic  securities,  wliicli  were  at 
75  per  cent,  discount,  immediately  rose  to  itar, 
and  public  credit  was  greatly  benefited. 

494.  As  far  as  tlie  operation  had  gone,  this 
was  exactly  what  had  been  done  to  restore  public 


credit  in  England,  in  1697,  and  was  somewhat 

I similar  lo  llie  Bank  of  bt.  George,  at  Genoa, 

I which  was  an  as.sociation  of  the  creditors  of  ilie 
state,  lo  wliom  the  Island  of  Corsica  was  made 
over  iu  full  sovereignty,  as  a .wuritv  for  their 
liebts.  And,  as  far  as  we  have  gone,  there  yvixs 
nothing  objectionable  in  the  constitution  of  the 
Western  Company,  and  if  it  had  been  prudently 
managed,  it  might,  iu  jiroeess  of  time,  have 
attained  as  great  fame  and  power  as  our  own 
East  India  Company. 

495.  Lord  John  Russell,  f lltstory  of  Rnropp. 
from  the  Peace  of  Utrecht^  VoL  //.,  p.  20()),  and 
ail  able  French  ecoiiouiLt,  M.  Levassmir,  iu 
describing  this  operation,  i^liecherche,s  hUtorapo.s 
siir  le  ttysteme  de  Lau\  p.  64,)  have  found  con- 
siderable fault  with  the  mode  of  forming  the 
capital  of  the  Company.  M.  Levasseur  maiu- 
taius  that  it  was  fictitious,  and  that  as  the  public 
securities  were  at  a discouut  of  75  per  cent.,  tlie 
real  capital  was  only  25  millions.  But  his  argu- 
ment appears  to  us  to  be  incorrect.  Tlie  rea-NiHi 
why  these  securities  were  at  so  heavy  a discount 
was,  that  the  interest  was  so  irregularly  paiil. 
As  soon  as  the  interest  was  pniictually  paid,  the 
value  of  the  stock  naturally  rose  to  par, — aud  it 
was  justly  rated  at  its  par  value.  It  was  the 
precise  plan  adopted  in  increasing  the  capital  »jf 
the  Bank  of  England  in  1697,  aud  no  one  ever 
impugned  the  operation. 

496.  Ou  the  28th  August,  1717,  the  Regent 
sent  the  edict  for  creating  the  Western  Coiiqiaiiy 
to  be  registered  by  the  Farliameiit,  along  wiiu 
some  others.  Tliat  body  declined  lo  consider  the 
subject  until  the  Regent  should  have  given  in  a 
full  aud  detailed  account  of  the  fiiiances  of  tlio 
kingdom.  The  Due  de  Xoailles,  who  had  always 
hated  Law,  aud  thrown  every  obstacle  in  liis 
Avay,  actively  opposed  him.  The  Cliaiicelh>r 
D’Aguesseau  sided  with  Xoaillcs.  On  tlie  28tii 
Jaiiuar>q  1718,  the  Chancellor  was  di^missed 
from  his  office,  and  ordered  to  exile  himself  to  his 
country  scut.  The  Duke  hastened  to  resign,  and 
both  were  succeeded  by  *Vrgeiisoa. 

497.  Tlie  Regent  was  mightily  oftended  at 
the  opposition  of  the  Fariiameiu,  aud  on  the 
28th  May,  1718,  a decree  for  depreciating  the 
cuimige,  by  raising  the  marc  of  silver  from  40  to 
60  livres,  was  passed  by  the  Council,  but  not 
sent  to  the  Farliameiit  for  registration.  Ou  tiie 
2nd  June,  all  Faris  was  confounded  by  seeing 
the  decree  placarded  on  the  wails,  without  the 
Farliameiit  having  heard  a word  about  it.  A 
most  furious  contest  immediately  began  between 
the  Regent  and  the  Farhauieiii,  which  at  one 
time  almost  threatened  a civil  war.  The  Far- 
liameiit  denied  tliat  the  edict  had  tlie  force  of  law 
until  registered  by  them.  Tiie  Regent  replied 
with  unanswerable  logic,  tliat  in  an  absolute 
moiiarcliy  the  sovereign  was  the  sole  source  of 
law,  ami  no  inferior  body,  who  derived  their 
autliority  from  his  will,  could  particijiate  la  it. 
He  .shewed  by  precedents,  that  sending  sueli 
edicts  to  the  Farliameut  was  merely  a convenient 
way  of  making  them  kiiuwu  to  the  public,  and 

I was  not  necessary  to  give  them  legal  force.  'I’he 
Farhanieiit,  thus  foiled  in  argument,  deleruiiited 
to  revenge  themselves  on  Law,  as  the  .sujtposed 
author  of  the  edict. 

498.  Ou  the  12th  of  August,  it  published  a 
decree  attacking  Law's  Banking  Company,  it 
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ordv'reil  that  the  o]ierations  nf  the  Rank  shouhl 
be  conlim*(l  to  tliose specilhnl  in  the  letters-patent 
of  the  Lhid  ainl  *20th  ^lay,  17U>,  con.8titutinjt  it, 
and  forbade  it,  or  any  of  its  direi  tors,  officers, 
or  servants,  dire<  tly  or  indirectly,  to  retain  pos- 
session of  any  of  the  (uitilic  moneys,  or  to  make 
nse  of  tlicin  in  its  business,  under  heavy  penal- 
ties. Tliat  all  receivers  of  the  public  moneys 
should  keoj)  them  in  their  own  custody,  and 
should  be  ]n*r^onally  respon>ible  f»>r  them.  All 
hu*ei^niers,  even  though  naturalized,  were  for- 
Indden  to  interfere,  directly  or  indirectly,  in  the 
mana<remont  of  the  linanccs. 

400.  F(H*  several  days  the  Parliament  did  not 
dare  to  publish  this  decree,  but  on  the  l^^th  of 
Anjrn>t,  its  officers  read  it  in  the  presence  of  the 
peojile,  and  copies  were  sent  to  tlie  t>ntper  magis- 
trates. The  Ctuincil  was  etpially  energetic.  It 
quashed  the  decree  of  the  P2th  of  August  as 
treasonable,  atid  declared  that  in  future  the  Par- 
liament must  make  any  objectiou  to  a decree 
within  a week  of  its  jireseiitation,  and  after  that 
time  it  >Iiould  be  held  as  registered. 

500.  The  Parliament  was  pre]tared  to  adopt 
the  most  violent  measures.  It  propused  to  arrest 
Law  by  its  officers,  shut  the  gates  of  the  court, 
hang  him,  and  then  let  in  the  people  to  see  his 
cor])se.  Law,  warned  of  his  danger,  took  refuge 
at  the  Palais  Koval.  Argensou  was  not  a man 
to  be  cowed  by  the  Parliament,  and  a bed  of 
justice  was  immediately  resolved  on.  At  six  in 
the  morning,  of  the  20th  of  August,  the  Parlia- 
ment Wits  ordered  to  attend  at  the  Tuileries  at 
10  o'clock.  PA’ery  pn*]»aratioii  had  been  made 
for  the  coup  (f  rtnt^  and  tu  render  resistance  hoj^e- 
Icss.  Paris  was  strongly  occupied  by  troo]is. 
St.  Simon  (VoL  XVII.^  ehapa.  1 — 9,  cr//7.  1829) 
has  given  the  details  of  this  great  event  with 
great  fullness.  The  Regent  gained  a complete 
trinnqih.  The  Parliament  was  m*dered  to  regis- 
ter the  doevee  of  the  21st  August,  ami  reminded 
that  its  iliiTv  was  to  render  justice  between  man 
and  man,  and  not  to  meddle  with  financial  afiairs. 
It  was  ordered  not  to  delay  the  registration  of 
any  edict  imae  than  eight  days,  after  that  it  was 
to  be  held  as  registered.  1‘he  Parliament  did 
not  diire  to  disobey,  the  edicts  were  registered, 
and  its  friends  otherwise  humiliated, 

501.  The  Regent  had  now  completely  con- 
quered all  opposition,  and  determined  to  carry 
out  the  tilaus  of  Law  on  a grand  scale.  On  the 
4th  of  December,  1718,  a secret  council  was  held, 
to  which  only  the  Due  d’Antiii,  the  Due  de 
Bourbon,  and  Argensou  were  summoned,  to 
pass  an  edict,  prepared  b^'  L;iU‘,  to  carry  out  the 
“ Systkm,'’  to  be  presented  to  tlie  Parliament. 
Argensou  was  aghast  at  the  daring  magnitude 
of  the  sclieme,  Antin  was  only  a timid  courtier, 
and  Bourbon  was  actuated  by  the  hojie  of  profit. 
The  determinatiuu  of  the  Regent  -was  successful, 
and  on  the  folloAviiig  day  the  edict  was  sent  to 
tlie  Parliament  to  be  registered.  It  was  rejected 
by  a majority  of  84  to  2d.  Law  was  detested  as 
a foreigner  and  a Protestant.  The  Parliament 
was  alarmed  at  the  magnitude  of  the  scheme,  and 
]irotested  against  the  degradation  of  the  king  into 
a banker  and  merchant.  But  all  resistance  was 
useless  : on  the  12th  of  December,  the  decree  was 
held  as  registered,  and  had  the  force  of  law. 

502.  By  this  decree  the  Banking  Company 
of  Law  was  erected  into  a Royal  Bank.  The 
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original  -apital  was  rciiaid  to  the  shareholders, 
ami  1,200  shares  in  the  Western  Company,  which 
it  had  purchased,  were  held  as  security  for  its 
notes.  '1  hose  -were  declared  to  be  no  longer  pay- 
able in  a fixed  standard,  as  heretofore,  but  in  the 
current  i oiii  of  the  day,  Avhich  was  always  liable 
to  be  alttreil  at  the  arbitrary  Avill  of  the  govern- 
ment. I’rom  the  1st  of  .lanuarv,  1719,  in  Paris, 
and  froM  the  1st  of  March  in  the  ]irovinccs, 
silver  Avas  forbidden  to  be  used  iii  al!  payments 
alioA'e  {>00  livres,  which  were  only  to  he  made  in 
gold,  (u*  bank  notes.  As  there  Avas  scarcely  any 
gold  in  the  kingdom,  this  practically  made  bank 
notes  the  only  legal  tender  for  such  sums.  Five 
branches  Avero  established,  at  Lyons,  La  Ivochelle, 
Tours,  Orleans  and  Amiens. 

503.  In  August,  1718,  the  first  party^  of 
colonists.  800  in  number,  in  three  vessels,  an  iye<l 
safely  at  tlieir  destination,  and  the  City  of  Kew 
Orleans  Avas  founded  on  an  advantageous  site, 
which  had  been  selected  in  anticipation  ot  their 
arrival,  as  the  capital  of  the  iioav  empire.  But 
the  shares  of  the  Com])any  had  fallen  to  a heavy 
discount  it  home.  They  were  onijr  at  300  liAU'es 
in  the  market,  and  the  enterprise  Avas  languishing. 
LaAv  suA\  that  it  was  necessary  to  adopt  some 
financial  operation  to  raise  their  value.  He 
bought  up  two  hundred  at  par,  to  be  paid  in  six 
niunths,  and  he  oftered  to  forfeit  40,000  livres,  if 
he  tailed  in  his  engagement.  This  gave  the 
public  m-ire  confidence,  persuaded  that  the  author 
of  the  scheme  Avould  not  risk  so  much  of  his  oavu 
means  in  it  Avithout  solid  grounds,  they  began  to 
buy  them  up,  and  they  soon  rose  to  par. 

504.  The  government  and  possession  of  such 
a gigantic  territory,  as  Louisiana  then  Avas, 
Avonld  have  been  sufficient  to  have  satisfied  the 
ambition  mid  talents  of  most  men,  but  this  Avas 
but  a small  ]iart  of  Law's  audacious  scheme, 
Avhich  Avas  notliiug  less  than  to  absorb  the  whole 
trade  ami  finances  of  the  country.  He  began  by 
buying  u[>  and  ab.surbing  every  rival  company 
that  stood  in  his  Avay,  and  for  each  absorption 
ncAv  shaivs  were  created.  In  December,  1718,  he 
acquired  the  monoply  of  the  Atlantic  trade,  and 
bought  III)  for  1,000,000  livres,  the  privileges  and 
stock  and  materials  of  all  sorts,  including  eleven 
AA'ell  equipped  vessels  of  the  Company  of  Senegal. 
He  also  bought  up  the  monoply  for  nine  years  of 
the  manufacture  and  sale  of  tobacco,  for  an  annual 
rent  of  4,020,000  livres.  It  had  previously 
yielded  only  two  millions.  The  state  tliiis  gained 
tAvo  millions,  and  Avas,  in  fact,  released  from  the 
payment  of  the  interest  on  the  capital  of  the 
Company. 

505.  ' rhe  company  began  now  rapidly  to 
])ush  on  its  operations.  In  May,  1719,  it  had 
3,577, 00()  Hatcs  in  its  coffers,  a fleet  of  21  vessels, 
and  an  immense  quantity  of  merchandize,  in 
the  beginning  of  1719,  ten  vessels  Avere  sent 
out  Avith  700  soldiers,  and  500  colonists,  and 
groat  quantities  of  stores  of  all  sorts.  The  colo- 
nists Avho  had  preceded  them  had  satisfied  them- 
selves of  the  inexhaustible  resources  of  these 
untrodden  regions. 

506.  With  one  or  tAvo  insignificant  exceptions, 
the  whole  ocean  commerce  of  France  Avas  noAV 
giA*en  oAcr  to  the  company,  and  that  of  the 
Mediterr.ineau  was  soon  added  to  it.  In  July, 
1719,  it  absorbed  the  African  Company,  and  on 
this  occasion  50,000  ncAv  shares  were  created. 


I 


> 

> 


f 


wliich  were  payable  in  bank  notes,  or  gold,  or  i 
silver. 

507.  What  a position  for  this  Scotch  adv^en- 
turer!  A fugitive  from  his  oavu  country,  and  , 
ilismissod  from  several  of  the  Courts  of  Eurojte, 
he  had  uoav  vanquished  the  Parliament,  the  ; 
highest  princes  of  the  blood,  and  the  chancellor  j 
D’Aguesseau.  He  Avas  in  absolute  possession  of 
a vast  territory,  and  all  the  maritime  commerce  of 
France,  which  had  no  communication  Avith 
foreign  countries,  except  through  the  intervention  ^ 
of  his  Company.  He  now  determined  to  bring 
all  the  resources  of  stock-jobbing  into  play,  to 
force  lip  the  value  of  the  shares.  The  50,000 
ncAv  ones  Avere  issued  at  a premium  of  10  ])er 
cent.  This  at  once  netted  a profit  of  2,500,000 
for  the  company.  Two  months  after,  the  original 
shares  were  at  1,000  livres.  Speculation  now 
fairly  set  in,  aud  such  crowds  rushed  to  buy,  I 
that  LaAV  made  an  edict  on  the  30th  June,  that 
each  purchaser  of  a new  share,  must  possess  four 
old  ones.  The  original  shares  Averc  called  wtrcvV, 
and  the  ncAV  ones  JiUes.  To  find  the  means  ot 
purchasing  these  shares,  the  Bank  created,  by 
two  ordinances,  of  the  10th  June,  and  the  20th 
July,  notes  to  the  amount  of  290,000,000  livres, 
and*  it  then  had  400  millions  in  circulation,  and 
on  the  same  day,  the  privilege  of  coining  money 
for  nine  years  Avas  ceded  to  the  Company. 

508.  On  the  27th  July,  50,000  shares  of  500 
livres  were  created,  and  issued  at  1,000,  to  pay  fi>r 
the  coinage  monopoly,  for  Avhich  Law  liad  agreed 
to  ]»ay  50  millions,  in  15  equal  monthly  payments. 
No  one  could  obtain  one  of  these  ncAv  shares 
without  presenting /owr and  one  fille,  aud 
they  were  called  petites  fiUen.  Law  still  further 
stimulated  jobbing,  by  promising  tAvo  annual 
dhidends,  of  6 per  cent.  each.  On  the  27th 
August,  the  company  obtained  a gi’ant  to  farm 
all  the  indirect  taxes  of  France,  at  an  annual  ' 
rent  of  52  millions,  and  on  the  27th  September, 
the  greater  portion  of  the  remaining  taxes,  too 
numerous  to  meutiou.  It  is  only  justice  to  say 
that  immense  improvements  were  effected  in  their 
collection.  Hosts  of  petty  tyrants  AA-ere  swept 
away,  and  all  taxes  Avere  paid  direct  to  the  Com- 
pany, to  the  great  relief  of  the  taxpayers.  LaAV 
further  made  great  eflbrts  of  the  most  enlightened 
nature,  to  diminish  the  impediments  to  com- 
merce, to  improve  coinmunications,  aud  to  over- 
throAv  the  system  Avhich  had  been  reared  Avith 
so  much  unhappy  industry  by  Colbert.  The 
Company  voluntarily  abandoned  the  monopoly 
of  the  sale  of  tobacco,  aud  declared  the  trade 
free,  but  subject  to  a moderate  duty. 

509.  Law  noAv  undertook  a gi'eat  financial 
operation,  no  less  than  to  pay  off  the  remainder 
of  the  national  creditors.  For  this  jmrpose,  he 
undertook  to  advance  to  the  state  1,500  millions, 
for  Avhich  he  aauis  to  receiA^e  three  per  cent,  in- 
terest, which  Avould  relicA'e  the  treasury  to  the 
amount  of  15  millions  a-year.  This  AA'as  done  by 
the  creation  of  ncAv  shares.  On  the  13th  Sept.  , 
1719,  100,000  neAV  shares  Avere  created  of  500  i 
livres,  but  so  strong  Avas  the  tide  of  speculation,  | 
that  they  Avere  issued  at  the  price  of  5,000  liA'res,  ' 
but  the  buyers  might  pay  in  ten  equal  payments 
of  500  livres.  Thus,  one  third  of  the  pa,>ment  , 
Avas  proA'ided  for  at  a single  stroke,  'J’he  facility  ^ 
of  paying  by  instalments  created  a fever  of  i 
speculation.  People  rushed  in  to  buy,  Avith  the 


hope  of  selling  again  at  .a  profit.  We  must  re- 
frain here  from  giving  the  amusing  anecdotes  to 
be  found  in  all  Avriters  on  this  crisis,  and  some  of 
which  arc  gh'cn  under  Laav,  as  we  arc  dealing 
here  only  Avith  financial  questions.  I he  iicav 
shares  rose,  in  a fcAV  davs,  to  8,000  livres.  By 
decrees  of  the  22ml  and  25th  Srptomber,  pay- 
nnmt  might  be  made  in  Government  sccurilic.s, 
or  bank  notes. 

510.  The  success  of  this  issue  Avas  so  great, 
that  on  the  28th  of  the  same  month  a fre.-h  crea- 
tion of  the  same  amount,  aud  on  the  same  terms, 
Avas  made.  On  the  2nd  October,  a tliird  issue  ot 
the  same  amount  completed  the  1,500  millions, 
promised  to  the  state,  aud  Law  AA^as  now  stj  inde- 
peiuleiit  of  the  authorities,  that,  on  the  4th,  a 
.supplementary  issue  of  24,000  shaivs  Avas  created, 
Avithout  eA  CU  the  formality  of  a ilecree.  As  the 
time  for  paying  the  instalments  dn  w near,  the 
price  of  the  shares  bcg.in  to  waver,  as  im>-t 
persons  had  bought  them  Avith  neither  the  inten- 
tion nor  the  means  of  paying  for  them,  but  only 
for  speculation.  As  the  consequences  of  a decline 
might  have  been  fatal,  a decree  of  the  20th  Oct. 
ordered,  that  the  nine  last  i)aymeiits,  Avhich  >honld 
liaA'c  been  made  monthly,  should  be  made  at  three 
intervals,  of  three  months  each.  The  purchasers 
had  thus  two  more  months  to  speculate  Aviih 
them,  and  the  price  continued  to  rise,  aud  soon 
reached  10,000  livres.  In  less  than  three  years 
the  paper  obligations  of  Law  amounted  to  ten 
milliards,  or  about  £400,000,000  of  nominal  va!  ne. 
Of  these,  6,333  millions  Avere  shares  of  dilVerent 
sorts,  aud  the  remaiuder  bank  notes. 

511.  Si>eculation  AA'as  at  its  height  during  tlie 
last  months  of  1719;  in  NoA'ember  and  December 
the  shares  reached  the  price  of  10,000  livres.  As 
usual,  under  such  circumstances,  a uiunber  of 
persons  began  to  see  that  the  delusion  ctniM  not 
be  kept  up  much  longer,  and  began  to  realise,  and 
carry  away  the  ju'oceeds  out  oi  the  country,  in 
s]tecie  and  jewels.  The  lU'icos  of  merchandize 
and  the  necessaries  of  life  rose  immensely.  Cofiee 
rose  from  50  sous  to  18  livres  the  pound;  Avax 
candles  from  32  sous  to  nine  livres  ; cloth  rose  to 
25  Ih’rcs  the  el! ; wlvet  to  42.  A hackney  coach 
cost  40  livres  the  day  ; silk  stockings  40  livres  the 
jiair,  and  everytliing  else  in  proportion.  On  the 
16th  January,*  1720,  the  Parliament  undertook 
the  impossible  ta<k  of  attempting  to  loAver  the 
prices,  and  diminish  the  scarcity  of  articles  of 
prime  necessit}'.  Its  etibrts,  of  course,  Avere  use- 
less, and  it  soon  gaA*e  them  up.  d'he  excessive 
dearness  of  food  aud  iiocessarios  fell  Avith  great 
SGA'crity  on  clerks,  and  small  annuitants,  and 
workmen,  Avho  received  no  increase  of  Avages  pn*- 
portionate  to  the  rise  of  prices,  and  wlio  were 
paid  in  bank  notes.  Shopkeepers,  hoAveAvr,  and 
all  traders,  .•^oon  made  a very  sensible  difference 
betAA'eeu  payments  in  ca>h,  and  payments  in 
paper. 

512.  Law  UOAV  felt  that  the  Avlmle  edifice  of 
this  bloated  credit  was  tottering,  and  the  inu>t 
violent  measures  Avere  resorted  to  to  sustain  the 
value  of  the  paper,  just  as  ahvays  has  been  done 
in  similar  cii’cumstauces.  The  extraordinary 
creations  of  bank  notes  fully  explain  this.  While 
Law's  private  bank  existed,  it  only  issued  61 
million<  of  notes  in  eighteen  mouths,  aud  it  had 
32  mil!i‘>us  of  specie  iu  deposit.  But  Avhon  the 
bank  became  the  Royal  Bank,  and  Law's  theory 
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of  iiiMiifr  was  fully  carriod  out,  tlio  folluwiiifr 
creatioii>  were  uuulc  by  Royal  nnlinancc,  in  one 
year,  17U>  : — 


On  tlie  .“•th  .laniian'  . . 
I] til  February 
l<t  April  . . . 
mth  .lune  . . . 
LVitii  July  . . 
ll'lii  September  . 
iMlb  t)etolM‘r  . . 

I'ntli  December  . 


. . R^.OnOj'MKt  liv. 

. 2o,tiu(i.000 
. . 21.000.000 
. . fiti.ono.noo 

. . 2‘bJ.0Oi)Jh)0 

. . 

. . 120.0nO.O(K) 


‘»-iO.OOO,(>^K)  liv. 

N'»tes  of  T.aw’?  Bank  . . . Gl. 000.000 
Amount  of  lor«;e<lnoie.<sui*pose(l 

to  be  ill  circulation  . . . 50.(X10.000 

1,000,000,000  liv.  j 

I 

Tlii<  ononnnu^  is^ne  crcatetl  so  nnieh  alarm 
that  it  Avas  juiblirly  nnnotinced  that  no  more 
''bould  be  i.^-siird  on  any  pretcnco.  They  Avere 
already  at  a lieavy  discount at  Lille,  at  18  )H*r 
cent. ; in  Burjiiindy  ami  Climn]>a<rne,  they  were 
utterly  refused.  reo]de  preferred  to  make  no 
sales  at  all,  ratlu  r than  take  them.  Tn  Febnntrv,  , 
1720,  tliere  was  almost  an  eineiite  in  the  market  | 
of  Poi^sy.  T!ie  butchers  rernsed  to  ivceiA*e  the  i 
notes  in  i>ayineiit  of  meat,  and  Paris  Avas  in 
danger  of  being  starved,  if  sjiecie  hail  not  been 
seat  to  them. 

510.  l.aAV  .secimr  the  danger  of  the  credit  of 
the  notes  being  entirely  mined,  adopted  the  most 
violent  measures  to  throAv  discredit  on  .specie,  and 
drive  it  out  of  circulation.  The  .shares  of  the 
('omjiany  could  only  be  paid  for  in  imblic  seen-  j 
ritics  and  bank  iiote.s,  specie  Avas  altogctlur 
refused.  On  the  1st  of  December,  17U),  tliebank 
Avas  forbiddon  to  buy  any  more  specie  Avith  its 
note.s.  I’he  Company  Avas  ordered  to  receive  j 
nothing  but  notes  in  payment  of  taxes,  bank 
notes  Avore  made  the  only  legal  tender,  creditors 
were  ordci-cd  to  disregard  all  oilers  of  payim-nt 
in  money.  In  commereial  transactions  no  pay- 
ments of  gi  eater  amount  than  10  Hatcs  in  sihvr, 
and  300  in  gold,  Avere  alloAved.  I'or  loAver 
amounts,  the  Company  only  received  specie  at  a 
discount  of  o per  cent.  Bills  of  exchange  could 
not  be  paid  in  money.  The  bank  relaxed  its 
rule  a litth*,  and  agreed  to  sell  its  notes  for  gold 
at  a premium  of  5 Iter  rent.  On  the  *i8rh  .Tan- 
uarv,  17*20,  another  proclamation  made  nntis 
legal  tender  throughout  the  kingdom,  and  on  the 
28th  April,  all  who  paid  their  taxes  in  notes  Avere 
alloAvcd  a discount  of  10  per  cent. 

314.  In  is.suing  this  immense  quantity  of 
paper,  Luav  Avas  oidy  folloAA  ing  out  the  principles 
of  Ins  system,  and  indeeil  it  is  only  just  to  say, 
fitlloAving  out  to  its  legitimate  conclusion,  the 
prcA’ailing  tlieury  of  money  of  his  day,  and  one 
Avliich  is  even  uoav  very  extemsively  provab-nt. 
Ibit  when  he  shav  it  producing  the  fruits  tif  a false 
throry,  ho  utterly  broke  through  all  his  OAvn  ])riii- 
eiples.  In  his  ift'moirv.H  snr  /c.v  Batq>n‘s^  anti  his 
letters  to  the  regent,  lie  had  stremmusly  main- 
taim‘d  the  doetriiie  that  the  king  should  never 
tamper  Avith  the  coinage,  or  alter  it  in  Aveight, 
fineness,  and  denomination.  In  his  treatise, 
Money  and  Trade  cansidered^  Avhicli  is  a full 
exposition  of  his  theory,  he  does  not  hesitate  to 
stigmatise  all  tamiioring  Avith  the  coinage,  as 
fraudulent  and  delu.sive,  and  the  special  object  of 
his  plan  was  to  create  a paper  currency  Avhich 


should  maintain  an  equality  in  value  Avilh  specie. 
But  heiicefonh  he  folloAVed  the  opjiosite  course, 
instead  of  making  the  paper  correspond  to  the 
value  of  the  ^l^eeie,  he  tried  to  make  sp(‘cic  con- 
form to  the  Aalnc  of  the  paper,  exacth^  Avhat  so 
many  jierson^  maintain  ought  to  have  been  done 
in  England  in  Is  16,  avIuii  there  was  a difi'ereiico 
of  o.'j  iH-r  cent.  betAveen  bank  paper  and  gold,  but 
Avhich  he  had  ahvays  rejirobated.  BetAA'eeii  Seji- 
temb(‘r,  1719,  and  December,  17*20,  there  Avei-e 
tAventy-eight  alterations  of  the  value  of  gold,  and 
thirty-five  o1  that  of  silver.  In  May,  1719,  the 
louis  d'or  had  been  fix<-d  at  36  livres,  on  the  25th 
July,  it  Avas  I'educed  to  34,  on  the  23rd  Septem- 
ber, to  33,  ai  d on  the  3rd  December,  to  32,  on 
the  1st  Jami  iry,  1720,  to  31,  and  on  the  1st  Feb- 
ruary, to  30.  lint  the  laAv  that  bad  money  drives 
out  good  had  begun  to  operate,  at  the  first  reduc- 
tions CA  ery  one  hail  rushed  to  deposit  his  money 
at  the  bank,  ami  get  notes,  but  at  tliese  successive 
reductions,  AA  hich  seemed  to  have  no  end,  they 
liastened  to  i xiiort  their  money,  rather  than  lose 
fiA'e  livres  on  every  louis.  On  tlie  22nd  Jan- 
uary, 1720,  they  Avere  restored  to  their  former 
value,  and  absolute  freedom  of  ex]>ort  Avas 
allowed,  a\  ithout  a passport.  But  it  Avas  only  a 
trick  ; no  sooner  had  money  again  come  into  cir- 
culation, than  on  the  28th,  it  Avas  again  loAvcred 
to  34  livres.  But  for  three  days  gold  Avas  to  be 
receiA’ed  at  900  livres  the  marc,  at  the  Mint, 
Multitudes  of  persons  hastened  to  (lisembarras>i 
themselA^es  o\'  money  which  Avas  such  a source  of 
annoyance  to  them.  The  bank  Avas  filled,  and 
money  Avas  again  proscribed,  and  it  was  forbidden 
to  carry  it  uit  of  any  toAvii  Avliere  there  Avas  a 
mint.  People  Avere  not  even  alloAved  to  keep 
tlioir  money  in  quiet.  Large  (luaiitities  had  not 
bemi  brought  in  under  the  edict  of  ^lay,  1718. 
In  December,  1719,  the  Conqianv  Avas  authorised 
to  make  ilomieiliary  visits,  and  seize  all  tlie 
decried  money  they  could  find,  and  on  tlie  28th 
January,  1720,  this  Avas  extended  even  to  reli- 
gious comimmities,  and  other  ]>rivileged  jilaees. 
Soon  afterAv.irds,  diamonds,  jirecions  stones,  and 
even  gold  onianients  aati'c  prohibited.  On  the 
27lh  Februai'y  all  ]iersoiis  Avliatever,  as  Audi  as 
bodies  corporate,  AA'ere  forbidden  to  have  more 
than  500  livres  in  specie,  under  a penalty  of 
10,000  livres.  Nor  Avere  the  Company  slow  to 
imt  these  decrees  in  force,  several  very  extensive 
seizures  took  place.  No  place  escaped  search. 
The  brothers  Paris,  conspieuous  antagonists  of 
Tanv,  Avcrc  detected  ex])ortiiig  seven  millions, 
Avhich  Avas  S'  ized,  as  avcH  as  an  eijual  sum  fuuiul 
oil  searching  their  house,  and  confiscated  to  the 
Company.  Fnivcrsal  distrust  folloAvcd,  servants 
betrayed  tlieir  masters,  neighbours  informed 
against  theii  neighbours,  aud  eA'on  kindred  and 
friends  denounced  each  other.  The  royal  dnkes 
made  enormous  sums  out  of  Luav,  aud  the  Prince 
of  Conti,  A\hen  some  slight  check  Avas  at  last 
placed  iqiuu  his  rapacity,  Avas  the  first  to  attack 
the  bank.  He  collected  all  his  notes  aud  de- 
manded 14  millions  in  specie  for  them,  Avhidi 
he  carried  away  in  three  Avaggoiis.  The  Due  de 
Bourbon  dn  Av  out  25  millions. 

515.  On  the  30th  December,  1719,  Avlien  the 
system  aa'us  at  the  height  of  its  prosperity,  a 
General  Meeting  of  the  Company  w'as  lield. 
The  Regent  iiresided,  the  royal  dukes  sat  in  the 
croAvd  among  all  sorts  of  j>eoi»le,  Avho  had 
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si»eenlatod  luckily ; the  directors  were  30  in 
number,  and  comprised  nearly  all  tlie  former 
fariiiers-general  of  the  revenue,  but  LaAV  aa^jis  thi* 
real  manager  of  the  Avhole  concern,  and  guided 
the  Avhole  assemblage  at  Ids  Avill.  He  had  uoav 
gi-eat  cause  for  alarm.  The  extravagant  liciglit 
to  which  tlie  shares  had  been  raised,  could  not  be 
maintained  on  the  dividend  of  12]ier  cent,  pro- 
mised to  the  original  shareholders,  and  if  no 
more  could  be  ]iromised,  it  Avas  clear  that  the 
sliares  Avould  soon  go  doAvu  again,  and  might 
possibly  overturn  tlie  whole  sclieine.  The  real 
value  of  the  shares  of  course  ought  to  depend 
upon  the  divideud  earned;  Luav  determined  to 
acaimmodate  the  dividend  to  the  ])rice  of  the 
siuires.  Of  624,000  shares  Avhicli  had  been 
created,  the  king  held  100,000,  and  the  Company 
the  same  number,  so  that  only  424,000  aactc  in 
the  hands  of  the  i»nblic,  for  which  dividends  must 
be  provided.  But  the  engagements  tlie  Company 
Iiad  uiuiertakeu  left  nothing  to  jirovide  an 
ailequate  dividend.  The  balance  sheet  put  before 
the  Company  shoAved  profits,  Avhich  only  existed 
in  imagination,  or  at  least  in  the  hopes  of  tlie 
future.  Tlie  shareholders  Avere  not  too  cui'ious 
in  investigating  tlie  figures  }mt  before  them, 
Avhich  shewed  a profit  of  91  millions.  Aud  iu 
future  it  Avas  determined  that  the  Company 
sliould  pay  a dividend  of  40  per  cent.,  on  the 
original  price  of  ihe  sliares,  or  200  livres  per 
share.  That  dav  speculation  carried  the  shares 
up  from  11,000^  to  15,180  livres,  and  on  the 
5th  of  January,  1720,  to  18,000  Hatcs. 

516.  If  it  had  not  been  for  these  fatal  theories  . 
of  pajicr  money,  and  this  extravagant  speculation, 
the  Comiiany  had  every  prospect  of  succe.ss. 
It  had  surmomited  its  first  difiiculties  of  coloiii- 
zution ; at  the  end  of  1719,  thirty  vessels  sailed 
for  Louisiana,  and  the  coast  of  Africa.  Kicli 
consigiuiieiits  Avere  sent  to  the  East  Indies,  and 
to  8])ain.  In  the  beginning  of  1720,  a licet 
arrived,  freighted  Avith  merchandize  to  the  value 
of  12  millions.  Belle  Isle  iu  France  aa  us  ceded 
to  it.  Lorient,  Avliich  had  been  giAcu  by  Colbert 
to  the  former  Company  of  the  Judies,  was  nothing 
but  ail  obscure  village  Avheii  it  passed  into  LaAv’s 
hands,  and  it  Ava.s  made  the  head  quarters  of  the 
Company’s  trade.  J mmeiise  magazines  and  Avork- 
shops  immediately  started  iij),  and  in  1730,  it 
already  numbered  more  than  14.000  inhabitaiits. 
Ill  Louisiana  everything  promiM'd  avoIL  Colonists 
Avere  attracted  by  liberal  promises  of  land.  In 
February,  17*20,800  families  engaged  to  go  out, 
and  people  40  villages;  each  family  Avas  to  receive 
280  arpeiits  as  a free  gift,  aud  Avas  exemitted 
from  all  taxation  for  three  years,  and  after  that 
the  taxes  AA-ere  never  to  exceed  10  per  cent,  of 
the  products  of  the  soil.  On  these  terms  numbers 
of  persons  started  for  the  colony.  LaAv  bargained 
Avith  the  Elector  Falatiiie,  and  other  German 
princes  to  furnish  12,000  emigrants,  and  of  these 
4,000  Avere  actually  sent  at  his  expense.  The 
Company  eom'eyed  them  free  to  the  country,  aud 
provided  boats  to  take  them  to  their  allotments, 
and  gave  them  food  and  seed  for  the  first  year. 
LaAv  took  a large  concession  in  his  own  iiaiiu*, 
ami  the  jiersons  avIio  presented  themselves  as 
emigrants  were  so  nmneroiis,  that  the  Company’s 
vessels  Avere  not  sutiicient  to  carry  them. 

517.  'J'hese  measures  promised  success,  and 
if  they  had  been  patiently  carried  out,  there  Avas 


cverv  prospect  that  in  time  Louisiana  might 
Uiwv  been  raised  to  a gieat  and  AA’ealtliy  country, 
Avhich  Avoiild  have  brouglit  in  boiuuUess  reve- 
nues to  its  projirietors.  But,  imfortuuateiy,  trom 
tlie  fatal  effects  of  speculatiou,  the  price  of  llie 
sliares  had  been  forced  up  so  higli,  tliat  imme- 
diate profits  Avere  required,  and  to  accelerate 
these,  very  violent  plans  Avere  adopted.  Not 
content  with  the  natural  tide  of  emigration,  every 
means  Avas  adopted  to  force  it.  The  country  Ava:s 
parcelled  out  into  Duchies  and  Marquisates,  and 
thev  Avere  attempted  to  be  peopled  with  despotic 
violence.  The  police  of  Paris  made  a general 
razzia  on  what  they  Avere  pleased  to  term  the 
vagabonds  of  the  city,  but  among  them  numbers 
of  respectable  and  AA'eli-to-do  shopkeepers  AA'ere 
seized.  All  prisoners  Avere  sentenced  to  bo 
transported  to  Louisiana,  in  lieu  of  all  other 
])unislunents,  the  liouses  of  correction  Avore  emp- 
tied, and  even  ecclesiastical  offences  Avere  visited 
Avith  the  same  penalty.  No  projicr  provision  had 
been  made  either  iu  Paris,  or  on  the  journey,  or 
in  the  colony  for  such  multitudes  of  people. 
They  Avere  kept  iu  barns,  Avithout  food,  and  died 
iu  scores,  and  they  filled  the  air  Avith  their  cries, 
Avhich  raised  the  ]>ublic  indignation  to  a high 
pitch.  To  excite  the  public,  the  most  fabulous 
reports  AA^ere  spread  of  the  marvellously  rich 
mines  of  gold  and  sih'er  Avhich  had  been  dis- 
covered, ingots  of  bullion  were  carried  about  the 
streets,  Avhich  it  Avas  pretended  came  from  there. 
Pictures  Avere  published,  shoAving  the  arrival  of 
the  colonists  in  their  earthly  Ikiradisc,  aud  the 
savages  running  to  submit  themselves  to  their  new 
iua.sters.  The  background  Avas  filled  in  Avitli 
mountains  of  gold,  silver,  copper,  lead,  aud  quick- 
sih'er.  Tlie  saA-ages,  who  kneAV  nothing  of  the 
value  of  these  riches,  were  represented  as  bar- 
tering large  lumps  of  gold  for  European  trin- 
kets. Others  Avere  shoAvn  demanding  baptism, 
Avith  eutliusiasm.  The  solid  result  of  all  this 
Avas  the  fouudatiou  of  the  great  city  of  Ncav 
Orleans. 

518.  The  extravagant  rise  in  the  price  of 
the  shares  greatly  disquieted  Luav.  He  had  only 
wislied  to  set  the  public  really  in  motion  to  carry 
out  his  schemes ; Avheii  that  was  done,  it  Avas 
greatly  against  his  interest  to  carry  speculation 
further,  A\hich  could  only  end  in  a convulsion. 
He  UOAV  became  alarmed.  A second  general 
meeting  of  the  company  was  called  on  the  22nd 
February,  17*20.  The  bank  and  the  company 
Avere  consolidated.  The  (piantity  of  notes  could 
not  be  iiicrea.sed  Avithout  the  consent  of  both 
parties,  confirmed  by  a royal  decree.  The  ex- 
travagance of  the  Court  Avas  curbed.  Tlie  king 
could  not  draAV  on  the  bank  for  more  than  he  had 
in  it, — and  the  cashiers  of  the  bank  Avere  for- 
bidden to  honor  his  drafts  to  a greater  extent 
111  order  to  support  the  credit  of  the  notes,  ami 
to  diminish  their  quantity,  the  company  ceased 
to  take  live  jier  cent,  for  notes  iu  exehange  for 
specie.  Notes  AA  cre  declared  the  only  legal  ten- 
der aboA'e  100  liATes.  Those  of  10  livres  Avere 
to  be  called  in  in  two  months,  and  paid;  and 
among  other  things,  all  the  shops  for  trafiieking 
in  the  shares  Avere  shut  tij).  But  one  part  of 
these  resolutions  Avas  immediately  abandoned, 
although  the  company  had  determined  to  stop 
the  advances  to  the  king,  ami  to  request  him  to 
deposit  his  shares  Avith  them,  they  agreed  to 
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JMlvaiice  him  five  millions  a month,  which  could 
only  he  done  by  crealiiijr  new  notes.  ' 

519.^  The  ;roitd  effect,  consequently,  of  the  i 
resolutions  curbing  future  creations,*  was  but 
transient.  Tt  was  seen  that  the  promises  would 
not  be  kept,  and  the  shares  immediately  began 
to  go  down.  Jn  Dee<*mber,  1719,  it  was  promised 
that  110  more  should  be  made,  and  yet  in  Febniary 
1720,  200  millions  were  created  on  pretence  of 
replacing  some  of  these  alri^ad}'  out.  Thev  were 
in  a great  part  issued  before  the  old  ones  were  ' 
called  in.  Xor  were  the  promises  of  the  22nd 
February  better  kept, — iiew’  shares  were  sold, 
and  all  the  acts  of  violence  were  rejieated.  Hut 
nothing  could  avert  the  inevitable  doom  of  the 
system.  Law  had  jiromised  a dividend  of  200 
livres  on  424,000  shares — but  W'here  was  it  to 
come  from  ? There  w ere  no  sufficient  profits. 
This  would  give  the  final  blow  to  the  company, 
whose  Shari'S  were  already  going  dowm,  as  well 
as  to  the  liank.  There  was  but  one  methoil  of 
staving  off  ruin — new  decrees — new  tamperings 
with  the  coinage.  The  price  of  the  shares  as 
fixed  at  9,000  livres,  and  bank  notes  and  shares 
were  declared  to  be  mutually  convertible  at  that 
rate.  The  treasurer  of  the  bank  was  ordered  to 
demand  payment  of  all  commei-cial  bills  at  matu- 
rity. ThLs  would  bring  in  174  millions.  Bank 
notes  still  wore  allowed  a difference  of  (bur  sous 
m the  livre  and  a discount  of  10  per  cent.,  as 
compared  with  spwie,  in  the  payment  of  taxes. 
The  marc  of  silver  was  raised  to*  80  livres, — the 
marc  of  gold  to  1,200,  ecus  to  eight  livres,  and 
the  louis  d'or  to  48. 

520.  By  the  measures  taken,  the  shares  of  the 
bank  w’cre  reilnced  by  one-third,  and  it  was 
hoped  that  fixing  the  price  would  stop  the  fall, 
but  this  did  not  hel]»  the  bank,  which  had  one 
milliard  (£40,000,000)  in  circulation,  and  no 
means  of  w'ithdi  awing  it,  or  even  of  stojtping  its 
!s.sues.  The  shares  were  now'  selling  at  8,000 
livres, — Law  offered  9,000  for  them  ; numbers,  of 
course,  rushed  to  sell  them  at  tliat  price,  and 
that  affected  the  credit  both  of  the  sliares  and 
the  notes.  A severe  blow  was  given  to  the  s^'s- 
tem  by  a decree  of  the  11th  March,  1720.  It 
said  that  in  order  to  lower  the  price  of  necessa- 
ries, and  facilitate  commerce,  it  was  expedient 
to  dimini.sh  the  value  of  specie,  and  abolLsh  the 
use  of  gold.  The  louis  d’or  was  ordered  to  pass 
for  42  livres,  during  Mai*ch,  36  during  April,  and 
to  be  no  longer  money  after  the  1st  May.  The 
ecus  w'ere  to  be  proportionably  reduced,  and  were 
all  to  be  brought  into  the  Alint  by  the  end  of 
1720.  Xothing  but  paper  was  to  be  used,  and 
the  ten  livre  notes,  which  had  been  suppressed 
in  February,  \vere  continued  in  circulation. 

521.  These  decrees  created  a perfect  panic. 
Before  the  end  of  March,  44,696,190  livres  in 
silver  were  paid  into  the  bank,  and  in  a short 
time  none  but  silversmiths  and  jewellers  were 
allowed  to  keep  any  gold  or  silver.  But  they 
lu-onsed  a resistance  of  so  threatening  a natui*e, 
that  they  were  obliged  to  be  modified,  and  at  the 
end  nf  May,  louis  d’or  were  allowed  to  circulate 
at  49  livres  10  sons,  and  ecus  at  eight  livres  five 
sous.  In  June,  new  alterations  were  made,  but 
by  that  time  the  bank  note  was  so  thoroughly 
distrusted  that  people  began  to  prefer  specie, 
w'ith  all  its  inconveniences,  to  the  paper. 

522.  Some  time  before  this.  Law  had  been  I 
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made  Controlcnr-General  of  Finance.  He,  of 
course,  had  been  the  moving  power  of  the  wlmlc 
thingall  along,— and,  in  fact,  he  had  been  little 
less  than  Prime  Minister  of  France.  But  his 
religion  (such  as  it  was)  ]>revented  him  l>eing 
made  an  ostensible  minister.  To  enter  the  minis- 
try, it^  was  necessary  to  be  converted  to  the 
Catholic  faith.  A fitting  instrument  was  siKui 
found.  Tlie  Abbe  Teucin,  wlio,  even  in  that  age, 
was  notoiious  for  i>rofligacy,  was  selected  to 
have  the  h-  mor  of  the  conversion.  The  Abbe  and 
his  neoph^  te  were  shut  up  alone.  The  lucubra- 
tions of  the.se  worthies  on  the  Christian  veritie.s 
never  transpired.  But  they  were  doubtless  of 
surpa-ssing  depth,  for,  in  a very  few  sittings.  Law 
was  converted  to^  the  Catholic  faith,  and  the  re- 
sult to  the  Abbe  was  an  immense  donation  of 
shares.  One  little  speck  shortly  after  dimmed 
the  reputarion  of  the  pious  Abbe.  A few'  weeks 
after  this  great  argumentative  triumph,  he  w'as 
fully  convicted,  in  open  court,  of  the  most  wilfid 
and  flagitious  perjury.  This  little  accident  some- 
what disconcerted  his  pupil ; but  he  was  consoled 
by  the  ai>poiatment  of  Controleur-General  of 
Finance — equivalent  to  tliat  of  Prime  Minister 
of  France. 

523.  It  had  been  ordered  that  no  more  notes 
should  be  created,  but  as  every  one  might  sell 
their  shares  at  a fixed  price,  they  could  not  be 
stopped.  'I’he  re.solntions  to  forbear  new  i.ssucs 
W'ere  soon  disregarded,  and  the  following  new 
creations  took  place  ; — 

On  the  26th  March,  1720  . . . 300.000,000 

5th  Ajiril  360,000,000 

19th  April 4o8.000,000 

17th  May 362,000,000 

By  this  time  there  were  considerably  more  than 
2J  milliards  (£100,000,000)  in  circulation.  As 
soon  as  Law'  found  that  the  shares  were  falling, 
he  endeavoured  to  put  down  jobbing  in  them. 
The  offices  in  the  Kue  ()uincampoix  were  shut 
up.  But,  of  course,  private  jobbing  could  not 
be  stopped  ; new'  decrees  forbade  it  on  jjain  of  a 
fine  of  HyOOii  francs,  and  imprisounient.  He  also 
tried  to  put  down  other  investments,  or  at  least, 
to  make  them  less  profitable  than  the  dividends 
of  the  company.  By  an  edict  of  March,  the  rate 
of  interest  was  fixed  at  2J.  The  Parliament, 
which  had  been  silent  ever  since  its  humiliation 
in  August,  1718,  summoned  up  courage  to  re- 
nionstrate  with  the  Kegeut.  On  the  18th  April 
it  was  receiA  ed  at  the  Tuileries.  It  declared  that 
all  persons  who  had  the  misfortune  to  liave  their 
property  ini  ested  in  government  securities  had 
suffered  more  injury  in  six  months  of  peace,  than 
in  twentj'  years  of  war.  It  described  in  vigorous 
terms  the  misery  of  the  fundholders,  tlic  use- 
lessness of  payments  in  paper,  the  discharge  of 
debtors,  the  rise  in  the  price  of  food,  and  said 
that  the  edicts  would  ruin  all  the  magistrates  in 
France.  But  this  remonstrance  was  treated 
with  the  same  contempt  that  all  others  had  been. 

524.  On  the  16th  ^lay,  4 millions  of  life 
annuities  had  been  created,  chargeable  on  the 
Company,  in  order  to  withdraw'  4 millions  of 
bank  notes,  mid  on  the  21st  an  edict  was  issued 
which  gave  the  final  blow'  to  the  whole  system. 
The  edict  reeited  that  before  the  establishment  of 
the  bank,  the  high  price  of  silv'er  had  caused 
more  evils  to  the  kingdom,  than  all  the  extrava- 
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gance  and  the  w'ars  of  the  late  king.  That  lenders 
demanded  more  interest  in  a mouth,  than  the  law' 
allowed  in  a year.  That  many  of  the  nobility 
had  been  forced  to  sell  their  estates  at  a low- 
price,  in  order  to  maintain  themselves  in  his 
I^Iajesty’s  service.  They  liad  no  resource  but 
his  ]VIaje.‘^ty*s  favor,  and  he  was  unable  even  to 
pay  the  salaries  of  his  officers,  and  tlie  pensions  j 
aw'arded  for  good  services;  manufactures,  naviga-  | 
tion,  and  commerce  had  nearly  ceased,  the  mer- 
chant was  bankrupt,  and  the  workman  obliged 
to  leave  his  country,  and  seek  employment 
abroad.  Amid  the  uiiiversal  misery,  the  lender 
of  money  alone  enjoyed  abundance.  By  the 
establishment  of  the  bank,  and  the  Indian  com- 
pany, the  king  had  restored  order  to  public 
affairs.  By  raising  the  price  of  land,  the  nobility 
w'cre  relieved,  commerce  and  navigation  re-es- 
tablished, the  fields  cultivated,  and  the  w'orkmen 
employed.  Notwithstanding  the  benefits  of  these 
establishments,  people  w-ere  found  so  evil  disposed 
as  to  wish  to  injure  them,  w’hich  had  obliged  his 
Majesty  to  issue  the  proclamation  of  the  5th  of 
March,  to  support  the  credit  of  these  necessary 
institutions,  by  depreciating  the  coinage.  By 
this  all  securities  Avere  reduced  to  one  species, 
notes  and  shares  were  made  mutually  convertible 
at  fixed  rates.  His  Majesty  aa'us  bound  to  see 
that  the  interests  of  minors,  hospitals,  and  re- 
ligious communities  Avere  duly  protected.  These 
had  been  cared  for  by  the  edict  of  the  11th  of 
Alarch,  which  ordered  the  reduction  of  the  price 
of  paper.  But  as  this  reduction  must  ])roduce  a 
diminution  in  the  price  of  food,  fui’nitnre,  mer- 
chandise, and  land,  his  Majesty  considered  that 
the  interests  of  his  subjects  demanded  that  the 
money  ]irice  of  shares  and  Bank  notes  should  be 
diminished,  to  maintain  them  in  a just  relation 
with  specie,  and  other  commodities,  and  pre\ent 
other  inconveniences.  His  Majesty  had  the 
more  Avillingly  agi'ced  to  the  reduction,  because 
it  w'ould  be  beneficial  to  the  holders  of  shares 
and  notes  themselves,  and  they  Avould  procure 
50  per  cent,  more  specie  for  them  than  they 
could  at  present.  For  these  rea.soiis  the  Com- 
pany’s shares  Avere  to  be  gradually  reduced  from 
9,000  livres,  tlieir  ]>resent  rate,  to  5,500.  A re- 
duction of  500  livres  Avas  to  take  place  on  the 
22nd  of  May,  the  day  after  tlie  edict,  a further 
reduction  of  500  on  the  1st  of  July,  and  then  a 
reduction  of  500  livres  on  the  first  of  each  suc- 
ceeding month.  Bank  notes  Avere  to  suffer  a 
successiA'e  reduction  of  5 livres  at  the  same  times, 
until  they  Avere  reduced  to  50  livres.  But  the 
king  W'ould  recch-e  them  at  their  present  value, 
in  paj-ment  of  taxes,  and  the  pm’chase  of  life 
annuities, till  January,  1721. 

525.  This  edict  spread  the  utmost  conster- 
nation throughout  the  country.  It  is  even  uii- 
certaiu  who  its  author  Avas.  The  Council  of  the 
Regency  and  the  Parliament  AA-ere  having  their 
vacation.  Saint  Simon  and  most  of  the  other 
Members  of  the  Council  Avere  in  the  country. 
Dubois,  Argenson,  and  Luav  alone  remained  AV'ith 
the  Regent.  Saint  Simon  expressly  says,  that 
Argenson,  Avho  Avas  noAv  Luav's  enemy,  Avas  the 
author  of  it,  and  proposed  it  for  the  purpose  of 
ruining  him.  Saiut  Simon  ought  to  be  an  un- 
impeachable authority.  But  other  Avriters  say, 
that  Law  himself  was  the  author.  At  all  eA'ents, 
whoever  was  the  author,  it  was  decided  upon  by 


a A'ory  small  minority  of  the  Council.  When- 
ever the  more  influential  Members  heard  of  it, 
they  addressed  the  most  earnest  remonstrances 
to  the  Regent.  Saint  Simon  conqilained  that 
he  was  neA'er  listened  to.  The  Due  de  Bonrbun 
Avas  furious  at  the  loss  of  half  his  property,  and 
could  only  be  appeased  by  the  gift  of  4 millions. 
The  peo'ple  threatened  a revolution.  Many 
pamphlets  Avere  published  against  Law,  and  the 
Regent.  Letters  were  sent  about  Paris,  saying 
tliat  a Saint  BartholomeAv  would  be  enacted  on 
Saturday  and  Sunday,  nnles.s  things  Avere  chang- 
ed, and  advising  people  to  stay  at  home.  Crowds 
collected  in  the  neighbourhood  of  the  Bank, 
uttering  menacing  cries,  and  on  the  25th  the 
AviudoAA's  of  the  hotel  Mazarin,  where  the  Bank 
Avas,  were  broken  Avith  show-ers  of  stones.  Tlie 
Parliament  sided  with  the  people.  It  met  on 
the  27th,  and  demanded  an  audience  ; aa  IucIi  the 
Regent  did  not  dare  to  refuse,  and  Avas  obliged 
to  behave  civilly  to  them.  Luav  in  vain  tried  to 
allay  the  rising  storm,  by  publishing  a letter 
stating  the  grounds  of  the  decree,  and  shewing 
that  the  people  would  lose  nothing,  as  the  marc 
w'ould  be  reduced  to  30  livres.  No  one  Avonid 
listen  to  him.  The  Court  and  the  Parliament 
were  infuriated,  and  in  spite  of  his  protest,  the 
Due  d'Antin  persuaded  the  Kegeut  to  quash  the 
edict  of  the  21st  May. 

526.  At  11  o’clock  the  raiiiameiit  receiA-ed 
the  ansAA'er  of  their  committee  ; the  people  shout- 
ed for  joy  as  they  belicA'ed  the  Directors  of  tlic 
Bank  Avere  going' to  be  hung,  as  fraudulent  bank- 
rupts. The  Regent  had  up  to  this  time  support- 
ed Law  in  public,  in  the  most  ostentatious  man- 
ner. On  the  25th  he  had  taken  him  to  the  opera, 
but  after  the  27th,  he  Avas  obliged,  for  form’s  sake, 
to  abandon  him  for  a while,  and  take  council 
with  the  opposite  party.  Law  aaus  dismissed 
from  his  office  of  controlcur-general,  and  the  ad- 
ministration of  finance  divided  into  five  depart- 
ments. The  IMajor  of  the  SAviss  guards  Aveut 
to  take  possession  of  LaAv’s  hotel.  He  Aveiit  Avith 
the  Due  de  la  Force  to  call  upon  the  Regent,  he 
Avas  publicly  and  ostentatiously  refused  admit- 
tance at  the*  front  dour.  The  next  day  he  Avas 
smuggled  in  by  the  back>tairs. 

527.  On  the  29th  of  ^lay,  the  edict  of  the 
11th  of  March  Avas  repealed,  specie  was  rcstt»red 
to  its  old  value,  and  every  one  Avas  alloAved  to 
have  as  much  as  he  pleased.  Two  of  the  ncAV 
inteudants  of  Finance  Aveiit  to  the  Bank,  to 
examine  its  affairs.  They  found  21  millions  of 
specie,  28  millions  in  bullion,  and  240  millions 
of  bills  of  exchange,  to  support  the  credit  of  3 
milliards  of  paper. 

528.  As  souu  as  the  first  burst  of  public  fury 
was  over,  LaAv  was  restored  to  favor.  But 
instead  of  controller  of  finance,  he  Avas  made 
coiuicillor  of  state,  intendant-general  of  trade, 
and  director  of  the  Bank.  Law  thus  triumphed 
once  more  over  his  enemies.  Argenson  Avas  dis- 
missed, he  retired  to  apartments  he  kept  in  acon- 
A'ent,  and  soon  afterwards  died  of  grief.  Ft»r  throe 
years  D’Aguesseaii  had  been  pining  in  solitude 
at  his  country  house,  seeing  the  hopes  of  advanc- 
ing his  family  blighted.  Law  took  Avith  him 
Coufians,  a cousin  of  the  Chancellor's,  and  A\eiit 
to  his  house.  The  one  cajoled  him  with  promises 
of  advancement,  and  the  other  menaced  him 
A^'ith  perpetual  exile  if  he  did  not  yield.  Tliey 
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l)rovaileJ-,  and  liron^ht  liim  back  to  Pari^!.  lie 
wa^  restored  to  Ins  honours,  but  not  to  the  esteem 
of  the  people,  who  ccummI  to  resjiect  him,  wlieii 
he  came  to  ii^isociate  his  name  with  baukru[itcy 
and  ruiu. 

529.  Tlie  Company  was  ordered  to  make  up  a 
balance  sheet,  which  was  ivady  by  the  ;ird  of 
June.  It  shewed  JOO  milliims  in  casli,  lar<jrc 
commercial  atlveiitures  in  pnt^n-ess,  500  lai*;re 
vcvssels  besides  smaller  ones  and  fri;.^ates,  rich 
car^toes,  immense  improvements  made  in  the  col- 
liHition  of  taxes,  well  kept  books,  and  in  short,  a 
state  of  affairs  by  no  means  desperate.  To 
surmount  its  present  difficulties,  it  proposed  to 
reduce  its  shares,  aud  make  a call  of  3,000  livres 
on  each.  Of  its  shares  only  194,000  remained  in 
the  hands  of  the  public,  the  king  bad  100,000, 
tlie  bank  and  the  Company  itself,  330,000.  The 
Directors  re<iuested  the  king  to  abandon  his,  and 
promised  to  destroy  such  a number  of  their  own 
JUS  would  reduce  the  whole  number  to  200,000. 
They  offered  to  convert  the  25  millions,  which 
they  received  annually  from  the  state  into  annui- 
ties, and  to  sucli  of  their  shareholders  as  paid  the 
call  of  3,000  livres,  they  promised  to  give  3 per 
cent,  instead  of  2^. 

530.  The  Kegent  immediately  adopted  these 
measures,  and  the  call  was  aiitliorised  to  be  paid 
either  in  notes,  or  shares,  which  were  to  be 
received  at  6,000  livres.  The  parliament  gladly 
registered  the  edicts,  which  gave  hopes  of  the 
restoration  of  public  credit,  and  a temporary  good 
feeling  seemed  restored  between  the  court  and 
the  parliament.  But  unfortunately  it  did  not 
liist.  However  rigorous  these  measures  were, 
aud  however  effective  they  might  have  been  at 
an  earlier  period,  they  were  now  too  late  to 
restore  public  conlidence.  Few  paid  the  call  on 
their  shares,  the  greater  number  preferred  to  have 
24  per  cent,  on  their  capital,  than  to  risk  new 
capital  and  its  interest.  The  bank  notes  sank 
lower  and  lower,  aud  tlie  600  millions  which  had 
been  expected  to  be  withdrawn,  remained  in 
circulation.  Xo  one  cared  to  demand  the  stock. 
On  the  11th  of  June,  it  was  detennined  to  burn 
all  the  notes  of  1,000  up  to  10,000  livres.  as  they 
came  iu  to  the  bank.  But  none  came  in.  On 
the  26tli  the  company  was  authorised  to  create 
100  millions  of  notes,  from  100  to  10  livres,  to  be 
stamped  with  the  word  divisioih,  and  to  be  exclu- 
sively given  iu  change  for  the  birge  notes,  a good 
number  were  exchanged,  but  credit  was  not 
improved.  The  bank  oiiencd  for  payment  of  its 
notes  on  the  1st  of  June,  and  paid  these  of  100 
livres,  but  it  was  soon  obliged  to  restrict  its 
|iayiueut  to  those  of  10  livres.  An  immediate 
run  commenced  upon  it.  Dense  crowds  of  work- 
men and  small  tradesmen,  whose  sufferings  from 
the  depreciation  of  the  paper  were  dreadful, 
besieged  the  doors,  day  aud  night,  and  filled  the 
neighbouring  streets,  in  compact  masses.  Many 
"Omaiflied  fur  nights  in  the  streets,  until  they  got 
i chance  to  get  inside  the  bank.  Nearly  every 
lay  several  persons  were  crushed,  or  trampled  to 
loath  by  the  infuriated  mob. 

531.  These  scenes  continued  for  five  weeks  ; 

It  last,  on  the  6th  of  July,  the  money  was  ex- 
laustcd,  and  it  was  notified  that  the  exchange  of 
urge  notes  for  small  ones,  and  the  payment  of  the 
utter  iu  cash,  would  only  take  place  twice  a 
veck,  on  market  days,  at  the  ottiecs  of  tlic  com-  i 
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missarics  of  the  quarters,  but  this  produced  little 
relief.  Not  more  than  about  360,000  livres  couM 
be  paid  away  in  a week,  and  this  was  quite  in- 
sufficient to  'atisty  the  wants  of  tlie  peojile.  The 
disorder,  instead  of  diminishing,  increase<l.  Pay- 
ments were  obliged  to  be  resumed  at  the  bank, 
and  change  in  specie,  to  the  amount  of  10  livres’ 
was  given  to  each  one.  To  prevent  famine  and 
revolt,  400,000  livres  a week,  were  sent  to  the 
market  of  P(»issy,  50,000  to  another  of  the 
markets,  and  large  sums  in  specie  were  given  to 
the  manufacturers  to  pay  their  workmen.  IStill 
the  relief  w;is  imperceptible.  With  upwards  of 
£100,000,000  of  paper  in  circulation,  the  liquida- 
tion attempted  was  a mere  drop  in  the  ocean. 
On  the  moining  of  the  17th  July,  1720,  an 
unusual  crou'd  collected  round  the  bank.  At 
three  iu  the  morning,  there  were  already  15,(K)0 
persons  waiting  the  opening  of  the  doors.  The 
crowd  kept  continually  increasing,  and  iu  a short 
time  12  or  15  persons  were  trampled  to  death. 
The  sight  of  ihe  dead  bodies  infuriated  the  crowd. 
They  were  placed  on  litters,  and  the  mob  nislied 
with  furious  cries  to  Law's  house,  aud  attacked  it 
with  shower-  of  stones.  They  carried  one  body 
to  the  Lonvre,  where  the  king  resided,  and  three 
others  to  the  I’alais  Royal,  to  intiame  the  people 
against  the  regent.  The  regent  was  absent,  but 
the  members  of  the  council,  at  tlie  hazard  of 
their  lives,  tried  to  pacify  the  raging  populace. 
The  dead  bodies  were  ordered  to  be  taken  with 
the  utmost  respect  to  a church,  and  buried  at  the 
public  expense.  Tlie  tumult  raged  for  hours. 
The  Palais  Royal  was  filled  with  troops,  and  the 
gates  opened.  As  soon  as  the  mob  had  ru^hed 
in,  the  gates  w'cre  closed,  and  the  crowd  avus 
separated.  At  10,  Law  t(x»k  refuge  iu  tlie 
Palais,  and  did  not  venture  out  for  ten  days. 

532.  The  Regent  proposed  several  measures 
to  the  Parliament  to  withdraAv  the  paper  notes, 
which  were  now  said  to  be  reduced  to  about 
2,200  millions,  but  the  Parliament  rejected  them 
all.  The  Regent,  in  a rage,  exiled  them  to  Pon- 
toise,  on  the  J8tli  of  July,  aud  they  were  forcetl 
to  register  tin  edict  of  their  own  disgrace.  The 
people  Avere  indignant,  as  they  thought  they  had 
lost  their  only  protectors,  and  most  of  the  public 
bodies  sent  deputations  to  them.  Tlie  Regent 
tried  to  throAA  all  the  blame  on  the  Parliament, 
but  the  people  were  not  deceived.  They  became 
more  irritated  and  seditious  every  day.  The 
bank  had  tinuily  stopped  payment  on  the  17th 
July,  and  the  prices  of  everything  rose  from  tlie 
depreciation  of  the  paper.  The  people,  in  their 
misery,  threatened  assassination.  The  mother  of 
the  Regent  recei\'ed  threatening  letters,  saying, 
that  200  bottles  of  poisoned  wine  had  been  pre- 
p^ed  for  him,  aud  that  if  that  failed,  a ucav  kind 
of  tire  had  been  invented  to  burn  him  alive,  iu 
the  Palais  Royal,  and  herself  at  St.  Cloud. 

533.  In  the  beginning  of  August  little  papers 
Avere  throAvu  into  the  houses  and  carriages,  Avith 
the  Avords  “ Sauvez  le  roi,  tiiez  le  tvraii,  et  ne 
vous  enibarra>sez  pas  du  trouble.”  The  city  Avas 
CA’cryAvhere  jilacarded  wiih  a chanson^  sung  iu 
every  drinking  house : — 

“ Fraii(,*ais,  la  Itravoure  aous  manque, 

\ OU8  oles  ideius  <raveuji;lemeiit : 

I’eudre  Law  avec  k* 

Et  voii:-  emparer  de  la  l»aih|ue, 

0‘e.st  l afiaire  d*un  moment.'’ 
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A parody  of  the  la.<t  scene  of  Mithridate  AA*as 
stuck  uj)  on  tlie  very  door  of  the  Regent's  room, 
in  Avhich  he  and  Luav  Avere  represented  as  trium- 
jdiiiig  over  the  ruin  of  France.  The  Regent,  in 
a rage  at  the  atrocious  calumny,  cried  out  before 
his  friends,  that  he  Avould  give  100,000  crowns 
to  discoA'ov  the  author.  The  next  day,  there  Avas 
Avritten  on  his  door — 

Tu  jiromet#?  beaucoiip.  o Regent, 

Est  ce  eu  papier,  ou  en  argent?” 

Tlie  Regent  suspected  the  Abbe  de  VilUer  to 
be  the  Avriter  of  this  insult,  and  had  him  assassi- 
nated near  the  Port  Neuf,  on  the  28th. 

534.  One  of  the  means  proixtsed  by  Luav  for 
AvitIulraAving  the  paper  from  circulation,  was  to 
ojicn  a current  account  at  the  bunk  for  1,200 
millions  of  paper,  on  the  iwinciple  of  the  banks 
of  Ilolliind,  aud  by  purdiases  of  the  shares  of  the 
company.  In  every  toAvii  where  there  Avas  a 
mint,  tiie  merchants  Avere  ordered  to  bring  in 
their  notes  of  1,000  and  10,000  livres,  Avhich 
Avere  to  be  cancelled  before  them,  and  they  Avere 
to  receive  an  equal  credit  in  the  bank’s  books, 
to  be  drawn  upon  Avhh  checks,  Avitli  which  they 
Avere  to  pay  and  receive  all  their  debts.  All 
money  jiaid  into  their  account  aa'o-s  to  be  ex- 
empted from  depreciation  and  seizure,  on  any 
jiretext  Avhatever.  All  bills  of  exchange  of  500 
livres  and  upAvards,  and  Avholesale  transactions, 
Avere  to  be  settled  by  these  means.  All  others 
Avere  to  be  void,  aud  to  subject  both  parties  to  a 
penalty  of  500  Uatcs  to  the  bank.  Another  edict 
gave  the  company  a peiqietuity  of  its  rights  of 
trade,  on  the  condition  of  withdrawing  600  mil- 
lions of  pai>er,  at  the  rate  of  50  millions  a month. 
To  do  this,  it  had  no  means  but  creating  shares. 
'I'o  confirm  the  confidence  of  the  t>ublic,  all  its 
privileges  Avere  solemnly  confirmed  to  it  ou  the 
22iid  of  July.  Taa'o  edicts  of  the  31st  July,  and 
the  14th  of  August,  authorized  the  creation  of 
50,000  aud  20,000  shares  of  12,000  livres  eacli, 
to  be  issued  at  9,000  livres,  and  paid  iu  bank 
notes.  The  company  thus  hoped  to  withdraw 
630  millions.  But  tlie  delusion  had  passed  aAvay, 
very  fcAv  sliares  Avere  bought,  and  only  200 
millions  of  notes  Avere  brought  into  the  current 
accounts.  On  the  29th  of  July,  the  marc  of 
silver  was  raised  to  120  livres.  On  the  day  after 
that  the  bank  notes  were  at  par,  but  by  the  end 
of  August,  after  many  fiuctuatious,  they  had  fallen 
to  33  livres. 

5.35.  The  affairs  of  the  bank  Avere  utterly 
desperate,  no  financial  operation  could  save  it. 
During  July  it  alleged  that  597,756,030  livres  of 
its  notes  had  been  burnt,  but  this  Avas  said  to  be 
an  exaggeration.  The  opening  of  the  current 
accounts  aud  tlie  creation  of  stock  had  absorbed 
700  millions,  but  ou  the  most  moderate  calcula- 
tion 1,400  miliums  still  remained  iu  circulation, 
and  there  Avas  no  possible  means  of  AviihdraAving 
them.  All  the  cash  Avas  exhausted  by  the  17th 
of  July.  It  was  then  finally  resolved  to  abolish 
the  bank.  Ou  the  28th  of  August  two  edicts 
AA'ere  sent  to  the  bank,  to  create  4 millions  of  life 
annuities,  ami  8 millions  of  perpetual  annuities, 
to  be  paid  for  in  bank  notes  of  1,000  and  10,000 
livres,  Avbich  Avere  to  have  no  currency  after  the 
1st  of  October.  The  100  and  10  Uatc  notes  Avere 
to  be  received  iu  commerce  till  the  1st  of  May, 
1721.  All  payments  above  1,000  livres  might 
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be  made  in  specie,  and  notes  were  only  to  be 
received  at  their  nominal  value  in  payment  of 
taxes.  Iu  September  100  millions  of  50  and  10 
liA're  notes  were  created,  to  satisfy  the  boldcrs 
of  the  large  notes,  wlio  conqilaiued  much  of  the 
compulsory  conversion  of  their  notes  iiitn  annui- 
ties. They  were  alloAved  to  have  oue-tenth  of 
their  capital  in  money.  These  mejisurcs,  hoAv- 
ever,  divl  m»t  restore  the  credit  id  the  notes, 
Avliich  continued  rapidly  to  fall.  On  tlie  15th  of 
September  the  100,  50,  aud  10  livre  notes  were 
ordered  to  berecehetl  AvitUout  stweie  iu  payment 
of  debts  till  the  1st  of  November.  From  the 
date  of  the  edict  notes  of  1,000  and  10,000  livres, 
and  from  the  1st  of  November,  the  other  notes 
could  only  be  tendered  along  Avith  oue-half  of 
the  debt  in  specie.  One-fourth  was  to  be  struck 
off*  the  credit  of  the  current  accounts,  unless  the 
creditors  would  rcceiAe  them  iu  1,000  licTe  notes. 
Repeated  alterations  Avere  made  iu  tlie  value  of 
the  coinage. 

536.  All  these  measures  had  but  a veiy  sliglit 
effect  in  reducing  the  paper  luouey.  With  all 
the  shares,  annuities,  aud  cui*reut  accounts  which 
had  been  made  since  the  1st  of  August,  only  30 
millions  had  been  brought  iu  by  the  imblic. 
Only  100  millions  Avere  burnt  iu  August,  not  a 
single  note  in  September.  The  treasurers  of  the 
state  aud  the  company  held  only  90  millions. 
There  Avere  still  1,369,072,540  in  the  liaiids  of 
the  public,  Avhich  no  ingenuity  could  call  iu. 

537.  On  the  10th  of  October,  1720,  the  final 
doom  of  the  bank  was  pronounced.  The  decree 
ordered  that,  after  the  1st  of  November,  no  bank 

j notes  could  be  giveu  or  received  iu  payments,  ou 
I any  pretence  Avhatever.  From  the  day  of  the 
decree  all  taxes  must  be  paid  iu  specie.  The 
' king  and  the  company  also  engaged  to  pay  their 
i creditors  iu  specie.  Thus  fell  the  bank,  druAving 
with  it  all  the  miseries  incidental  to  such  a 
catastrophe,  Avhich  may  be  imagined,  but  need 
not  be  dcscrilied. 

538.  The  company  Avas  inA'olvcd  iu  the  fate 
of  tlie  bank,  although  Luav  used  all  his  endeavours 
to  separate  them.  Ou  the  29th  of  August  its 
ovgauizatioii  had  beeu  changed,  aud  LaAv  muned 
director-general.  The  Regent  became  protector 

! and  governor.  It  Avas  henceforth  to  confine  all 
its  operations  to  commerce,  aud  in  order  ti> 
increase  its  profits,  its  privileges  Averc  extended. 
It  obtained  the  only  Iaao  exceptions  to  its  mono- 
l>oIy  of  maritime  commerce — that  to  St.  Domingo 
and  Guinea — tlie  former  Avas  gi'antcd  on  the 
! lOtli  of  Augu.st,  ami  the  latter  on  the  27th,  iu 
perpetuity.  But  the  shares  did  not  rise.  In 
' August  tlie  Company  had  bought  iu  100  millions 
! of  its  OAvu  shares ; in  September  they  were  fixed 
! at  2,000  livres.  The  directors  Avere  authorized 
! to  create  50,000  iicav  ones,  iu  tenths,  of  200  livres 
! each,  to  be  issued  at  800  livres,  aud  to  be  paid  tor 
in  bank  notes.  Three-fourths  of  the  value  of  the 
shai-es  being  struck  oil’  by  an  arbitrary  edict,  no 
one  came  forAvard  to  buy  the  new  ones.  On  the 
5th  October  a decree  rendered  compulsory  the 
call  of  3,000  livres  per  share,  and  all  shares  not 
paid  upon  Avere  to  become  stock,  Avith  only  2 iier 
cent,  interest. 

539.  These  decrees  were  fruitless  to  ]»rcvent 
the  fall  in  the  value  of  tlie  shares.  It  Avould  be 
tedious  to  relate  all  the  acts  of  violence  resorted 

^ to  iu  the  desperate  endeavour  to  susiaiu  their 
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falling  credit.  They  were  then  at  2,000  livres  in 
bank  notes,  which  were  only  worth  200  livres  in 
specie.  The  panic  was  doubled  on  the  27th  of 
November,  when  it  became  known  that  the  com- 
pany had  borrowed  22^  millions  at  4 percent.,  to 
carry  on  their  trade  and  pay  a gift  of  20  millions 
they  bad  promised  to  the  king,  on  the  last  tamper- 
ing with  the  coinage.  This  gave  the  final  blow 
to  the  shares;  thc3’  were  then  sold  for  a louis 
d’or. 

540.  This  was  the  final  ruin  of  Law,  who 
was  no  longer  safe  in  France.  His  enemies 
clamored  for  his  arrest,  as  the  author  of  all  the 
miseries  of  the  people.  The  Regent  promised  it, 
and  he  was  only  saved  by  the  Due  de  Bourbon. 
At  last,  in  December,  1720,  the  order  was  ob- 
tained that  he  should  leave  the  country.  Law 
now  saw  himself  irrecoverably  lost.  But  he 
maintained  an  inflexible  demeanour  to  the  last. 
On  the  12th  of  December,  he  appeared  at  the 
opera,  and  he  affected  a complete  security  amid 
the  cries  of  the  people.  But  he  had  resigned  all 
his  oflices.  The  next  da\%  after  having  received 
the  visits  of  a gi*eat  number  of  the  nobility',  he 
retired  to  Guermande,  his  country  seat,  and 
awaited  the  decision  of  the  Regent,  taking  M'ith 
him  of  all  his  fortune,  only  5 millions  of  notes, 
and  800  louis  d’or.  In  a few  da\'S  the  Due  de 
Bourbon  wrote  that  he  was  ordered  by  the 
Regent  to  send  him  his  passports,  and  a sum  of 
momw.  Law  refused  the  money,  and  immediate- 
ly set  out  for  Belgium.  The  son  of  Argenson 
was  intendaiit  of  Flanders,  and  with  injudicious 
zeal,  arrested  him  at  Valenciennes,  notwithstand- 
ing his  passport.  The  government  at  Paris 
severely’  reprimanded  the  meddling  official,  and 


The  Gold  Coixage. 

KIO.  l.  s. 

May  7.  The  louis  d’or,  a la  croLx  de  Malte, 
culled  chevaliers,  and  coined  in  1718, 
at  the  value  of  80  livres  (25  to  the 

marc)  were  reduced  to 35  0 

July  2,  Altered  to 340 

Sept.  28.  „ 38  0 

Dec.  1.  Quinzains  stniok.  €A  to  the  marc  . . 15  0 

Dec.  3 The  louis  reduced  to  .......  32  0 


Dec.  11 


1720. 

Jan.  22.  The  louis  raised  to .33  0 

Jan.  28.  The  louis  reduced  to 34  0 

Feb.  7. 

Feb.  25.  Tlie  louis  raised  to 3G  0 

starch  5.  The  louis  raised  to 43  0 

March  11.  The  loui.s  reduced  to 42  0 

On  April  1st  to 3G  0 


To  be  withdrawn  on  the  1st  of  May 


March  10th 


BANKING  IN  FRANCE. 

; he  was  ordered  to  be  set  free.  The  public  were 
thus  apprised  of  his  departure.  For  a long  time 
it  was  believed  to  be  merely  a stratagem,  and 
that  he  had  been  secretly  brought  back,  and 
retained  about  the  Regent.  AVhen  the  people 
were  at  last  convinced  that  he  was  really  gone, 
they  as  u.^^ual,  revenged  themselves  in  an 
epigram : — 

“ Cy  ffit  cet  Ecossais  cclC'bre, 

Ce  calculateur  sans  egal, 

Qui,  par  les  regies  de  Talgcbre, 

A mis  la  France  a rhopital.” 

541.  Thus  ended  the  “System.”  In  the  be- 
ginning of  1721,  the  Company,  wdiich  according 
to  the  daring  scheme  of  its  author,  was  inteuded 
to  combine  finance,  commerce,  navigation,  and 
banking,  wjis  stripped  of  its  privileges.  They 
only  requested  to  bo  allowed  to  retain  their 
tobacco  trade.  Henceforth  they  "were  nothing 
but  an  assembly  of  private  merchants,  till  they 
once  more  had  fortune  placed  in  their  grasp,  and 
again  missed  it,  and  were  finally  dissolved. 

542.  The  variations  of  the  coinage  of  England 
I have  been  bad  enough,  but  they  are  as  nothing, 

compared  with  those  of  the  money  of  France. 
(Coinage  op  France).  Law  had  argued  w'itli 
great  force  against  the  fraud  and  inutility  of  such 
proceedings,  but  when  he  w'as  driven  by  neces- 
sity, and  the  danger  to  his  own  paper  money,  he 
broke  through  all  his  principles.  M.  Levasseur, 

I who  has  published  by  far  the  most  complete 
, account  of  Law'^s  system,  gives  in  his  Recherches 
I Historiques  mr  le  sijstime  de  Lau%  Appendix 
, II.  p.  398,  the  following  list  of  the  alterations  of 
the  coinage  ironi  the  7th  of  May,  1719,  to  the 
18th  November,  1720, 

The  Silver  Coixage. 

1.  <.  d. 


Ecus  called  Navarres,  coined  in  1718,  at  G 

liv.  (10  to  the  marc)  were  reduced  to  . 5 16  0 


Ecus 5 12  0 

On  the  1st  Jan.,  1720,  to 5 8 0 

On  the  1st  Feb.,  1720,  to 5 4 0 

Pieces  1 liv., (054  to  the  marc)  ...100 

Pieces  of  1 Ha.,  reduce<l  to 0 18  0 

On  the  1st  of  February  to 0 17  0 

Ecus  raised  tu . . . . 6 0 0 

„ reduced  to 5 13  0 

Twenty  sous  pieces  reduced  to 0 18  0 

Ecus  raised  6 0 0 

Twenty  sous  pieces  to 100 

Ecus  raised  800 

Twenty  sous  ]»ieces  to 1100 

On  the  1st  of  Ai>ril,  ecus  to  be 7 0 0 

1st  of  May 7 10  0 

1st  of  June 600 

Istof.Iuly 4 10  0 

The  20  sous  piece  to  be  worth — 

In  June  ..........150 

In  July  ..........I  26 

In  August  ,, 100 

In  September  .......  0 17  6 

In  October  . 0 15  0 

111  November (»  12  6 

In  I^eceml>er 0 10  0 

Tiers  ecus  struck  to  be  worth 3 0 0 

In  .May 2 15  0 

In  .lune  . • 9 2 10  0 

in  July  ...250 

In  August 2 0 0 

In  September 1 15  0 
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2U7 


1720. 


The  Gold  Coixage.  ( Continued.) 


May  20.  The  louis  restored  to  currency  at 
June  10,  The  louis  reduced  to  .... 

On  the  16th  July  to  .... 
June  14,  Ilie  louis  in  August  to  be  . . 

New  louis  struck  at  .... 

The  new  louis  to  be 

On  1st  September  ..... 

16th 

1st  October  ....... 

16th  October 


July  30. 


In  September  old  louis  to  l^e  , 
New  louis  of  the  same  weight  . 

Oct.  24.  I'he  old  louis  to  be 

New 

The  new  on  1st  January,  1721  . 


Nov,  18.  Tlie  new'  louis  to  be 


I 8. 


. 40  10 
. 45  0 
. 40  10 
. 36  0 
. 49  10 
. 72  0 
, 63  0 
. 54  0 
. 45  0 
. 30  0 


The  Silver  Coixage.  ( Continued.) 


1.  8.  d. 


36  0 
54  0 
4t;  16 
45  0 
30  0 


45  0 


Such  were  the  tamperings  with  the  coinage  in 
the  short  space  of  nineteen  months.  AVe  need 
only  observe  here,  that  they  were  the  habitual 
j)ractices  of  the  French  monarchs,  and  not  intro- 
duced by  Law\ 

543.  On  the  24tli  of  January,  1721,  a council 
W'as  held  to  consider  the  means  of  liquidating  the 
gigantic  debts  which  were  left  on  the  dissolution 
of  the  bank.  The  members,  as  usual,  bandied 
tlie  most  violent  reproaches  against  each  other. 
The  Regent  declared  that  Law'  had  created  1,200 
millions  of  paper  more  than  he  was  authorized 
to  do,  A decree  ordered  the  debts  to  be  verified, 
and  the  management  of  the  business  w'as  entrusted 
to  Paris-Duverney  and  his  brothers,  who  w'ere 
recalled  from  exile  on  Law’s  banishment.  It  was 
vastly  more  difficult  and  complicated  than  the 
investigation  of  the  debts  at  the  death  of  Louis 
XIV. ; and  for  several  months  800  clerks  were 
hard  at  work  on  the  Herculean  task.  At  length, 
at  the  end  of  August,  1721,  the  huge  account  was 
made  up.  The  obligations  of  all  sorts,  including 
bank  notes,  amounted  to  2,222,597,181  livres, 
besides  125,024  shares,  which,  at  the  last  re- 
duced legal  value,  were  250,048,000  livres, 
making  a total  of  2,452,645,181  livres,  in  claims, 
owned  by  511,009  proprietors,  whose  titles  were 
investigated.  These  were  the  remains  of  obliga- 
tions and  shares,  which  were  at  one  time  of  the 
nominal  value  of  twelve  milliards,  or  about 
X480, 000,000.  But,  in  fact,  not  tw'O  thirds  of 
the  creditors  brought  in  their  claims  to  be  veri- 
fied, as  they  reuicnibered  the  severities  of  the 
former  investigation. 

544.  Nor  were  they  mistaken.  No  sooner 
were  the  claims  ascertained  than  ever\'  means  of 
fraud  and  violence  w'cre  taken  to  reduce  them. 
About  35,000  were  called  ui)on  to  prove  the 
legality  of  their  titles.  The  commissioners  were 
ordered  to  call  upon  all  notaries  public  to  pro- 
duce all  the  deeds  connected  with  the  negotiations 
of  shares,  and  stock  for  the  last  two  years.  All 
persons,  who  had  had  share  transactions  within 
that  time,  w'ere  ordered  to  give  in  an  inventory 
of  all  their  proper!}^  of  all  sorts,  which  they  had 
acquired  since  the  establishment  of  the  Indian 
Comjiany.  A decree  of  the  23rd  November,  1721, 
reduced  the  125,024  shares,  which  had  been 
brought  ill,  to  50,000,  and  fixed  the  dividend  at 
100  livres.  The  claimants  wei’e  divided  into  five 
classes,  in  the  first  were  placed  those  paid  by  the 
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Tiers  ecus  In  October 

In  November  ....... 

In  December 1 

Ecus  restored  to  currency  at 

Ecus 


Ecus  to  be  ^7 

The  tiers  d’ecu ^9 

The  20  sous  piece - 9 

The  wu  on  1st  Scfitember ^9  10 

16th  SeptemV»er 

1st  October 

Kith  October 9 

The  new  tiers  d ecu * • 

The  old  ecus  ( 1 0 to  the  marc) 

The  new  ecus  to  be  on — 

1st  Deceinl>er 

1st  January,  1721 

Tlie  new  ecus  to  be 

king ; in  the  second  those  between  _ 

]>arties ; in  the  third  those  sold  for  landed  pro- 
perty' ; in  the  fourth  those  sold  for  moveable 
property,  places,  salaries,  and  gifts ; in  the  last 
those  whose  origin  was  not  declared.  The  first 
class  were  paid  in  full;  the  second  were  de- 
prived of  one-sixth  of  their  claims,  and  the  rest 
in  increasing  proportions,  till  the  filth,  who  lost 
nineteen-twentieths.  The  same  reductions  wore 
applied  to  bank  notes,  and,  to  meet  the  reduced 
claims,  the  king  applied  40  millions  of  the  re- 
venue from  the  1st  January,  1722.  The  com- 
missioners met  in  December,  and  1,500  clerks 
were  employed  under  the  famous  Bareme,  to  efieet 
the  liquidation.  Numbers  of  the  clerks  were 
prize  fighters  in  disguise,  to  quell  any  tumult. 
The  company  had  already  iiublidy  destroyed 
about  50,000  shares,  and,  in  the  beginning  of 
November,  the  remainder,  estimated  at  404  mil- 
lions, were  burnt,  as  well  as  2,845,000  bank 
notes.  By  the  end  of  June,  1722,  the  conversions 
were  effected,  and  the  obligations,  by  the  violent 
and  fraudulent  means  detailed,  were  reduced  to 
1,700,793,294  livres. 

545.  These  measures  only  struck  the  then 
holders  of  obligations.  It  was  determined  to 
strike  at  those  who  had  made  immense  fortunes 
b>'  speculation,  and  had  retired  in  time,  'ihey 
were  called  Missisnippiens^  and  their  luxury'  and 
insolence,  amid  the  general  miseiy  and  ruin,  had 
excited  the  greatest  indignation.  Many  were 
called  upon  to  disgorge  20  or  30  millions,  a bank 
clerk  50  millions,  and  Vincent  le  Blanc  80 
millions,  and  then  an  extraordinmy  tax  of 
187,893,661  livres  was  laid  upon  them.  One 
fortunate  speeulatress  alone  w'us  compelled  to  pay 
8 millions.  On  the  17th  October,  1722,  the  final 
scene  of  this  extraordinary  drama  w;is  enacted. 
An  immense  iron  cage,  ten  paces  long  and  eight 
broad,  was  constructed  in  the  court  ot  the  bank. 
Everj'thing  connected  w ith  the  final  liquidation, 
notarial  acts,  contracts,  registers,  ^c.,  w ere  piled 
in  it,  and,  in  the  jireseiice  of  the  public,  the  torch 
w as  applied,  and  all  records  ot  this  stupendous 
catastrophe  vanished  in  the  blaze. 

546.  The  company  survived.  Its  shares  were 
reduced  to  56,000.  The  king  owed  it  an  income 
of  3 millions,  on  account  of  the  100  millions  it 
had  withdrawn  iu  1717.  To  secure  these,  the 
tobacco  nwuopoly  was  restored  to  it,  valued  at 
2,500,000  livres,  and  the  revenues  of  Louisiana, 


I 


208  RANKING  IN  FRANCE. 

v;ilno<l  at  500,000.  Kach  of  those  was  in  reality 
■worth  (louhle  what  they  wore  ostinuited.  It  ro- 
piinoil  the  oonnnorce  of  tla*  East,  and  an  Indian 
Council  ^\a3  erected  to  control  it.  Kach  sliare, 
besides  the  i>i*otits  of  trade,  was  guaranteed  a 
<lividend  of  100  livres  in  172'2,  and  150  Hvres 
afterwards.  The  monopoly  of  the  sale  of  cotfee 
M as  conferred  ui>on  it  in  Au^znst,  and  in  Fehruaiy, 
1724,  the  exclusive  rijrht  to  set  up  lotteries.  It 
only  remained  to  li^|uidate  1,512,«90,348  of  bank 
notes.  To  do  this,  life  annuities  at  4 per  cent., 
and  i>eqtetnal  annuities  at  2^  per  cent,  were 
created;  31  millions  of  perpetual,  and  16  mil- 
lions of  life  annuities  were  formed  on  those  terms. 

547.  M.  Leva'^smir,  ( Rechervhes  Hist,  svr  h 
StjHtemv  de  Lmt\  p.  308-9),  pves  the  following  as 
the  variations  in  the  value  of  the  bank  notes  and 
shares.  On  the  17th  July,  1720,  at  the  closing 
of  the  bank,  the  10  livre  notes  only  passed  for  40 
sons.  In  A]trll,  1721,  the  100  livre  note  ]»a.ssed 
for  6 livres  10  sous.  The  1,000  livre  notes  were 
onlv  worth  55  livres.  After  the  visa,  tliev  lost 
about  80  ]»er  cent,  even  of  that  value.  In  Feb- 
ruary, 1721,  the  100  livre  notes  passed  for  4 
livres  of  silver;  in  April,  for  6 livres  10  sous;  in 
^lay,  for  8.  In  March,  1722,  those  not  viseed 
for  5 livres,  and  those  viseed  for  7 livres;  on  the 
2Sth,  they  rose  to  14  livres;  on  the  17th  April, 
to  19  livres  ; on  the  18th  they  Mere  at  16  livres  ; 
on  the  21st  at  24  livres  10  sous ; and  on  the  22nd 
at  23  livres  10  sous.  The  shares  after  the  visa 
varied  from  1,000  to  900,  850, 800,  and  730  Hvres ; 
in  September,  1721,  they  sold  for  500  livres.  In 
1722,  speculation  began  to  revive  in  them,  and 
the  price  rose  to  1,500  Hvres.  In  August,  1723, 
the  Due  d'Orleans  M*as  declared  ])erj)etiial  direc- 
tor of  the  company,  but  he  died  on  the  2nd  of 
Deceml)er,  and  the  sluires  immediately  fell  to 
900  livres. 

548.  On  the  loth  of  February,  1724,  the  Due 
do  Bourbon,  mJio  succeeded  Orleans  as  prime 
minister,  and  M’ho  had  made  enormous  sums  by 
the  company,  conferred  on  it  the  right  to  establish 
lotteries.  The  shares  again  rose  to  3,000  livres. 
In  1725,  it  recovered  the  inon(ti>oly  of  the  Imliaii 
trade,  the  African,  and  tiiat  of  Louisiana,  and  tlie 
sole  right  of  selling  slaves,  t<jbacco,  and  coffee  in 
all  colonies  established,  or  to  be  established.  It 
Mas  enabled  to  start  afresh.  All  its  jirevious 
debts  M'ere  cancelled.  It  had  throMii  aMay  a 
chance  in  Louisiana,  which  iniglit  have  raised  it 
to  the  highest  poM'er  and  Mealth.  Once  more  a 
future  of  surpassing  brilliancy  M-as  opent.-d  to  it. 
Under  the  name  of  the  French  East  India  Com- 
jtany,  it  founded  Pondichen'y,  Chandernagore,  and 
other  settlements.  The  abilities  and  ambition  of 
its  servants,  Labourdonnais,  Lally  Tolendal, 
ami  Dupleix,  first  founded  a gi’eat  Kuroitean 
pOM  er  in  the  east,  and  if  it  had  not  been  fur  the 
genius  of  CTtve,  France,  and  not  England,  might 
have  been  at  this  moment  the  mistress  of  India. 
But  it  M as  not  so  to  be.  Every  one  kiioM  s the 
SCO nel  of  the  contest  in  the  ]>lains  of  Hiudostan. 
T!ie  Comj»any  overM'helmed  Mith  defeat,  debts, 
and  luis'iiianagemeiit,  Mas  finally  dissolved  in 
1769. 

549.  Such  is  a plain  historical  narrative  of  the 
p’eatest  financial  cata>trophe  the  Morld  had  then 
.Seen.  AVc  have  in  this  place  advisedly  abstained 
from  giving  any  acctuiiit  of  Lau’s  theory  of 
money,  upon  M'hich  it  M'as  founded.  That  is 
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■ fully  done  in  its  proper  place,  (Lam),  and  M*e 
imrposely  keep  the  narrative  of  the  facts  sepa- 
rated from  an  examination  of  the  theory.  At 
the  present  day,  it  is  usual  to  class  the  Alissis- 
sippi  sclieme  along  M'ifh  the  South  Sea  bubble, 
as  tlie  type  of  everything  that  is  fraudulent,  and 
LaM*  himself  is  often  thought  to  be  uotliiug  but  a 
juggler,  an  imposter,  ami  a charlatan.  But  thi.s 
is  a very  hasty  .and  erroneous  judgment  indeed. 
Even  men  m-Iio  M'ere  opposed  to  his  system,  like 
! St.  Simon,  i)ear  M itness  to  his  integrity,  and  tlie 
sincerity  of  his  belief  in  his  omu  theory.  No 
single  man  probably  every  raised  a country  in  so 
shvn*t  a tinn  from  the  depth  of  misery  to  pros- 
perity, as  L.nv  did  France,  from  1716  to  1718,  by 
the  institution  of  his  bank.  It  Mas  like  the 
stroke  of  an  enchanter’s  M aud,  and  contemjtorary 
MTiters  testify  that  the  marvellous  change  mus 
regarded  M ith  Monder  and  admiration  through- 
out Europe.  The  foundatum  of  the  Mississippi 
company  Ma.s  no  swindle,  but  an  exceedingly 
M'ell  devise<t  ejiterprise,  M'hich,  if  it  had  been  pro- 
perly managed,  might  have  been  as  successful  as 
any  ill  the  M'orld.  Lum’s  own  Mritiiigs  prove 
that  he  had  as  sound  kiioM'ledge  of  banking  as 
any  man  of  his  day,  Avhich  is  also  i>roved  by  his 
administration  of  his  owu  banking  company, 
before  it  M as  converted  into  the  Royal  Bank,  and 
mixed  up  M'lth  ail  erroneous  theory.  IJis  great 
eiTor  lay  iu  his  conception  of  the  nature  of  umiiey 
and  credit.  In  his  general  proposition  that 
credit  might  be  advantageously  used  to  increase 
liroduction,  he  Mas  undoubtedly  right.  But  his 
erroneous  notions  of  the  nature  of  credit  M'ere 
founded  on  an  erroneous  notion  of  the  nature  of 
money.  But  his  notions  of  the  nature  of  money 
Mere  not  pe<’uliar  to  him,  they  Mere  the  current 
notions  of  the  age,  and  they  M'ere  held  by  many 
eminent  Miiters  long  aftei'Mards.  For  it  mus 
usually  com  cived  that  money  is  the  or  rc- 

prfsentatire  of  wealth,  and  this  notion  is  fully 
adopted  in  tlic  Esprit  des  Lois  (AIontksui  itu). 
Nom^  it  is  the  invaluable  service  that  Turgot  did 
to  the  science  of  Political  Economy,  to  shcM'  that 
this  conception  of  the  nature  of  money  is  erro- 
neous, that  money  is  not  the  representaiice  of 
value,  but  aii  independent  article  of  value  itself. 
It  is  the  very  first  lesson  in  Political  ICconomy  to 
understand  clearly  the  doctrine  established  by 
Turgot  of  the  nature  of  money,  and  M heroin  it 
differs  from  the  cmreiit  doctrine  of  the  age. 
(CuRKENCY  : Money  : Ti  rgot.)  But  successful 
as  Turgot  Mas  ill  explaining  the  true  nature  of 
money,  he  wholly  failed  in  understanding  the 
nature  of  credit.  For  ho,  and  a host  of  writers 
after  him,  considered  instruments  of  credit  as 
representative  values,  as  being  the  signs  or  rep7'c^ 
of  goods,  or  money.  Now  this  is  the 
identical  fallacy  M hich  he  so  successfully  com- 
batted M'ith  respect  to  money.  Law  instinctively 
felt  that  money  and  credit  are  homogeneous,  and 
his  idea  of  credit  M as  the  necessary  aud  logical 
conseiiuence  of  his  idea  of  money.  Turgot 
M'holly  fiiih'd  to  see  that  his  doctrine  of  the 
nature  of  money  M as  equally  applicable  to  that 
of  credit.  Instruments  of  credit  are  not  the.sa^'w.9 
or  representatives  of  value,  but  are  iudepcudeiit 
articles  of  value  themselves.  Credit  is  property, 
aud  NOT  the  repi'esentuiive  of  property,  as  every 
man  Mho  is  aciiuainted  with  the  laiv  of  instru- 
ments of  credit  kuows.  (Byles,  Ji  stick).  There 
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is  no  mnn  Mho  isa(  all  i oiivorsant  M itli  the  laM’ 
of  iustnnnenfs  of cn  iiil,  m ho  can  fail  to  m‘C  that 
Adam  Smith,  Ricardo,  and  other  English  Econo- 
mists have  M holly  misumlerslood  the  nature  of 
credit.  The  cliance.s  are  infinite  against  any  one 
M ho  doe.s  not  understand  the  hnv  of  the  subject, 
forming  a true  conception  of  tlie  matter.  Under 
the  article  Credit,  m'c  have  sIicmti  the  extraor- 
dinary self  contradictions  and  incongi'uitie.s,  into 
Mhich  the  most  emiiiciit  M'riters  are  h*d  from 
erroneous  conceptions  of  its  nature.  AVe  must 
content  our.selves  here  Mith  referring  to  the 

various  articles  in  tliis  Dictioiiarv  in  M'hich  the 

% 

subject  is  discussed.  (Bank  Note:  Bill  or 
Exchange:  Byles  : Credit:  Pko.missory 

Note.) 

550.  Now  LaM-’s  scheme  Mas  undoubtedly  a 
hona  fide.  attempt  to  carry  out,  not  only  his  om  n 
theory  of  money,  but  tliat  Mhich  Mas  generally 
jirevalent  in  his  OM'ii  age.  'Ehe  histiiry  and 
result  of  the  experiment  is  peculiarly  M4»rthy  of 
study,  because  the  very  same  ideas  are  now  very 
extensively  prevalent,  and  are  maintained  by 
numerous  M'riters.  IIom*  manv  ingenious  M'orks 
are  published  nt*M',  in  M'hich  credit  is  described 
as  the  midnlisatiou  of  property,  or  some  such  term 
as  that,  or  are  founded  on  the  notion  that  instru- 
ments of  credit  n7>/’w//^proi>crty  (Cieszkowski  ; 
JIiLL,  Edmin.)  and  thi.s  false  and  fatal  doctrine 
has  led  astray  even  able  Economists,  (Bavdkil- 
lakt;  Garmer,  Joseph.)  Now  this  is  the 
vi*ry  doctrine  M'liich  M e call  Lam  ism,  it  is  exactly 
the  very  essence  of  Law’s  theory,  tlie  wry  cou- 
ceprioii  M'hich  is  the  basis  of  his  “ Systeme,” 
M'hose  history 've  have  Just  narrated. 

551.  Nor  is  it  just  to  attribute  the  awful  result 
M holly  to  Law.  Saint  Simon  expressly  tells  us 
that  it  M'as  givatly  due  to  the  boundless  extra- 
vagance of  tlic  Regent  and  the  Court.  Law  was 
surrounded  Mith  a crew  of  rajiacious  aud  needy 
courtiers,  and  nobility,  m1u>  believed  that  he  had 
in  his  liaiids  the  jiowcr  of  creating  boundless 
M'ealth.  These  persons  Avere  of  such  poAver  that 
no  man  in  his  posithm  could  resist  them.  Thus, 
shares  ainl  nedes  AA'ere  inultiplieil,  and  the  future 
had  to  be  di'UAA'n  uiion  to  support  the  crtnlit  of 
the  present.  Immense  obligations  Avore  created 
Avliich  nothing  but  enormous  profits  couhl  meet. 
And  these  profits  had  to  be  forced.  Thence  all 
the  violent  means  used  to  force  on  the  colony, 
and  the  jugglery  to  raise  the  value  of  the  shares. 
Then,  Avlien  the  inevitable  laws  of  nature,  Avhich 
hud  been  so  fearfully  misunderstood,  operated, 
the  violent  tamperings  Avith  the  coinage;  to 
Avhich  there  lunl  been  no  stronger  opponent  than 
Law  himself.  But  from  these  extravagant  issues 
of  paper,  Luav  found  himself  iu  a fatal  vortex, 
from  AA'liich  no  escajie  Avas  possible,  and  thus 
enterprises,  Avhich  iu  themselves  Avere  sagacious 
and  beiieficout,  Avere  brought  to  ruin,  by  a false 
theory  destroying  and  overM'helming  Mdiat  Avas 
miquestionably  sound.  The  real  error  of  Law 
was  not  in  mistaking  the  effects  of  credit,  but  in 
iiiistakiiig  its  nature  aud  its  limits. 

552.  Nor  can  avc  agree  M'ith  AL  l.*ovasscur,  avIio 
says  that  Luav  erroneously  thought  that  the  stock, 
^:c.,  he  createdM'as  real  Avealth,  Avhereas  it  A\'as  only 
unaginary  and  Jictitious  riches.  The  stock  of  a suc- 
cessfuleuterpnse  is  undoubtedly  part  of  the  Avcalth 
ol  Hie  country.  Does  any  man  doubt  that  the  stock 
ot  the  Bank  of  England,  or  of  the  Loudon  and 
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AVestmiiister  Bank,  or  of  any  other  f»f  tln‘  great 
bank>,  or  Ea-'t  India  Slitck,  is  independent  [no- 
pertv,  and  part  of  the  Mealth  of  the  country? 
Ami  Avhy  imt  Mississippi  stock,  if  it  had  been  a 
. successful  enterpri.se  ? Even  if  the  .‘^nperstriic- 
lure  Ava-s  too  great,  and  ruined  the  Avhole,  Avould 
not  a moderate  amount,  justified  by  the  reality, 
liave  been  an  addition  to  the  Avealth  (»f  the  cmiu- 
try  ? If  an  architect  builds  a toAver  too  high 
for  its  base,  and  the  Avhole  comes  tiimliluig  doM  n 
and  is  destroyed,  that  does  not  jiroA'c  that  a ]»ro- 
perly  constructed  toAver,  and  i»ue  suitable  to  its 
liasis,  AVoiild  be  nothing.  Ami  this  M'as  LaAv's 
error,  and  the  error  of  his  theory,  it  wholly  failed 
to  show  Avhat  Avero  the  true  limits  to  which  the 
operation  might  be  carried.  And  this  neglect 
ruined  the  Avholc,  aud  de.stri*yed  institutions 
Avhich  might  ha\'e  been  of  incalculable  benefit 
to  the  coiinlry. 

553.  The  unfortunate  result  of  the  fir.st  ex- 
l><*rimeiit  of  a bank  in  France  sickened  the  people 
of  paper  currency  for  many  years,  and  no  attempt 
was  made  to  found  another  bank  till  1776.  On 
the  24tli  of  ^larch  of  that  year,  the  king,  on  the 
report  of  Turgot,  issued  a decree  in  favour  of 
Jean  Baptiste  (iabriel  Bernard,  to  form  a bank, 
Avhicli  Avas  called  the  Caisse  <r Escornpte.  Its 

capital  Avas  to  consist  of  15,000,000  livres,  of 
Avhicli  fiA'e  millions  Avere  to  lie  kept  by  the  com- 
pany, and  ten  millions  deposited  in  the  Royal 
Treasury,  as  a loan,  for  Avhieh  they  Avere  to  i*e- 
ceive  receipts  for  13  millions,  payable  in  thirteen 
years,  in  half-yearly  i>aymenis.  The  bank  com- 
menced business  on  the  1st  of  June,  1776,  ami 
they  Avere  alloAved  to  issue  bank  notes,  payable 
to  bearer  on  demand,  at  discrethm.  By  a liecree 
of  the  22nd  September,  1776,  tlie  constitution  of 
the  company  M'as  modified.  No  loan  Avas  to  be 
made  to  the  king,  the  .sum  already  advanced  Avas 
repaid,  and  the  caiiital  Avas  reduced  to  twelve 
millions,  Avhich  the  comimny  might  trade  Avilh. 
By  another  decree  of  the  7th  of  March,  1779,  the 
shares  M'ere  fixed  at  4,ixK),  and  the  funds  of  the 
conqian}'  Avere  only  to  be  employed  iu  discount- 
ing bills  of  exchange,  aud  other  negotiable  iiistni- 
ments,  at  a fixed  evh^mce.  Interest  Avas  to  be 
four  per  cent,  iu  time  of  peace,  ami  4jr  in  Mar. 
In  1783,  there  Avas  a general  monetary  crisis  in 
Europe,  a gi’eat  export  of  specie  took  jdace,  the 
exchanges  Avere  greatly  against  the  country, 
Avhicli,  of  course,  the  bank  M as  unable  to  coun- 
teract, as  it  Could  not  raise  its  discount  above 
four  per  cent.  A very  scA'ere  pressure  on  tho 
bank  began,  andou  the  2Gth  September  its  specie 
AA'us  reduced  to  138,000  livres.  On  the  next  day 
a Royal  decree  appeared,  authorizing  tlie  bank 
to  .suspend  t»aymenls  in  cash  until  the  January 
folloMiiig.  It.s  notes  Avere  declared  to  be  legal 
tender,  and  all  actions  against  it  for  payment  of 
them  .stopped.  Another  decree  of  tlie  30th  for- 
bade the  export  of  specie.  On  the  23rd  Novem- 
ber a decree  made  tho  acceinaacc  of  the  notes  iu 
l»ayment  voluntary.  At  tho  same  time  the  capital 
Avas  increased  to  15  millions,  by  the  creation  «»f 
1,000  noM'  shares,  and  the  directi.»rs  Avere  ordered 
by  tho  pro])rietors  ahvays  to  maintain  a reserve 
ill  specie  of  from  one-third  to  one-fourth  of  tlio 
notes  ill  circulation,  ami  not  to  diseonnt  anything 
but  negotiable  obligatlms,  not  exceeding  ninetv 
days,  those  Avhose  ocheauce  did  not  exceed  thirty 
days  at  four  per  cent.,  aud  those  of  longer  date 

N 


210  BANKING  IN  FBANCE, 

at  44.  Oil  tlie  lOtli  December  another  decree 
ortkTCit  the  re.suini>tu>n  of  ca^h  payments  imme- 
diately, and  restrained  the  notes  which  the  bank 
might  issue  to  ten  millions. 

554.  On  the  UJth  August,  1788,  the  govern- 
ment were  obliged  to  adopt  a partial  snspeusiun  ot 
payments,  and  an  edict  declared  that  all  future 
luiyrnents  should  be  made  partly  in  exchc- 
(jut-T  bills,  or  hiUets  da  trL'tor  rnyal^  with  five 
l»er  cent,  interest,  and  partly  in  ca*-rh.  On  the 
I Mil  an  edict  was  issued,  permitting  the  Caissc 
dV'seoinpte  to  suspend  payments.  Tliey,  ho\v- 
ev«T,  of  their  own  accord  continued  to  cash  their 
small  notes,  and  a large  amount  of  cash  was  paid 
away,  so  that  a second  edict  in  December, 
direeteil  them  to  sto]»  all  payments  in  cash. 
Neckrr,  being  at  his  wits’  end  to  raise  money, 
apitlied  to  them  for  a loan  of  15  millions  on  the 
Security  of  cxchetpier  bills,  to  be  redeemed  in 
twelve'  months.  Although  this  w^as  contrary  to 
The  ex]iress  orders  of  the  shareholders,  in  1783, 
they  cifin]dicd  with  it,  as  well  as  several  other 
requisitions  he  made.  In  January,  1789,  the 
directors  h iit  Xecker  'Ziy  millions  from  tlieir  ow'n 
funds,  and,  on  the  1st  of  Ai.ril,  they  made  him  a 
furtlier  advance  of  notes  to  ilie  amount  ot  10  mil- 
lions. In  September,  1789,  they  made  another 
of  12  millions,  also  in  notes.  Of  course  these 
continual  issues  of  inconvertible  pai>er  produced 
their  usual  ctfect.  They  fell  to  a discount  of  5 
per  cent.,  and  drew  specie  out  of  circulation.  In 
September,  1789,  Mirabeau  severely  attacked  tlie 
conduct  of  the  Fiiunice  Minister,  and  of  the  Caisse 
d’E.-compte,  in  the  Xational  Asstmibly,  and  pro- 
posed that  it  .diould  be  compeUed  to  resume 
payment,  lie  severely  stigmatised  the  siispen- 
sit.m  as  a breach  of  public  faith,  and  as  illegal. 
But  he  did  not  succeed  in  his  motion.  On  the 
tith  of  November,  ho  again  bronglit  the  subject 
bid'oro  the  Assembly.  lie  said  ( ^fonitenr  Uni- 
rc/vv'^/.  T'ie/.  //•,  140.  ludit.  1857^  that 

specie  had  entirely  tlisappearcd  from  circulation, 
ami  that  it  had  been  exitorted  in  immense  quan- 
tities, and  that  all  commercial  tran>aetions  were 
disorganized.  Tliat  the  exchanges  had  turned 
hravilv  against  France,  ami  that  it  was  very  pro- 
tllable'  to  export  specie,  that  bills  of  exchange 
in  I’aris  had  taileu  into  utter  discredit,  ami  could 
not  be  negchiatedou  any  foreign  exchange.  That 
this  disorganizalii'u  was  entirely  dm- to  ihe  edicts 
which  lunl  antiiorized  the  Caisse  d'Escompte  to 
suspend  payments,  and,  at  the  same  time,  left  it 
witli  an  uuconfroUed  jtower  of  i?suo.  The  C'aisse 
was  daily  augmenting  the  amount  of  paper  money 
ill  the  most  alarming  way.  Tliat  it  was  running 
the  very  career  that  Law’s  Bank  did.  The  notes 
were  daily  increasing,  and  daily  falling  in  credit. 
On  the  frontiers  95  livres  in  sjieeie  were  eiiual  to 
100  in  paper,  which  naturally  drew  away  specie 
fnmi  the  capital.  The  merchants  of  the  great 
commercial  cities  were  in  the  utmost  distress. 
At  Marseilles  there  were  scarcely  ten  houses 
w hiclt  were  not  in  the  utmost  straits.  Matters 
at  Bordeaux  were  no  better.  At  Nantes,  the 
merchants  had  been  obliged  to  organize  a system 
of  ]irivale  credit  among  themselves.  Havre, 
Amiens,  and  Lyons,  were  etpially  distressed; 
thev  liml  not  the  means  to  pay  for  gi'ain,  which 
had  been  bondit  by  a patriotic  canupany.  It 
was  computed  that  200  millions  in  specie  had 
disappeared  from  cireulition.  lie  ended  by  pio- 
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posing  that  the  Assembly  shonld  devise  a scheme 
for  a National  Bank,  to  manage  the  tinanccs,  the 
public  deVu,  and  restore  public  credit. 

555.  Oa  the  14th  November,  Necker  said 
that  im  immediate  loan  of  170  millions  was 
necessary  for  the  State.  He  proposed  that  the 
Caisse  siioiiM  be  erected  into  a National  Bank, 
witli  exclusive  privileges  for  10,  20,  or  30  years, 
with  a Directorate  partly  elected  by  the  Share- 
holders and  partly  by  the  State.  That  it  should 
create  240  millions  of  notes  to  be  lent  to  the 
State,  ami  to  bo  redeemable  in  1791,  and  40 
millions  for  the  purpose  of  discounting  commercial 
bills.  This  plan,  however,  was  warmly  opposed 
by  Alirabeau  and  others,  and  rejected.  It 
a]ij>earcd  that  it  had  at  that  time  adymneed  85 
millions  to  Government,  and  besides,  had  upwards 
of  1 14  millions  of  notes  in  circulation.  So  much 
for  the  resolution  of  the  Shareholders  which  had 
ordered  its  issues  to  be  coulined  to  10  millions! 

556.  d his  course  once  begun  could  not  be 
stopped.  On  the  1st  January,  1790,  its  advances 
to  government  had  increased  to  160  millions, 
and  wore  to  ,be  still  further  increased  to  240 
millions  by  the  1st  of  July,  at  which  date, 
however,  the  government  had  undertaken  to 
liipiidate  its  entire  debt.  In  February,  its  ad- 
vances to  jjrivate  parlies  had  increased  to  144 
millions.  The  notes  were  falling  daily  to  a 
heavier  discount,  when  it  became  necessary  to 
adopt  another  plan,  and  the  Assignats  were 
devised,  and  it  is  remarkalde  that  Mirabeau,  who 
was  such  a strong  opponent  of  the  suspension  by 
the  Cai.ssi , and  of  its  inconvertible  notes,  was  one 
of  tlie  principal  supporters  of  the  Assignats.  As 
these  could  not  be  preparedas  soon  as  wasexpected, 
the  notes  of  the  Caisse  were  ordered  to  be  received 
instead  of  them,  and  to  be  converted  into  them 
when  they  were  ready.  On  the  29th  of  May, 
tlie  notes  had  fallen  to  a discount  of  10  per  cent. 
On  tlie  Dt  July,  the  King  published  a proclama- 
tion, calling  upon  all  persons  to  exchange  their 
notes  for  Assignats,  ami  finally  releasing  the 
Caisse  from  any  future  redemption  of  its  notes 
in  specie. 

557.  The  Caisse  was  thus  manifestly  struck 
with  a fatal  blow,  but  it  continued  to  carry  011 
its  operations  some  time  longer.  But  the  exis- 
tence of  such  an  anomalous  institution,  issuing 
inconvertible  jiaper  at  will,  could  not  manifestly 
long  sub  ist,  and,  on  the  25th  August,  1792,  a 
jiroposal  was  brought  forward  in  the  Legislative 
Assembly  to  suppress  it.  The  Caisse  ottered  to 
redeem  900  millions  of  assignats  in  specie,  pro- 
bably with  a view  of  staving  olf  its  own  sup- 
pression, and  the  assembly  accepted  this  act  of 
patriotism.  AVithin  a month  the  assembly  itself 
came  to  an  end.  The  National  Convention 
wluch  followed  took  no  heed  of  its  services,  and 
on  the  24th  of  xVngust,  1793,  a decree  was  passed, 
abolishing  the  caisse  d’escompte,  all  life  assurance 
conipaui^‘3,  and,  in  fact,  all  joint-stock  companies 
whatevei-,  M hose  capital  was  formed  of  transfer- 
able shai  os,  and  prohibiting  all  such  companies 
for  the  fiitui’e,  without  the  special  authority  of 
the  legi.dature.  Commissioners  M’crc  appointed 
to  seal  up  all  its  repositories,  and  its  notes  >vcre 
all  ordered  to  be  converted  into  assignats. 

558.  In  1796,  the  Avhole  system  of  Assignats 
was  destroyed;  and  a metallic  currency  im- 
mediately re-appeared.  The  aiisse  (Tescompte 
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had  ]M'rishe-l.  Imt  the  necessity  of  a public  ; 
bank  Avas  hdt  so  strongly,  that  the  bankers  \ 
of  l*aris  soon  organized  one,  Avhich  avus  called 
tlie  drs  Cot/tptes  Courants.  At  the  time 

this  bank  was  founded,  the  rate  of  intere.st  was 
three  ]ier  cent,  [ler  month.  Jt  issued  notes  pay- 
able to  bearer  on  demand,  and  the  rate  of  interest 
Ava-s  soon  n*duced  to  six  per  cent.  In  1798,  a 
second  bank,  called  the  CV//.v.sv?  rP escotupfe  de 
Cn/Hffierct',  Avas  formed,  and  also  issued  notes. 
In  the  beginning  of  that  year  one  of  its  officials 
robbed  tlie  CWme  de.’t  Cottipies  Coumfifs  of 
2,.''itK),000  francs.  T’he  directors,  in  alarm,  gave 
notice  of  a suspension  of  ]>ayments,  but  some  of 
the  more  strong-headed  shareludders,  and  some 
of  the  directors,  shoAved  that  it  Avas  still  solvent, 
and  that  thaStdidardej  or  joint  and  several  liability 
of  its  shareholders  secured  the  juiblic  from  any 
loss.  TIic  bank  opened  its  doors  next  dav,  and 
the  declaration  of  liability  of  its  shareholders  re- 
assured the  imblic,  and  its  notes  sutlored  no  1 
ileiireciation,  imd  in  a year  it  had  regained  more  j 
tlian  a quarter  of  the  loss.  In  the  folloAA'ing  year, 
one  of  the  directors  of  the  Caisse  tPesroaipte  de 
Commerce  robbed  it  of  100,000  francs,  but  it  had 
abundant  means  to  co\-er  the  loss.  The  Bank  of 
h ranee  assisted  it,  and  it  suffered  no  dimimitiou 
of  public  confidence.  One  or  two  other  banks 
were  also  formed,  Avhich  issued  notes,— and  this, 
too,  in  a period  of  gi*eat  ]mblic  nnsettieinent. 

559.  After  the  CA^ents  of  the  18tli  Brumaire, 
the  first  Consul  determined  to  form  a State  Bank. 

A considerable  amount  of  rivalry  had  existed 
among  the  different  companies,  Avho  tried  to 
injure  each  other.  Napoleon  determined  to  sup- 
press this,  and  only  to  alloAV  a single  bank.  This 
was  created  by  a decree  of  the  18th  of  Jauimrv, 
IsOO,  and  it  began  operations  on  the  20lii  of 
1 February.  Its  formation  Avas  very  slow;  there 
were  30,000  .shares  of  1,000  francs  each,  author- 
ized Jo  be  created,  but  during  the  lirst  year  only 
G‘^J7  were  taken.  All  public  monies  Avere  paid 
into  it.  The  other  companies  only  discounted 
bills  at  an  eclieance  of  forty-live  days  ; the  Bank 
of  France  extended  it  to  sixty  days.  In  tlie  first 
year,  it  discounted  to  the  extent  of  89  millions, 
and  in  tlie  next  one  to  182  iniilions.  In  1803, 
the  intoiition  of  Napoleon  to  suppress  all  other 
hanks  Avas  carried  out.  On  the  14th  April,  a mono- 
poly of  issuing  notes  was  conferred  on  the  Bank 
ot  France,  all  other  associations  Avere  forbidden 
to  issue  new  ones,  and  obliged  to  withdraw  those 
that  Avere  out.  No  bank  might  bo  formed  in  the 
departments  Avithont  leave  of  the  goveniinent 
The  bank’s  privilege  was  given  for  15  years,  its 
capital  was  raised  to  45  millions,  and  its  dividend 
limited  to  six  per  cent.  All  jirofils  above  that 
were  ordered  to  be  in\'ested  in  government  secu- 
rities, as  a reserve  fund.  It  gave  five  jier  cent. 

mi  deposits  till  1804,  and  four  per  cent,  after 
that. 

560.  The  bank  had  been  instituted  to  facili- 
tate the  operations  of  government.  One  of  these 
consisted  in  issuing  its  notes  against  public  secu- 
nties.  The  receivers  of  the  taxes  Avere  in  the 
habit  of  giving  theii*  promissory  notes,  in  antici- 
pation of  the  revenue.  It  was  the  custom  of  the 
bank  to  discount  these  at  six  ]ier  cent.,  Avheu 
private  parties  Avould  only  do  it  at  ten  or  twcK’e 
per  cent.  In  1804  it  had  discounted  from  twentv- 
lue  to  thirty  millions  of  those  securities  direct 
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to  the  government  itself.  Thinking  thisAvas  as 
much  as  prudence  Avarranted,  they  refused  ad- 
A'ances  to  seviTal  gitvenimeiit  contractors,  whose 
pajier  was  also  of  the  same  descrijition.  Na]>o- 
leidu  Avith  that  insatiable  Ioa'c  of  despotism, 
Avhieh  thinks  that  the  laws  of  nature  must  be 
subject  to  its  Avill,  and  Avholly  unable  to  under- 
stand that  the  bounds  of  credit  are  limited,  and 
cannot  be  forced,  Avas  \'cry  angry  Avith  the  bank, 
and  addressed  the  most  earnest  remonstrances 
to  it.  The  bad  cfiects  of  the  issues  Avere  already 
felt,  there  Avas  a constant  diain  of  200  or  300 
tliousaiid  francs  a-day  from  the  cajiital  to  the 
pruvinces,  and  the  bank  made  strennuns  efforts 
to  bring  specie  back  again.  At  the  end  of  1804, 
the  re.serve  of  the  bank  amounted  to  255  millions 
ot  stock,  but  tlie  uueoA'ered  advances  to  the 
treasury  AA’ere  c*mtiiinally  increasing.  The  sit- 
uation ill^pired  tlie  directors  Avith  daily  increas- 
ing alarm.  'I’hoy  thought  of  selling  their  public 
securities,  but  thejirice  Avas  so  Ioav,  that  it  Avould 
liaA'G  affected  their  credit.  Loans  were  raised 
upon  them,  and  foreign  credits  were  opened. 
But  they  could  not  diminish  their  advances  to 
commerce,  and  their  notes  Avere  constantly  in- 
creasing troiu  the  discount  of  the  obligations 
coming  in  from  abroad.  The  loans  liad  been 
raised  for  two  months,  and  at  the  expiry  of  that 
term,  tlie  lenders  refused  to  rencAv,  and  demanded 
payment,  under  threat  of  selling  the  secuiities. 
'J'hey  Avere  thus  in  the  utmost  straits,  and  deter- 
mined to  contract  theii'  commercial  discouuts. 
Tiiey  refused  to  make  any  advances  to  cimnnerce. 
This  brought  ou  an  immediate  coniiuereial  crisis. 
At  the  same  time  the  report  Avas  sxiread  tliat  tho 
Emperor  had  carried  off  the  reser\-e  of  cash  Avitli 
him  to  Germany.  This  brought  on  an  imme- 
diate run  upon  it,  and  in  the  beginning  of  1806  it 
was  obliged  to  stop  payment.  At  tlu^  time  it 
had  uinety-seveu  millions  of  paper  under  dis- 
comit,  ot  Avhich  eigiity  inillious  Averc  government 
securities.  It  limited  the  payment  of  its  notes 
to  500,000  francs  a-daA'.  They  Averc  in  a short 
time  reduced  to  48,334,000,  and  its  metallic  re- 
seiTo  fell  to  1,136,000.  The  notes  fell  to  a dis- 
count of  ten  per  cent. 

561.  These  AVer e the  very  same  causes  that 
had  brought  on  the  stopjiage  of  the  Bank  of 
Fhighiud  previously  in  1797,  namely  an  extraA'a- 
gant  demand  for  issues  lui  government  securities, 
and  then  in  the  midst  of  this,  a sudden  and 
violeut  contraction  of  mercantile  discounts.  The 
report  of  the  Directors  said  that  the  usual 
demands  for  specie  Avere  500,000,  and  in  the 
height  of  the  panic  they  amounted  to  1^  millions. 
M.  CourceUe-Seneuil,  says  that  the  sudden  con- 
traction of  commercial  discounts  Avasa  deplorablo 
measure,  Avhich  precipitated  the  crisis,  and  added 
real  to  imaginary  dangers.  Napidcou  Avas  iimch 
annoyed  at  this  crisis.  By  a Iuav  of  tlie  22nd 
April,  180i>,  the  capital  of  the  bank  Avas  doubled, 
its  administration  Avas  brought  more  under  the 
control  of  tlie  goverumcul,  ami  its  privileges  Avere 
extended  to  1831.  Two-thirds  of  the  profits 
Avere  allow-ed  to  be  divided.  The  susiicusion 
lasted  four  mouths.  By  ucav  statutes  of  tlie  16th 
January,  and  the  18th  May,  1808,  it  Avas  jier- 
initted  to  establish  branches  in  the  dcpariments. 
Ou  the  10th  January,  ls09,  one  was  opened  at 
Lyons,  and  one  at  Uouen,  and  on  the  29th  May. 
I8l0,  one  at  Lille,  but  the  rules  of  business  Avero 
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so  strict,  thnt  llioy  had  no  success,  and  were  ' c 
abaiiduiK-d,  and  the  capital  ot  the  bank  was  t 
reduced  H>  G7,0CK),()0O  francs.  ^ J 

In  1812,  the  empire  be^an  to  "ive  siams  i 
of  totteriiiir.  1‘eople  were  atraid  to  undertake  ^ 1 
iinv  enterprise,  and  discount  fell  to  two  per  cent.  ] 
'i  iiebauk  had  then  in  reserve  lU  millions  of  ^ 
s|>ecie,  and  notes  in  circulation  to  tlie  amount  of  1 
117  millions,  and  only  15  millions  of  l>aper  ! i 
under  discount,  which  actually  fell  to  10  millions.  1 
In  1818,  the  cash  fell  to  *2ti  millions,  and  the  . 
notes  to  85  millions.  In  January,  1814,  a run  of 
millions  of  specie  took  place,  its  specie  fell  to 
5 millions,  and  its  notes  to  10  millions,  and  its 
deposits  on  current  accounts  to  1,300,000.  In 
IHi.)  it  of  course  sto]iped  ])aymeut.  lii  1818 
there  was  another  crisis,  which  we  have  also  seen 
artected  the  Bank  of  England,  and  compelled  its 
third  sir"pensiou  of  cash  payments  in  1819.  The 
cash  in  July,  Avas  117  millit>ns,  in  October  it 
to  59  millions,  and  in  November  to  34.  The 
echeonce  of  bills  Avas  reduced  to  45  days. 

503.  About  this  time  soineAvhat  more  freedom 
Avas  allowed  to  banking  in  the  departments. 
Banks  were  opened  at  Kouen,  on  the  17th  May, 
1817;  at  Nantes  on  the  11th  March,  1818;  at 
Bordeatix  on  the  *23rd  NoA'omber,  1818.  A long 
iiiterA'al  elapsed  before  any  others  were  formed. 
One  Avas  founded  at  Lyons  on  tlie  19th  June, 
1.S35;  at  ^Marseilles  on  the 'ipth  June,  1835  ; at 
Lille  on  the  29t)i  June,  1830 ; at  La  Ha\n’c  on  the 
‘25th  August,  1837;  and  at  Toulou^e  on  the  11th 
June,  1838.  The  Bank  of  France  seeing  the 
success  of  the  departemeiital  banks,  opened 
branches,  at  Uhciiiis  on  the  Otli  of  May,  1830  ; at 
Saint  Elienne  the  17th  June,  1830;  at  Saint 
(iuentiu  on  the  10th  October,  1837;  at  Aloiit- 
])ellier  the  UHli  January,  1838 ; at  Grenoble  on 
the  31st  March,  1340,  and  at  Aiigouleine  the  24th 
April,  1840.  Ill  tiiat  year  the  charter  of  the 
Bank  of  France  Avas  coiitimied  till  1807,  Avith 
jxtAver  reserved  to  reA'ise  it  in  1855,  aiiduftei  this 
no  departemeiital  banks  Avere  alloAved  to  be 
formed.  T'he  Bank  of  France  established  new 
branches  at  Besaueon,  Caen,  Chateaiiroux,  and  ■ 
Clermont-Ferrand, “in  1841  ; at  IMnlhouse  in  1843  ; 
and  at  Mans,  Nimes,  Stra=burg,  and  Valencicuiies 

504.  The  oi)Crations  of  the  Bank  in  1840 
AA'cre  unusually  extended,  and,  like  the  Bank  ot 
England,  it  siillered  a great  drain  of  bullion, 
Avldeh  fell  in  six  months  from  252  millions  to 
80  milUons.  For  twenty-seven  years  the  rate  of 
discount  had  been  tour  per  cent.,  in  the  beginning 
of  JanuarA',  1847,  it  was  raised  to  tive  per  cent , 
Avhicli  lasted  till  January,  1848,  Avheii  it  had  189 
millions  of  sjiccie,  and  the  rate  was  lediued.  At 
the  end  of  1840,  the  directors  Averc  obliged  to 
obtain  specie  abroad,  and  they  borrowed  one 
million  from  English  capitalists,  at  li\’C  pel  cent, 
on  the  security  of  stock.  In  March,  1847,  the 
Bank  Avas  greatly  assisted  by  an  otter  Irom  the 
Kussiaii  goA’eriiment  to  pnrehaso  annuities,  to 
the  amount  of  50  millioiis  of  francs.  As  vast 
sums  Averc  due  to  llussia  for  the  purchase  ot 
Praia,  Avhich  must  liave  been  paid  iu  specie,  as 
sutiii  as  the  navigation  aa'Us  open,  the  otter  Avas 
'dadlv  accepted  by  the  Bank.  Jhis  gi'catly 
hebud  to  reduce  the  pressure  on  the  Bank,  and 
it  neither  reduced  the  edieance  of  the  bills,  nor 
ciu'iailed  its  uccomuiudatiou  to  commerce.  The 
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only  means  used  to  meet  the  drain  was  to  raise 
tile  rate  ot*  discount,  and  by  the  end  of  the  year, 
the  specie  had  risen  to  181  millions,  and  AAas  still 
ttoAvim^  in.  "When  the  revolution  broke  out  m 
February,  1848,  it  had  220  millions  of  specie. 

No  institutions  of  credit  could  expect  to  sui  a i\e 
such  a coiiA  ulsion.  Nevertheless  for  a long  time 
the  Bank  faced  it  bravely,  and  did  eA'erythmg 
it  could  to  support  commerce.  In  fifteen  days 
from  tlie  20th  of  February,  to  the  IGth  ot 
March,  it  discounted  110  millions.  Of  125 
lions  it  OAved  to  the  treasury,  it  paid  77,  besides 
11  more  placed  at  the  credit  of  the  gOAernment 
iu  the  departments.  It  also  discounted  43  millions 
at  its  fourteen  branches,  and  lent  great  a.ssistaiice 
to  the  departemental  banks,  to  save  them  from 
stopping.  The  cash  in  Paris  fell  to  70  millions. 
On  the  15th  of  March,  it  paid  aAvay  10  millions, 
and  then  had  onh'  59  milUons  left.  It  Ava.s  evident 
that  the  Bank  could  not  go  on  paying  specie 
more  than  a few  days  longer.  Tliat  the  Bank 
should  st'»p  and  Aviiid  up  its  business,  Avas  not  to 
be  thouglitof.  On  the  evening  of  the  15th,  a 
decree  of  t!ie  goA'crnment  declared  its  notes  legal 
tender,  ami  authorised  it  to  sus}>eiid  payments, 
till  further  orders.  Its  notes  Avere  limited  to 
350  milli  tiis.  It  AV'as  ordered  to  publish  a state- 
ment of  its  affairs  every  Aveek  in  the  Monite7t?'y 
and  it  av  is  authorized  to  issue  100  tranc  notes, 
ami  the  deparleinental  banks  Avere  amalgamated 
w ith  the  Bank  of  France.  Their  stock  Avas  taken 
at  par,  and  the  Bank  allow'ed  to  increase  its 
j issues  by  102  millions.  The  Bank  relieved  from 
the  necessity  of  paying  tlu  ir  notes,  bought  40 
millions  of  specie  at  a considerable  sacrilice.  It 
made  large  advances  of  specie  to  aid  the  govern- 
ment, in  March  30  millions;  in  May  30  imihons, 
in  June  150  millions,  iu  instalments,  it  also 
assisted  the  cities  of  Paris  ami  Marseilles  Avith 
lan^e  loans,  and  many  other  establishments 
founded  to  support  credit,  and  advanced  to  a 
consider  able  amount  on  merchandize  ami  Avar- 
rauts,  Aviiich  it  Avas  not  authorized  by  its  statutes 
to  do.  T’he  advances  in  Paris  and  the  depart- 
ments amounted  to  60  millions.  It  made  atl- 
vances  on  all  sorts  of  other  property  to  support 
industrA . It  treated  its  debtors  Avith  the  utmost 
leiiiencS,  and  only  adopted  extreme  measures 
against  those  Avho  tried  to  deceive  it.  By  these 
' means  a vast  amount  of  commerce  Avas  sustained, 
Avhicli  must  otiiei'Avise  have  talleu.  But  the  uu- 
. certain  state  of  the  country  told  Avith  immense 
’ ettects  on  trade.  The  discounts  at  the  bank, 

■ Avhich  had  been  100  to  150  millions  trom  January 
’ to  :Slanh,  fell  to  20  millions  in  December.  Uii 
t the  16th  of  March  the  sum  under  discount  at  the 
bank  and  its  branches  Avas  305  millions ; on  lUe 
1 281  h December  the  sum  at  the  bank  and  it^ 

‘ branch*  s,  including  all  the  departemental  banks, 
Avas  165  millions;  and  of  this  the  sum  at  the 
j Bank  of  France  it^5olf  was  only  42  millions. 

; 505.  In  1849,  matters  became  still  Avursc.  fn 

) 1847,  the  total  of  operations  had  been 

t lions;  iu  1848,  it  was  1,874  millions;  and  m 1849, 
f 1,328  millions;  and  the  sum  under  discount  at 
s , the  Central  Bank  fell  to  23  millions.  On  the 
3 I 22nd  December,  1849,  the  bank  was  aiUhorizcd 
r 1 to  iiicn-asc  its  notes  to  525  millions.  Altliougii 
I it  had  been  authorized  to  suspend  payments,  it 
r I had  never  done  so  in  fact,  and  after  some  tune, 
c ' Avheu  matters  got  more  settled,  it  hud  practically 
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resumed  payment.  As  soon  as  this  was  done, 
]H*ople  got  tired  of  carrying  their  .silver  money 
about,  and  demanded  notes  for  it,  but  the  bank’s 
issues  Avere  already  at  their  full  legal  extent,  and 
could  not  be  increased,  Avhicli  created  much  pub- 
lic dissatisfaction.  To  meet  this  case  its  power 
of  issue  Avas  increa.scd  by  73  milUous.  In  1850 
a very  slight  improA'Ciueiit  took  ])!ace.  Tlio  sum 
total  of  operations  increased  by  142  milli*>ns.  Iu 
1849  the  greatest  sum  under  discount  at  any 
one  time  was  47  millions,  and  in  1850,  it  Avas 
44  millions.  The  maximum  of  1847  aa'us  231 
millions.  The  minimum  of  1847  had  been  152 
miliums;  in  1850  it  Avas  23  millions.  In  1851 
the  progress  of  the  recoA'ory  Ava.s  A-ery  sIoav.  But 
iu  1852,  Avhen  order  seemed  to  be  restored  to  the 
state,  it  Avas  extremely  rapid,  and  the  operations 
of  that  year  fell  but  comparatively  little  short  of 
those  of  1847.  Interest  Avas  reduced  to  three 
]*er  cent., — the  loA\est  it  had  CA’cr  been.  In  this 
year  its  privileges  w ere  extended  t**  1867.  During 
tlie  tAVO  folloAving  years  its  prosperity  continued 
rapidly  to  increase.  Soon  after  the  middle  of 
1855  a very  severe  drain  of  bullion  set  in,  caused, 
probably,  by  the  AA-ar  in  the  Crimea,  and  the 
deficiency  oi*  the  harA'cst.  To  meet  this,  the  bank 
Avas  obliged  to  im]iort,  at  a great  expense,  fr*im 
200  to  300  millions  of  specie,  and  to  impose 
re.strictions  on  discounts.  This  Avas  caused  by 
the  absurd  restraint  on  the  rate  of  discount, 
Avhidi  AA^is  limited  to  six  per  cent.,  aa'Iich  the 
market  rate  Avas  considerably  higher.  In  1856, 
the  same  general  stringeney  of  money  matters 
continued,  and  restrictiuii.s  Avere  imposed  on  the 
echeauce  of  bills ; on  the  5th  of  October  they 
Avere  reduced  from  90  days  to  60,  and  on  the  24th 
December  extended  to  73.  Purebases  of  bullion 
ataheaA'y  los.s  continued  tobemade  in  consequence 
of  the  absurd  biAV  fixing  the  rate  of  interest.  In 
cousofiuence  of  this  absurdity,  during  18  months 
from  July,  1 855, to  December,  1 850,  the  bank  bought 
8 14,300,000  francs  of  specie,  at  a loss  of  1 1,215,000. 
At  last  this  folly  Avas  repealed,  and  on  the  27ili 
of  February,  1857,  the  restriction  Avas  taken  off, 
and  the  rale  of  discount  left  free.  The  necessity 
and  the  advautage  of  this  Avas  soon  seen  in  the 
great  crisis  of  N*.)A’ember,  1857,  Avheu  discounts 
rose  from  5J  iu  June  to  8,  9,  and  10  per  cent,  in 
NoA’ember,  according  as  the  echeaiicc  of  the  bills 
Avas  30,  00,  or  90  days.  After  tlie  27th  of  Nov. 
these  rates  Avere  reduced  one  per  cent.,  and  after 
the  18th  of  December,  the  rates  w^ere  reduced  to 
a uniform  amount  of  six  per  cent.,  and  on  the 
29th  to  five  per  cent.  HeaA'y  purchases  of  bullion 
Avere  also  made  in  this  yeiir,but  at  a less  expense 
than  iu  the  preceding  one.  Iu  1857,  the  ]irivileges  , 
of  the  bank  Avere  extended  to  1897,  and  it.s  capital 
Avas  raised  to  182,500  sliares  of  1,000  francs.  Of 
this  sum,  100  millions  of  francs  Avere  to  be  ad- 
vanced to  the  gOA'erument  in  the  course  of  1859, 
and  to  be  applied  in  payment  of  the  uncoviTed 
balance  of  the  Treasury.  All  sums  charged  above  i 
six  per  cent,  for  advances  Avere  to  be  added  to 
the  capital.  It  Avas  alloAved  to  issue  50  I’ranc 
notes.  In  1807  the  GoA  ernment  is  to  be  allowed 
to  direct  the  bank  to  erect  brandies  iu  those 
dejiartments  Avhere  none  exist. 

500.  The  Bank  of  France  Avas  proldbited  by 
its  statutes  from  discouuting  bills  Avith  less  than 
three  soh’ciit  names,  ami  founded  upon  real 
transactions.  In  1808,  it  AvasalloAVcd  to  dispense 
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Avith  one  name,  on  the  deposit  of  its  oaa'u  stock, 
or  government  security  t*>  the  amount  of  the  bill. 
Ill  1848,  a ileposit  oi'  merchandize  of  tlie  value  of 
the  b'll  Avas  allowed  as  avcH.  In  1857,  shares, 
and  railAvay  debentures,  and  obligations  of  tlie 
city  of  Pans,  Avere  alloAvcd.  It  lakes  no  obliga- 
tions beyond  three  montlis.  It  also  transacts  all 
the  other  usual  de.scriptions  of  banking  business. 

Projet  potir  V i'tabliMe.mmt  (t hhp  Bampte^  (T uue 
chnnhre  (rpfiCO)Hpto^  et  d un  mont^(li‘-pitif\  By 
Balthasar  Gerbier.  Paris,  1073. 

Premier  Memoirc  snr  les  Baufpics;  priseute  d 
son  (iltesse  royale^  Moim'i^nenr  le  J)nc  IT  Orleona^ 
Regent  de  France.  By  johii  Luav.  Paris,  1715. 

Second  menioire  $ur  les  Ranrjaes.  By  John 
LaAv.  Paris,  1715. 

De  la  caisjie  iTcscompte.  By  Count  de  Mirabeau. 
Paris,  1785. 

Banque  nationaJe.  By  Caritat,  ^larquis  do 
Coiidorcet.  Paris,  1781. 

Bunqne  precedee  de  Vexamen  de.^ 

principalea  Banques  puhliqnes  de  P Europe^  et  de 
la  cniane  (Peacompie.  By  Gaudot.  Paris,  1789. 

Modcle  <P nil  uunreau  rcd.vo/2  (Tcconomie  poll- 
tiquey  OH  projet  (Pune  noumdle  espcce  de  Banque^ 
qit  on  pourra  nomine r rurale.  By  Yicumle 
d’Anbussoii.  Paris,  1789. 

Plan  de  Banque  natiotude.  iuunohditre.  By  P. 
M.  i\Iengiii.  Paris,  1790. 

Banque  mnnicipalc^  ntcesanire  d toutes  les  rilles 
de  commerce  de  la  France^  portaid  suppression  de 
iontes  les  impositions^  et  U<inidation  de  la  dette 
citoqcnne^  de  chaque  municipalite.  By  Roch.  Paris, 
1792. 

Coup  (Pfeil  snr  le  Credit  en  gc.neraU  d l^^ 
Banque  territoriale.  By  J.  A.  Simoiule. 

Considerations  sur  P institution  des  principah'S 
Banques  de  P Europe^  et  princ'ipalement  sur  ccllc 
de  France.  By  L.  B.  de  Montbrisou.  Paris,  1805. 

Thcorie  des  Banques  cPescumpte.  By  Count 
Gamier.  Paris,  1800. 

Sur  la  Banque  de  I'rance^  les  causes  de  la  crise 
qiielle  a eprouvie^  les  tristes  ejfets  qui  en  sont 
resultes,  et  Us  moyens  iPen  jirecenir  le  reUiU)\  acic 
\ line  theorie  des  Banques.  By  Dupoiit  de  Nemours. 
Paris,  1800. 

Des  differentes  Banques  de  P Europe.  By 

Caleiige. 

T'raite  des  Banques^  de  leur  difference  rhdU,  et 
des  effets^  qui  en  resnltrut  duns  leur  et  Uur 

admin’i.strution.  Translated  from  the  Gerinau  ot 
Jean  tleorge  Biiscli.  By  Fram;ois,  de  L.  C. 
Paris,  1814. 

Projet  fPune  Banque  naiionale^  on  jnoypus  de 
tircr  la  France  de  la  crise  actuclle.  By  ilaihieii 
d'Agoult,  formerly  Bishoi) of  Pamiers.  Paris  1815. 

Evlaircissement  sur  le  projet  de  Banque  initonialc., 
reponse  au.c  objections  faites  contra  ce  projvt.  By 
M.  Agtudt.  Paris,  1810. 

Des  Banques  et  de  leur  injluence  ptmr  facilift  r 
la  circulation  des  cajiitaux,  faire  bui\s>  r le  imp 
hunt  prix  dcPinterct,  et  des  mesure.s' d adopter  pour 
qiie  P agriculture.  P industries  ct  le  commerce  de  la 
FrancesCt  des  dicers  ebits  jouissvnt  d**  Pamnfage 
de  lets  ctddissi  ments.  ByA.  Sabatier.  Paris,  I s 1 7- 

Du  pried^e  de  la  Banque  dc.  Frances  ctnisidcre 
comme  uuisiblc  nux  transactions  commercial  's.  By 
J.  J.  Paris,  1819. 

Opinion  de  M.PEccque  <P Autnn  (Ttdleyrnnd. 
Perigord)  sur  les  Banques,  et  sur  In  rttablissemcnt 
dePordre  de  Ji nances.  Paris,  1823. 
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De  r ctat  actiiel  de  la  Jlauqnv  de  France^  ct  de  In 
fiecessite  iTen  viodijii-r  le  rvf'ime^  et  de  diiahmcr 
son  capiUth  liy  C'li.  Ant.  (’ostiiz.  rails,  l^i‘26. 

Des  J.htn(jU<‘,s^  et  dts  Iu.sfifnfions  de  ( 'rtdit  on 
Amfriqut’y  et.  en  Kurttpe.  IJy  Gautier.  Taris,  1 h21». 

Des  JJantpies  fP epar^ne^  de  preU  snr  naufisse^ 
7nent^  ct  (Pescontpte.  By  Felix  de  Viville.  Aletz, 
l»3o, 

Des  Socleics  par  acUons\  des  Banqncs  cn  France, 
By  Emilo  Viiiccns.  I*aris,  I8i37. 

Des  Bamjnes  dipai'tc  men  tales  en  France^  de  lenr 
influence  snr  les  pne^res  de  P Industrie^  des  ohstach  s 
(pii  sopposent  d lenr  etablissement,,  By  M. 
aEsterno.  Faris,  1888. 

Le  CrM'd  et  la  Bamim,^  contennnt  un  expose  de 
le  constitution  des  Bampies  Americaincs^  Fcossaises^ 
An^laises,,  Fran<;aises.  J5y  Courcellu-Seiieuil . 
Furls,  1840. 

De  la  Baiupie  de  France^  de  la  ertse  monctairey 
des  con  pares  an  dessons  de  500  francs.  By  Aluret 
de  Bord,  depute.  Faris,  1847. 

Des  Bauqnes  en  France^  lenr  missiouy  l(0/r 
isolcment  actuel.  By  Louis  de  Noisou.  Faris,  1847. 

Organisation  du  credit  fonder.  Faris,  1847. 

Thhirie  des  Banques.  By  Olindc  Botkigues. 
Faris,  1848. 

Essai  snr  la  crisc  finandde,  et  les  mmjens  de  le 
faire  cesser.  By  L.  Bochat.  Faris,  1848. 

Bnnque  natiouale  imiaohilicre  par  ri-Uit,  Faris, 
1848. 

Banqiie  af^ricole  de  credit  et  de  circulation.  By 
Marestaing  and  L.  Lapalme.  Faris,  1848. 

De  Por^auisation  du  Credit  fancier.  By  L. 
Wolowski.  Paris,  1848. 

Histoire  dc  la  caisse  (Tescowpte.^  1776-179^1.  By 
J.  B.  Loon  Say.  Faris,  1849. 

Du.  Crdlit  ct  des  Banques  InjpotMcaircs.  By 
Clmrles  Barre.  Faris,  1849. 

Ccrcles  flnancief's.,  proJet  tPuno.  institution  gene- 
rate de  Credit  en  France.  By  Leoii  Todros. 
Faris,  1849. 

Le  sol  et  la  haute  Banqne.  By  Faul  Coq. 
Faris,  1850. 

Projet  de  fondation  (Tune  Banqne,,  et  (Pune  mon- 
naie  universellcs.  By  Albert  Foiicelin.  Faris,  1850. 

Des  institutions  de.  Credit  funder  et  agricole., 
dans  les  dwerses  lints  de  PEurope.  By  J.  B. 
Josseiiu.  Faris,  1851. 

Rceudl  des  lois  et  statnts  relutifs  a la  Banqne  de 
France  depuis  1800.  Faris,  ls51. 

De  P organisation.,  de  Plfahlis.^einent  du  Credit 
dans  V inti  r It  de  P agriculture^  du  commerce^  dc 
P Industrie.,  et  du  travail  en  glnlruL  By  L.  11. 
Henry.  Faris,  1851. 

De  la  monuaie.,  du  credit.,  G de  Vimpat.  By 
Gustave  du  Fuynodo.  Faris,  1852. 

Trade  theorUpie  ct  pratupie  des  operations  de 
Banqne.  By  Courcelle-Seneuil.  Faris,  1852. 

Etudes  sur  les  Ban(pics.  Nautes,  1853, 

Laic.,  sou  systeme.,  et  son  epo(jue.  By  P.  A. 
Coehut.  Faris,  1853. 

Annuaire  des  institations  de  Credit  fonder. 
Faris,  1853. 

Considdations  snr  le  Credit  fonder  et  prnjH  de 
Banqne  fondtre.  By  L.  A.  Petit.  Paris,  1853. 

Trade  de  Credit  fancier.  By  J.  B.  Josscau. 
Paris,  1853. 

Le  Crldit  fonder  en  Allemagne  el  en  France, 
By  S.  Delorme.  Paris,  1854. 

Histoire  des  grandcs  operations  finandere.% 
hanqncs.,hourses,  ^'c.  By  Cat»efigiie.  Paris,  1854. 


llechcrches  kistoriqne.s  snr  le  sysfe.me  de  Laic. 
By  E.  Lo^  asseiir.  Paris,  1854. 

Theurie  legale  des  (qilridions  de  Baiifjne.  By 
Engono  Faiguon.  Faris,  1854. 

Cri.se  nioncUtire.,  de  la  situation  I'espective  des 
grands  etats  conimerqaids.  By  L.  Aluret.  Faris, 
1855. 

De  la  TCfoi'me  desBanqnes.  By  Alfred  Dariinon. 
Faris,  1855. 

Libre  monetisation  de  la  proprietL  By  Cliarles 
Boutard.  Fm-is,  1856. 

Des  monts-de-piete.,  et  des  banques  de  prlt  snr 
gage.,  en  France.,  et  dans  les  divers  etats  de 
PEurope.  By  A.  Blaize.  Faris,  1856. 

Tj(i  Banqne  nouvelle.  Projet  de  rlforme  du 
systeme  financier.,  on  moyen  de  la  demonetisation  de 
toutes  les  valenrs.  By  James  Nobel.  Faris,  1856. 


Historical  Notices  of  the  Rise  of  Bmddng  in 
various  Countries. 

At  Home. 

567.  Tiie  business  wliicli  is  technically  called 
Banking  seems,  as  far  as  we  can  ascertain,  to 
have  been  invented  by  the  Romans.  It  is  true 
that  there  were  abiiiulance  of  money  dealers  and 
money  lenders  at  Athens,  and  other  itlaces,  but 
their  business  seems,  as  far  as  we  can  discover, 
to  have  been  more  analogous  to  that  of  those  per- 
sons ^ve  Cf  II  money  scriveners^  and  bill  discounters., 
than  of  those  whom  we  call  bankers.  For  wo 
have  seen  that  the  busincssof  bankhigtecludcally 
consists  in  creating  credits  in  favor  of  the  persons 
who  dep<»sit  money  with  tlio  banker,  and  in 
paying  debts  by  transferring  .sums  from  one  account 
to  another,  as  well  as  b}'  making  all  advances  in 
the  first  instance  by  creating  a credit.  This 
mode  of  doing  hiisiuess  essentially  distinguishes 
a banker  from  a money  scrivener,  or  hill  discounter, 
■who  actually  advances  the  money  itself.  This 
seems  to  have  been  the  business  of  the  Athenian 
rpoTTffirfo,  and,  if  so,  they  were  technically  bill 
discounters,  and  not  bankers. 

568.  T he  Romans,  on  the  contrary,  practised 
the  business,  which  is  technically  called  banking, 
exactly  as  we  do,  nor  do  we  know  when  it  was 
invented.  The  earlie.st  notice  we  have  of  these 
banks,  or  argentaricB,  is  in  Livy  IX.,  40.,  b.c.  308, 
where  they  are  spoken  of  as  lieing  already  placed 
in  the  forum,  where  they  always  continued.  But 
he  gives  no  account  of  tlie  metliod  in  wliich  the 
bankers  transacted  their  business.  The  comedies 
of  Flaiitus  arc  full  of  allusions  to  bankers  ami 
their  business.  He  calls  them  trapezittp,  argen- 
tarii,  and  danistce.  We  have  Latin  words  corre- 
sponding to  the  method  of  keeping  banking  books. 
Tims,  scribere  w*as  to  give  credit  in  the  books, 
rescrihere,  or  perscrihere,  was  to  transfer  a sum 
from  one  account  to  another  by  means  of  a cheque, 
which  was  called  perscriptio,  ox  attrihutio.  Thus, 
iu  the  Asinaria  ii.,  4,  34,  Leonida  says, — 

“ Ahducit  domum  ultro,  ct  scribit  nuinos.” 

“Of  his  own  accord  he  brings  him  home,  and 
places  the  money  to  his  account.”  So  aceeptum 
ferre  was  to  credit  a customer’s  account  with 
money  received,  expen.sum  ferre  to  debit  it  for 
money  paid.  Thus,  iu  the  Mostellaria  i.,  3, 
146,— 

“ Ratio  accepti  et  exponsi  inter  nos  couvenit.” 

“ The  accounts  between  us  balance.”  Plautus 
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only  uses  the  word  mensa  to  moan  a bank,  in  two 
jilaces.  Curenlio  iv.,  3,  4, — 

“ Velut  deccra  niinas  Jum  hie  solvit  omnis  meiisas 
transiit.” 

“As  before  this  fellow  paid  me  tlic  ten  minae,  he 
had  to  go  to  every  banker's and  in  the  Pseudolus 
1.,  3,  62,-  I 

“ Postquam  isti  a mensa  surgunt.”  ! 

“After  these  bankers  broke.”  But  he  never 
uses  mensarius  for  a banker.  These  persons  are 
laentioiicd  numberless  times  in  his  plays.  So,  , 
also  in  Terence.  Phormio  v.,  7,  *29, — > 

“ Sed  transi,  sodes,  ad  forum,  atque  illud  mihi 

Argentum  riirsum  jube  rescribi.  Phormio. 

PiioiiM.  Quodiie  ego  perscripsi  porro  illU,  <iuibns  , 
debui?” 

“ But,  Phormio,  be  good  enough  to  go  over  to 
the  forum,  and  order  that  money  to  be  juu  to  my 
account. 

Fuorm.  What!  that  for  which  I have  already 
given  cliLM^ues  to  my  creditors  ?” 

So  Cicero,  {Epist:  ad  Atticum  xvi.  2)  “qni  de 
occc.  Hs  cc  presentia  solverimus,  reli(iua  res- 
cribamus.”  “ Of  the  remaining  four  hundred 
sestertia,  I have  paid  two  hundred  in  cash,  and 
I shall  send  a cheque  fe»r  the  rest.”  So  Orat : pro 
CaecinPi  vi.  “ Se  autem  habere  argentarii  tabiilas, 
in  qtiibus  sibi  expensa  peeunia  lata  est,  accepta- 
que  relata.”  “ But  he  himself  has  the  banker’s 
books,  ill  which  ai*e  the  accounts  of  the  money 
paid  and  received.” 

569.  Although  we  have  seen  above  that 
Flautus  uses  mensa  as  the  counting  house  of  a 
private  banker,  tlicy  were  never  called  meiisarii. 
The  latter  were  juiblic  oHicers  of  high  rank,  who 
were  aiipointed  by  the  State  only  in  times  of 
great  public  distress,  when  the  plebeians  were 
weighed  down  with  the  accumulation  of  coui- 
jiound  interest,  to  effect  a compromise  between 
debtors  and  creditors,  and  to  advance  money 
from  the  treasury  to  citizens  iu  distress,  on  the 
security  of  goods,  or  land,  or  cattle.  The  first 
appointment  was  made  348  B.  C.  (Livy  vii.  21.) 
They  were  then  five  in  number.  On  other 
occasions  (Livy  xxiii.  21 ; xxvi,  36)  they  were 
only  three  in  number.  Tliey  seem  to  have  been 
instituted  for  very  much  the  same  jnirpose  as  the 
monti  di  pieth,  in  the  middle  ages  in  Italy,  ami 
which  arc  still  very  common  on  the  continent  I 
under  the  name  of  monts-de-piete.  (Montb  di 
ITeta.) 

In  China. 

570.  We  have  seen  that  the  Romans  first 
invented  the  business  of  “banking,”  namely, 
making  instruments  cf  credit  perform  the  duties 
of  money.  But  they  did  not  invent  liank  notes. 
The  invention  of  bank  notes  is  due  to  the  Chinese. 
In  the  begiuiiing  of  the  rcigii  of  Ilian-tsouug,  of 
tlic  dynasty  of  Thang,  about  the  year  807,  a.d., 
there" was  a ^eat  scarcity  in  the  country.  The 
Emperor  ordered  all  the  merchants  and  rich  per- 
sons to  bring  all  their  money  into  the  public 
treasury,  and  in  exchange  for  it  gave  them  notes 
called  fey-thsian,  or  fiying  money.  In  three  years, 
however,  this  money  was  suppressed  iu  the  capi- 
tal, and  was  only  current  in  the  jiruvinccs.  In 
960,  A.D.,  Thai-tsu,  tlie  fouuder  of  the  Souug 
d^uiasty,  revived  this  practice.  Merchants  were 
allowed  to  deposit  their  cash  in  the  public  trea- 
suries, and  received  in  return  notes  called  pian- 


thsian,  or  cmTcut  money.  The  convenience  of 
tliis  was  so  great  that  the  custom  quickly  spread, 
and  in  997  there  was  paper  in  circulati»*n  to  the 
amount  of  1,700,000  ounces  of  silver,  and  iu  1021 
it  had  increased  to  2,830,000  ounces.  At  tliis 
period  a conqiany  of  the  sixteen  richest  merchants 
were  permitted  to  issue  notes  payable  iu  three 
years.  But  at  the  end  of  that  term  the  company 
was  bankrupt,  which  gave  rise  to  much  juiblic 
distress  and  litigation.  The  Emperor  abolished 
the  notes  of  tliis  company,  and  forbade  any  other 
joint  stock  banks  to  be  formed.  Henceforth  the 
power  of  issuing  notes  was  kept  in  the  hands  of 
the  government.  These  notes  were  called  kiao- 
tsn,  and  were  of  the  value  of  an  ounce  of  silver. 
Ill  1032  there  were  hiao-t.su  to  the  value  of 
1,256,340  ounces  in  circulation.  Subsequeutly 
banks  of  this  nature  were  set  up  in  each  province, 
and  the  notes  issued  by  one  provincial  bank  had 
no  currency  iu  any  other.  These  were  tlic  first 
bank  notes  on  record, — that  is  to  say,  notes  issued 
in  exchange  fur  money,  or  convertible  into  money, 
and  not  paj>er  money,  or  paper  created  without 
any  itrevious  deposit  of  specie.  Besiiles  these 
bank  notes  tlie  Chinese  mamifactured  jutper  money 
to  a lai’ge  extent.  (CcKKENoy,  Fapeh.) 

Journal  A.siatique.  Vol  /,  p.  256.  By 
Klaproth.  1822. 

Popular  error,  concerning  the  dates  of  the  Bank  of 

Venice,  and  the  Bank  of  iSt.  George,  at  Genoa. 

571.  A crowd  of  writers,  including  among 
them  many  of  the  greatest  names  iu  literature, 
have  assigned  the  date  of  1171,  or  even  1153,  to 
the  Bank  of  Venice,  and  that  of  1407,  to  the 
Bank  of  St.  George,  at  Genoa.  But  we  shall 
show  that  these  dates  are  both  extremely  erro- 
neous. The  Bank  of  Venice  dates  only  from 
1587,  and  the  Bank  of  St.  George  only  from 
1675.  To  say  that  they  were  founded  in  the 
years  1171  and  1407  respectively,  is  exactly  as 
erroneous  as  it  would  be  tosav  that  the  Dukedom 
of  Wellington  was  created  in  the  year  1769,  be- 
cause the  illustrious  jiersou  on  whom  that  title 
was  conferred  was  born  in  that  year.  No  doubt 
the  bodies  of  persons,  or  coi»orations  who  mamiged 
these  banks,  were  formed  in  the  years  1173  ami 
1407,  but  the  Banks  were  only  founded  in  the 
years  we  have  meutiouod,  namely,  that  of  Venice 
in  1517,  and  that  of  Genoa  in  1675. 

Historical  sketch  of  the  Ri.se  and  Progt\,ss  t.f 
Banking  In  Italy. 

572.  Money  dealers  established  themselves 
in  Italy  at  a very  early  period  of  the  middle 
ages,  both  as  money  changers,  and  money  lenders. 
But  neither  of  these  constitute  lianking.  As  far 
as  we  can  ascertain,  the  business  of  banking,  or 
dealing  in  credit,  was  revived  at  Florence  in  the 
early  part  of  the  12th  century.  It  wa.s  intimately 
connected  with  tlie  hiveution  *>f  Bills  of  hlxcluinge, 
(Biel  of  Exchange,)  wliich  was  practised  by 
tiui  Lombards,  especially  those  of  Asti,  and  the 
Iieople  of  Cahors,  in  tlie  d»-partment  ot'  tlie  Lot, 
in  France,  very  early  in  the  13th,  ifimt  in  tlic 
12th  century.  The  business  of  bankers,  however, 
ehieliy  flourished  at  Florence,  and  was  one  of  the 
jirincipal  causes  of  raising  it  to  .<o  great  a ]iiteh 
of  commercial  cmuicnce.  The  names  of  the 
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Biirdi,  Acciiijuoli,  I’tTiizzi,  Titti,  and  ^fodici, 
were  fiimoiis  tlirou<.dumt  Eiinipc.  In  tlio 

liardi,  and  the  Penizzi,  the  two  ^weatest  mer- 
cantile li(iu*^es  in  Italy,  failed.  Edward  III  ' 
owed  tlie  Ihirdi  900.000  jjold  florins,  whirli  his  , 
war  with  France  I'reventi  d him  nayiiif:,  and  the  | 
King  of  Sicily  owed  them  100,000  gold  tiorina. 
The  deposits  citizen>  and  strangers  with  tlie 
Bardi  were  5o0,000  gold  llorins.  'I'he  IVruzzi 
w leowcd  000,000  gold  florins  hy  Edward  III, 
ami  100,000  by  the  King  of  Sicily,  and  the  de- 
])Osits  they  owed  their  cnstomors  were  3o0,000 
gold  florins.  The  fall  of  these  two  great  pillars 
of  credit  involved  that  of  mnltitndes  of  otlier 
smaller  ostahlishments,  and,  says  Vitlani,  (Istor  ; 
Fioreiit:  xii.  55)  the  community  of  Florence  had 
never  been  thrown  into  such  ruin  and  disorder 
before,  and  thereupon  he  breaks  out  against  the 
folly  of  his  fellow  citizens  entrusting  their  money 
to  the  care  of  others,  for  tlie  love  of  gain.  The 
city  however  recovered  from  this  terrible  disaster, 
anil  we  find  that  between  1430  and  1433,  70 
bankers  at  Florence  lent  the  state  4,305,000  gold 
florins.  At  one  time  Florence  is  said  to  liavc 
Iiad  80  bankers,  but  not  any  public  bank. 

573.  In  tlio  10th  contui'}',  there  were  40  great 
bankers  at  Xaples.  They  were  obliged  to  deposit 
40,000  ducats  with  the  government,  as  security, 
and  they  Mere  bound  not  to  go  beyond  the  limits 
of  the  kingdom.  But  tlie^e  i>recaiitioiis  Mere  in 
vain.  They  frciiuently  failed,  causing  of  cour>e 
great  distress,  and,  in  1575  the  government  deter- 
mined to  institute  a juiblic  bank,  'I'his  M as  the 
earliest  ]niblie  Iiank  in  Italy,  being  1*2  years 
before  that  of  Venice,  ami  exactly  100  years 
before  that  of  Genoa,  Imth  of  Mhich  are  er- 
rouecjusly  placed  before  it.  This  Mas  called  the 
Banco  di  A.  G.  P.  et  di  Pi  ta.  Several  other 
joint  stock  tmblic  banks  Mere  fomided  shortly 
afteiMvards,  viz.,  tlie  Banco  del  Poptdo^  in  1589  ; 
the  Banco  dello  Santo  SjdntOy  in  1591  ; i\\c  Banco 
di  S,  Bligia,  ill  1596;  the  Banco  di  S.  Giacomo^ 
in  1597;  the  Banco  delh  Povere^  in  1600;  and 
the  Banco  de'  SS.  Salcatorc^  in  1640.  Pnv'ato 
bankers  Mere  not  abolished,  but  they  could  not 
stand  the  comjietitiou  of  the  imhlic  banks,  and 
ceased  to  exist  after  1604.  Whetlier  any  of  these 
banks  survived  the  Kevolution  m o are  not  UM  aro. 

Db  BancJil  di  XajKdi\  e della  lor  ragw7ic.  By 
Michele  Rocco.  Naples,  1785. 

Sul  cretlUo,  le  banche,  c Ic  casse  di  rispunnlo. 
By  Carpi. 

At  Venice. 

574.  It  is  one  of  the  great  cniTcnt  delusions 
of  historians  ami  economists,  that  the  Bank  of 
Venice  M*as  founded  in  1171.  But,  in  the 
technical  sense  of  hanking^  this  is  a couijtlete 
error.  We  have  seen  above  that  the  Bank  of 
Venice  m'us  not  even  the  tirst  public  bank  in 
Italy.  The  fact  is  that,  in  the  year  1171,  the 
Venetian  republic  Mas  oppressed  Mith  great 
financial  dism’der,  in  conseiiuence  of  u ars  carried 
on  simultaneously  with  the  empires  of  the  east 
and  the  M*est.  In  order  to  extricate  Iicrself  from  i 
these  financial  diliicuUies,  the  State  levied  a 
forced  loan  from  its  citizens,  and  ])romised  them 
interest  at  the  rate  of  4 per  cent.  The  stock  Mas 
made  transferable,  ami  a ijody  of  commissioners 
M as  erected  in  1173,  to  immage  the  transfer  of  the 
i^iock,  and  the  payment  of  the  interest.  These 
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commissioiuu's  M'ore  called  the  Cttmcra  degU 
Impresfiti  Such  a loan  has  several  names  in 
Italian,  .•‘’ich  as  compem^  vmtno^  but  the  most 
common  i^  monte^  a joint  stock  fund.  This  h'an, 
in  1173,  was  called  the  monte  reevhio^  and,  in 
course  of  time,  several  others  Mere  contracted, 
and  tM'o  4'specially  Mere  called  the  monte  nnro^ 
and  the  monte  nindasimo.  Nom*  m c have  shcM  n 
in  the  beginning  of  this  article,  that  the  English 
Avord  haul  is  the  eiiuivalent  of  vioute^  and  under 
Bemiricu.k,  that  this  author  roiteatedly  translates 
the  M'ord  mons  by  hnnh^  and  es}>ecially  calls  these 
nnwti  at  Venice,  by  the  name  of  the  three  ‘‘  hanhea 
of  Venice."  It  is  thus  the  confusion  has  arisen. 
The  M'ord  “bank”  is  the  translation  of  nnmte, 
but  it  has  no  relation  Avhatcvor  to  the  business  of 
hanking.  These  banks  at  Venice  were  nothing 
but  commissioners  of  public  debts.  The  very 
same  erri  »r,  as  m c have  siieM  ii  below,  prevails  Avith 
regard  to  ihe  Bank  of  St.  George,  at  Genoa. 

575.  4 he  first  “bankers”  at  Venice  Avere  two 
Jt'Avs,  Avho  obtained  leave  from  the  Senate,  in 
1400,  to  set  up  banking,  and  this  business  Avas 
afrorAvard^  taken  up  by  many  of  the  nobility,  but 
toM'ards  the  middle  of  the  latter  half  of  the  16th 
eentury,  many  of  them  failed,  and  caused  great 
imblic  distress.  IVIoreover  the  coinage  Avas  in  a 
great  state  of  confusion,  from  the  number  of  clipped, 
and  worn  foreign  coins  in  circulation,  Avhich  dis- 
organized -ill  dealings  in  credit.  In  eonse(juenee 
of  some  political  changes  Avhich  took  place  in  the 
constitution,  tlie  Senate  prohibited  the  nobility 
from  engaging  in  commerce,  and  organized  tlie 
Bank  of  Venice  in  1587. 

576.  T)r.  Lewis,  Avriting  in  1678,  says  (A 
large  Model  of  a Bauk^  t>.  40),  “As  to  the  bunk 
at  Venice,  it  is  not  of  any  A ery  long  standing — 
it  had  its  lirst  rise  from  tlie  di.shouesty  of  the 
bankers.  Tlie  bankers  at  Venice  ilid  just  as  onr 
bankers  hav'e  done  here, — they  got  men’s  money 
into  their  hands  at  interest,  and  used  it  (as  M'as 
necessary)  to  their  best  advantage;  tliat  they 
might  make  a better  profit  of  tlieir  money,  than 
the  intere.-t  they  paid,  they  lent  it  out  to  insol- 
A'ent  persi-ns,  or  laiil  it  out  in  desperate  cases, 
as  onr  bankers  did.  Hence,  when  they  Avere 
disappointed,  they  did  unavoidably  break,  the 
creditor  lost  his  money,  the  common-M'ealth  their 
trade : for  the  banker  got  Avhat  he  could,  and 
lied  out  of  their  territories,  as  ours  do  into  the 
Kiiig's  Bench. 

“ Tlie  Slates,  finding  such  an  intolerable  incon- 
venience, as  Ave  noAv  dit,  if  men  lent  out  their 
money,  many  times  they  lose  it ; if  it  lay  dead 
by  tlmm,  trade  dwindles  UAvay  by  this  stagnation, 
just  in  such  a time  as  this  is,  the  States  set  up 
their  bank,  and  their  ofiicers  became  cashiers  (as 
at  Amsterdam,)  for  about  tAvo  millions  of  ducats, 
a bank  siiilicieiit  for  their  trade,  Avhich  avus  kej)t 
in  specie  to  be  taken  in,  or  paid  out,  as  the 
merchants  desired  it,  until  the  necessity  of  their 
afiairs  in  tlie  late  Turkish  Avars,  forced  them  to 
expend  all  the  money  in  specie,  Avhicli  aa'us  lodged 
in  tile  banlv ; nOAV  there  is  no  money  at  all,  neither 
is  any  money  in  si>ecie  ever  paid  out ; but  their 
bank  Ls  a perfect  credit  bank,  and  the  fund  is  a 
mere  imaginary  thing;  yet,  bccau.se  the  fund 
being,  as  J said,  four  millions  of  ducats,  Avhich 
Venice  is  able  to  J'aise,  and  the  states  have 
obliged  to  pay,  (though  they  are  never  like  to 
pay  a larti  ing"  of  it  to  the  end  of  the  Avorld)  all 
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men  arcept  this  credit  as  money,  nay,  since  it  | 
hatli  been  in  this  condition,  the  very  credit  i 
hath  been  *20  per  cent,  more  than  cash  in  \ 
specie;  all  luerehants  trading  thither  can  tell 
yon  credit  in  the  bank  is  much  better  than  cash 
in  the  chest;  the  reason  is  Avhat  I have  first 
mentioned.  Credit  in  bank  is  more  safe,  more 
])ortable,  ami  more  transferable  than  nmuey  in 
sjtecie,  ami  so  of  greater  value,  as  gold  is  better 
tiian  silver. 

“ Not  many  years  since  credit  in  Bank  at 
Venice,  (as  onr  merchants  can  remember)  M*as 
better  than  cash  in  specie,  by  more  than  tAventy 
ill  the  hiindrod,  Avhich  the  sfatc.s  found  inconve- 
nient for  their  trade:  the  States  could  not  by 
any  hiAv  supiwess  tliis  excessive  exchange,  though 
they  made  it  capital  to  take  20  per  cent.,  till  at 
last  they  A\'cre  advised  by  a sagacious  merchant 
to  bring  money  in  .specie  into  the  bank  to  answer 
their  credit,  this  ]>resently  brought  down  the 
exchange : hence  some  merchants  here  thought 
the  credit  of  the  bank  M^as  impaired,  because  the 
exchange  fell,  mIiou  it  Mas  quite  contrary,  the 
bank  jiaid  money  in  specie  instead  of  M'ritiug  olF 
credit  from  one  to  another,  this  made  tlie  ex- 
change less.”  This  jmssage  is  repeated  Avith  a ; 
fcAV  A'crbal  alterations,  in  a ]>ainphlet  called 
l'2nglan(Tii  glory  hy  a Royal  Bank^  published  in 
1694. 

577.  This  organisation  of  the  Bank  of  Venice 
took  place  in  1587.  The  merchants  Avere  invited 
to  deposit  their  money  in  an  otlice  managed  by 
the  Commissioners  of  the  Fublic  Debts.  They  re- 
ceived a credit  in  the  bank's  Iwoks  equal  to  the 
actual  AA'eight  of  the  bullion  dei»osited,  tor  Avhich 
they  could  ahvays  demand  an  eipial  quantity  of 
bullion  at  any  tinus  or  transfer  it  to  any  one  else. 
4’hns  a uniform  standard  of  payment  was  insured. 
It  Avas  enacted  that  all  bills  on  Venice  should  be 
]iaid  in  bank  money.  By  this  means  the  bank 
money  bore  ahvays  a premium,  compared  Avith 
the  current  money,  of  about  9 per  cent.,  called  an 
agio.  This  bank  did  no  business  on  its  oaa’u 
account,  and  as  it  prttfessed  alM'ays  to  keep  the 
bullion  in  its  vaults,  it  is  clear  that  the  credit  it 
created  Avas  exactly  equal  to  the  bullion  displaced. 
This  is  an  example  of  Mdiat  is  called  the  “ cur- 
rency principle.” 

578.  Although  the  bank  transacted  no  com- 
mercial business  of  its  oavii,  tiie  temptation  of 
using  the  money  deposited  in  its  vaults  Avas  too 
strong  to  be  resisted,  and  on  certainly  tAA'O,  it  not 
three  occasions,  it  suspended  payments.  ^ Besides 
the  suspension  alluded  to  in  Dr.  Lcaa'Is’s  tract 
above  quoted,  in  1678,  it  suspended  payment 
again  in  1691,  and  again  from  1717  to  1739,  Avheii 
the  State  applied  the  money  in  its  vaults  to  the 
purposes  of  Avar.  Mr.  Cantilloii  also  says  that  on 
one  occasion  it  tried  to  raise  a loan  by  creating 
credits  in  the  Bank's  books,  but  this  Avas  done  to 
such  an  extent  that  the  credits  fell  to  a discount 
of  20  per  cent.,  as  compared  Avith  specie.  To 
reiiiedA'  this,  the  State  M as  obliged  to  mortgage  a 
part  of  its  revenue  to  raise  a fund  of  real  current 
specie,  to  purchase  these  transfer  credits,  M'liich 
bad  the  desired  effect  of  bringing  the  credits  to 
par.  The  author  docs  not  give  the  date  of  this 
transaction.  fAjtalysijs  of  Tradcy  ^’C.,  1759, />. 
185J.  The  Bank  was  destroyed  by  the  hrench 
in  1797,  the  same  year  Avith  that  of  Genoa. 


The  Bank  of  St.  Georoe,  at  Genoa. 

579.  The  origin  of  ]uiblic  debts  at  Genoa  is 

even  earlier  than  tiiuse  of  Venice.  In  1148,  the 
Tagurian  Rtqnihlic  conquered  Alnieria  and 
Terrtosa,  in  Spain,  and  found  themselves  greatly 
encumbered  Avith  debt.  Fublic  loans  aaci'C 
created  by  means  of  terminable  annuities,  which 
M’cre  secureil  on  the  taxes  and  customs  dntio. 
Ill  process  of  time  these  loans,  or  greatly 

increased,  and,  in  the  14th  century,  it  Avas 
thought  that  something  must  be  done  to  redueo 
thenrto  greater  order.  In  1346,  it  Avas  ]>roi»osed 
to  consolidate  them,  but  the  plan  Avas  not  carried 
out  then.  ToAvards  the  end  of  the  century  the 
republic  Avas  torn  M ith  internal  dissensions,  mid 
in  1396.  Antoniotto  Adorno,  then  doge  for  the 
fourth  time,  thought  it  aa'OuUI  be  advisable  to 
apply  to  a foreign  pOAA'er  for  protection.  Appli- 
cation Avas  accordingly  made  to  Charles  VI.,  of 
France,  aaIio  sent  Jean  Le  !Maingre,  Marshal  oi 
France,  as  Governor.  At  this  time  there  Avere 
a great  number  of  diflerent  ittticcs  for  theuuiiiage- 
incnt  of  these  loans,  avIucU  Avere  also  called 
compercy  and  for  the  management  of  the  revenue, 
called  by  a A'ariety  of  diftereiit  names.  The 
names  of  tlie  public  creditors  AACre  entered  in  a 
book  called  cartnlarioy  the  credit  vyns  called 
cohmnay  and  tlie  crediti>r,  colonnante.  The  debts 
Averc  diA'ided  into  shares  ot  100  lire  each,  and 
made  transferable  at  M'ill.  At  length,  in  1407, 
tliese  l*>ans  fell  into  great  disorder  from  the 
political  disturbances.  The  Governor  called 
a council  of  the  Ancients,  together  Avith  the 
Ufflzj  di  Provisione  e della  Mimeta.  By  their 
advice,  eight  of  the  most  highly  esteemed  citizens 
Averc  appointed  a committee  to  de\'ise  a plan  to 
extricate  the  republic  from  its  ditficulties.  All 
the  public  debts  Avere  consolidated,  and  all  the 
public  oflices  M'erc  formed  into  one  company, 
Avhich  took  the  name  of  the  Ufficio  di  San 
Giorgio.  The  old  loans  at  7 and  8 per  cent. 
AA'ere  paid  off,  and  a iioav  single  stock  at  6 per 
cent.  Avas  created.  The  company  gradually 
acquired  great  privileges  and  ]>oAver,  they  Avere 
entrusted  Avith  the  collection  of  the  revenue,  ami 
were  eiidoAved  M ith  civil  and  criminal  poAvers  in 
all  matters  relating  to  tlie  taxes. 

580.  In  1453,  Pietro  Fregoso  AA  OS  doge.  Tlie 
republic  Avas  distracted  Avith  internal  dissensions, 
i and  the  expense  of  the  Avar  Avith  Mahomet  IL, 
Avho  Avas  besieging  ConsUntinople,  and  the 
Genoese  settlement  of  Pera.  The  government 
ceded  to  the  Company  of  St.  Giorgio  Pera,  and 
its  other  colonies  in  the  Black  Sea,  in  full  pro- 
perty. In  the  siune  year  it  Avas  unable  to  main- 
taiu'its  authority  over  Corsica,  and  it  also  ceded 
it  to  the  Company,  Avith  full  poAver  to  equip  all 
forces  necessary  to  preserve  these  possessions. 
The  Company  Mas  so  embarrassed  by  the  ex- 
penses of  these  ac(|uisitions,  that  it  Avas  unable 
to  pay  any  di\'idend  on  its  shares  in  1456,  and 
it  obtained  the  Pope's  leave  to  suspend  their  pay- 
ment for  three  yeiu*s.  In  1479,  it  Avas  further 
released  from  i>aying  any  stated  dividend  in 
future,  and  alloAved  to  divide  Avhatevcr  profits 
there  miglit  be  for  the  year.  In  the  same  year  a 
distinguished  citizen,  named  Lodovico  Fregoso, 
took  Sarzana  by  stratagem  from  the  Florentines, 
and  the  state  being  too  weak  to  defend  it,  ceded 
I it  to  the  Company.  In  a short  time  it  also  ob- 
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tainctl  Scrravallo,  Ca?tclnr>vo,  Ortrmovo,  and  S. 
Stefauo.  In  151*2,  I’ieve  del  ricc.o,  with  tho 
territory  attached  to  it,  was  also  jrivon  over  to 
it.  In  1514,  it  acciuired  Veutiinijrlia  and  its 
territory,  and  iu  1515,  Levanto  and  its  territory. 
“ In  short,"  says  Machiavelli,  (Isiorie  Floren- 
tine^ lib.  j'lll.)  “tho  Company  being  always 
wealthy  and  well  managed,  w'as  able  to  make 
constant  advances  to  the  city,  which  w'as  always 
in  difficnlties.  The  city  first  conceded  the  cus- 
toms to  the  company,  as  security  for  the  loans, 
then  she  assigned  towns,  castles,  and  territories, 
so  that  the  company  had  at  that  time,  under  its 
administration,  the  greater  jiart  of  the  lands  and 
cities  of  the  Genoese  dominions.  Every  year  it 
sent  its  deputies,  selected  by  vote,  without  tho 
interference  of  the  state.  And  tlie  citizens  gi*eatly 
preferred  the  rule  of  the  company  to  that  of  the 
state,  on  account  of  the  tyranny  of  the  latter, 
and  the  excellent  regulations  of  the  former.  The 
company  did  not  interfere  in  the  political  contests 
itself,  but  it  was  powerful  enough  to  compel  the 
successful  party  to  respect  its  law's.  Thus  this 
company  exhibited  an  extraordinary  spectacle, 
which  no  philosopher  had  ever  imagined,  namely, 
within  the  same  state,  and  among  the  same  citi- 
zens, there  was  liberty  and  tyranny,  justice  and 
licence,  and  order  and  disorder,  for  the  company 
alone  maintained  in  the  city  many  ancient  and 
venerable  customs, — and  if  it  should  hai)]>en,  as 
was  extremely  probable,  that  the  company  should 
obtain  possession  of  the  whole  city,  Jlachiavelli 
expected  that  Genoa  would  become  even  more 
illustrious  than  Venice.  Notwithstanding  this, 
the  company  found  that  the  administration  of 
these  territories  was  ruining  its  finances,  and  in 
156*2  it  restored  them  to  tho  state.  In  1539,  the 
debts  w'hich  had  been  redeemable  "were  changed 
into  perpetual  annuities,  the  operation  was  called 
mo{j;no  contratto  di  coufiolidaziohe^  and  the  com- 
pany W'as  put  in  full  possession  of  76  kinds  of 
taxes,  and  customs  duties. 

581.  All  this  time  the  Company  was  in  no 
sense  W'hatever  a bank,  nor  ever  called  by  that 
name.  It  was  called  tlie  C(isa^  or  Ufficio  di  S. 
Giorfrio  or  the  Administratori  delle  Compere  di 
S.  Giorgio^  and  its  financial  business  was  to 
collect  the  taxes,  and  pay  the  dividends  upon 
their  shares.  In  1674,  they  presented  a petition 
to  the  Government,  to  be  allowed  to  set  up  a 
bank,  w'hich  was  granted  in  1675.  And  this  is 
the  true  date  of  the  formation  of  the  Baxk  of 
St.  George.  It  was  decreed  that  by  means  of  the 
Bank  or  its  credit,  or  by  means  of  the  books 
of  S.  (iiorgio  and  their  notes,  all  bills  of  ex- 
change, and  mercantile  obligations,  how'cvor  small, 
and  all  pa^'meiits  due  in  the  city  from  all  parts 
of  the  W'orld  sliould,  be  paid.  The  Bank’s  notes 
■were  made  the  only  legal  tender  in  the  city  ftn* 
all  payments  above  100  lire,  and  they  were  to  be 
received  in  payment  of  all  taxes  at  the  treasury. 
This  Bank  in  a very  sl*ort  time  acquired  great 
credit,  and  its  business  increased  so  ra])idly,  that 
it  W'as  obliged  to  open  four  additional  offices. 

582.  This  Bank  was  at  the  height  of  its  power 
and  reputation  when  Law  visited  Genoa,  and  | 
there  is  every  reas<3ii  to  believe  was  what  fur-  j 
nished  him  with  the  model  of  what  he  afterwards 
attempted  to  carry  out  on  a much  greater  scale  in 
Baris,  and  which  ended  iu  so  great  a catastrophe. 
The  Bank  coutiuucd  to  flourish  till  Genoa  w'as 
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captured  by  the  Austrians  in  1746.  It  had 
advanced  15  millions  of  lire  to  sustain  the  war, 
and  it  had  ^pent  not  only  its  own  money,  but  also 
1,333,088  lire  of  its  depositors.  The  Austrians 
plundered  it,  and  it  wms  obliged  to  suspend  pay- 
ments. In  1750,  the  Senate  ordered  all  the  note- 
holders to  inscribe  their  names  in  a register, 
called  Monte  di  Consermzione^  the  debts  were 
capitalised  in  shares  of  200  lire,  which  were  to 
be  gradually  redeemed  by  lot.  Other  of  its  ob- 
ligations, called  pnghe^  were  also  due  to  the 
amount  of  64,000  lire.  'J'hese  were  also  ca|iital- 
ised,  as  a l^fonte  Paghe^  on  the  same  terms  as  the 
others,  and  tlie  shares  Avere  made  transferalile 
like  stock.  In  1 777,  there  were  only  2,251  shares, 
and  7,663  pagho  unpaid,  and  they  Avere  then  coii- 
A'erted  into  public  stock. 

583.  In  1794,  Genoa  Avas  iuA^oh'cd  in  tlie 
Avar  of  the  Revolution,  and  it  Avas  taken  by  tlie 
French  in  1797,  avIio  immediately  abolished  tlie 
Company  ol  St.  George.  The  public  debts  Avere 
]>laced  und*T  the  protection  of  the  honor  of  the 
State,  and  ihe  circulation  of  its  notes  jirohibited. 
In  1799,  the  sale  of  all  its  effects  Avas  ordered  in 
order  to  discharge  its  obligations,  but  commerce 
was  so  utterly  ))rostratcd,  that  its  property  A^  as 
sold  at  a very  low'  A'ulue,  and  tlic  ]u*oceeds  Av<*re 
insufficient  to  satisfy  all  its  creditors.  Tims 
ended  this  exti*uordinarv  corporation.  Attemjus 
AA-ere  made  in  1804,  and  iiil8l4,  to  resuscitate  it, 
but  they  failed. 

Leggi  e regolamerUi  di  S.  Giorgio.  Genova, 
1605. 

Ilelazione  sngli  ujficiiy  luoghi,  enfrota  r 

redditi  delle  i Ompere  diS.  Giorgio  fatto  al  Governo, 
1597. 

Relnzione  sopra  S.  Giorgio  fatto  al  Goreruo 
nel  1681, 

These  tw'o  treatises  are  in  IVIS.  in  the  possession 
of  Signor  Curio  Cuneo  of  Genoa. 

Saggio  s(>pra  la  hanca  di  S.  Giorgio.  By 
Count  Luigi  Corvetto.  Genoa,  1798. 

Discorso  intomo  alle  compere  di  S.  Giorgio. 
By  Gerolamo  Serra,  in  the  4tli  volume  of  liis 
History  of  Genoa. 

Memorie  aopra  T antico  dehito  p7ihhUco^  muini^ 
compere^  e Ikinca  di  S.  Giorgio  in  Genova.  By 
Carlo  Cuneo.  Genoa,  1844. 

In  Saveden. 

584.  The  Bank  of  Stockholm,  founded  in  1 668, 
is  remarkable  as  being  the  first,  Avhich,  according 
to  the  testimony  of  Law,  (Memoires  aur  les 
Bavques^  p.  523.  Fdit.  Gnillanmin.  1851 ). 
Voltaire,  ( llistoire  de  Charles  XII.  p.  33., 
Edit.  1785.J,  and  Hume,  ( Life^  by  J.  II.  Burton, 
Vol.  II.,  p.  459 J invented  bank  notes  in  Europe. 
The  money  t if  Sw'eden  was  of  copper,  and  very 
inconvenient  to  make  large  payments  with.  A 
cai’t  Avas  reipiired  to  carry  a moderate  amount  of 
it.  To  remedy  this  inconvenieuce  a public  bank 
was  established,  iu  Avliich  the  merchants  dcposite<l 
tlieir  copper  money,  and  received  bank  notes  in 
rotiirn  for  it,  Avhich  Avore  used  in  payments  all 
througli  tlie  country.  Payments  were  also  made 
by  transfers  in  its  books.  In  1726  an  edict 
enacted  that  the  notes  should  be  taken  in  pay- 
ment of  bilh  of  exchange.  This  bank,  although 
first  instituted  as  one  of  deposit  only,  seems  after- 
wards to  haA  c done  commercial  business,  “ For," 
says  M.  Gustave  du  Ihiynode,  ( De  la  Monnaic^ 
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/).  136, ) it  lent,  not  only  on  bullion  and  other  , 
inerchaudise  not  subject  to  deterioration,  but  also  1 
on  veal  pi*i>pert\%  to  the  amount  of  tlireo -fourths 
of  its  value."  In  17-VJ  this  had  gone  on  to  such  , 
an  extent  that  it  gave  rise  to  great  alarm;  tlie 
bank's  funds  AVore  dee]>ly  engaged  in  such  loans, 
and  the  owners  of  the  property  Avero  unable  to 
redeem  them.  In  1754,  the  debtors  Avere  alloAved 
to  pay  their  obligations  by  annual  instalments  of 
of  live  per  cent.  We  have  read  somewhere,  but 
lost  the  referonee,  that  Avlieu  the  exchanges  Averc 
against  the  country,  this  bank  used  to  suspend 
]>avments  to  iirevent  the  drain.  AVe  much  regret 
that  so  little  is  knoAvn  in  this  country  of  the 
Political  Economy  of  SAvedeu,  Avherc  the  third 
chair  of  the  science  Avas  founded,  and  Avherc  it 
is  said  to  ha\'e  been  cultivated  Avith  considerable 
diligence. 

Ix  Holland. 

585.  In  Cisalpine  countries  the  business  of 
Ba.sking  seems  to  huA’c  been  first  practised  by 
the  Dutch.  And  it  AA'as  from  them  that  several 
English  Avriters,  in  the  beginning  of  the  17th 
century,  acquired  their  kiioAvledge,  and  wished  to 
iiitnidncc  the  business  into  England.  Malyues, 
iu  his  Consnetudo,  vA  Lex  Mercatoria,  iniblislicd 
in  1622,  ex]dains  their  method  of  doing  busiiie.ss. 
Tliey  did  nut  issue  notes,  nor  had  they  iin-ented 
cheques.  AVhen  a merchant  had  sold  any  of  his 
credit  in  the  banker's  books,  it  Avas  his  custom  to 
go  ami  tell  him  to  w'honi  the  credit  AA'as  to  be 
transferred.  The  inconvenience  of  this  w'as 
obvious,  and  they  subsequently  either  invented 
cheques,  or  adopted  them  from  the  Italians. 
John  Law,  Avritiug  iu  1715,  says  that  cheques 
Avere  not  then  used  in  England,  and  describes 
the  superiority  of  the  Dutch  method  of  doing 
business.  At  the  end  of  the  16tli  century,  it  AA'as 
contemplated  to  establish  a bank  of  deposit  at 
Amsterdam,  Imt  the  intention  Avas  not  carried 
out  till  1609,  when  a considerable  number  of 
bankruptcies  took  place.  An  account  of  the 
Bank  of  Amsterdam  is  given  by  Adam  Smith, 
Book  IX.,  c.  3.  It  received  all  coins,  foreign  and 
domestic,  at  their  actual  AV'eight  in  bullion,  and 
gave  the  depositors  credit  in  its  books  to  that 
amount.  A small  deduction  Avas  made  for  the 
expense  of  management.  This  credit  was  called 
bank  money,  and  as  it  aUvays  represented  the 
real  weight  of  bullion,  it  aa'US  usually  at  an 
agio  of  about  9 per  cent.  aboA'c  the  current  w'orn, 
clipt,  and  degraded  coins.  It  Avas  enacted  that 
all  bills  upon  Amsterdam,  aboA’C  the  value  of  600 
guilders,  should  be  paid  in  bank  money.  The 
bank  also  received  gold  and  silver  bullion  at  a 
discount  of  5 per  cent.,  and  gave  the  depositor  a 
transferable  receipt  enabling  the  bearer  to  demand 
the  bullion  at  any  time  Avithiu  six  mouths,  upon 
re-transferring  to  the  l)ank  an  amount  of  bank 
money  equal  to  the  credit  originally  given  for  the 
bullion,  and  paying  one-fourth  per  cent,  for 
silver,  and  one-half  percent,  for  gold  bullion.  If 
the  term  expired  without  payment  of  this  pre- 
mium, the  bullion  belonged  to  the  bank  at  the 
price  of  the  credit  gi\'en. 

586.  So  far  all  is  clear.  But  Adam  Smith 
then  goes  on  to  make  a statement  which  seems  to 
us  to  be  perfectly  unintelligible.  He  says,  “The 
person  Avho,  by  making  a deposit  of  bullion, 
obtains  both  a bank  credit  and  a receipt,  pays  his 


hills  of  exchange  as  they  become  due  leith  his  hank 
credit,  and  either  sells  or  keeps  his  receipt,  ac- 
cording as  he  judges  that  the  price  of  bullion  is 
likely  to  tall  or  rise.  ‘'Fhc  receipt  and  the  bank 
credit  seldom  keep  long  together,  and  there  is  no 
occasion  they  should."  Surely  there  is  some 
extraordinarA'  error  here.  Hoav  can  a man,  upon 
a deposit  of  £100,  receive  both  a transferable  re- 
ceipt, and  also  a bank  credit  for  an  equal  amount? 
That  is  as  much  as  to  say  that,  for  every  depi'sit, 
a man  receiA'cd  credit  to  tiricc  the  amount.  lids 
part  of  Adam  Smith’s  account  of  the  bank’s  tran- 
sactions, seems  to  us  to  be  w'holly  unintelligible. 

587.  The  Bank  of  Amsterdain  professed  to 
be  a pure  Bank  of  Deposit,  that  i.s,  to  make  no 
use  of  its  funds,  but  to  keep  in  its  A*anlts  an  equal 
amount  of  coin  or  bullion  to  all  its  obligations. 
Its  stability  was  scA'ereiy  tested  in  167*2,  in  the 
French  invasion,  when  every  one  rushed  to  de- 
mand his  deposit.  They  Averc  found  perfectly 
intact,  and  of  course  this  greatly  raised  the  credit 
of  the  Bank.  It  became  the  great  warebousc^for 
bullion  for  foreigners,  as  well  as  natives, 
w'ithstanding  its  professions,  and  the  solemnities 
Avith  Avhich  each  successiA-e  magistracy  at  Ams- 
terdam swore  to  keep  the  treasure  intact  in  the 
Bank’s  vaults,  John  Law  shrcAvdly  suspected 
that  they  did  lend  it  out,  and  this  was  fully  prov- 
ed iu  1794.  They  had  for  a very  long  series  of 
years,  notwithstanding  all  their  oaths,  been  ad- 
vancing large  sums  to  the  government,  and  to 
the  Dutch  East  India  Company,  as  Avell  as  to 
different  municipalities  in  Holland,  The  first 
shock  was  given  to  its  credit  in  1790.  In  that 
year,  f Davies,  Hist,  of  Holland,  Vol.  III.  ;?557. 
Edit.  1851 ) the  East  India  Company  found 
themselves  in  gi*eat  difficulties.  For  many  years, 
they  had  been  suffering  a heavy  annual  loss,  aud 
had  only  been  supported  by  clandestine  loans 
from  the  Bank,  contrary  to  the  oaths  of  its  Direc- 
tors. In  December,  1790,  the  Bank  found  itself 
in  imminent  peril  from  these  perpetual  adA'ances, 
and  it  suddenly  announced  that  it  would  in 
future  fix  the  price  at  which  it  AA'ould  pay  out  the 
silver  held  iu  deposit.  The  first  price  fixed  in- 
flicted on  its  holders  a loss  of  10  per  cent.,  and 
it  refused  to  pay  any  deposits  of  less  than  2,500 
florins.  This,  which  was  nothing  less  than  an 
open  bankruptcy,  excited  the  utmost  astonish- 
ment and  alarm,  "its  receipts  immediately  fell  from 
5 per  cent,  above  par  to  one-half  discount.  This 
of  coarse  brought  a run  upon  it,  and  after  a short 
time  the  order  Avas  rescinded.  The  public,  Avho 
at  that  time  had  no  knoAvlcdge  of  its  illegal  pro- 
ceedings, and  had  no  ostensible  cause  of  distrust, 
was  pacified  for  the  time.  In  1794,  the  French 
entered  Amsterdam,  and  upon  investigating  the 
affairs  of  the  Bank,  found  that  it  had  advanced 
nearly  11  millions  of  florins  to  the  East  Indian 
Company,  and  various  cities.  This  of  course 
was  fatal  to  the  Bank,  aud  its  notes  immediately 
fell  to  a discount  of  16  per  cent. 

588.  We  need  not  cuter  into  any  further 
details  of  the  origin  or  history  of  banking  in 
other  countries,  as  Avhat  we  have  already  given 
sufficiently  illustrates  the  different  principles 
adopted,  which  is  our  main  object.  While  avc 
have  shewn  tlie  extreme  erroueousue^s  of  the 
current  opinions  regarding  the  early  origin  of 
some  of  the  most  celebrated  banks,  Ave  may  say 
that  the  Bank  of  Barcelona  was  iu  reality  the 
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oldo.st  In  Europe.  It  was  founded,  Capmany  tolls 
us,  ill  1401,  by  tlie  municipality,  for  the  use  of 
the  merchants.  It  was  a liaiik  botli  of  deposit 
and  discount,  and  the  property  of  the  city  was 
])Ied)fed  for  the  security  of  the  depositors.  It 
w'as  thus  founded  18(>  years  before  that  of  Venice, 
and  274  years  before  that  of  St.  George.  The 
Bank  of  Hamburgh  was  founded  in  1619,  on  the 
model  of  that  of  Amsterdam.  The  only  pecu- 
liarity in  it  Wiui  that  it  gave  credit  on  the  deposit 
of  jew'els,  as  Avell  as  bullion.  It  is  said  to  be 
nearly  the  only  one  of  the  old  batiks  in  Europe 
which  still  survives.  For  further  information  see 
Bill  Brokee  ; Chedit  ^Mouilier  ; Currency, 
Paper;  Exchange  Banks  ; Land  Bank;  Law; 
Monte  di  Pieta  ; Savings  Bank. 

BANK  MONEY.— The  first  Banks  of  Deposit, 
such  as  those  of  Venice,  Amsterdam,  Hamburgh, 
&c.,  received  coin  and  Imlliou  from  the  merchants, 
and  gave  them  a credit  in  their  books  for  an  eiiual 
quantity  of  bullion  liy  weight,  payable  on  demand. 
These  credits  were  called  Bank  Money,  uMonefa 
di  Banco.  All  bills  of  exchange  drawn  upon  the 
merchants  of  these  cities  were  made  payable  iii 
this  Bank  Money,  because  it  iusiired  a uniform 
standard  of  payment.  These  banks,  however, 
did  no  discount  luisiiicss,  they  merely  received  a 
certain  quantity  of  bullion,  which  they  professed 
to  keep  in  their  vaults,  and  gave  an  equal  credit 
for  it.  Consequently  this  transaction  did  not 
increase  the  quantity  of  the  currency.  It  has 
been  supiiosed  that  our  English  banks,  wliicli  do 
not  issue  notes,  are  similar  to  those  Banks  of 
Deposit.  But  this  is  a very  grievous  error; 
because  onr  batiks  not  only  create  credits,  or 
bank  money,  by  the  purchase  of  bullion,  but  by 
the  discount  of  bills  of  exchange.  In  fact,  by  far 
the  larger  purtiuii  of  what  are  called  deposits  in 
banks,  are  merely  credits  created  hy  the  discount 
of  hiUsy  though  they  are  invariably  treated  by 
English  writers  as  deposits  of  cash.  IIow'  erro- 
neous this  is,  is  shewn  in  the  article  Bank, 

BANK  NOTE. — A Bank  Note  is  a protnissory 
note  issued  by  a banker,  or  banking  compain% 
and  is  usually  in  the  form  of  a promiss(»ry  note 
payable  to  bi'arer  on  demand.  It  is  the  highest 
and  most  pow'erful  instrument  of  credit,  and  is 
more  generally  regarded  as  a substitute  for 
money  than  any  other. 

2.  Although  a Bank  Note  is  usually  in  the 
form  of  a promissory  note  of  the  banker  jia^-ablc 
tit  hearer  on  demand,  yet  it  is  quite  clear  that  the 
form  of  the  instnimeut  is  immaterial,  any  engage- 
ment of  the  banker,  or  liability,  is  equally 
cifective.  The  Bank  Charter  Act  of  1844,  w'as 
passed  for  the  express  purpose  of  preventing  the 
creation  and  issue  of  Bank  Notes.  That  Act  only 
contemplated  Bank  Notes  in  the  fonu  of  promis- 
sory notes  payable  to  bearer  on  deniaiul.  It  was 
soon  seen  that  the  Act  might  be  evaded  by 
bankers  giving  their  obligations  in  forms  which 
were  not  Bank  Notes.  Thus,  a cheque  upon  a 
lianker  payable  to  bearer  on  demand,  and  accepted 
by  him,  is,  to  all  intents  and  purposes,  a Bank 
Note.  Many  country  banks  had  begun  to  issue 
obligations  in  such  a form,  wliich  was  a clear 
contravention  of  the  iiiteutiou  of  the  Bank  Act.  , 
In  order  to  put  a stop  to  tliis,  the  Stamp  Duties  1 
Act,  Statute  1854,  c.  83,  s.  11,  defines  what  shall 
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bo  considered  a Bank  Note.  It  snvs,  “ In  order 
to  prevent  evasions  of  the  regulations  ami  pro- 
visions of  Ihe  said  respective  Acts,  it  is  expedient 
to  define  v,hat  shall  be  deemed  to  be  Bank  Notes 
within  tile  meaning  tliereof  respectively.  Be  it 
enacted,  that  all  bills,  drafts,  or  notes,  (otlier 
than  notes  of  the  Bank  of  Eiiglaml),  which  shall 
be  issued  by  any  banker,  or  the  agent  of  any 
banker,  for  the  payment  of  money  to  the  bearer 
on  demand;  and  all  bills,  drafts,  or  notes  so 
issued,  which  shall  entitle,  or  be  intended  to 
entitle  the  bearer  or  holder  thereof,  without 
endorsement,  or  without  any  further  or  other 
emlorsement  than  may  be  thereon  at  the  time  of 
tlie  issuing  thereof,  to  the  payment  of  any  sum  of 
money  on  demand,  w hether  the  same  shall  be  so 
expressed  ( r not,  in  w hatever  form,  and  by  winmi- 
soevor  such  bills,  drafts,  or  notes,  shall  be  draw  n, 
or  made,  shall  be  deemed  to  be  Bank  Notes  of  tlio 
banker  by  wiiuin  or  by  whitse  agent  the  same 
shall  be  issued,  w ithin  the  meaning  of  the  Bank- 
ing Acts.*’ 

3.  Baiil  Notes  arc  one  of  the  varieties  of 
promises  t(- pay,  one  of  the  two  grand  divisions 
into  whieh  all  instruments  of  credit  are  divided. 
(Promissory  Notes).  It  is  alleged  that  they 
W'cre  first  ined  in  Sweden.  (Bank  or  Sweden). 
Promissory  notes  w*ere  not  recognized  as  part  of 
the  law  merchant  in  this  country  till  a very  long 
time  after  bills  of  exchange,  although  they  were 
in  common  use  in  Holland  in  the  early  part  i»f  the 
17th  century.  JMalynes,  in  his  Lex  Mercatoritf^ 
published  in  1622,  describes  the  bills  obligatory, 
or  of  debt,  then  in  use  among  the  merchants 
Amsterdam,  Middleborough,  and  Hamburgh,  and 
strongly  advocates  their  iiitroductiou  into  Eng- 
land. But  the  banks  in  Holland  at  that  time  did 
not  use  them,  (Malynes).  It  was  about  1673 
that  the  goldsmiths  or  bankers  began  to  shorten 
their  notes  into  the  present  form,  but  it  w as  hnig 
before  the  law  would  sanction  them,  and  w heii 
the  Bank  of  laigland  W’as  founded  in  1694,  it  was 
necessaiy  to  insert  a clause  to  legalize  its  notes, 
and  to  mako  them  transferable  by  imiorsemeut. 

4.  The  subject  of  Bank  Notes  might  no  doubt 
be  discussed  under  the  general  terms  Credit,  or 
Promissory  Notes,  but  there  has  been  so  much 
controversy  respecting  them,  and  tlieir  nature, 
that  it  w'ill  be  more  convenient  to  discuss  them 
separately,  and  to  examine  the  opinions  of  some 
writers  respecting  them.  To  investigate  ami 
understand  thoroughly  the  nature  of  Bank  Notes, 
and  the  fum  tions  they  perform,  will  involve  some 
of  the  fundamental  conceptions,  and  several  of 
the  greatest  subtleties  in  Political  Ee<juomy,  and 
a full  di.scussion  of  the  subject  w'ill  clear  our  way 
to  strike  at  ^ome  very  prevalent  fallacies. 

5.  We  have  pointed  out  (Preliminary  Dis- 
course; Ccrrency;  Turgot;)  the  immense 
service  Tiugot  did  to  the  science  of  Political 
Economy  by  establishing  the  proi>ositiou  that 
money  is  a separate  and  inde])ei]dimt  article  of 
value.  The  great  fallacy  which  he  snccessfuily 
combated  was  that  money  was  the  siyn  or  repre- 
sentative of  value,  (Montesuuiku),  and  it  was 
upon  tliis  fumiainental  misconception  that  John 
Law’s  theory  of  money  is  fomuled.  Because  ho 
argued  this  way,  that  money  being  only  Ihe  siy^n 
or  representative  if  value.,  or  the  representative  of 
material  wealth,  it  was  of  iioconseitueiice  of  what 
material  money  was  made,  and  that  there  might 
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be  as  much  money  as  there  was  material  wealtli, 
and  consequently  that  as  much  pai»er 
might  be  created  as  would  represent  all  the 

material  wealth  of  the  country. 

6.  Turgot  struck  at  the  root  of  this  fallacy  by 
shewing  tliat  money  is  not  a or  rc/oe- 

of  value,  but  an  independent  article  ol 
value  itself.  He  says,  of  gold  ami  sih  ei,  “ Ils  ne 
soiit  point,  coinme  bieii  des  gens  lont  imagine, 
des  sigiies  de  valeurs ; ils  out  eux-meme.s  une 
valeur.  S'ils  sont  susceptibles  d'etre  la  mesure 
et  Ic  gage  des  autres  valours,  cette  propriete  leui 
est  commune  avec  tons  les  autres  objets  qui  out 
line  valeur  dans  le  commerce,”  (Sur  la  fornnitwn 
et  la  distribution  des  richessesy  § 45),  and  this  doc- 
trine has  been  approved  of,  and  adopted  bv  ail 
economists  of  any  note  since  bis  day.  ihis 
principle  is  the  foundation  stone  ot  lolitical 
Economy.  But  Turgot  left  his  work  incomplete  ; 
lor  it  is  not  enough  to  shew  that  money  is  an 
article  of  independent  value,  but  it  is  also 
necessary  to  shew  how  much  money  is  rc<iiured. 
And  that  we  have  done  in  our  El^menU'  oj  i oh- 
ticul  Economy,  and  in  the  arliele  Currency. 
AVe  have  shewn  that  when  an  exchange  ot  equal 
values  in  commodities  takes  place  there  is  iio 
room,  or  necessity,  for  money,  but  that  when  an 
unet/ual  exchange  takes  place,  tlieu  a certain 
oiiautity  of  money  is  required  to  make  up  the  . 
llalauce.  Hence,  tlie  (luantity  of  money  required 
is  the  quantity  of  debt  that  would  ensue  il  theie 
was  no  money,  and  thus  il  is  in  its  nature  a 
general  instrument  of  credit,  as  Burke  and  Adam 
Smith  saw.  Hence,  we  not  only  shew  that 
money  is  an  independent  quantity,  but  we  also 
shew  the  quaiititv  of  it  that  is  required. 

7.  But  the  very  same  authors,  lurgot,  and 
J B Sav,  who  have  done  so  much  to  lay  the 
comer  sUme  of  Political  Economy  with  respect 
to  monev,  are  the  very  ones  who  have  done  in- 
calculable mischief,  and  are  the  authors  ot  im- 
mense error  with  respect  to  credit,  and  ot  exactly 
the  same  nature,  Ido,  as  what  they  delivered  the 

world  from  with  respect  to  money. 

8.  Up  to  a comparatively  recent  time  it  was 

always  ciistuiiiary  to  consider  an  mstrumeiit  ot 
credit  as  representing  goods;  thus  a bill  ot 
exchange  was  uni^■ersally  treated  representing 
the  goods  which  it  was  exchanged  tor.  Ihis 
fallacy,  however,  is  now*  slowly  and  graduall} 
liisoL-rsiug.  Mr.  Thornton,  in  his  cssay^  upon 
Ikiper  Credit,  was  among  the  first  to  notice  it, 
ami  at  the  present  day  it  is  only  very  careless 
and  ill  informed  writers  who  speak  ot  bills,  ot 
exchange  as  representing  commodities.  It  is 
perfectly  well  understood  that  there  is  no  con- 
iiectioir  whatever  between  a bill  ot  exdiange 
ami  the  goods  it  purchases,  or  is  cxchangea  tor. 
Nor  does  a bill  of  exchange  represeid  money, 
because  there  is  no  connection  belw*eeu  it  uml  any 
particular  money,  but  it  is  only  an  engagement 
to  pay  monev,  and  derives  its  whole  value  trom 
the  belief  that  at  a particular  time  it  Avill  be  ex- 
changed for  money.  Thus,  the  clouds  ot  error 
slowly  disperse,  and  by  toilsome  marches  pro- 
gress is  at  lengtli  etl’ected.  , . , . c .. 

^ 9 But  this  identical  fallacy,  winch  was  first 
disiielled  with  respect  to  money,  and  next  with 
regard  to  bills  of  exchange,  is  still  almost  um- 
versallv  prevalent  with  regard  to  Bank  Note^. 
Bank  Notes  are  a promise  to  pay  money  on 


demand,  and  a banker  is  bound  to  have  money 
to  pay  them  with  on  demand,  and  conso<|ueutly 
tliev  are  supposed  to  rejo'csent  mouev.  But  this 
is  a profound  delusion.  Bank  Notes  do  not  repre- 
sent at  all.  Instruments  ol  credit  are  not 

i or  representatives  of  value,  as  even  the  best 

' w riters  too  often  say,  but  they  are  independent 

articles  of  value  themselves. 

10  In  this  article,  as  well  as  those  on  Bills 
OF  Exchange,  Credit,  ami  Promissory  Notes, 
w-e  shall  endeavoui*  to  complete  the  work  begun 
by  Turgot,  wdtli  respect  to  money,  by  extending 
its  arguments  to  instruments  ot  credit.  ^ 

11.  AA'hen  tw'O  ideas  are  superficially  similai, 
but  reallv  distinct,  the  be^t  way  to  exhibit  the 
ditFerence^  is  to  bring  them  into  the  closest  con- 
trast. AA'e  shall,  therefore,  enfoi'ce  the  diKtrine 
just  stated,  by  contrasting  Bank  Notes  with 
another  class  of  negotiable  instruments,  with 
which  they  are  very  often  confounded,  l>ut  Inuii 
which  tliev  are  nevertheless  tundiuneiitally  dis- 
tinct ; and  upon  the  confusion  of  w Inch  Law  s 
theory  of  money  is  based.  These  other 
liable  instruments  are  Bills  ot  Lading,  and  Dock 
AA’arrauts,  (Bill  of  Lading; 
which  have  some  points  of  resemblance  with  bills 
of  exchange,  and  are  often  supposed  to  be  ol  the 
same  nature.  The  instrument  of  credit,  however, 
whieli  a Bill  of  Lading,  or  a Dock  AV arrant,  most 
resembles  is  a Bank  Note,  and  we  shall  now  con- 
trast  them.  , , . , . 

12.  AVhen  property  is  deposited  in  the  ware- 
house of  a dock,  the  owucr  of  it  receives  a papor 
called  a Dv)ck  AVarrant,  which  he  can  trauster  by 
endorsement  to  any  one  else,  w ho  can  endorse  it 
over  to  any  one  else,  and  so  on.  Or  a shipimu'ter 
^dves  a recldpt  for  the  goods  he  receives  on  boanl, 
called  a Bill  of  Lading,  which  the  owner  of  the 
goods  can  transfer  by  cudorsemeut  to  anv  one 
else,  and  so  on.  And  any  liolder  of  the  Dock 
AVarrant,  or  Bill  of  Lading,  may  have  the  goods 
on  demand.  These  instruments  represent  goods. 
AVlieu  a customer  deposited  money  in  a Bank,  he 
received  ail  equal  amount  of  Bank  Notes,  wdiicli 
formerly  he  could  transfer  by  emlorsement  to  any 
one  else,  who  might  endorse  them  to  any  one  else, 
and  so  on,  and  the  liolder  of  the  note  might 
demand  payment  of  it  on  demand  from  the 
banker.  In  modern  times,  it  is  true,  the  endorse- 
ment of  a Bank  Note  has  fallen  into  disuse,  but 
when  they  w'cre  introduced  it  w as  indispensable, 
and  it  in  no  way  aftects  tlie  question  \ye  are  dis- 
cussing. Now,  because  the  holder  of  a Bill  ot 
Lading,  or  a Dock  Warrant,  can  obtain  the  gootls 
on  demand,  and  the  holder  ot  a Bank  Note  can 
obtain  money  on  denuLiid,  and  they  are  all  nego- 
tiable instruments,  it  is  a very  common  opinion 
that  these  instruments  are  all  ot  the  same  nature, 
and  that  as  Bills  of  Lading  represent  goods,  so 
Bank  Notes  represent  imuiey. 

13.  It  is,  nevertheless,  one  of  the  most  lumla- 
menlal  concei»tious  in  Political  Econoiu},  that 
these  instruments  though  presenting  some  poiiiU 
of  superficial  rej-eiublauce,  are  yet  fuudameiiially 
distinct.  And  to  uiidcrsland  the  nature  ot  this 


uisiiuet.  ..V.  

distinction  is  the  basis  ot  tlie  theory  ot  money 
The  confusion  of  these  two  things  is  at  the  Toot  ot 


tw*o  very  opposite  schools  of  error,  for  it  is  upiui  not 
comprehending  this  distinction  iliat  the  schemes 
id  ba.sing  paper  currency  ui>oii  laud,  upon  commo- 
dities, and  upon  the  public  funds,  ai*e  founded, 
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wJiicli  U La^\’s  Tlirovy  of  ^loney,  wltkh  1ms  led  to 
so  many  eatastrojilies,  mid  wliieli  is  at  the 

ro(tt  of  imuh  (»f  the  vice  (»f  American  lnuikiii", 
lint  the  same  fallacy  is  also  at  the  root  of  a very 
opposite  school  of  error — namely,  that  of  the 
currency  priud]de.  One  ]iarty  \Vish  to  confine 
bank  notes  to  the  exact  annmnt  of  specie  they 
displace,  the  other  party  wish  to  extend  the  issue 
of  jiaper  money,  so  as  to  rej/rc.sf  nt  all  values,  as 
well  as  specie,  or  to  mobilize  all  values,  as  their 
jarj^oii  is. 

^ 14.  In  order  to  exhibit  clearly  the  fundamental 
distinction  between  these  two  species  of  imjter 
instniinents,  we  shall  shew  how  each  arises. 

■\\'hen  a man  delivers  j:oods  to  another,  to 
carry,  or  to  keep  for  him,  it  is  termed  in  law  a 
Baii.ment.  Though  the  bailee,  or  the  person  to 
wliom  tlio  gCKids  are  entrusted,  grants  a receipt 
ft*r  lliein,  which  may  be  transferable  bv  indorse- 
ment, and  lie  may  engage  to  deliver  tlmm  to  any 
]>erson  ti.)  whom  this  receipt  may  be  lawfnlly 
transfeiTcd,  the  receipt  and  the  goods  constitute 
one  property.  The  bailee  has  no  property  in  the 
giHMls,  but  merely  the  duty  to  keep  them  safely, 
and  deliver  them  to  the  true  owner  on  demand. 
The  actual  property  of  the  goods  goes  ■with,  and 
is  inseparable  from,  the  Bill  of  Lading,  or  the 
Dock  arrant,  which  is  therefore  truly  said  to 
repreaent  those  goods,  and  tlie  property  of  those 
very  goods  is  transferred  with  every  transfer  of 
the  document.  If  the  bailee  of  the  goods  'W'ere  to 
Convert  them  to  his  own  use,  he  would  be  a thief, 
and  indictable  for  the  crime. 

But  when  a customer  deposits  money  with  a 
banker  the  case  is  entirely  different.  As  soon  as 
the  money  is  paid  into  the  bank,  the  proj^erty  of 
it  passes  to  the  banker,  and  the  receipt,  or  note, 
he  gives  for  it  is  totally  severed  from  it.  The 
customer  t'-ansfers  the  property  of  the  money  to 
the  banker,  ami  receives  in  return  an  iustrninent 
of  credit,  which  is  not  a title  to  any  spccitic 
money,  but  only  a general  riglit  to  demand  money. 
And  this  bank  note  circulates  iiidependentiv,  and 
derives  its  value  from  the  general  belief  that  it 
may  be  excliauged  for  money  if  required.  It  is 
in  no  resiiect  whatever  a bailment,  but  a sale  of 
money  to  the  banker.  ‘U’hcn  a customer  deposits 
money  with  a banker  the  real  nature  of  the  trans- 
action is  this:  It  is  a sale  of  money  to  the  banker, 
with  the  right  reserved  of  demanding  the  re-sale 
of  an  eiiual  quantity  of  money  at  will.  And 
there  is,  in  fact,  a new  projjcrty  created,  namely, 
the  instrument  of  credit,  or  promise  to  pay,  which 
may  pass  through  a hundred  liamls  upon  the 
mere  faith  that  it  may  be  exchanged  for  money 
if  requii'ed.  It  is,  therefore,  quite  dear  that  this 
bank  note  docs  not  represent  money  in  the  same 
sense  that  the  former  docmneiits  represent  goods, 
ifut  that  it  is  exchangeable  for  money,  which  is 
the  very  thing  which  gives  everything  else  value. 

15.  Xow,  if  the  banker  was  a mere  bailee  of 
tlie  money,  i.  e.,  merely  entrusted  with  it  for  the 
purpose  of  keeping  it  safe  for  his  customer,  as  he 
is  very  freciuently  with  other  securities,  deeds, 
\c.,  tliere  would  be  no  fresh  property  created, 
ami  he  would  have  no  right  to  use  the  money  for 
his  own  jmrposes.  And  there  is  a very  sev'ere 
Act  of  rariiament  enacting  very  lieavy  penalties 
against  any  banker  who  converts  to  his  own  use 
property  which  is  merely  cntrusicd  to  him.  But 
as  soon  as  the  money  passes  into  his  possession, 


the  proiierly  of  it  vests  absolutely  in  him,  and  he 
is  entitled  lo  use  it  in  any  manner  he  jileases  for 
his  own  prortt.  The  bank  note,  or  instrument  of 
credit  he  gi^  es  is  totally  severed  from  any  con- 
nection with  any  si>ecific  money.  Tims  we  see 
the  fmidami  ntal  distinction  which  creates  an  im- 
tiassable  wall  of  jairtition  Itetween  instruments  of 
credit,  ami  bills  of  lading  or  dock  warrants,  is, 
that  the  latt-a*  arc  inseparable  from  and  represent 
goods,  ami  are  not  separate  articles  of  i»roi»erty, 
the  fornier  are  expressly  severed  from,  ami  do 
not  represent  any  money,  but  are  separate  ami 
iiulejtendont  articles  of  property.  Bank  nrttes 
and  bills  of  exchange  are  credit;  bills  of  lulling 
ami  (lock  warrants  are  xot  credit 

H>.  Thai  bank  notes  are  articles  of  indepen- 
dent value  is  illustrated  by  the  well  known  fact 
that  tliey  cs.pel  coin  from  circulation,  because 
they  perform  the  same  duty  at  less  expense.  A 
bank  note  is  a sulistitute  for  coin,  too  often  a 
dangerous  one,  it  is  true,  but  yet  one  which  lias 
universally  the  power  of  expelling  its  rival.  But 
nobody  ever  considered  a bill  of  lading  as  a 
substitute  foi'  the  goods.  An  excessive  issue  of 
pai)cr  diminishes  the  value  of  the  gold  currency, 
but  nobody  ever  thought  that  a bill  of  lading,  or 
a (lock  warr.int,  diminishes  the  value  of  the  goods 
they  represent.  A bank  note  is  used  instead  of 
coin,  but  iiolHKly  ever  thought  of  using  a bill  of 
lading,  or  a dock  warrant,  instead  of  the  goods. 
Tcople  in  possession  of  bank  notes  think  them 
C(juivalem  to  money,  but  nobody  ever  thought  a 
bill  of  lading  equivalent  to  a cask  of  sugar  or  a 
chest  of  tea.  Peojde  put  bank  notes  into  tlieir 
purses  believing  them  to  be  ca>h,  because  they 
lierform  the  functions  of  cash,  but  nobody  ever 
]mt  a bill  ol  hiding  into  his  tea-pot  thinking  it 
Avas  tea,  or  could  perforin  the  functions  of  tea; 
or  ])iit  a dock  Avarrant  into  a goblet  and  quaffed 
if  off  as  Bordeaux ! Hence  aa'c  obtain  this  as  one 
of  the  fundamental  conceptions  of  Bolitical  Kco- 
nomy,  that  bank  notes  are  separate  and  indepen- 
dent entities,  bills  of  lading  and  dock  Avan-ants 
are  nothing  but  tickets  on  goods,  and  iiave  no 
separate  cxir  tence  Avhatever. 

17.  The  preceding  considerations  arc  enough 
Ave  hope  to  satisfy  our  readers  that  bank  notes 
are  independent  entities.  This  is  one  immense 
step  gained.  bVe  must  noAV  inquire  Avhy  they 
have  value.  Noav,  if  aa'c  Averc  to  ask  1,000  jiersons 
why  a bank  note  has  value,  the  whole  AvoiiIdAvith 
one  voice  I'rply,  Because  it  is  believed  to  bo 
exchangeable  for  money  or  goods  at  the  Avill  of 
the  holder.  And  this  is  undoubtedly  the  true 
ansAver.  But  if  Ave  Avere  to  ask  the  same  1,000 
persons  Avhy  gold  money  lias  A’alue,  tlie  probabi- 
lity is  that  999  avou1<1  reply,  Because  a great 
deal  of  labor  has  been  bestoAveil  on  producing  llic 
gold  of  Avhidi  it  is  formed.  That  is,  they  avouUI 
say  that  gold  money  has  infrinsia  value,  and  that 
the  bank  uotii  is  the  representative  of  value.  That 
is,  they  Avould  say  that  a bank  note  has  value 
because  it  can  be  exchun^red  for  somctliiug’,  and 
gold  money  lias  A'alue  because  it  has  cost  labor. 
Certaisey  not,  say  Ave.  Such  an  answer  as 
this  is  directly  in  contradiction  to  all  modern 
science.  The  laAvs  of  modern  science  enable  us  to 
say  at  once  that  the  rcasnn  Avhy  bank  notes  haAX 
value,  and  the  rea&ou  Aviiy  gold  money  has  value, 
Mt'ST  bo  the  same.  If  the  labor  Avhich  has  been 
bestowed  upcai  producing  it  is  the  cause  of  the 
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value  of  gold,  modern  science  affirms  that  Avhat- 
cver  labor  has  been  bestoAved  upon  inust  have 
value,  and  of  course  the  value  of  a thing  must  be 
proportional  to  the  labor  expended  upon  pro- 
ducing it.  Thus  the  oyster  shell  in  Avhich  a pearl 
is  found,  must  be  of  the  same  value  as  the  [tearl 
itself,  because  they  are  both  olttaiued  Avith  the 
.<;amo  labor.  If  labor  is  the  cause  of  value,  a 
diamond  of  a very  poor  (piality,  Avliich  is  tound 
after  the  search  of  a year,  must  be  3ti5  times  more 
valuable  than  a diamond  of  tlie  first  Ab  ater  Avhich 
is  found  after  the  search  of  a day.  Xoav  these 
are  the  consequences  which  modern  science  inevi- 
tal)ly  deduces  from  the  doctrine  that  labor  is  the 
cause  of  value.  The  mauifest  absurdity  of  these 
consequences  entirely  overtliroAA*sthe  doctrine  that 
labor  is  the  cause  of  A'alue.  If  labor  is  the  cause 
t»f  value,  Avhatever  labor  has  been  IwslOAA'cd  upon 
must  have  value;  therefore,  if  any  one  Avere  to  go 
and  rear  a great  pile  of  stones  in  the  middle  of 
Salisbury  Plain  it  Avould  be  of  great  value!  Hoav 
often  do  Ave  see  a thing  upon  -which  a great  deal 
of  money  or  labor  lias  been  bestOAA  ed,  turn  out  of 
no  value!  Noav  it  is  perfectly  clear  that  it  is  not 
the  labor  which  has  been  expended  in  producing 
gold  which  gives  it  value,  but  its  exchangeability, 
or  the  eager  desire  for  it  among  men.  Gold  has 
not  value  because  men  labor  to  produce  it,  but 
men  labor  to  ]u'oduce  it  because  it  has  value. 
It  is  not  the  labor  that  confers  the  value,  hut  the 
value  that  attracts  the  labor.  Hence  aa'C  see  that 
gold  money  and  bank  notes  have  value  for  ex- 
actly the  same  reason, — their  exvhnn^^enhility,  the 
one,  hoAvever,  possessing  this  quality  to  a greater 
degree  than  tlie  other. 

18.  Xoav  money  in  itself  is  of  no  direct  use  to 
mankind ; it  is  neither  meat,  nor  drink,  nor  cloth- 
ing, nor  anv  other  utility,  it  is  merely  the  means 
of  olitahung  them.  When  a man  has  performed 
services  to  others,  and  requires  no  direct^  utilities 
himself  at  the  time,  money  is  the  form  in  AA'hich 
he  presci’A'cs  the  record  and  the  amount  or  value 
of  those  services,  so  as  to  be  able  to  obtain  an 
cqiiiA-alent  utility  at  any  future  time  he  pleases, 
and  of  Avliat  nature  lie  pfeases.  It  is  thus  general 
CREDIT,  but  a bank  note  is  particular  credit. 
A bank  note,  or  any  other  instrument  of  credit, 
is  a Aaluable  thing,  because  there  is  some  one 
bound  to  exchange  something  for  it  at  a certain 
time;  money  is  general  credit,  and  has  Aralue 
beeause  every  one  Avill  exchange  something  else 
for  it. 

19.  Thus  AA'C  obtain  one  of  the  great  funda- 
mental conco]itions  of  ])olitical  economy,  that 
tnonov  and  instruments  of  credit  ot  all  sorts,  arc 
all  homogeneous  quantities,  they  all  represent 
debt,  or  services  due  to  the  oAvuers  ot  them,  and 
the  aggregate  of  them  forms  the  curhexcy. 

*20.  We  may  uoav  investigate  another  part  of 
the  que>tioii  Avhicli  lias  been  much  clouded  by 
controversy,  but  a due  inquiry  into  which  avUI 
Avell  lay  bare  the  foundations,  or  first  principles 
of  ]tolitical  ecoinuuy.  Arc  bank  notes  capital? 
And  are  they  an  addition  to  the  wealth  of  the 
countrv  ? Xo  one  doubts  that  money  is  a portion 
of  the  wealth,  or  capital,  of  the  country,  and  many 
Avriters  admit  that  bank  notes  are  capital  to  the 
individual  avIio  utters  them.  But  many  Avriters 
Avho  admit  them  to  be  capital  to  the  person  Avho 
utters  them,  avouM  deny  that  they  are  any  addi- 
tion to  the  Avealth  of  the  country.  Because  they 


1 would  argue  that  as  they  are  debts,  or  liabilities 
of  the  issuers,  they  must  be  subtracted  from  his 
otlier  property,  and  couse(|uenlIy  they  are  not  any 
addition  to  tlie  wealth  of  the  country. 

21.  Xoav,  Iioav  any  article  Avhatever  can  be 
capital  to  an  iudiA'idual,  and  not  caidtal  to  the 
country  at  large,  is,  aa'c  confess,  to  us  Avholly 
unintelligible.  It  certainly  Avonld  appear  that 
the  capital  of  the  country  must  be  the  aggi'egate 
of  tlie  capitals  of  each  individual ; and  Iioav  a 
thing  which  is  admitted  to  have  an  existence  iu 
the  one  case,  can  suddenly  vanish  into  m‘thing, 
Avhen  it  is  reckoned  in  another  form,  si*ems  to  us 
to  be  Avlioliy  iucomitrehensible.  Nevertheless, 
sucii  is  the  doctrine  ot  some  Avell  knoAVii  Avriteis. 

22.  This  vieAV  is  so  clearly  and  mauifi-stly 
erroneous  Avith  respect  to  commercial  bills  of  ex- 
change, and  all  liabilities  jiayable  in  fntun*,  ami 
is  so  fully  treated  of  under  Bills  of  Lxcham'.e 
and  Credit,  that  we  refer  to  those  articles,  ami 
shall  say  no  more  about  them  here.  But,  with 
respect  to  Bank  Xotes  and  obligations  payable 
on  demand,  the  case  is  not  all  so  clear,  and  is  much 
more  subtle,  ami  will  require  more  examination.^ 
And  yeb  curiously  enough,  the  instruments  ot 
credit  which  are  of  the  more  subtle  nature  are 
often  admitted  to  be  capital,  while  those  al)oiit 
AA'hich  there  is  no  real  ambiguity  at  all,  are 
uniA'crsally  denied  to  be  so — at  least  iu  modem 
times. 

23.  Bnt,  in  truth,  the  real  cxplauatiou  of  the 
case  touches  the  very  first  principles  oi  Bolitical 
Economy  and  its  true  conception  as  a strience. 

Every  science  Avhatever  depends  uix>n  certain 
fundamental  conceptions,  atid,  in  stating  the  facts 
of  the  science,  it  is  essential  that  they  be  stated 
in  a peculiar  manner,  and  in  one  in  harmony  with 
the  fuiulaniental  conceptions  of  the  science.  Ami 
true  scientific  tact  gi*eatly  consists  iu^  perceiving 
hoAV  the  facts  are  to  be  stated.  Xoav,  as  Ave 
contend  that  the  true  fundamental  conception  of 
the  science  of  Political  Economy  is,  that  it  is  the 
science  of  exchanges,  it  folloAA^s  that  every  ques- 
tion in  Political  Economy  must  be  stated  so  as  to 
be  in  harmony  Avith  its  fundamental  conception. 
Xoav,  to  state  the  question  of  iiistruineiits  of  credit, 
as  it  is  usually  stated  by  the  most  eminent  Avriters, 
i.s  to  state  it"  as  a question  of  addition  and  sub- 
traction and  not  of  an  exchaiige.  Xoaa-,  an  iuslrii- 
ment  of  credit  is  an  exchangeable  quantity,  and 
is  to  be  treated  like  any  other  independent  (pian- 
tity  whateA'er.  And  as  avc  have  sheAvii  that  any 
economic  entity  may  be  used  aud  employed  as 
capital,  (Capital,)  it  follows  manitestly  that  an 
instrument  of  credit  may  be  capital  as  avcU  as 
anything  else. 

24.  AVe  shall  find  that  this  vicAv  of  the  funda- 
mental conception  of  the  science  Avill  throAv  nuuli 
light  mi  the  early  stages  of  Political  Ecmiomy, 
and  tliat  this  is  the  philosiqihical  rock  upon  Avliieh 
the  Physiocrate  scliool  made  shipAAreck. 

The  Physiocrates  maintained  that  all  Avcalih 
came  from  the  earth,  (Preliminary  Discm  rse  ; 
Physiocrates),  ami  that  there  AA^ere  but  three 
kinds  of  productiA'c  laborers : — Firstly,  hunters, 
fishermen,  ami  breixlers  of  domestic  cuttle; 
secondly,  agriculturists  properly  so  called ; and 
thirdly,  miners.  These  alone  they  calletl  pro- 
(luctiA-e  laborers  because  they  increased  the  (pian- 
tity  of  material  productions.  All  other  indnsiry, 
.such  as  mauufacturiiig,  they  called  sterile  or 
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nn]>rtHluctive,  luvauso  it  only  i’Iuim'iiimI  the  forni  of 
cxistinir  proiliicis.  Ami  thry  nr^ut.d  lliis  \\.\y. 
They  admitted  the  necessity  and  utility  ot  this 
uiiprodnetive  industry,  luit  they  snid  that  tills 
kind  of  labor  did  nut  add  to  the  wealth  of  the 
world,  beeause,  iu  the  process  of  manufacture,  an 
OQUal  value  was  consumed  to  what  was  Jtroduved ; 
and,  therefore,  tlie  result  Avas  not  more  valuable 
than  l>efore.  And  it  >vas  upon  this  vicAv  that  they 
based  their  doctrine  that  the  produit  uH  of  land, 
was  tlie  only  addition  to  the  Avealth  of  the 
Country. 

XoAv,  this  doctrine  AA'as  felt  to  be  erroneous,  and 
Avas  superseded  by  the  doctrine  that  labor  Avas 
the  Siuirce  of  all  AAoalth,  Avhicli,  tiiou;,di  more 
specious  and  idausible,  yet  has  been  e*|iially 
fatal,  because  it  has  led  to  the  erroneous  doctrine  ! 
that  labor  is  the  canse^  and  the  only  cause  of 
value,  and  the  folloAvers  of  that  school  have  been 
unable  to  see  that  any  object  could  have  \'alue 
excei>t  through  the  means  of  labor  havinj:  been 
bestowed  on  it,  and  they  measure  tlie  value  of  a 
tiling  by  the  labor  expended  upon  producing  it. 
Now,  the  fact  is  that  AA'calth  consists  in  the 
acquisition  of  objects  Avhicli  possess  the  quality 
of  exchangeability,  no  matter  Avhethor  they  have 
been  produced  by  much  or  hy  little  labor,  although 
it  is  generally  true  that  objeets  of  great  value  are 
scarcely  ever  produced  Avithout  gi'eat  labor.  Still 
it  is  not  the  labor  Avhich  giA-es  them  their  A-alue, 
but  simply  their  exchangeability.  Nor  is  their 
value  in  any  way  dei»emleiit  iqnm  their  durability. 
Whenever  two  things  are  freely  exchanged  in  the 
market  they  are  of  equal  value,  no  matter  whether 
(Hie  is  permanent  and  the  other  oA'anescent.  The 
doctrine,  however,  of  the  second  school  of  Poli- 
I ical  Economy  superseded  that  of  the  Physiocrates, 
and  it  was  seen  that  the  labor  of  the  manufactui-er 
or  the  artisan  is  as  truly  prodneiice  labor  as  that 
of  the  agriculturist,  (u*  tlie  herdsman  and  hunter. 

25.  Jbit  the  true  philosophical  objection  to  the 
Physiocrate  doctrine  is  not  the  one  tliat  superseded 
it,  namely,  that  labor  is  the  source  of  A\ealth,  but 
it  is  this  that  they  stated  the  facts  as  a (tuestion  ! 

addition  and  subtraction.,  Avhereas  they  ouglit  to 
have  made  it  one  of  exchange.  The  footl,  ^'c., 
eonsiimed  by  the  Avorkmcn  Avas  giA'cn  iu  exchange 
for  their  labor,  and  they  were  of  equal  A'alue, 
b(?cause  they  Avere  exchangeable.  The  food  Avas 
all  article  of  independent  value,  aiulthe  labor  Avas 
ail  article  of  iudepeiuleiit  A*alue,  and  the  laborer 
gained  by  exchanging  his  labor  for  food,  clothes, 
&c.,  aiufthe  manufacturer  gained  by  exchanging 
his  money  for  labor,  because  Avheu  the  article  is 
conqdetcd  he  sells  it  for  more  than  he  pays  for  it, 
and  the  difference  is  Ids  proiit.  And  this  is  also 
tlie  true  phiJosojihical  objection  to  the  method  of 
slating  the  (piestioii  of  credit,  in  general  use 
among  Political  Economists,  because  they  make 
it  a ([uestiou  of  addition  and  subtraction,  Avhereas 
it  must  be  stated  iis  a question  of  exchange. 
Thus,  Avheii  a banker  issues  his  notes,  they  set 
off*  the  quantity  of  Ids  assets  against  the  amouut 
of  his  liabilities,  and  subtractinir  one  from  the 
other  they  make  the  result  the  amount  of  Ids 
property.  But  this  is  the  identical  error  which 
Avas  fatal  to  the  Physiocrates.  The  trut.*  way  oi' 
looking  at  it  is  that  both  the  “assets”  and  tlie 
“liabilities”  are  independent  quantities.  The 
credit  of  the  merchant  and  the  credit  of  the 
banker  are  each  of  them  iudependeut  and  sub- 
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stantial  property,  and  for  a banker  to  give  Ids 
notes  iu  exeh  inge  for  a bill  of  exchange,  is  to  ex- 
change one  s|  (xdes  of  projicrty  for  the  other,  and 
not  to  cancel  >110  amount  by  sidting  it  off' apdnst 
the  other.  Each  iiistrumcut  of  credit  is  an 
independent  rntity,  cajiable  of  being  exchanged, 
through  a larger  or  smaller  area,  as  the  case  may 
be.  It  is  similar  to  the  exchange  of  a large  and 
inconvenient  Bank  Note  for  smaller  and  more 
convenient  money. 

2().  And  .uM.uomists  Avho  utterly  rejnuliate 
ami  sneer  at  the  notion  that  credit  iu  general  is 
cajutal,  fully  admit  that  Bank  Notes  are  capital. 
Though  hoAv  one  form  of  credit  can  be  cajiital, 
and  another  form  not  capital,  is  to  us  a doctrine 
Avldcli  is  uuiiitelligible.  Thu.s,  Air.  Alill,  Avliose 
doctrines  ou  ( redit  arc  fully  examined  elscAvlicre, 
(Cbei>!t  ; Mill,  John  Sti  akt,)  maintains  that 
Hank  Notes  are  productive  capital.  ( Principle.^ 
of  Political  i.VoHo»o/,  Boidt  III,  chap  xxii.  § '!.) 
“The  A'alue  saved  to  the  community  by  thus 
dispensing  Avith  metallic  money  is  a clear  gain  to 
those  AA'ho  provide  the  substitute.  They  have 
the  use  of  tAAviity  millions  of  circulating  medium 
Avhich  have  ■•ost  tliem  only  the  expense  of  an 
engraver’s  jil-ite.  If  tlaoj  employ  this  accession 
to  their  fortunes  as  prodnctice  capital.,  the  produce 
if  the  count)  y is  increased  and  the  community 
benefited  as  much  ns  hy  any  other  capibd  of  equal 
amount.  * * AVlieii  jiaper  currency  is  supplied, 
as  ill  our  oavu  country,  by  bankers  and  banking 
coinpaidcs,  the  amount  is  almost  Avholly  turned 
into  productive  capitals  And  Ave  might  quote 
many  other  passages  to  sUcav  that  Air.  Alill  treats, 
and  quite  correctly  too,  bank  notes  as  ca\>ital. 
And  Air.  ArCiilloch  makes  exactly  the  same 

admission  f Art.  Banks.,  Commci'cial  Dictionary.) 
“ Those  Avho  issue  such  notes  coin,  as  it  Avere, 
tlieir  credit.  They  derive  the  same  revenue  from 
the  loan  of  tlieir  Avritteii  pruiuises  to  jiay  certain 
sums  that  they  would  deriA'e  Irom  the  loan  ot 
the  sums  themselves,  audAvhile  they  thus  increase 
their  own  im  ome,  they  at  the  same  time  con- 
tribute to  increase  the  Avealtli  of  the  society.” 
That  is,  in  this  passage  he  admits  Bank  Notes  to 
be  prodnetiA  o capital.  Though  both  these  writers 
Avheii  tliey  treat  of  credit  in  general,  percmiitorily 
deny  that  it  has  any  productive  efficacy 
Aviiatever.  (Credit.) 

'll.  Dr.  A^  hcAvell  Otf^.  Renovnt  : Chap 

P.  On  certain  characteristics (f  Scientifv  Jnduc^ 

, tions ) points  out  many  instances  iu  the  jtrogress 
of  the  different  Inducti\^e  Sciences,  Avhero  classes 
of  ijheuomeiui  of  apparently  the  most  remote  and 
uiicounected  c haracter,  have  all  suddenly  been 
accounted  for,  by  the  discovery  of  the  true  con- 
ception or  theory  of  the  science.  And  this  he 
calls  the  Con.'-ilience  of  ludiutions.  And  he  says 
that  “No  ex.imyile  can  be  pointed  out,  iu  the 
Avlutle  history  of  Science,  so  far  as  I am  UAvare, 
in  which  this  consilience  of  Inductions  has  given 
testimony  in  faAAir  of  an  hypothesis  afterwards 
discovered  to  be  false.”  Noav,  correlative  to  this 
Consilience  o)  Inductions  we  may  have  a Consi- 
lience OF  Kefutations,  by  Avhicli  errors  of 
appiU'ently  the  most  remute  and  uiicomiecled 
character,  are  simultaneously  disproved  by 
I obtaining  a true  coiueiuioii.  As  soon  as  avo 
I obtain  a clear  ami  firm  grasp  of  the  conception  of 
exchange,  the  fmulamcutal  error  of  the  Bhysio- 
crate  school  of  Bolitkal  Economy,  and  of  the  preva- 
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lent  doctrines  on  the  subject  of  credit,  arc  at  once 
made  clear  and  manifest.  As  soon  as  Ave  obtain 
a clem*  and  firm  grasp  of  the  true  coiiceptiou  ot 
the  nature  of  money,  the  errors  ot  the  cur- 
rency jirinciple  and  of  Law’s  theory  ot  paper 
currency  arc  at  once  made  clear  and  manitesl. 
And  Bolitical  Economy  abounds  Avith  similar 
instances. 

28.  And  this  is  the  great  master-subtlety  of 
Political  Economy — this  is  tlie  true  pons  asinorum 
of  the  subject — that  instruments  of  credit,  though 
they  must  be  expressed  to  be  payable  in  money  | 
generally,  are  yet  expressly  forbidden  tu  be 
appnApriations  of  any  ]»articular  sum  ot  money.  , 
They,  therefore,  circulate  independently  on  the 
belief  that  they  may  be  exchanged  for  money, 
just  as  money  circulates  on  the  belief  tliat  it  may 
be  exchanged  for  commodities.  And  as  money 
does  not  represent  commodities,  although  it  is 
exchangeable  for  them,  so  iustrunients  ot  credit 
do  not  represent  money,  though  they  are  ex- 
changeable for  it.  Consequently  they  are, 
therefore,  to  be  regarded  in  the  same  light  as  any 
other  independent  quantities  Avhatever.  In  fact, 
credit  is  itself  jiroperty,  of  the  same  nature  as 
any  other  immaterial  capital.  But  bills  of 
lading  or  dock  warrants  are  not  independent 
quantities,  but  mere  tickets  on  the  go(.ids  they 
represent,  and  therefore  they  never  can  exceed  in 
quantity  the  property  to  Avhich  they  behmg.  But 
iustrunients  of  credit  not  only  may,  but  do 
actually  exceed  greatly — five  or  six  times  at  the 
least— all  the  cash  iii  the  country.  For  if  a 
banker,  for  example,  keep  only  cash  enough  to 
meet  the  payment  of  the  notes  AA’hich  may 
usually  be  deinamled  from  him,  that  is  enough 
to  siqiport  the  credit,  or  the  exchangeability,  or 
value,  of  all  the  rest.  No  doubt,  it  may  be  said, 
that  if  all  his  notes  Avere  throAvn  upon  him  for 
payment  at  once,  he  could  not  pay  them  all,  and 
their  value  avouUI  fall ; but  the  A'cry  same  thing 
may  be  said  of  all  other  property.  The  value  of  all 
jiruperty  depends  upon  only  a certain  quantity  of 
it  being  offered  in  exchange  at  any  one  time.  If 
all  the  land  iu  England  Avere  suddenly  oifered 
for  sale  at  the  same  time,  where  Avould  its  value 
be  ? Or  if  all  the  shiitpiug  iu  the  country  AA'ere 
offered  for  sale  at  the  same  time,  Avhere  w'ould  its 
value  be?  Thus  the  A-alue  of  instruments  of 
credit  depends  upon  exactly  the  same  laAA’s  as  the 
value  of  any  other  property,  namely,  that  only  a 
certain  portion  of  them  are  offered  lor  exchange 
at  any  one  time. 

29.  But  it  may  bo  said  that  these  views 
depend  upon  a particular  method  of  stating  the 
fai'ts,  and  that  if  they  are  stated  iu  another  Avay, 
Avliich  they  are  capable  of  being  done,  it  will  lead 
to  dirtereiit  conclusions.  And  this  is  uiuloubtedly 
true;  but  then  the  A^cry  same  thing  may  be  said 
of  all  science.  All  science  depends  upon  a i>ar- 
ticular  method  of  stating  the  facts.  And,  there- 
fore, it  may  iu  some  sense  be  said  that  all  science 
is  a matter  of  opinion.  And  tliis  cannot  be 
denied.  But  it  is  iu  this  A'cry  thing,  that  true 
philosophical  tact  consists — out  of  scA  cral  possililc 
modes  of  slating  facts,  to  select  that  particular 
one  AA'hich  is  to  be  made  the  true  basis  ot  the 
science.  And  having  once  obtained  tliis  tuiida- 
mental  conception,  it  is  to  be  inflexibly  and 
rigorously  adhered  to,  and  all  others  are  to  be 
rejected.  And  this  is  exactly  Avhat  has  happened 
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in  the  early  stages  of  all  the  sciences,  namely,  that 
their  early  cultivators  did  not  distinctly  p<*rccivc 
Avhat  tiie'ir  true  fundamental  conctqffions  were. 
But  in  the  greater  part  of  the  physical  si  iriuvs, 
and  iu  mechanics  es]»ecially,  men  of  coniju'tiMjt 
judgment,  after  full  discussion  and  deliln-ration, 
liaA'c  finally  and  unanimously  agreed  Avhat  arc 
the  true  fundamental  conceptions  of  e.ach,  and 
haA*e  uniformly  adhered  to  them  in  their  treat- 
ment of  the  subject.  And  this,  in  our  ojiinion,  is 
the  true  meaning  of  that  much  abused  phrase, 
Common  Sense.  It  is  not  any  plausible  exjila- 
nation  that  may  seem  ou  a sujicrticial  vioav  to 
suit  the  facts,  but  that  solemn  and  final  ojdiiioii 
Avhidi  men  of  competent  judgment,  aftm*  full 
deliberation,  finally  arriA’e  at  and  agree  to.  No 
man  can  tell  Avhat'cominon  sense  on  any  subj<‘ct 
is,  until  he  is  fully  master  of  it.  And  that,  and 
that  only,  is  the  true  fmulameiital  conception  of  a 
science, 'which  enables  us  to  penetrate  to  its  inner- 
most recesses,  Avhich  soh’es  the  most  ohscure 
problems  in  it,  and  unrav'cls  all  its  mysteries. 

30.  The  fact  is,  a science  is  not  unlike  that 
amusing  puzzle  for  children,  a Labyrinth.  There 
areanuinlxT  of  side  entrances  all  exactly  similar 
in  appearance.  But  after  a certain  time,  all  of 
them,  except  one,  terminate  in  nothing,  some  liave 
ing  got  nearer  to  the  centre  than  others.  But  there 
is  one,  ami  one  only,  Avhich  leads  us  into  the  lieart. 
of  the  puzzle.  So  it  is  Avitli  a science.  There 
are  at  the  threshold  of  every  science  several  con- 
ceptions Avhich  present,  perliaps,  no  peculiarity  to 
determine  us  iu  favor  of  any  one  of  them,  rather 
than  the  other.s.  and  Avhich,  to  the  untrained  mind 
may  seem  all  iudiftbrent.  But  there  is,  never- 
theless, only  one  true  golden  flum  Labyrinthi, 
Avhicli  can  lead  ns  to  the  innermost  recesses  of 
Nature,  ami  which  that  one  is,  is  only  to  be 
determined  by  men  properly  qualified  to  d(.»  it. 
The  Avay  to  "construct  a science  is  not  to  take 
some  princijile,  Avhich  jierhaps  may  be  idausible 
enough  on  a sujicrficial  vicAv,  and  to  folloAv  that 
to  its  consequences,  ami  then  to  reject  all  fact.s 
Avhich  do  not  agree  Avith  it,  but  a |diiIosop!iic 
mind  brooding  over  the  facts  of  the  science, 
heaped  together  in  wild,  and  apparently  hopeless 
confusion,  at  length,  perhaps,  in  some  happy 
moment  discerns  the  true  fundamental  conception 
Avliich  reduces  everything  to  harmony  and  order. 

31.  Nor  is  it  alAA'ays  the  men  of  the  greatest 
intellect  AAiio  succeed  in  selecting  the  true  idea. 
It  often  comes,  no  one  can  tell  Iioav,  or  Avhen,  by 
some  seemingly  happy  chance,  and  scarcely  ever 
Avithout  many  unsuccessful  attemids.  How  long 
it  was  in  the  sIoav  gestation  of.  ages,  before  men 
of  the  highest  cajiacity  could  seize  the  true 
fumlameutal  conceplioiis  of  mechanical  science. 
There  is  nothing  more  melancholy  in  looking 
back  into  the  deiiths  of  antiquity  than  to  .'^ee  the 
AATccks  of  the  labors  of  the  iuightie.st  intellects. 
There  is  nothing  more  sad  than  to  see  the  demi- 
gods of  humanity  struggling  in  the  death  grasp  of 
false  concci>tions. 

32.  Noaa',  after  mature  consideration,  ami 
after  having  carefully  examined  Avhat  preceding 
Avriters  have  said  upon  the  subject,  Ave  have  come 
to  the  deliberate  jiulgmeat  that  the  true  fumla- 
meiital  conception  of  Political  Economy  is  that 
it  is  the  science  of  exchanges,  ami  that  this  con- 
ception is  the  only  one  AvhicIi  Avill  enable  us  to 
resolve  all  its  phenomena.  CoueetpiLiuly,  having 
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adopted  this  vic'sv,  and  followin^r  the  example  of 
all  the  ixreat  masters  of  Physieal  Science,  we 
nuiintuiii  that  the  true  olijert  ami  limit  ot  the 
science  is  to  discover  llie  laws  which  jioverii  the 
phenomena  of  exchau^'es.  (IhuinMiNAKY  Dis- 
tot'Ksj;.)  Moreover,  iiaving  ado]tted  the  iiloa  of 
cxchaii-^eahilily  as  tlie  trite  ineaniiifrof  value  in 
rolitieal  Kcononiy,  it  folhiws  that  all  conce]>ti‘ms 
contrary  to  it  are  delnshiiis  and  snares,  and  must 
be  incxi'fably  rejected,  and  further,  tliat  all  inodes 
of  Stalin;-;  the  ipiestions  in  Political  Kcononiy, 
which  are  m»t  in  liarmony  with  this  coucei>tion, 
arc  (‘iToiieous.  Hence  all  expressions  which 
are  inconsistent  willi  the  idea  of  exchan^oahility 
must  be  carefully  ;^uarded  a^'ainst,  as  sources  of 
confusion.  Xow  there  is  one  expression  which 
is  in  constant  use  by  almost  all  economists,  and 
w hich  concentrates  in  itself  the  roots  of  nutst  of 
the  errors  in  the  science— and  that  is,  htfriu.sic 
value.  The  expre-sslou  Intrinsic  VAi.ri:  is  the 
rvBSK  (i7if!  the  b\ne  of  Political  Kcouoanf.  It  is 
the  combination  of  two  absolutely  incon>istent 
and  contrailietory  conceptions.  Tliis  was  point- 
ed out  by  Xiclmlas  liarbon,  in  Ibfld,  (Pariion), 
and  in  much  more  recent  times  w'itli  irresistible 
Ibrce  by  .Mr.  Samuel  liailcy.  (Pailcy.)  As 
soon  as  we  ^a*asp  tiu'  eouceptiou  that  value  is  an 
external  relation.,  and  not  a the  expression 

Intriu^ie  "N'alue  is  seen  to  be  palpably  ab.^urd. 
And  this  is  in  truth  the  great  coiieeiitiou  which 
sheds  a blaze  of  light  over  the  whole  science,  and 
which  enables  us  to  understand  and  comiirelieud 
the  real  existence  of  entities  in  Political  Kcoiioiny, 
which  can  neither  be  haiaUed.,  nor  .vec//,  but  w hich 
may  yet  be  mkasvrkd,  such  as  intellectual  ca]>i- 
tal,  co])vrights,  the  goodwill  of  a business, 
credit,  and  all  incorporeal  property.  (1*re- 
timinary  PisrocRSE;  Cacitai..) 

33.  AVe  shall  now  examine  into  certain  opi- 
nions whu  h are  held  respecting  bank  notes,  by 
an  intliienlial — nay,  the  most  iiitliiemiul — sect  at 
the  ]ueseiiT  day.  Up  to  IS3*2,  the  immense  ma- 
h'rily  of  writers  and  speakers  considered  that 
bills^.)f  excliange,  and  other  instruments  of  credit, 
form  part  of  the  currency,  or  circulating  medium, 
of  the  country.  About  that  lime,  how'cver,  it 
began  to  be  denied  by  some  persvins  that  bills  of 
excliange  are  currency,  and  this  opinion  gathered 
strength  till  in  1«40  it  appears  to  have  been 
adojited  by  the  majm’ity  of  the  commercial  wit- 
nesses. AVe  .Miall  not  in  this  place  inquire  into 
the  general  conception  of  the  term  currency,  as 
that  is  done  in  its  prop(.*r  place.  (Clrrkncv.) 
AA\*  .shall  here  only  inquire  into  certain  oi>inious 
held  respecting  bank  notes  by  these  writers. 

34.  This  sect  then,  of  whom  we  may  consider 
Lord  Ovcrstoiie  ami  (’olonel  Torrens  to  be  the 
most  prominent  advocates,  maintain,  not  only 
tliat  bank  notes  arc  the  highest  and  most  etiica- 
cious  instriimeiitsof  credit — which  everybody  ad- 
mits—but  that  there  is  a positive  distinction  in 
kind  between  bank  notes  and  all  other  forms  of 
credit,  such  as  bills  of  exchange,  cheques,  &c.,  and 
that  specie,  and  bank  notes  payable  to  bearer  on 
demand,  ah»ne— to  the  exclusion  of  all  otlier  forms 
of  credit—constitnte  the  money  or  currency  of 
the  country.  Tliey  also  use  the  terms  money  and 
currency  as  synonymous.  Lord  Overstone,  then 
Air.  Loyd  said,  in  his  evidence  befox'e  the  Com- 
ir.ittee  of  the  House  of  Commons,  in  1840,  Q. 
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coin  constitnti  the  money  of  each  country.  That 
Coin  circulate-  sometimes  in  kind;  but  in  highly 
advanced  countries  it  is  re))resenteil,  to  a certain 
extent,  by  i»aper  notes,  itromising  to  jiay  the  coin 
to  bearer  on  demand,  these  nate.'i  hein^  of  such  a 
vfiture  in  prim  iple  that  the  increase  of  them  sup‘ 
plant.'i  n}in  to  an  etjtml  extent,  AVhen  those  notes 
are  hi  use,  tin-  nietallic  coin,  together  with  these 
notes,  constitutes  the  money  or  currency  of  that 
Country.  Now'  this  money  is  marked  by  certain 
distinguishing  characteri>tics;  lirst  ttf  all,  that  its 
amount  is  determined  by  the  laws  whieh  appor- 
tiim  tlie  jirecious  metals  to  the  ditfereiit  countries 
of  the  wtu’ld;  secondly,  that  U is  in  every  country 
the  common  measure  of  the  value  of  all  other 
Commodities,  the  standard  by  reference  to  which 
the  value  of  every  other  commodity  is  ascer- 
tained, and  every  contract  fulHIled;  and  thirdly, 
it  becomes  the"  common  modhiin  of  exchange 
for  the  adjustment  of  all  transactions  equally 
at  all  times,  between  all  persons,  and  in  all 
plaees.  Now'  I conceive  that  ncitlier  deposits 
nor  liills  of  exchange  in  any  way  whatever 
possess  these  qualities.  In  the  first  place, 
the  amount  nf  them  is  not  determitied  by  the 
hnr.'i  u'hich  determine  the.  amount  of  the  prcciotts 
metals  in  each  country.  Ill  the  second  jilacc,  they 
will  in  no  respect  serve  as  a common  measure  of 
value,  or  a standard  by  reference  to  which  we 
can  measure  the  relative  values  of  all  other  things; 
and  in  tliemxt  ])laco,  tlu*y  do  not  possess  tliat 
])0wer  of  unn  ersal  exchangeability,  Avhich  belongs 
to  the  money  of  the  country.” 

3.5.  Any  one  who  examines  the  preceding 
extract  will  jierceive  that  it  consists  of  a series 
of  dogmatic  assertions  and  arbitrary  assumptions, 
which  it  is  only  possible  to  meet  by  counter 
assertions,  and  we  shall  not  investigate  the 
grounds  of  tliesc  here,  because  that  is  done  under 
Currency.  AVe  oidy  quote  the  passage  as  aii 
exyire.s.^ion  of  opinion  wliich  is  adojited  by  many 
inlluential  j.ersoiis.  AVe  shall  now  quote  from  a 
writer  who  ^ upjMii'ts  his  assertions  Avith  reasons, 
and  Ave  can,  therefure,  examine  into  the  validity 
of  those  rea'^oiis.  Colonel  Torrens  says,  (The 
prinrijdes  anti  practical  operation  of  Sir  Pohert 
Peers  Ac/  1844  explained  and  defended.  2'hird 
p:ditioUy  p.  l.J  “A\'liile  Lord  Overstinie  and 
Air.  Norman  maintained,  in  accordance  Avith  the 
prindi>les  edablished  by  Adam  Smith  and  Ki- 
cardo,  that  the  money  or  currency  of  the  country 
consists  of  Coin  and  bank  notes  immediately  con- 
vertible into  coin,  Air.  Tooke  and  his  folloAvers 
advanced  the  novel  doctrine,  that  bank  uote.s, 
immediateh  eoiu'ertiblc  into  coin,  do  not  possess 
the  properties  of  money,  that  they  are,  ineommou 
Avilh  cheques  and  bills  of  exchange,  mere  forms 
of  credit.”  Noaa'  avc  have  sheAvn  under  Currency, 
that  this  asS'Ttiou  of  Colonel  Torrens  is  absolutely 
Avithont  foundation.  Air.  Tooke  did  not  introduce 
a noAV  doctrine;  on  the  contrary,  up  to  1840  the 
immense  imi  jority  of  Avriters  and  speakers  were 
of  that  opinion,  and,  in  fact,  the  restriction  of  the 
term  cuiTcncy  to  money  and  bank  notes  exclu- 
sivelv,  is  the  novel  doctrine. 

Si}.  Col*  iiel  Torrens,  therefore,  having  com- 
menced his  AA'ork  Avith  an  unfounded  assertion, 
then  gives  ns  his  definition  of  money,  “Aloncy 
may,  therefire,  be  defined  as  consisting  of  those 
tmigible  objects  Avhich  can  be  passed  from  hand 
to  hand,  widch  law,  or  usage  having  the  cftect  of 
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law%  has  established  as  measures  of  value,  as 
media  of  exchange,  and  as  equivalents  by  the 
tender  and  acceidanee  of  Avhich  payments  are 
wade  and  transactions  finally  closed.'  He  aLi* 
says,  Cp.  79,  First  Edition,)  “The  terms,  money 
and  cniTency,  have  hitherto  been  employed  to 
denote  those  instrnmems  of  exchange  Avhich 
yiossc-ss  intrinsic  or  derivatiA'c  Auilue,  and  by  Avhich, 
from  laws  or  custom,  debts  are  discharged  and 
transactions  finally  closed.  Bank  notes,  payable 
in  specie  on  demand,  have  been  inHudetl  under 
the  term  as  Avell  as  coin,  because,  by  law  and  cus- 
tom, the  acceptance  of  the  notes  of  a solvent 
bank,  no  les.s  than  the  acceptance  of  coin,  li*iui- 
dalos  debts,  and  closes  transactions;  Avhilc  bills 
of  exchange,  bank  credits,  cheques,  and  other 
instrnments  by  Avhich  the  use  of  money  is  econo- 
mised, have  not  been  included  under  the  terms 
money  and  currency,  because  the  acceptance  of 
such  instnimeuts  does  not  liquidate  debts,  and 
finally  close  transactions.”  Colonel  Torrens  has 
also  quoted,  in  support  of  his  opinion,  the  judgment 
of  Lord  Alausfiehl  in  the  case  of  Mdler  v.  Race. 

37.  The  poet  sings — 

“ Ay  me  1 AVhat  perils  do  envirnn 
The  man  who  medlles  Avith  cold  iron.” 

So  are  the  perils  w'hieli  environ  the  nnprotessioual 
Avriter  a\'1io  meddles  with  laAv  cases.  There  is  no 
man  Avho  has  a professional  kiiOAvledgo  of  the  law' 
of  instruments  of  credit,  Avho  Avill  not  at  once  per- 
ceive the  fallacy  of  Colonel  Torrens’s  opinions. 
The  judgments'  of  the  judges  are  always  to  be 
interpreted  Avith  special  reference  to  the  circum- 
stances of  the  case,  and  every  case,  to  be  rightly 
understood,  necessarily  reiinu’es  a considerable 
amount  of  kuoAvledge  which  does  not  appear  on 
the  face  of  it,  but  Avhich  every  lawyer  avouUI 
bring  to  the  study  of  it,  and  Avhich  it  is  indis- 
pensable to  the  right  understanding  of  it.  Alore- 
over,  every  lawyer  reads  the  judgments  in  a 
doubting  spirit.  In  the  first  place  many  of  the 
old  reports  are  of  A'ery  doubtful  authority;  Ave 
are  not  certain  of  their  accuracy.  But  a still 
greater  source  of  error  arises,  lu  former  times 
judges  Aveie  much  more  iu  the  habit  of  giA'iug 
general  judgments,  and  entering  into  collateral 
points;  in  modern  times  they  confine  themselves 
strictly  to  the  point  at  is.«ue,  and  sedulously  avoid 
opouiiig  up  cftllateral  points  AA'liich  are  not  before 
them.  No  hiAvyer  reatls  the  judgment  of  any 
judge  as  an  infallible  gospel.  AVe  shall  find  that 
these  remarks  forcibly  apply  to  the  case  Ave  are 
going  to  discuss,  lu  the  first  place  aa  c are  not 
certain  of  the  accuracy  of  the  report.  Iu  the 
second  place,  it  is  such  a judgment  as  Ave  are  per- 
fectly certain  that  no  judge  iu  the  present  day 
Avouid  deliver.  For  if  Lord  Alanstield  delivered 
it  as  reported,  it  not  only  decides  the  special  point 
in  issue  rightly  enough,  but  it  also  contains  several 
general  and  SAveeping  assertions,  Avhich  we  shall 
shcAV  are  very  far  indeed  from  being  accurate,  but 
Avhicli  are  not  necessary  for  the  decision  of  the 
case,  and  Avhich  Avere  not  specially  argued. 

3s.  AA^e  shall,  therefore,  explain  to  our  lay 
readers  such  preliminary  considerations  as  are 
essentially  requisite  to  comprehend  the  true  bear- 
ing of  the  case  of  Miller  c.  Rave.  There  are 
three  spt'cies  of  iwopcrty  kuoAvn  and  recognized 
bv  the  comniou  law  of  England,  the  transfiT  of 
Avhich  is  subject  to  distinct  rules.  Firstly,  Goods 
and  Chattels  or  commodities;  secondly,  Money; 
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and  thirdly,  Chases  in  action,  or  claims,  or  liabili- 
ties, such  as  debt.  Noav,  Avith  resi»ect  to  the  first 
description  of  \iroperty,  it  is  the  well  kiKovn  rule 
of  the  Common  law  tliat  the  ]>rojierty  in  a per- 
sonal cliatiel  cannot  be  transferred  to  a buy^r 
however  innocent,  by  a ]iersoii  Avho  d<ies  not 
him>elf  possess  it,  except  by  a sale  in  market  overt. 
That  is  t*>  >ay,  that  if  a tliief  Meals  my  property 
and  sells  it  to  somebody  else  privately,  a\  li*.t  buys 
it  honestly  ami  gives  a full  price  for  it,  yet  I can 
recover  it  from  the  iiiiioceiil  buyer.  It,  ln*wever, 
the  property  is  S' *ld  in  market  overt  the  ca-^e  is 
ditfereiit,  the  buyer  may  keep  it  against  the  true 
owner.  But  with  respect  to  immey,  although  tlie 
true  oAvner  might  recover  it  Iroui  a thiet,  he  raii- 
not  recover  it  from  a person  Avlm  has  come  by  it 
houcstiy  in  a fair  sale.  Thus,  it  a man  steals  my 
money,  and  goes  and  buys  goods  Avith  it  iu  a 
slioj),  I cannot  recoA  cr  it  from  tlie  "Impkeejicr  Avho 
takes  it  in  the  Avay  of  his  trade.  Thus,  the  posses- 
sion and  the  pro])crty  are  inseparable.  But,  Avith 
respect  to  tlie  third  species  of  pn*perty,  chases  in 
action,  or  debts,  it  is  an  iiifiexible  rule  of  the 
common  laAA'  that  they  cannot  bo  trausterred  at 
all.  Tlm.s  the  transfer  of  bills  of  excliange, 
Avhicli  are  debts,  is  in  direct  contravention  of  the 
common  laAA^  But  in  course  of  time  the  comiiinu 
law  adopted  the  Lex  Mercatoria,  and  by  the  Lex 
Mercuioria,  or  custom  of  merchants.  Bills  of 
Exchange  Averc  treated  like  money  in  so  tar  as 
tills — that  the  property  in  them  passed  like 
money.  Thus,  though  if  they  Avere  stolen  the 
true  owner  might  recover  them  trom  the  thiet, 
yet  if  he  passed  them  aAvay  for  value,  bond  fide 
to  an  iiiiiocent  holder,  that  innocent  hohler  for 
value  acituired  the  property  of  them,  ami  might 
retain  them  againM  the  true  OAvner,  and  enforce 
paA’inent  from  all  the  parties  liable.  Thus  Bills 
of  Exchange  Avere  assimilate*!  t*)  money  iu  this 
important  respect,  that  the  pitssessioii  and  the  pro- 
perty in  them  Avere  inseparable. 

39.  But  the  courts  of  law'  for  a long  time 
refused  to  recognize  promissory  notes  as  Avithin 
the  law  merchant.  By  the  Act  founding  the 
Bank  of  England,  their  notes  A\*ere  h‘galize*l  ami 
made  assignable  by  indorsement,  (Act,  Statute 
1694,  c.  20,  s.  29).  But  this  did  not  extend  to 
other  promissory  notes.  In  the  ciuses  of  Clerke 
V.  Martin,  ("2.  L.  Raym,  p.  757 J,  iu  1701,  ami 
IhiUer  V.  Cripps,  ((}.  Modern  Reports,  p.  29  in 
1703,  the  court  held  that  pnmiissory  luUes  Avere 
not  assignable,  or  iiidorsablc  over,  Avithiu  the 
custom  uf  merchants,  lu  conseipieiice  **f  tlmse 
decisions  the  Act,  Statute  1704.  c.  8,  Avas  ]>as^ed, 
by  Avhich  it  was  enacletl  tliat  pnnnissorv  notes 
ill  Avriting  made  ami  signed  by  any  ]*ers'»u,  lu* 
persoiii,  body  politic,  or  corporate,  **r  by  tin? 
servant,  or  agent  of  any  ('*>rporatii>n,  banker, 
goldsmith,  merchant,  or  trader,  ])ronii?ing  to  pay 
aiiy  other  person,  or  the  bearer,  any  sum  <»t  imniey, 
should  be  assignable  and  imlorsable  over  in  the 
same  manner  as  inland  bills  of  exchange.  But, 
though  this  Act  conferred  iqtuu  imimissnrv  notes 
certain  of  the  privileges  and  (lualities  of  bills  of 
exchange  it  made  no  nitMitioii  of  utlier  ni**des  of 
transfeiring  tlie  property,  and  tliere  Avas  no  case 
to  ilecide  Avlu*ther  their  ]iroperty  passed  Avith  the 
]K>ssession  to  an  imioceut  Imbler  for  value,  as  iu 
the  case  of  money  ami  bills  of  exchange.  Thus 
there  Avas  no  case  t**  decide  how  the  property  ot  a 
stolen  note  Avould  pass. 
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40.  Such  WU3  the  state  of  the  law  when,  on 
the  11th  DecemhiT,  1756,  William  Viiiney,  who 
was  the  owner  of  a Bank  of  En^jlnnd  note,  sent  it 
in  a letter  by  post  to  a friend  in  the  country.  On 
the  same  niglit  the  mail  was  robbed,  ami  the  note 
iu  question  was  carried  otf.  On  the  I’ith  of  the 
same  December,  the  note  came  into  the  possession 
of  the  plaintitf,  htr  a full  and  valuable  ctmsidera- 
tiou,  in  his  usual  course  of  business,  and  without 
any  uoiiee  or  kuowledj^c  of  its  having  been 
stolen. 

Air.  Finney,  on  the  13th  of  December,  being 
informed  of  the  robbery,  applied  to  the  Bank  of 
England  to  stoj>  payment  of  the  note.  Some  time 
afterw'ards  the  plaintitf  applied  to  the  bank  for 
payment  <»f  the  note,  and  for  that  purpose 
deliv'ered  it  to  the  di-feudaiit,  who  was  a clerk  in 
the  Bank,  but  the  defendant,  Uace,  refused  cither 
to  pay  it,  or  to  redeliver  it  to  the  plaintitf. 

The  tilaiiititf  brought  an  action  against  the 
defendant  to  recover  possession  of  the  bank  note, 
and  the  jury  found  in  his  favor,  subject  to  the 
opinion  of  the  court,  “whetlier,  under  the  cir- 
cumstances of  the  case,  the  plaintitf  had  a sutli- 
cient  pro])erty  in  tliis  bank  note,  to  entitle  him  to 
recover  in  the  j>rescnt  action.” 

Thus,  the  jtoiiit  in  issue  before  the  court  was 
simply  this — “AVhether  an  innocent  holder  for 
value  of  a stolen  bank  note  acquired  a property 
in  it  by  delivery,  and  was  entitled  to  retain  it 
a*:ainst  a former  oa\  iier  from  whom  it  had  been 
stolen 

It  was  admitted  that  the  usage  of  trade  was 
that  bank  notes  were  paitl  and  received  as  cash, 
and  that  they  passed  fnun  one  person  to  am>ther 
by  mere  delivery  like  cash,  and  that  the  posses- 
sion always  carried  Avith  it  tiie  property. 

It  was  contended  by  Sir  Bichard  Lloyd,  for 
the  defendant,  that  tlie  action  was  not  for  the 
money  due  upon  the  note,  but  for  the  note  itself, 
the  paper,  the  evidence  of  the  debt.  That  the 
note,  or  the  goods,  as  he  called  it,  was  the  pro- 
]icrty  of  Ali’.  Finney,  avIio  Avas  the  real  oAviier, 
Avho  could  not  be  divested  of  his  property  in  it, 
except  in  the  manner  in  Avhich  he  might  lose  it 
in  any  other  chattel.  lie  denied  tlie  holder’s 
(merely  as  holder)  right  to  the  note  against  the 
true  oAvner,  or  that  possession  gaAC  a right  to  it. 

The  counsel  for  the  plaintitf,  Air.  Williams, 
maintained  that  the  holder  of  a hank  note,  upon  a 
valuable  consideration,  has  a right  to  it,  even 
against  the  true  oAvner.  That  the  circulation  of 
these  notes  vests  a property  in  tlie  liolder,  aaIio 
comes  to  the  possession  of  it  upon  a valuable 
consideration. 

We  shall  noAv  giv'C  Lord  Alausfield’s  judgment, 
with  the  italics  as  they  stand  in  1.  BurroAvs, 
p.  456. 

“After  stating  the  case  at  large,  he  declared 
that  at  the  trial,  he  had  no  sort  of  doubt,  but  this 
action  Avas  aa’cU  brought,  and  would  lie  against 
the  defendant  in  the  pre.^ent  case;  upon  the 
freneral  course,  of  business^  and  from  tlie  cow.se- 
quences  to  trade  and  commerce,  Avhich  Avould  be 
much  incommoded  by  a contrary  determination. 

“ It  has  been  very  ingeniously  argued  by  Sir 
Kichard  Lloyd  fur  the  dcfeiidaut.  But  the  aa’IioIc 
fallacy  of  the  argument  turns  upon  comparing 
Bank  Notes  to  what  they  do  not  restmihle,  ami 
Avhat  they  ought  not  to  be  compared  to,  riz.  to 
gtMids,  or  to  securities,  or  documents  for  debts. 
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“ Noav  they  are  uot  goods,  not  securities,  nor 
documents  hw  debts,  mu*  are  so  esteemeil ; but 
are  trented  :i'  /wowc//,  as  cn.\7q  in  the  ordinary 
course  and  transaction  of  business,  by  the  general 
consent  of  nuoikiml;  which  gives  them  the  credit 
and  currency  of  money.,  to  all  intent.s  and  pur- 
jtoses.  They  are  as  much  ///owe//,  as  guineas 
theni.'^elves  ar“;  or  any  tdher  current  coin,  that 
is  used  in  coniinou  payments  as  money  or  cash. 

“ They  pass  by  a will  Avhich  iKMpieaths  all  the 
testator’s  money  or  cash;  and  are  never  consider- 
ed as  securit'ps  for  money,  but  as  money  itself 
Upon  Lord  Ailcslmry  s Avill  <£000  in  Bank  Notes 
was  coiisidenal  as  cash.  On  payment  of  them, 
AAhencA'er  a receipt  is  required,  the  receipts  arc 
ahvays  giA'Cii  as  iov  money;  xot  as  for  scc’«n7a’.v, 
or  notes. 

“ So  on  bankruptcies,  they  cannot  be  followed 
as  identical  ami  distinguishable  from  money;  but 
are  ahvays  ce  nsidered  as  money  or  cash. 

“ It  is  a i>ity  that  re]torters  sometimes  catch 
at  quaint  expressions  that  may  haiq»eu  to  be 
dropped  at  tite  bar  or  bench,  and  mistake  their 
meaning.  It  has  been  quaintly  said  ‘that  the 
reason,  why  money  can  not  be  foIloAved  is  becausk 
it  has  no  earmatf  but  this  is  not  true.  The 
t7'ue  reason  is  upon  account  of  the  currency  of  it, 
it  cannot  be  recovered  after  it  lias  passed  in 
currency.  S<t  in  case,  ot  money  stolen,  the  true 
oAvuer  camioi  recover  it,  after  it  ha.s  been  paid 
aAvay  fairly  and  honestly  ‘upon  a valuable  ami 
bond  fide  consideration ; but  before  money  has 
passed  in  currency,  an  action  may  be  brouglit  lor 
the  money  itself  There  Avas  a case  in  LG.  1. 
at  the  sittings,  Thomas  v.  Whip.,  before  Lord 
Macclesfield,  Avhich  Avas  an  action  upon  a.‘«siimp- 
sit,  by  an  atlnunistrator  against  the  defendant, 
for  money  had  and  received  to  his  use.  The 
defomlant  avis  nurse  to  the  iutestate  during  his 
sickness,  and  being  alone  conveyed  away  the 
money.  And  Lord  Macclesfield  held  that  the 
action  lay.  Noav  tliis  must  be  esteemed  a find- 
ing at  least. 

“ Apply  this  to  the  case  of  a Bank  Note.  An 
action  may  lie  against  the  finder,  it  is  true,  (ami 
it  is  not  ot  all  denied);  but  not  after  it  has  been 
PAID  AWAY  IN  CURRENCY.  And  tliis  point  has 
been  determined  even  in  the  infancy  of  Bank 
Notes;  for  i.  Salk.  126.  AI.  10.  AV.  3.  at  nisi 
prius,  is  in  point.  And  Lord  Chief  Justice 
//o/t  there  says  it  is,  ‘by  reason  of  the  course  of 
trade,  Avliich  creates  a property  in  the  assignee  or 
bearer.’  (And  the  ‘bearer’  is  a more  proper 
expression  tlian  assignee.) 

“Here  an  innkeeper  took  it,  bona  fide  in  his 
business,  from  a person  avIio  made  an  appearance 
of  a gentleman.  Here  is  no  pretence  or  suspicion 
of  COLI.USION  xcith  the  robber,  for  this  matter  AA'as 
strictly  inquired  and  examined  into  at  the  trial, 
and  is" so  stated  in  the  case,  ‘that  he  took  it  for  a 
f ull  and  mlnahle  consideration,  in  the  usual  course 
of  business:  Indeed  if  there  luul  been  any  collu- 

sion, or  any  circmnstances  of  unfair  dealhig,  the 
case  had  been  much  otherAvise.  If  it  ha<l  been  a 
mUefor  £1,000  it  might  Iiavc  been  suspicious; 
but  this  Avas  a small  note,  for  £21  10s.  only,  and 
moneif  ^iven  in  exchange  lor  it.” 

Lord  Mansfield  then  commented  upon  certain 
of  the  cases  Avhich  luul  been  cited,  and  shcAved 
tiiat  they  did  not  apply  or  were  niisreported,  and 
colli  iiiued : 
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“ A Bank  Note  is  constantly  and  universally, 
bulli  at  liimu*  and  abroad,  treated  as  money,  as  cash, 
and  paid  and  received  as  cash  ; and  it  is  necessary 
fur  tlie  purposes  of  commerce  that  their  au'rency 
siiould  be  established  and  .secured. 

“There  Avas  a case  in  the  Court  of  Chaucery 
on  some  of  Mr.  Chilffs  notes,  (layable  to  the 
per.son  to  Avhom  they  Avere  given,  or  bearer.  The 
note.s  had  been  lost,  or  destroyed,  many  years. 
Mr.  Child  Avas  ready  to  pay  them  to  tlie  AvidoAv 
and  administratrix  of  the  person  to  Avhom  they 
Averc  made  payable,  upon  her  giving  bond  v-dth 
tAvo  respou.sible  sureties  (as  is  the  custom  in  such 
CJises)  to  indemnify  him  against  the  bearer,  if  the 
notes  should  ever  be  demanded.  The  adminis- 
tratrix brought  a bill;  which  was  dismissed 
because  she  either  could  not,  or  Avould  not,  give 
the  security  required,  No  dispute  ought  to  be 
made  Avith  the  bearer  of  a cash  note  ; iu  regard  to 
commerce  and  for  the  sake  of  the  credit  of  these 
notes;  though  it  may  be  both  reasonable  and 
customary,  to  stay  tlie  iiayment,  till  inquiry  can 
be  made  Avliether  the  bearer  of  the  note  came  by 
it  fairhi  or  not.” 

Judgonent  Avas  then  given  for  the  plaintiff. 

41.  Noav  by  this  decision  it  AA’as  established 
that  Bank  Notes  resembled  money  in  this  re- 
spect, that  an  innocent  holder  for  value  might 
retain  them,  even  tliough  stolen,  against  the 
former  0A\mer.  And  this  decision  has  been  con- 
tinued by  a host  of  cases  since  that  time.  And 
it  is  noAV  a Avell  settled  principle  of  English  laAV, 
that  a person  taking  any  instrument  of  credit 
bond  fide,  and  for  full  value,  is  entitled  to  recoA’cr 
ou  it.  Thus,  the  doctrine  Avhich  had  ahvays 
been  lield  as  regards  bills  of  exchange  aa’Us  by 
this  decisiim  held  also  to  apply  to  Bank  Notes. 
But  further  than  this,  the  principle  of  the  decision 
has  been  extended  to«^/  negotiable  instruments  ; 
it  also  applies  to  bills  of  lading,  and  dock 
Av  arraiits ; it  is  aax‘11  settled  by  a series  of  cases 
that  the  property  represented  by  bills  of  lading 
and  dock  Avarrants  passes  to  an  innocent  holder 
for  value,  exactly  iu  the  same  manner  as  bills  of 
cxchangG. 

4*2.  Such  is  the  true  legal  bearing  of  this  case, 
and  Avc  see  that  it  lends  no  force  Avhatever  to  tlie 
doctrine  that  bank  notes  are  cash,  or  currency,  to 
the  exclusion  of  bills  of  exchange.  So  far  from 
it,  it  proves  the  very  reverse,  because  if  the  prin- 
ciple of  transfer  by  deliA'ery,  is  the  criterion  of 
currency,  the  rule  A\'as  applied  to  bills  of  exchange 
long  betbre  it  Avas  aiiplied  to  bank  notes.  And, 
if  that  be  the  criterion,  bills  of  lading  and  dock 
Avarrauts  are  currency  as  Avell,  a conclusion 
Avhich  must  be  rejected.  Moreover  if  Colonel 
Torrens  is  Avilling  to  accept  the  judgment  of 
courts  of  luAv,  as  to  A\iiat  is,  and  Avhat  is  not 
money,  he  must  admit  that  deposits  iu  banks  are 
carrency,  or  nmney,  because  it  lias  been  several 
limes  held  in  the  courts  of  eiiuity,  that  a balance 
at  a banker’s  passes  under  tlie  Avord  money  in  a 
Avill.  Now  the  sect  of  economists  to  Avhich 
Colonel  Torrens  belongs,  strcnnously  repudiate 
the  doctrine  that  deposits  iu  a bank  are  currency. 

43.  But  though  the  general  principle  decided 
in  the  case  of  Miller  v.  Race  is  luuloubtedly 
Avell  settled  hiAV,  that  by  no  means  holds  good  of 
all  the  sAveeping  asseftiuns  attributed  to  Lord 
INlansfield  in  the  jndguient  as  reported  in  BurroAvs. 
The  assertions  attributed  to  Lord  ^lausfield  are 


BO  extraordinary,  that  we  cannot  belitwe  that  he 
has  been  correctly  reiMU’ted.  He  himselt.  in  the 
course  ttf  his  judgment,  as  rt'ported,  says  that 
Lord  Cliief  Justice  Holt  must  have  been  mis- 
rcp**rted  in  one  of  the  cases  cited.  And  Ave 
firmlv  believe  that  the  same  thing  has  happened 
iu  this  Ciise.  A\  e entirelv  refu'^e  to  belicAO  that 
he  ever  could  have  uttered  tlie  extraordinary 
assertions  attributed  to  him.  For  he  is  actually 
made  t»»  say  that  bank  notes  are  not  only  like 
money  iu  .some  respects,  and  that  they  AA'ere  as 
readily  receiA'cd  as  cash,  iu  the  course  ot  trade, 
but  he  is  made  to  say  that  they  Avere  the  same  as 
money  to  “all  intents  and  purposes. 
they  are  as  much  money  as  guineas  themsch'es.” 
and  that  they  were  “ newer  considered  as  securi- 
ties for  money,  but  as  money  itself:'  Ami  he  is 
made  to  adduce  several  cases  in  Avhich  bank 
notes  Avere  treated  as  money.  But  aa'c  refuse  to 
believe  that  so  eminent  a judge  could  ever  have 
said  that  they  vA'cre  the  same  as  money  to  all 
intents  and  purposes,  or  that  they  Avere  as  much 
money  as  guhteas  themselves.  I*  or  this  very 
manifest  reason,  a debtor  could  c.ompel  a creditor 
to  receiA'C  guineas  in  payment  ot  a debt,  but  at 
the  time  this  judgment  Avas  given,  no  debtor 
could  compel  a creditor  to  receiA  C £1,000,000  of 
Bank  of  England  notes,  inpayment  of  a debt  of 
one  sixpence.  The  money  of  a country  is  that 
Avhich  a debtor  can  compel  a creditm*  to  take  iu 
discharge  of  a debt.  Guineas  were  legal  tender, 
but  bank  notes  Averc  not  legal  tmuU-r.  The 
acceptance  of  them  Avas  purely  voluntary,  like 
the  acceptance  of  any  other  iustnuueiit  of  credit 
AvhatCA'er,  Edmuml  Burke  av.t<  a better  UiAvver 
than  the  reporter  Avho  attributed  sueh  a doctrine 
to  Lord  Alansfield.  He  says  iu  an  oft-(iuoted 


passage,  ( Reflections  on  the  Rertdutiou  iti  Trance, 
Vol.  1 p,  468-9.  Bohn’s  Edit.)  speaking  of  the 


French  revolutionary  assignats ; “ At  present 

the  state  of  their  treasury  sinks  more  and  more 
in  cash,  and  SAvells  more  and  more  in  fictitious 
representation.  AVhen  so  little  AA'ithhi  or  aa  Ithout 
is  now  found  but  pai»er,  the  representative  not  of 
opulence,  but  of  Avaut,  the  creature  uot  of  credit 
but  of  poAver,  they  imagine  that  our  flourishing 
state  iu  England,  is  owing  to  that  bank  paper, 
and  not  the  bank  paper  oAA'iiig  to  the  tlourLhiug 
condition  of  our  commerce,  to  the  solidity  of  our 
credit,  and  to  the  total  exclnsioh  of  power  from 
am/  part  of  the  transaction.  They  foi’get  that  iu 
England  not  one  shilling  of  paper  money  of 

ANY  DESCRIPTION  IS  RECEIA’^EO  BI  T OF  CHOICE  ; 

that  the  Avhole  has  had  it-^  origin  iu  cash  actually 
deposited  (in  AA'hich  assertion  Burke  is  mistaken) ; 
and  that  it  is  convertible  at  pleasure,  in  an 
instant,  and  Avithout  the  smallest  loss,  into  cash 
again.  Our  paper  is  of  value  in  commerce, 

BECAUSE  IN  LAAV  IT  IS  OF  NONE.  It  IS  POWER- 
FUL ON  ’Change,  because  in  AVestminster 
Hall  it  is  impotent.  In  payment  of  a debt 
OF  twenty  SIIILI.INGS,  A CREDITOR  MAY  REFUSE 
ALL  THE  PAPER  OF  THE  BaNK  OF  EnGAND.  NoT 

is  there  amongst  us  a single  public  security,  of 
any  quality  or  nature  Avhatsoever,t!iat  is  enforced 
bv  authority.”  Nor  did  the  Hank  restriction 
Act  of  1797  venture  to  make  Bank  Notes  legal 
tender,  it  only  enacted  that  if  a debtor  offered 
them  iu  payment  of  a debt,  he  should  not  be 
iTcsted;  it  did  not  take  away  any  creditor's 


ai 


right  to  demand  and  be  paid  in  coin.  But  it 
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eiiactL'cl  that  payment  of  debts  in  Bank  Notes 
was  to  be  deemed  payment  in  cash,  if  otfered 
ami  ACCKt*Tt:i)  as  such.  Now  what  was  Ihc  use 
of  this  cnaetnient,  if  Bank  Notes  wore  already 
as  much  uioiiey  as  jruiueas  to  all  intents  and 
IHirposes?  Blit,  in  fact,  Bank  Notes  were  not 
declared  to  be  le^^al  temier  between  ya-rsons, 
until  tfie  Bank  Charter  Act  of  1h33.  Now  if 
tiiey  were  already  identical  with  guineas,  what 
was  the  use  of  this  enactment? 

44.  But  Lord  Mansfield  is  further  made  to  say 
that  liauk  notes  were  not  securities  tor  money, 
Imt  immey  itself.  But  how  ccnild  this  be  when 
the  bank  note  was  a promise  to  pay  on  the  face  of 
it  ? And  every  holder  of  a bank  note  had  a 
riglil  to  demand  jtayment  of  it  in  guineas.  How 
was  it  dilfereiit  in  kind  from  any  other  promise 
to  pay  ? No  doubt  it  enjtiyed  a higher  degree  of 
credit  than  other  ]»roniissorv  notes,  and  probably 
no  one  ever  doubled  that  he  could  get  cash  for  it 
if  he  ehose,  but  that  did  not  make  it  money.  It 
was  manifestly  tm  ihe  very  face  (>f  it  a security 
for  money,  iliough  one  that  was  never  doubted. 

4o.  '.riuis  we  see  that  theargmnents  for  draw- 
ing a fundamental  distinctum  between  bank 
notes,  payable  in  cash,  and  other  instruments  of 
credit,  so  as  to  make  (me  cuiTeiicy  and  the  other 
not  curreney,  fail  entirely.  And  we  do  not  hesitate 
to  affirm  that  it  is  not  possihle  to  frame  a 

DEFINITION  or  CVRIIENCY  SO  AS  TO  INCLl  DE  BANK 
NOTES  CONVEKTIUEE  INTO  CASH  ONLY,  ( und  liot 
such  as  are  iuconcfriihle  and  ileclared  by  law  to  he 
le^al  tender),  and  to  exclude  other  instru- 
ments OF  CREDIT. 

46.  riamiissory  notes  were  first  introduced 
into  this  etmutry  by  the  goldsmiths  of  London, 
wlio  issued  them  in  exchange  for  money  deposited 
with  them  by  their  customers,  and  also  in  tlic 
discount  of  bills  of  exchange.  They  were  at 
first  treated  exactly  as  bills  of  exchange  ami 
were  passed  by  imiorsement.  But  it  was  long 
before  they  were  recognized  by  the  law  merchant. 
They  were  first  technically  called  hills  ohld^atory, 
ur  hills  of  credits  or  of  dehU  (Bill  Ohld.atort), 
and  it  was  provided  by  the  Act,  Statute  1694,  c.  20, 
s.  *29,  founding  the  Bank  of  England,  that  its  bills 
obligatory  and  of  credit,  i.e.,  it.s  bank  notes,  might 
be  assigned  and  assignable  to  any  ]»erson  or 
juT.soiir  who  should  voluntarily  aece]»t  the  same, 
and  so  by  such  assignee  toties  (jnativs  by  indorse- 
ment tlnu’enpou ; and  that  sncli  a.ssignment,  and 
assignments,  so  to  be  made,  sliotild  abstdiitely 
A'est  and  transfer  the  right  und  property  in  and 
unto  such  bill,  or  bills  ob]igat(.n’y,  and  of  credit, 
and  the  monies  due  upon  the  same;  and  that  the 
assignee  or  assignees  sliould  and  might  sue  for  and 
maintain  an  action  thereupon  in  his  own  name. 

This,  however,  did  not  extend  to  the  notes  of 
]»rivate  liankers,  whicli  were  for  some  time  longer 
wiihuiit  the  pale  of  the  law,  and  Lord  Chief 
Justice  Holt  was  terribly  imt  (mt  when  an  action 
on  a promissory  note  as  brougtit  in  his  court. 
(Eromissory  N ote).  i5y  the  Act,  Statute  1704, 
c.  8.  the  (piality  of  negotiability,  which  had  been 
conferred  on  the  notes  of  tiie  JJank  of  England, 
was  also  conferred  on  the  promissory  notes  of  all 
other  ]M‘i>oiis,  that  is, they  were  made  iransferable 
by  indoi>enient.  Jn  process  of  time,  liowever,  as 
a bank  note  was  a promise  to  pay  cash  to  liearer 
on  demand,  ami  coiisetpiently  everyone  thought 
tl.at  taking  the  note  of  a wealthy  banker  wliicli 
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might  be  cashed  at  a moment’s  notice,  was  as 
good  as  cash  itself,  the  custom  of  indorsing  bank 
note.s  fell  into  disuse ; and,  we  find  in  the  case  of 
Miller  V.  llact  above-mentioned,  that  it  wa.s  the 
acknowledged  usage  of  trade  that  bank  note.s  M ere 
passed  by  mere  delivery  from  liand  to  hand  >vilh- 
ont  indorsement.  But,  though  from  tlie  .sense  of 
security  entertained,  the  ceremony  of  indorsement 
Mas  dispensed  M'ith  as  superfluous,  it  must  be 
carefully  observed  that  that  in  no  M'ay  altered  the 
character  of  the  instrument,  and  the  receiver  of 
the  note  did  it  entirely  at  his  om  ii  peril,  and  ran 
exactly  the  same  risks  as  he  did  if  lie  took  any 
other  iustrmmmt  of  credit  Mitliout  indorsement. 
(Promissory  Note). 

47.  But  though  M-e  entirely  deny  that  there  is 
any  distinction  in  kind  betM  ceu  bank  notes  pay- 
able in  cash,  and  M'hich  ai'c  not  made  legal  tender 
by  laAV,  and  other  instruments  of  credit,  yet  they 
are  the  most  i»oM\Tfid  form  of  credit  for  good  or 
for  evil,  and  I ke  all  other  forms  of  poAver,  Avldlo 
they  are  capable  of  being  used  so  an  to  produce 
immense  bem-fits,  their  abuse  Avill  produce  the 
direst  calamities.  Any  instrument  of  credit 
AvhateA’cr  disi»ense.s  Avith  the  use  of  coin  in  any 
transaction  in  which  it  is  used,  and  bank  notes 
among  tlie  i\<t.  AVe  have  shcAvn  that  it  is  a 
general  bnv  of  the  currency  that  Avhen  two 
species  of  currency  circulate  together  of  the  same 
nominal  amoniit,  but  of  difiereiit  actual  values, 
tile  least  valuable  Avill  drive  out  and  expel  the 
more  valuable.  From  this  general  biAv  it  folloAVs 
that  if  bank  notes  be  alloAved  to  be  issued  of  tlie 
same  denomination  as  any  coin,  they  Mill  cer- 
tainly expel  that  coin  from  circulation.  Expe- 
rience ami)ly  A'crifies  the  truth  of  this  hiAV.  It 
has  been  invariably  found  in  all  countries  that 
bank  notes  (IrB'e  coin  of  the  same  denomination 
out  of  circulation.  Consequently,  instead  of  the 
Solid  universal  credit  of  money,  there  comes  to  be 
substituted  the  precarious  and  ])articular  credit 
of  individuals,  as  the  sole  circulating  medium  of 
a country.  A condition  of  tilings  manifestly 
frauglit  Avith  danger.  Consequently  no  bank  notes 
should  be  pei-initted  to  be  issued  of  the  same 
denomination  as  the  standard  metallic  unit  of 
money.  The  same  remarks  are  no  doulit  to  a 
certain  extent  true  of  bank  notes  of  a higher 
denomination.  A bank  note  of  £6^  or  «£100,  as 
cortaiidy  dispenses  Avith  and  displaces  five  soax*- 
reigus,  or  100  sovereigns,  as  a £T  note  does  one 
sovereign.  But  then  there  are  not  nearly  so 
many  transactions  in  Avhicli  a £5  note  or  a £100 
note  is  required,  as  Avhere  a sovereign  is  required. 
Conserpieiitly  if  £1  imtes  are  prohibited,  the 
necessities  of  cominerco  and  trade  Avill  compel 
I>eople  to  keel*  certain  amount  of  specie  in  tlie 
country,  and  thus  the  currency  in  general  will  be 
leavened  Avith  a sutlideucy  of  metal  to  enable  it 
to  preserve  it.-  stability. 

48,  Bank  notes,  tlien,  arc  to  be  regarded  in 
every  point  of  vicAv  as  iiulependeut  entities,  and 
the  creation  and  issue  of  tliein  has  exactly  the 
same  efiects  as  the  importation  of  so  much  money. 
The  immense  advantage  of  tliem  consists  in  this, 
that  if  any  givat  Avork  is  to  be  etleeted  they  can 
be  created  and  issued  at  onc(»,  Avitliout  delay,  and 
at  coniparati\ ely  no  expen-^e,  Avhereas,  to  obtain 
an  e(iual  amo'iut  of  metallic  money,  eonmiodities 
must  first  be  exported  to  obtain  it.  I'lie  eiior- 
mouc  advaucc  of  England  iu  iiulustriul  Avorks  iu 
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the  last  ciuarter  r*f  the  last  century  M’as  chiefly 
cfiectcd  by  means  of  bank  notes,  and  without 
bank  notes  they  could  mwer  have  been  etleeted 
in  Sit  short  a space  iif  time.  S<»  the  prodigious 
strides  made  by  Scotland  during  the  last  century 
Avore  cliietiy  <bic  to  the  tormatitui  of  powertii! 
banks.  And  these  bank  notes,  so  long  as  there 
wa^  real  demand  for  them,  Avere  exactly  equiva- 
lent to  so  much  real  additional  capital,  as  Ave 
huA'c  seen  above  that  Mr.  Mill  acknoMledges. 

49.  But  nidbrtnnately,  Avliile  the  crealiiui  of  a 
certain  amount  of  bunk  notes  is  a great  ble.ssing, 
the  issiu-rs  of  tliem  deriving  so  much  pixiit  from 
their  manufacture,  and,  in  tact,  tinding  tlieinsclves 
in  tlio  possession  of  so  miicli  wealth,  Avithout 
labor,  luiA'O  scarcely  ever  been  able  to  restrain 
themselACs  Avitliin  ilue  limits.  It  is  fpiite  dear 
tliat  being  independent  entities,  if  the  quantity 
issued  exceeds  ctwtain  limits,  like  everything  else 
under  similar  ciremnstances,  their  value  Avill 
diminish,  as  compared  Avith  metallic  money. 
'J'here  is  no  instance  in  any  country  iu  A\*hich  any 
l*ersons,  public  or  private,  having  been  entrusted 
Avith  the  poM  i r of  issuing  bank  notes,  miHmited 
in  amount  and  demmiinatioii,  have  not  abused  it, 
and  produced  such  calamities  as  to  make  men 
almost  curse  tlie  Axry  jioAver  itself.  In  most 
countries,  therefore,  it  lias  been  found  abs)*Iutely 
necessary  to  limit  the  poAver  of  issue  either,  or 
both,  in  amount  and  denominatittu.  In  England 
the  Bank  of  England  Avas  limited  at  first  iu 
amount,  but  not  in  denomination;  it  Avas  atter- 
Avards  unlimited  in  both.  The  private  liankers 
AA'cre  nnliniited  iu  both  till  177*5,  and  the  conse- 
(lucnce  Avas,  specie  was  driven  out  of  many  parts 
of  the  country,  Avhere  notes  circulated  for  6d.  In 
that  year  bank  notes,  under  £.5,  Avere  sup]iresscd. 
This  restriction  lieing  temporarily  suspended  du- 
ring the  bank  restriction  act,  Avas  productive  of 
enormous  calamities  to  the  country  from  1810  to 
1816,  and  Avas  again  imposed.  The  Bank  of 
England  itself  having  immensely  abused  its  pOAver 
of  issue,  and  having  brouglit  itself  to  the  very 
verge  of  bankruptcy  on  several  occasions,  Avas 
again  ]mt  under  restraint  by  the  Bank  Charter 
Act  of  1844,  and  ail  other  banks  Avliich  issued 
notes  at  that  period  Avei'c  also  strictly  limited, 
and  all  ncAV  ones  Avere  prohibited.  And  so  it  lias 
been  found  necessary  to  adopt  st>me  measures  of 
limitation  in  almost  all  other  countries. 

50.  But  the  actual  amount  of  the  limitation 
and  the  method  of  eiiforeiug  it,  as  Avell  as  the 
criterion  of  depreciation,  have  been  the  subjects 
of  much  controversy  and  difiereiicc  of  opinion. 
Some  Avriters  maintain  that  bank  iii.*tes  siumld 
strictly  be  limited  to  the  cxcliangii  of  bullion, 
tliat  the  bullion  they  are  exciianged  for  siumld 
be  rigidly  kept  in  the  vaults  of  the  bank,  that 
for  every  £5  note  in  eircnlatioii  there  should 
aetualiy  be  five  sovereigns  in  the  bank.  This  is 
Avliat  tliey  call  the  Currency  Brincipi.e.  Upon 
this  principle  the  bank.s  of  Venice,  Amsterdam, 
SAvedeii,  llainburgh,  and  others,  have  been  found- 
ed, or  professed  to  he.  Tims  tlic  credit  they 
created  amis  exactly  equal  to  the  bullion  they 
po.^sessed.  But  these  banks  never  did  any  dis- 
count business  at  all.  It  is  absolutely  impos- 
sible FOR  A BANK,  CONSTRUCTED  ON  TIIE  CUR- 
RENCY' PIUNCIPEE,  TO  I>0  DISCOUNT  BUSINESS. 
For  it  is  the  very  essence  o f a ‘‘^l/anhf  to  disenmt 
hills  of  exchanyte  hif  creating  credit.  It  is,  there- 
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fore,  impossible  to  apply  the  currency  principle 
to  the  Bank  of  England  Avilhout  iirohibiting  it 
from  discounting  bills  of  exchange.  In  some 
banks  their  issues  arc  limited  to  a certain  propor- 
tion to  the  bullion  tlicv  have  in  reserve.  In  the 
Bank  of  England  the  issues  are  limited  to  a fixed 
amount  basiul  iqMJii  public  securities,  u ith  an 
additional  amount  exartlv  equal  to  tin*  quantity 
ofbulliou  iu  the  bank.  In  America  it  is  common 
to  require,  in  addition  to  the  convertibility  ot  the 
note,  tliat  an  eqttal  value  of  some  other  property, 
such  as  ]>ublic  securities,  or  a mortgage  upon 
laud,  be  deposited  \\  itli  some  jniblic  ollice,  by  all 
i^.suers  of  notes.  All  these  regulations  have  been 
devised  to  check  the  almost  nnivcixul  temlency 
Banks  entru.sted  Avith  an  unlimited  p**wor  of  i^siio 
have  had,  to  endanger  tlieli*  omii  stability  by 
excessiA'c  issues  of  note.s.  But  although  in  many 
eases  these  restnclious  undoubtedly  do  coutVr 
additioual  security  on  the  notes,  they  must  be 
considered  more  as  expedients  to  com]H'l  banks 
to  do  what  they  have  very  seldom  had  the  reso- 
lution to  do,  namely,  ti.»  raise  llie  rate  of  discount 
during  a foreign  drain  of  bullion.  The  neglect  (*t 
this  has  been  the  cause  of  some  of  the  most  severe 
commercial  crises  in  our  history.  (Discount; 
Crisis,  Co.m.mlkcial.) 

BANNATYNE,  DUGALD. 

Observations  which  enter  into  the  commerce  ui 
grain,  and  into  the  measures  for  supplying  food  to 
the  people.  GlasgoAV',  1816. 


BANNEFROY. 

Memoire  sur  la  mendicite. 


Paris,  1791.  G. 


BANNISTER,  SAXE.-  Formerly  Attoniey- 
Geiieral  of  N’caa'  South  \\  ales,  has  eoiiinuiuicated 
several  pajicrs  to  the  Statistical  Journal. 

The  Life  and  Writings  of  M'dlinm  Paterson, 
founder  o f the  Hank  of  Hnglaud.  Loudou,  1858. 
(Paterson). 

BARAS,  MARC  ANTOINE,  was  born  at 

Toulouse  iu  1764,  and  studied  the  hellos  lettres 
and  juris] trudeiice,  and  becanu*  an  advocate  belorc 
that  Parliament.  He  so(.m  abandoned  law,  Iioav- 
CA'er,  for  Political  Economy,  Mliich  had  but  feAV 
cultivator^  at  that  time  in  France,  and  he  sub- 
mitted siweral  ]*lans  of  reform  to  (Vuidorcet.  He 
also  became  aeijuainted  Avith  Badly,  and  other 
eminent  men.  He  com]»osed  a Avork  Arithmetique 
Politique  on  a similar  plan  to  that  of  Arthur 
Young,  Avhieh  gained  him  much  re]mtation.  He 
Ava.s  a partisan  of  tlie  revolution,  and  in  1791, 
being  edeeted  as  one  of  the  mnniciiial  council  of 
Toulouse,  he  did  much  ti»  intivducc  tlie  revolu- 
tionary laAvs  there.  The  Spaniards  threatened 
an  invasion,  and  he  Ava.s  sent  to  the  Convention 
to  urge  thorn  to  adojit  defeusi\e  measures.  He 
rt'tnrned  to  Tfuiloiise,  Avliere  he  described  iu 
indignant  language  the  di-graceful  seeiies  id 
violence  he  had  Avitm-.ssed  in  the  capital.  He 
Avas  soon  afterwards  denounced  as  a Federalist, 
sent  to  Paris  and  executed  along  Avitli  Ileberi, 
Do  Vincent,  and  others,  on  the  i.’llh  April,  1794. 

Arithmctiipte  Politique.  P;U‘is. 

Kloge  de  Dot'tenr  Price. 

Tableau  de  Vinstractiou  pnhldpic  cn  Europe, 
Paris. 
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BAEAULT-REULHON,  C.  HIPPOLYTE. 

Economie  Politique^  arec  T organization  de  la 
J rce  pubitque.  Taris,  1850. 

BARBE-MARBOIS,  FRANCOIS,  Lk?,Iar- 

— Rfirii  at  Motz,  :31st  January^  1745,  for- 
j pj-iy  i-'ii-gt  President  of  the  Court  of  Accounts, 
I e was  employed  in  the  diplomatic  service  by 
J ouis  XVI.,  and  w'as  appointed  one  of  the  council 

0 Ancient'^  in  171)5.  He  was  trans[)ortcd  to 
( uyane  after  the  18th  Fructidor,  but  ajipointed 
C jnneillorof  State  in  1801,  and  a Peer  of  France 
ii  IH14.  He  died  14th  January,  1837. 

Me  moire  snr  lea  Jinancea^  Paris,  1797. 

La  richesse  du  cultirateurn  Translated  from 
t e German.  Paris,  1803. 

BARBET,  AUGUSTE. 

Si/atemc  social,  et  respoimihilite  de  rhomme,  ou 
d la  necessite  dn  prH  par  VHat,  tromime  force 
g mvernementulc  prenaul  sa  base  cC action  snr  les 
V fisses  dans  I organisation  du  tracad.  Pai'is, 

1 i4G. 

Au  pevple;  etat  de  Teconomie  politique  ei  sociale 
d • la  France,  Paris,  1 848. 

BARBIER,  A, — Chef  de  division  in  the  pre- 
fi  rtnre  of  Adeline. 

Organisation  et  traraiix  des  commissions  canton^ 
a es  dc  stutistique.  Poitiers,  1854. 

BARBIER,  STEPHEN. 

.1//  expedient  to  pay  the  public  debts  of  England 
a d France.  Loudon,  1719. 

BARBON,  NICHOLAS. 

A discourse  on  Trade. 

A discourse  conceriiing  coining  the  new  money 
h ••/Jer,  in  answer  to  Mr.  Lock's  considerations 
a out  raising  the  value  of  money.  London,  169G. 

Ihi.s  is  one  of  the  host  of  pamjdilets  which 
a peared  durinj:  the  p’eat  monetary  crisis  of 
1 90.  (Coinage).  It  advocates  the  reduction 

0 the  lu-w  money  to  the  standard  of  the  de;^Taded 
Cl  in,  Avhich  was  in  circulation,  just  as  many  per- 
si  us,  in  1816,  M ould  Iiave  reduced  the  ucav 
Cl  inage  to  the  standard  of  the  dcjireciated  bank 
II.  te.  Although  Barbon’s  object  m jis  to  disunite 
tl  stiimd  doctrine  supported  by  Loc'ke  that  tlie 
q amity  of  bullion  in  the  coin  ivas  the  measure 

01  its  value,  ami  to  establish  the  foolish  fallacy 
tl  It  it  Avas  the  name  and  stamp  on  the  coin  which 
gi  ve  it  its  value,  yet  this  little  AVork  contains 
s(  lie  reniarkalile  things.  He  very  dearly  muler- 
sl  lod  and  inculcated  the  doctrine  that  value  Avas 
tl  • relation  Avhich  a thing  bore  to  otlier  things, 
ni  d he  is  one  of  the  lirst  that  aa^c  arc  aAvare  of, 
AC  10  notices  Avliat  Adam  Smith  calls  the  distiuc- 
ti  II  between  value  in  use  and  value  in  exchange. 
“ lliere  is  iiotldug,”  he  says,  p.  6,  “that  troubles 
ti  s controversy  more  than  tor  Avant  of  distin- 
gi  ishing  betAveen  value  ami  virtue. 

■•Value  is  only  the  price  of  things;  that  can 
m vei*  be  certaiu,  because  it  must  be  then,  at  all 
ti  les,  and  in  all  [daces,  of  tlie  same  value;  there- 
to 'c  nothing  can  have  an  intrinsic  value, 

■*But  things  liaA'c  an  intrinsic  virtue  in  thcni- 
.se  ves,  which  in  all  [duces  liaA'c  the  same  virtue; 
as  tile  loadstone  to  attract  iron,  and  the  several 
ijt  idiiies  that  belong  to  herbs  and  drugs,  some 


purgatiA'C,  soim  diurctical,  &c.  But  these  things, 
though  they  ni.iy  have  great  virtues  may  be  of 
small  value,  or  no  [u*ice,  according  to  the  [dace 
Avhere  they  arc  plenty  or  scarce,  as  the  red  nettle, 
though  it  be  of  excellent  virtue  to  stop  bletxling, 
yet  here  it  is  a Aveed  of  no  value  from  its  jilenty. 
And  so  are  s]>ices  and  drugs  in  their  oavu  native 
soil  of  no  value,  but  as  common  shrubs  and  weeds, 
but  with  us  of  great  value,  and  yet  in  both  places 
ot  the  same  exetdieut  intrinsic  A'irtues.”  Again, 
“For  things  have  no  A'alue  iu  theniseU'es,  it  is 
opinion  and  fadiiou  bring.s  them  into  use,  and 
gives  them  a Am!ue.“  Barbou  thus  puts  Ids  huger 
ou  the  very  thing  Avhich  is  the  curse  and  the  bane 
of  Political  Economy  at  this  day,  the  expression, 
intrinsic  value,  Av  liich  is  confounding  an  intrinsic 
quality  M'ith  an  external  relation.  (BA^K  Note: 
Valve.) 

He  also  M-ell  shews  that  there  is  no  distinction 
betAveen  things  of  eijual  A’alue,  Avhether  they  are 
[lerishable  or  durable.  An  error  ou  this  point 
long  infected  Political  Economy. 

The  most  remarkable  [>art  of  the  Avork,  hoAVCATr, 
is  the  thurongli  refutation  he  gives  to  the  fallacy 
of  the  balance  of  trade  and  the  mercantile  system. 
This  chapter  wi*ll  deserves  to  be  read,  because  it 
is  as  complete  as  aiiytliiug  in  Adam  Smith,  or  any 
I subsequent  Avriter.  Barbon,  in  the  beginning  of 
liis  Avork,  Avell  sIicavs  that  the  fable  of  JMidas  Avas 
the  best  burlesque  of  the  mercantile  system.  After 
ex[)Osiug  the  abMirdity  of  those  who  think  that  gold 
and  silver  Avere  the  only  Avealth,  he  says,  “I  have 
insisted  longer  on  this  subject  than  M'as  necessary 
in  tliis  discourse,  and  the  rather  because  the 
Balance  of  Trade  docs  so  generally  perplex  all 
debates  concerning  trade.  And  that  the  notion 
seems  as  if  it  Avere  first  inA'ented  by  some  mer- 
chants on  purpi-se  to  mislead  men's  reasons  about 
trade,  because  il  is  commonly  used  for  an  argument 
against  any  flourishing  trade,  That  such  a trade  is 
not  for  the  benejit  of  the  natdm.  ♦ 

And  though  I am  of  opinion  there  never  M as  any 
balance  of  trad<*  made  up,  nor  can  be,  by  any 
methods  proposed,  as  I liaA’eyet  heard  ot^  nor  any 
such  uses  to  be  made  by  it,  as  is  expected  if  it 
could  be  found  out,  yet  because  I cannot  think 
that  gentlemen  may  on  a sudden  alter  their  <q)i- 
nion  b}’  anytlung  1 liaA'e  Avrote  against  a subject 
so  generally  believed,  I avHI,  therefore,  for  argu- 
ment's sake,  siqipose  there  is  a balance  of  trade, 
and  that  it  is,  or  may  be,  cast  up  every  year  Avitli 
e\*ery  nation,  yer  it  Avill  not  folluAV  that  the  balance 
of  tlie  account  niii.-^t  be  [>aid  in  money.  For  if  the 
balance  be  paid  by  value,  it  is  no  matter  by  M hat 
sort  of  goods  that  value  is  paid.  For  one  sort  of 
wares  are  us  good  as  another  if  the  values  be  eqxud. 
An  hundred  [)ounds  Avorth  of  lead  or  iron  is  as 
good  as  an  hundred  pounds  Avorth  of  silver  or 
gold.”  p.  5*2-3. 

lie  also  shews  that  it  is  a great  mistake  to 
suppose  that  money  only  goes  out  of  a country 
because  there  are  debts  to  be  [>aid,  as  so  many 
of  the  Avitnesses  in  1804  and  1810  maintained. 

“ Money  is  never  carried  out  of  any  country  Avhen 
it  is  coined,  except  it  be  to  those  countries  where 
the  bullion  beais  a higher  price  than  Avhat  the 
money  is  current  at,  or  Avhere  the  exchange  runs 
so  liigli  to  any  country,  as  it  Avill  be  more  [trolit 
to  the  merchaui  to  melt  doAvn  tlie  money  and 
send  it  over  in  bullion  than  by  bills  of  exchange. 
And  iu  both  these  cases  it  may  often  fall  out  that 
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the  money  may  be  sent  over  to  a country,  and  , 
yet  no  <lel>t  contracted  iu  that  country.  And 
there  the  hidaucing  the  acctaint  cannot  be  the 
reason  of  drawing  money  out  of  a nation. 

“For  though  Sjiain  A\ero  not  indebted  to  any  | 
nation,  yet  the  gold  and  silver  Avould  be  brought 
aAvay,  For  being  more  [dentiful  there  than  in 
am*  part  of  Euro[ie,  because  of  tlie  M est  Indies 
that  belong  to  them,  is  consequently  there  of 
loAA'cr  A^alue.  And  being  their  chief  stu[de  com- 
modity, having  little  otlier  goods  of  value,  if  they 
Avill  trade  AA'ith  other  nations,  and  huAe  their 
commodities,  they  must  gi\'e  their  bullion  in  ex- 
<‘hange,  though  their  laAVs  are  capital  that  prohibit 
it.  And  yet  every  time  they  traffic  Avith  other 
nations  there  may  be  no  debts  left  ou  either  side.” 
Among  the  inferences  he  draws  is,  “ That  no  sort 
of  commodities  ought  to  be  totally  prohibited, 
and  that  the  freer  the  trade  is  the  better  the 
nation  Avill  thrive.” 

Barbon  thus  lias  the  merit  of  being  one  of  the 
first  to  expose  the  fallacy  of  the  balance  of  trade, 
though  his  Avork  does  not  seem  to  ha\'e  produced 
much  etFect,  and  it  Avas  reserved  for  Qiiesnay 
and  the  economists  of  France,  to  make  the  first 
impression  on  [uiblic  opinion.  He  also  saAv  AVitli 
gi'eat  clearness  the  fundamental  fallacy  Avhich  to 
this  day  infects  Political  Economy.  But  A\'hen 
he  comes  to  discuss  the  princi[)al  object  of  his 
Avork  his  sagacity  seems  entirely  to  desert  him, 
and  it  is  nothing  but  an  elaborate  attempt  to 
[)roA*e  that  the  quantity  of  bullion  in  a coin  does 
not  affect  its  A^alue,  Avliich  he  alleges  is  derived 
solely  from  the  name  and  the  stamp.  If  it  had 
not  been  for  this  most  nnfurtunato  absurdity, 
this  would  have  been  one  of  the  most  excellent 
AVorks  before  Adam  Smith. 

BARBOSA— FERREIRA— TERXEIRA- 
GIJIAO,  ANTONIO  LOBO  DE. 

Memoria  sobre  os  pesos  e medidas  de  Portugal, 
sua  origine  antiquidade,  deuominaqdo  e mudanqas 
^•c.  Lisbon,  1833. 

BARHYDT,  DAVID  PARISH. 

Industrial  Exchanges,  with  a consideration  of 
taxation.  Ncav  York,  1849. 

BARING,  ALEXANDER,  Lord  AsinuRTox, 
An  eminent  merchant,  second  son  of  Sir  Francis 
Baring,  (see  folloAving  notice)  Avas  born  27 
October,  1774.  He  A\as  sent  to  America  and 
Canada,  and  managed  tliat  department  of  the 
business  of  the  gi’eat  house  of  Baring.  In  1798, 
he  married  the  daughter  of  William  Bingham, 
Esq.,  a Senator  of  the  United  States.  In  1810,  on 
the  death  of  his  father,  lie  became  the  head  of  the 
house  of  Baring  Brothers.  He  Avas  elected  M.P., 
for  Taunton  hi  1812,  and  for  CalHngtou  in  1820, 
Av'hicli  he  re[>rcsented  till  it  Avas  disfranchised  by 
the  Reform  Act.  Up  to  this  time  he  had  belong- 
ed to  the  Whig  party,  but  he  o[tposed  the  Reform 
Bill,  and  tlieii  joined  Sir  Robert  Peel.  In  1834, 
that  minister  appointed  him  President  of  the 
Board  of  Trade,  and  ISIoster  of  the  Mint,  and 
before  his  retirement  from  office  in  April  1835, 
created  him  a peer.  ^li*.  Baring  chose  the  title 
()f  Lord  Ashburton,  Ins  aunt  having  married  the 
famous  Joliii  Dunning,  Avho  Avas  created  Lord 
Ashburton  in  1782,  and  Avhose  sou  died  Avithout 


issue  iu  1823.  The  relations  betAvccii  Great 
ISritaiii  and  America  having  assumed  a threaten- 
ing as[K'Ct  iu  consequence  of  disjnites  about  the 
unsettled  boundary  betM'eeii  Maine  and  N’ova 
Scotia,  Lonl  Ashburton  Avas  sent  out  by  Sir 
Robert  Peel  as  a s[M  cial  cmumissioiier  to  settle 
the  matter,  Avldch  he  succeeded  iu  doing,  though 
it  is  unfortunately  true  that  he  AA*as  over-reached 
by  the  American  commissioner,  avUo  Milfully 
siqipressed  authorities  Avhich  were  iu  favor  of 
Britisli  rights.  Although  Lord  Ashburton  Avas 
au  adherent  of  Sir  Robert  Peel,  he  o[)posed  the 
Bank  Chai’ter  Act  in  1844,  and  the  re[H,*al  of  the 
corn  luM's  in  1846.  lie  Avas  a great  [nitron  of 
the  arts,  and  a Trustee  of  the  National  Gallery 
and  British  ^lusenm.  He  Avas  a member  of 
most  of  the  Committees  on  Banking  in  the  House 
of  Commons  Avhile  he  sat  iu  it,  lie  died  in  1848. 


The  causes  and  consequences  of  the  orders  in 
council  with  America.  Loudon  1808. 

The  commercial  and  Jinancial  crisis  considered. 
London  1847. 

This  pamphlet  wa.s  MTitten  to  shew  that  tlie 
Bank  Charter  Act  of  1844,  Avas  unsuitable  and 
productiA’e  of  mischief  iu  such  a crisis  as  that  of 
1847. 


“ It  is  singular  that  in  proportion  to  the  abstruse 
nature  and  inherent  difficulties  of  a subject,  men 
arc  apt  to  be  jiusitive  and  . dogmatical  iu  their 
theories,  undaunted  by  adverse  experience,  and 
repeated  disappointments.  The  A arious  schemes 
for  regulating  the  action  of  Banks  have  been 
propounded  Avith  unhesitating  confidence,  ami 
[ironounced  to  be  unfailing  although  every  real 
trial  of  this  great  practical  problem  proves  that 
it  still  remaius  to  be  solved,  and  CA'en  the,  to  me, 
unintelligible  theories  of  the  Birmingham  school 
uf  philosophers  ai'e  still  maintained  Avitli  [»er- 
seA’crance  by  [lersons  of  great  ability,  avIio  seem 
unconscious  that  beyond  the  circle  of  their  oavu 
toM'ii,  the  Avhole  world  is  j^aiiist  them.  The  last 
notable  settlement  of  this  eiulless  controversy 
Avas  by  the  Bank  Charter  Bill  of  1844,  and  the 
gi'eat  leaders  on  both  sides  of  the  House  of 
Commons  are  resoh*ed  to  defend  it,  in  spite  of 
the  unfortunate  fact  that,  ou  the  first  occurrence 
of  Avhat  is  called  a crisis,  the  failure  is  a[>parent, 
in  the  evidence  of  a state  of  embarrassment  never 
exceeded.  IMere  s[>eculative  reasoiiers  defend 
their  theories  Avith  sufficient  obstinacy,  but  men 
Avho  are,  Avho  have  been,  or  who  ex[iect  fo  be, 
ministers  of  state,  cannot  so  easily  afiord  to  be  in 
the  Avi'ong  or  to  confess  themselves  to  be  not 
infallible.  It  is  therefore  stoutly  maintained  iu 
the  House  of  Commons  by  the  leaders  of  both 
[larties,  and  their  numerous  [lartisans,  tliat  look 
about  as  you  may  for  the  cause  of  our  difficulty, 
the  last  Charter  of  the  Bank,  Avith  its  whimsical 
restrictions  and  proA'isious,  Avas  an  act  of  absolute 
Avisdoni.  * * * 

“ XoM%  my  object  in  appeai'ing  before  the  public 
is  to  endeaAoui*  to  maintain,  Avith  asfeAVAA'ords  as 
the  case  may  admit,  the  opinion  1 ga\'o  when  the 
Charter  Act  Avas  before  the  House  of  Lords,  that 
the  ex[)Cctatious  entertained  of  this  infallible 
[lauacea  Avere  unfounded — that  it  Mould  only 
Avork  iu  fair  Aveather,  Avhen  restrictions  of  all 
sorts  are  inoperatiA'C  and  immaterial, — that  it 
could  not  fail  to  break  doMii  under  the  first 
difficulty,  and  that  it  is  iu  fact  a serious  aggra\'a- 
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t on,  if  not  iiidecd  the  actual  cause  of  the  distress 
\ e now  experience!” 

lie  then  ailudes  to  the  crisis  of  lS'2-5,  which 

V as  very  similar  to  that  of  ls47,  and  ridicules 
t :e  division  of  the  Bank  into  two  departments. 
“ Ff  it  were  necessary  to  limit  their  circulating 
r ttes,  it  might  have  been  done  in  a direct  and 
s mple  form,  but  I shall  endeavour  to  shew  that 
n ly  rigid  limitation  by  law  of  a positive  amount 
0 ' issue  of  paper  to  bearer,  having  the  character 

0 ‘ currency,  at  all  times  and  umler  all  circum- 
s ancos,  is  inconsistent  witli  the  duties  ami 
n-cfnlness  of  a bank.”  lie  then  states  the 
t lOorv  of  the  framers  of  the  Act  of  1844,  and 
(1 ‘scribes  the  crisis  of  1825.  In  that  crisis  tlie 
c edit  of  the  Bank  was  good,  no  one  refused  its 
j iper,  and  the  state  of  the  foreign  exchanges 
\ as  tavourable,  so  as  to  render  it  impossible  to 
e ;])ort  gold.  He  Avas  sent  for  by  the  miuistiw  to 
e insult  Avith  them  and  tlie  governor  of  the  Bank, 
a . tit  Avhat  sliould  be  done  in  this  crisis.  They 
11  lanimously  agreed  that,  considering  the  state  of 
t ings  as  desoriljcd,  an  inervnae  of  accommodation 

us  the  true  remedy^  which  was  accordingly  done, 
a id  proved  quite  satisfactory.  “ It  is  hardly 
r •cessary  that  I should  guard  myself  from  being 
s ipposed  to  maintain  that  an  increased  issue  of 
] iper  is  an  iiiAariable  remedy  against  a drain  of 
s lecie,  but  Avliat  I do  maintain  is  that  it  aa'us  the 
f remedy  for  that  particular  case,  and  that  it 

V as  undeniably  proved  to  be  so  by  the  result, 

V Idle  a contrary  treatment  might  have  suited  a 
(1  *aiii  caused  by  adverse  exchanges.  But  the 

1 ct  of  1844  says,  that  all  cases  of  drain  shall  be 
t eated  in  the  same  manner  ; that  there  shall  be 
n 1 discretion  or  judgment  alluAved  as  to  causes, 
a id  my  reason  for  dAvelling  so  long  on  the  case 

0 ■ 1825-6  is  to  substitute  for  speculath'e  rcason- 

1 g a clear  pri^of  that  the  Act  of  1844,  not  only 
y ould  not  have  suited  that  case,  but  would  have 
a ,%TaA'atcd  all  the  difficulties ; that  it  con- 
s qucntly  is  not  of  universal  application,  and 
t lercfore  cannot  AA’ithout  danger  be  suffered  to 
g ivcrii  indiscriminately  our  circulation,  I think 
J might  stop  here,  and  hold  that  I had  proved 
e longh  by  positive  facts  and  results,  and  not  by 
n ere  braiu-spinuing,  the  fallacies  upon  which 
t is  Act  is  founded.  Its  machinery  does  not  suit 
ti  e case  of  pressure  on  the  Bank  from  domestic 
a strust  and  panic,  and  these  must  altcays  he  a 
I rffe  and  formidahle  2)OTtion  of  our  monetary  visi- 
t /mn.?.” 

He  then  treats  of  the  word  “currency.”  “If 
t 1C  Birmingham  philosophers  are  puzzled  by  the 
c lestion  so  ofteu  put  to  them,  to  define  what  they 
r eau  by  a pound  sterling,  Avhen  their  paper  is 
c othed  in  its  in*edeemable  character,  sounder 
r lasoners  appear  to  have  equally  failed  in  any  pre- 
c se  definition  of  tlie  word  currency.  The  Act  of 
1 -^44,  treats  it  simply  as  bank  notes  to  bearer, 
1 ut  tliey  who  observed  critically  and  carefully  all 
t le  varied  mazes  of  our  monied  transactions,  must 
r ‘coguize  an  almost  endless  variety  of  objects, 
a ‘ting  more  or  less  directly,  and  Avith  more  or 
1 ss  celerity,  the  same  part — bills  of  exchange  at 
Lug  or  short  dates — exchequer  bills— India  and 
r lilroad  bonds — deposits  on  demand  with  the 
g vat  money  brokers— latterly,  post  office  orders 
f r small  sums  passing  from  tOAni  to  town,  of 
A hich  useful  description  of  quasi-currency,  the 
I ublic  will  probably  be  surprised  to  leurn  that 


little  short  of  £6,000,000  aaviv  circulated  last 
year.  But  abov<*  all,  deposits  both  witli  tlie  Bank 
of  England  and  pri\*ate  bankers,  are  a most 
essential  part  ( f this  currency ; though  they  do 
not  ajipear  in  the  tangible  slia]>e  of  jticc.es  of 
paper  passing  troni  baud,  they  are,  in  fact,  tlio 
most  formidable  means  of  comiiiandiug  the 
treasures  of  the  Bank,  though  they  setun  to  be 
Avholly  overlooked  by  our  exclusive  guardians 
of  tlie  currency.  The  theorist  sees  in  circulation 
nothing  but  the  bank  note,  but  the  practical  man 
engaged  in  large  ojteratioiis  knows  Iioav  many 
millions  pass  llirough  his  hands  Avithout  his 
seeing  or  touching  a bank  note,  and  how  many 
varied  securities  and  engagements  jK-rform  the 
essential  duties  of  hi.<  circulation.” 

Lord  Ashburton  then  goes  on  to  sheAV  that  this 
Act  is  unsuitable  to  be  made  an  indexible  rule  to 
govern  the  circidatioii  in  all  cases,  but  that  dif- 
ferent species  of  jiressurc  reijuire  different  mode>s 
of  treatment.  An  oj)iuum  which  is  further  con- 
firmed by  the  crisis  of  1857. 

BARING,  SIR  FRANCIS.-An  eminent 
merchant  of  Loiidun,  born  18th  April,  1740,  Avas 
the  third  sou  of  John  Baring,  Esq.,  of  Larkbeer, 
Devonshire,  aa'Iio  was  of  German  extraction.  lie 
was  created  a Baronet  in  1793,  and  died  iii  1810. 
His  sister  Elizabeth,  married  the  lamou.s  John 
Dunning,  the  fii  st  Lord  Ashburton.  Sir  Francis 
was  one  of  the  Avitiicsses  examined  before  the 
Bullion  Committee.  He  published  the  following 
pamphlets : — 

Observations  on  the  establishment  of  the  Bank 
of  England,  and  on  the  paper  circulation  of  the 
country.  London,  1797. 

This  pamjihh  t,  as  containing  the  opinions  of  an 
eminent  merchant  is  entitled  to  our  notice.  It 
moreover  contains  some  dtdails  of  interest.  The 
panic  of  1793  b'  gan  Avith  the  banks  at  XcAA  castle, 
which  the  AAriter  attributes  to  their  is.suing  notes, 
Avhich  alloAA'cd  interest  to  commence  some  months 
after  date,  and  Averc  then  payable  on  demand. 
The  partners  Avere  wealthy,  but  their  fmids  Averc 
iiiA'ested,  ami  Avlien  the  run  came  they  Iiavl  no 
time  to  prepan'  to  meet  it.  The  banks  in  the 
Avest  of  England,  on  the  contrary,  stood  their 
ground,  though  not  so  wealthy  as  tliose  (ff  the 
north,  because  they  issued  notes  jiaynble  at 
twenty  days  after  sight,  with  interest  to  com- 
mence from  the  date  of  the  note,  ami  ceast*  at 
accejitance.  The  writer,  therefore,  Avished  a hiAv 
to  pass,  to  prevent  ccumtry  banks  issuing  notes 
payable  on  demand.  Sir  F.  Baring  then  describes 
the  circumstances  of  the  jAanic  of  1793,  (Crisis, 
Commercial),  and  the  jAolicy  of  the  directors  of 
the  bank.  lie  makes  some  observations  on  the 
course  the  directors  should  follow  in  a crisis. 
“ For  the  present  juu^pose  it  may  be  sufficient  to 
confine  the  comideratioiis,  as  to  the  cause  of  the 
demand  for  guineas  to  three  heads. 

“First,  as  a medium  of  remittance  to  foreign 
parts,  to  supply  the  want  of  bills  of  exchange. 

“ Second,  for  the  purpose  of  hoarding  in  the 
country,  from  aAA'antof  conlidence  in  the  govern- 
ment, and  in  the  circulating  paper. 

“Third,  to  enable  country  banks  to  discharge 
their  demands  VA'hilst  conlKlciice  in  the  govern- 
ment, and  in  the  Bank  of  England,  reuiaiued 
entire  and  perfect, 

“The  first  is  the  most  dangerous,  as  being  the 
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most  injurious  to  the  country ; every  measure 

ought  to  be  taken  to  jjalliate  or  juvveut  it,  jtnt- 
hibitiem  or  baukni])tcy  excepted ; but  it  is 
inevitable,  if  Ave  shall  continue  from  a long  time 
to  have  more  to  j>ay  to  foreigners  than  Ave  receive 
from  them,  or,  in  other  words,  if  the  Balance  of 
Trade  is  against  us. 

“ The  seemul  is  the  only  circumstance  aa-IucIi  can, 
in  anv  measure,  justify  the  late  bankruptcy. 

“ The  third  ought  to  be  \deAAvd,  not  Avitli  jicrfect 
iiuliffereucc,  but  Avith  a dispo.sition  on  the  juirt  of 
the  Bank  to  supjdy  almost  their  last  guinea  ; as 
they  cannot  be  scut  abroad  but  must  return  again 
to  their  oavu  coffers,  as  proved  to  be  the  case  in 
the  year  1793.” 

It  Avas  notoruuis  at  the  time  that  large  quanti- 


ed  in  1732,  and  chosen  Lord  Mayor  in  1737. 
On  the  17th  Seittcmber,  1745,  the  ChcA'alier 
caj»turod  Edinburgh,  and  as  soon  as  the  news  of 
ihU  reached  Lomhui,  a run  began  uj>on  the  Bank 
of  England,  ami  it.s  notes  fell  to  a discount  of 
10  per  cent.,  and  it.s  credit  seemed  to  be  in  danger 
of  being  destroyed.  In  this  emergency  Sir  John 
Barnard  called  a meeting  of  the  merchants  at 
Garraway’s  Coffee-house,  and  1600  signed  a 
pajier  jdedgiug  themselves  to  suj>port  the  credit 
of  the  Bank,  Avhich  produced  such  a good  effect, 
that  the  notes  recovered  from  their  dvjireciatiou 
and  the  run  ceased.  The  merchants  erect^-d  a 
statue  to  him  in  the  Royal  Exchange,  during  his 
life.  It  was  destroyed  by  tlie  lire  in  1838.  He 
retired  from  public  life  in  1758,  and  died  29th 


ties  of  gold  and  silver  Avere  received  from  Frauce  ; , 
of  course  none  could  be  sent  thither,  I 

Sir.  F.  Baring  ajtju'OA'ed  on  the  whole  of  the 
Bank  restriction  Act,  seeing  the  constant  danger 
of  a run  on  the  Bank  from  fears  of  invasion,  and  i 
lie  Avas  also  of  opinion  that  bank  notes  should  have  i 
been  made  legal  tender  during  the  Avar.  “A 
change  even  from  good  to  better  ought  not  to  be 
made  until  there  is  almost  a certainty  of  main- 
taining and  juvserving  it  in  that  jiosition,  for  a j 
retrograde  motion  in  jmblic  credit  is  jAvoductive  i 
of  consequences  which  arc  incalculable.  With 
this  principle  hi  vieAv,  I am  adverse  to  the  Bank 
reassuming  their  payments  generally  during  the 
Avar,  Avhilst  there  is  a possibility  of  their  being 
obliged  to  susjiend  tliem  again.”  He  thought  that 
such  a course  Avonld  jAroiuote  confidence  and 
iiierease  the  security  of  their  notes.  “ But  as  the 
directors  are  men,  and,  of  course,  fallible,  it  Avill 
be  dangerous  in  the  extreme  to  trust  them  with 
such  jioAver,  Avilhout  some  efficient  check  and 
control.  They  may,  for  the  adAuntage  of  the 
jiroprietors,  increase  tlieir  circulating  power 
Avitliont  bounds.  Or  they  may,  under  the  influ- 
ence of  the  minister,  enter  into  loans  or  engage- 
ments beyond  Avhat  the  general  security  and 
safety  can  justity.  These  objects  can  only  be 
attained  by  limiting  the  amount  to  Avhidi  the 
conijiaiiy  shall  be  jAermitted  to  i.^sue  their  notes  ; 
and  Avhicli,  as  observed  before,  ought  not  much 
to  exceed  the  amount  of  what  is  at  present  in 
circulation,”  The  author’s  jArognosticatioiis  Averc 
fully  veritied  some  years  later  by  the  extraA'agaut 
issues  of  the  Bank  of  England  ami  country  banks, 
which,  in  1810,  at  length  caused  the  ajApoiutmeiit 
of  the  Bullion  Committee. 

Further  observations  on  the  establishment  of  the 
Bank  of  England  and  on  the  paper  circuhition  of 
the  country.  Lundou,  1797. 

BARNARD,  SIR  JOHN.  — An  eminent  mer- 
chant of  Ltindon,  A\-as  horn  at  Reading  hi  1685. 
His  jiareiUs  A\ere  Quakers,  but  he  jtuiicd  the 
Church  of  England  at  the  age  of  19.  He  enter- 
ed his  father's  counting-house  at  15,  Avho  Avas  a 
Avine  merchant,  and  in  1721  he  Avas  deputed  by 
the  Aviiie  mcrchauts  to  ojipose  before  Parliament, 
a bill  Avhich  they  considered  aa'ouUI  injuriously 
affect  their  interests.  The  reputation  Avhich  he 
gained  on  this  occasion  jArocured  him  to  be  re- 
turned as  Member  for  the  rity  in  the  folloAving 
year,  Avhich  lie  rcjireseiited  for  36  years.  He  Avas 
alAvays  considered  a high  tinancial  and  com- 
mercial authority  in  Parliament,  and  Avas  oppos- 
ed to  Sir  Robert  Walpole.  He  Avas  knight- 


Augiist,  1764. 

Itcasons  for  the  representatives  of  the  people  tf 
Great  Britain,  to  take  advantage  of  the  present 
rate  of  Interest  for  the  more  speedy  lessening  of 
the  national  debt.  London,  1707. 

A defence  of  several  proposals  for  raishg  of 
three  millions  for  the  service  of  Government  for 
the  year  London,  1746. 

A letter  to  a Member  of  Paidiameut  occasioned 
by  the  rejecting  of  a scheme  for  raising  three 
millions,  London,  1746. 

>'(>we  thoughts  on  the  scarcity  of  silver  coin, 
with  a proposal  for  remedy  thereof.  Loudon, 
1756. 

BARRAU,  PIER  BERNARD,—  A French 
economist,  born  at  Toulouse  in  1767.  He  Avas 
apptunted  to  a place  in  the  AVar  Office  in  1793, 
but  having  married  a rich  Avife,  he  soon  gave  it 
nj(.  Reflecting  on  the  number  of  Avell  cstalflish- 
ed  fortunes  Avliieh  had  been  destroyed  by  unfore- 
seen disasters  he  aams  led  to  consider  the  priuci- 
jtles  of  assurance,  and  established  in  the  South 
of  Frauce  the  first  Mutual  Assurance  Society. 
He  died  in  1843, 

Projet  if  assurances  pour  les  recoltcs  en  grain 
et  idnsy  contre  les  ravages  de  la  grcle.  Toulouse, 
1801. 

Projet  dt assurances  red proqnes  pour  les  niai'i- 
ons  contre  Vinceudie.  Toulouse,  1803. 

Eensememencement  et  la  culture  rendus  plus 
simples,  idus  economiques,  et  plus  productifs,  aa 
moqen  du  semoir  et  du  sarcloir^Barran,  Paris, 
1833. 

Trade  des  flcanx  ct  des  cas  forfuits;  ou 
Manuel  de  proprictaire  de  ioutes  les  classes. 
Paris,  1816. 

BARRE,  CHARLES.— Advocate  at  Paris. 

Du  cf'cdit  ct  des  Bauques  hypothicaires.  Paris, 
1849. 

BARRELLAS.  ESTEVAN. 

Semanario  curioso  historico,  erudito.,  commercial, 
pubhllco,  y economico.  Barcelona,  1750. 

BARREME,  FRANQOIS,-  A French  arith- 
metician, bom  at  Lyons  about  llic  middle  of  the 
17th  century.  He  settled  at  Paris,  and  gave 
lectures  there.  Being  Avarmly  patronized  by 
Colbert,  his  lectures  became  very  fashionable, 
and  his  name  became  proverbial  in  France,  like 
that  of  Cocker  Avith  ns.  He  died  at  Paris  iu 
1703. 
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Comptes  faitvs  du  ^raml  commerce.  Paris 
1 i70.  Best  edition,  17U8. 

LWnthmcti(pU‘^  ou  Ic  Here  facile  pour  apprendre 
r u'ithmelique  aoi  mhne.  Paris,  1677. 

Le  Here  nicesmirc  pour  tons  les  comptahles. 
1 u'ivS,  1694,  and  1704. 

La  ^f  ometrie  scrcantd  Tarpentage.  Paris,  1673. 

Le  grand  Bauquier^  oil  le  Here  den  unmnayea 

uingires  reduites  en  motinuics  de  France,  l^aris, 
1 81,  1696,  and  1717. 

Le  cahier  curieiix  de  Barremo^  arithmeticicn. 

’/atre  Trades  sur  les  parties  doubles,  le  litre  des 
a les  et  domaines. 

BARRET,  PHINEAS. 

Tables  of  the  several  European  Exchanges, 
L judou,  1771. 

BARROIS,  L,  THEOPHILE. 

Mi  moire  sur  cette  question;  quels  seraient  les 
m illenrs  moyens  d employer  pour  soulager  les 
St  tff'rances  dcs  commerqtuUs^  et  des  proprictaires 
ds  Paris,  et  de  la  France.  Pai’is,  1 848, 

BARRY,  PRANCISCUS  DE. 

De  succcssionibus  testati  ac  intestati  opus, 
Lydeii,  1617. 

BARSALON,  GUSTAVE. 

Etudes  sur  le  passe  et  sur  Vavenir  dcs  tra- 
ct. illeurs  industriels,  Ageu,  1848. 

BARTH. 

Vorlesungen  iiher  National-CEkonomie,  Augs- 
bi  rg,  1833  and  1843. 

I ^orlesungen  uber fnanzwissenschaft,  Augsburg, 
U 43. 

BARTON,  JOHN. 

Observations  on  the  circumstances  which  injlu- 
eh  :e  the  condition  of  the  labouring  classes  of 
so'iety.  London,  1817. 

An  enquiry  into  the  causes  of  the  progressive 
dt  jreciation  of  agricxdtural  labor  in  7/iodern  times. 
Lt  ndun,  18*20. 

An  eiiquiry  into  the  expediency  of  the  existing 
re  trictions  on  the  importation  of  foreign  corn, 
wt  h observations  on  the  present  socad  and  political 
pi  tspects  of  Great  Britain,  Loudon,  1833. 

3ASTERECHE,  LEON.— A Director  of  the 
bi  nine  of  France.  Born  at  Bayonne,  died  in 
It  12. 

Essai  sur  les  monnaies.  Paris,  1801. 

3ASTIAT,  FREDERIC.— Of  all  the  losses 
wl  ich  Political  Economy  has  ever  had  to  deplure, 
fe  ■,  if  any,  are  to  be  compared  to  that  of  Frederic 
B:  <tiat.  Other  gi*eat  economists  have  run  their 
fu  I career,  and  have  probably  given  to  the  world 
al  that  could  be  expected  of  them,  but  Bastiat 
Wi  s cut  off  in  the  full  maturity  of  his  pttwers, 
afi  .‘i*  a brief  but  immortal  career  of  only  six  years, 
ju:  t when  the  fruits  of  his  long  meditation,  coni- 
bii  ed  witli  such  clearness  of  i)erception,  power  of 
ex  position,  vivacity  of  style,  keenness  of  irony, 
an  i irresistible  wit,  as  had  never  before  been 
br  lUglit  to  bear  ou  the  subject,  had  begun  to  tleve- 
lo|  e themselves.  But  it  is  not  in  these  alone  that 
Biitiafs  merit  consists.  It  consists  in  this,  that  he 


was  one  of  the  grent  founders  of  what  we  call  the 
THiKi)  .^:ra  of  Political  Economy — the  school  of 
Aristotle,  Biiiley,  '\Vh:iteIy,  and  Chevalier. 

Bastiat  was  tfie  son  of  a merchant  of  Bayonne, 
and  was  born  tlicre  on  the  2.jth  of  June,  1801. 
lie  was  left  an  -u’phan  at  the  age  of  nine,  and  the 
care  of  his  edio  ation  devolved  upon  his  grand- 
father, M ho  had  a small  estate  at  Mugron,  in  the 
centre  of  the  department  of  the  Landes.  lie  was 
sent  to  the  Coll'-ge  of  St.  Sever,  and  afterwards 
I to  that  at  Sorreze,  and  brought  up  witli  a view  to 
enter  his  uncle's  house  of  business  at  Bayonne, 
wliich  he  did  in  his  nineteenth  year.  At  first  he 
thought  that  tlie  business  of  a merchant  was 
purely  mechanical,  and  could  be  picked  up  in  a 
few  mouths.  But  he  Avas  very  soon  disabused, 
and  found  that  the  science  of  commerce  was  not 
mere  routine,  and  that  a merdiant,  besides  his 
goods  and  his  ledgers,  ought  to  study  the  laws  of 
Political  Economy. 

The  love  of  study,  however,  drew  him  away 
from  commerce.  Possessed  of  sufiicient  means 
to  satisfy  his  modest  desires,  he  left  his  uncle’s 
counting-liouse  after  some  years,  and,  in  1825, 
on  his  grandfather’s  death,  retired  to  his  property 
at  ]\IugTon.  ll'i  tried  agriculture,  but  did  not 
succeed.  lie  sludied  Adam  Smith,  J.  B.  Say, 
for  Avhom  at  that  time  he  had  a great  admiration, 
Charles  Comte,  Duuoycr,  and  the  Basque,  or 
Escualdan  language,  lie  also  studied  deeply 
! English  and  Italian  literature.  During  the  fol- 
I lowing  years  he  devoted  himself  to  phiIosoi)Iiy 
and  religion.  His  excessively  retired  habits  at 
this  time  exercised  a very  unfavorable  iufiueiice 
I upon  his  health  and  spirits,  and  he  so  AA  cakened 
: his  mind  by  plunging  too  deeply  into  ]»hilosophi- 
! cal  and  ^cligiou^  controA'crsy  tliat,  for  some  time, 
he  Avas  in  danger  of  sinking  into  a mere  deA'otee. 

But  he  Avas  it  length  happily  persuaded  to 
come  more  into  the  AA'orld,  from  Avhich  he  found 
a decided  benefit.  His  ideas  ou  the  subject  of 
Avealtii  underwent  a change.  Casting  oft'  the 
juvenile  folly  of  despising  money,  he  came  to  see 
that,  in  modern  times,  money  is  often  nothing 
but  the  fruit  of  lioiiorable  industry,  and  the  re- 
AA’ard  of  benefits  conferred  upon  our  felloAv  men, 
an<l  henceforth  lie  came  to  have  a more  rational 
vieAv  of  it. 

Thus,  for  several  years  his  life  passed  away  in 
peaceful  meditation,  deep  study,  and  eai’nest  pre- 
paration for  the  brilliant  fruit  that  Avas  to  come. 
It  does  not  appear  that  he  thought  of  publishing 
anything  till  1829,  Avhen  he  prepiU’ed  a treatise 
on  the  Prohibith  c System,  but  it  ucA^er  saw  the 
light. 

In  1831,  he  was  appointed  to  the  office  of  jnge 
de  paix  at  Mugron,  and  soon  after,  he  Avas  elected 
a member  of  the  Conseil  General  of  the  depart- 
ment, and  for  the  next  nine  years  he  followed 
the  same  uneventful  life.  In  1840,  he  Avent  to 
Madrid  to  assist  in  founding  an  Insurance  Com- 
pany, and  he  gives  an  amusing  account  of  the 
Spanish  character.  Having  some  family  business 
in  Lisbon,  he  Aveiit  ou  there,  and  from  thence  to 
Southampton  by  the  English  steamer.  At  this 
time  he  had  no  kuoAvIedge  of  the  existence  of  tlie 
Anti-coru-laAv  league.  He  retunied  to  Faris  in 
January,  1841. 

Bastiat  had  written  a few  minor  articles,  shew- 
ing great  abilit} , and  containing  many  of  the 
ideas  he  afterwards  developed  with  such  sur- 
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j^assing  brilliancy,  which  appeared  in  the  provin- 
cial journals.  He  also  addressed  some  memoirs 
to  the  Scientific  Society  of  the  Landes,  upon  the 
state  of  tlie  vine  cultivation,  and  the  local  taxa- 
tion; but  these,  of  course,  did  not  attract  much 
general  attention.  It  Avas  in  July,  1844,  that  he  i 
sent  his  first  article  to  the  Jnurnal  des  Ecouoimsies, 
which  first  announced  to  the  AA'orld  that  a great 
econcnnical  AA'riter  had  arisen.  I 

This  article  upon  the  influence  of  the  English 
and  French  tariffs  upon  the  future  of  the  nations, 
coming  from  an  iiuknoAvn  name,  in  the  depths  of  ; 
a remote  province,  at  first  attracted  no  attention,  j 
and  seems  to  ha\'e  been  destined  for  the  editor  s 
Avastc-paper  basket,  AA'heu  it  happened  to  attract 
the  notice  of  M.  Dussard,  Avho  immediately  suav 
its  merits.  It  was  inserted  in  the  number  for 
October,  1844,  and  created  an  immense  sensation, 
and  further  contributions  A\  ere  eagerly  requested. 
He  then  contributed  to  its  columns  a series  of 
articles  exposing  the  fallacies  of  the  protectionist 
system,  Avhich  Avere  afterAvards  reprinted,  and 
form  part  of  his  Sophismes  Economiques. 

The  Anti-corn-laAv  league  had  been  for  several  ; 
years  carrying  on  a A'igorons  crusade  against  the 
corn  laAVS,  but  so  little  Avere  the  people  of  either 
country  then  acquainted  AAith  each  other's  pro- 
ceedings, that  its  existence  Avas  almost  nnknoAvn 
in  P'rance.  Bastiat  by  accident  subscribed  to 
the  Globe  newspaper,  and  thus  discoA'tn*ed  its  ' 
existence,  and  watched  its  career  Avith  the  | 
strongest  interest,  and  soon  concoiA'ed  the  idea 
of  forming  a similar  one  in  France.  He  entered 
into  coiTespomlence  Avith  the  chiefs  of  the  league, 
Avho  sent  him  papers  connected  with  it.  Bastiat 
then  commenced  to  Avrite  in  the  Bayonne  and 
Bordeaux  pa]>crs,  to  try  to  draw  public  attention 
to  it.  He  then  tried  to  organize  an  association 
at  Bordeaux  for  the  freedom  of  trade,  but  this 
failed  at  the  time,  chiefiy  from  want  of  funds. 
He  then  thought  of  a daily  paper  in  P:U’is,  but 
the  same  obstacle  prcA’ented  its  establishment. 
An  opportunity  opened  to  him  of  being  elected  a 
deputy,  but  for  the  time  he  declined. 

Seeing  the  impossibility  of  organizing  a French 
free  trade  league  at  that  time,  he  thought  that 
the  next  best  tiling  to  do,  was  to  translate  and 
set  before  the  public  of  France  the  history  and 
proceedings  of  the  English  league.  He  com- 
pleted a volume  containing  a brief  history  of  the 
League,  with  translations  of  the  principal 
speeches  of  the  leaders,  by  April,  1845,  and 
entitled  it,  Cohden  ct  la  Ligue,  ou  V agitation 
Anglaise  pour  la  Hberte  des  echanges. 

The  publication  of  this  work  Avhich  had  been 
undertaken  by  Messrs.  Guillaumin  & Co.,  brought 
him  to  Paris  in  May,  1845,  Avhen  he  AA'as receh'cd 
with  the  greatest  cordiiility  by  the  leading 
economists  of  the  capital.  His  brilliant  articles 
—the  attracted  great  admiration, 

ami  soon  produced  a perceptible  effect  in  the 
provinces,  and  on  the  circulation  of  the  Journal. 

. In  June,  1845,  he  determined  to  go  to 
England,  and  make  the  personal  acquaintance  of 
tiie  chief  Members  of  the  League.  At  this  time 
his  reiuitation  had  increased  so  much  that  he 
Avas  offered  tlic  editorship  of  the  Jowma/.  This 
position  Avuuld  haA'c  given  him  enormous  adAan- 
tages,  but  it  Avould  have  required  him  to  leave 
his  country  seat  ami  his  friends,  aa'IiIcIi  at  that 
time  he  Avas  not  prepared  to  do.  In  July,  1845, 
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lie  came  to  London,  Avith  his  book,  and  visited 
Manchester. 

lie  returned  to  :Mugi*on  in  October.  By  this 
time  the  Frem  h jiress  found  themselves  at  last 
obliged  to  notice  Basthit's  liook  on  the  League. 

It  made  a great  sensation  both  in  Paris,  and  tlie 
ProA’inces,  especially  in  the  South.  A nunii*rons 
partA'  AA'ished  to  place  Bastiat  in  tlie  Chamber  of 
Deputies,  but  he  still  continued  to  preffr  a 
priA'ate  position,  as  it  Avas  too  early  to  iorm  a 
party.  Bastiat  says  that  at  this  time  there  Avas 
not  a single  ^Member  of  either  Chamber  avIio 
dared  to  avoAv  free  trade  opinions,  or  aaIio  under- 
stood their  bearing,  or  avIio  could  siqiport  them 
against  the  sophisms  of  monopoly.  And  this  too 
in  the  counti*y  Avhere  J.  B.  Say  and  others  had 
lectured  with  gi’oat  success,  and  pojnilarity ! 
AVe  can,  therefore,  well  appreciate  the  necessity 
of  such  a blaze  of  light,  as  his  Sophismes  Econo- 
miques, in  the  midst  of  such  Cimmerian  darkness. 
But  the  French  mind  was  now’  really  awakened 
on  the  subject,  and  in  February,  1846,  a move- 
ment AA'as  organized  at  Bordeaux.  On  the  23rd, 
M.  Dnfour-ilubergic,  the  Mayor,  Avas  eJecU-d 
President  of  the  Bordeaux  Free  Trade  Association. 

Bastiat’s  book  had  extraordinary  success  at 
Bordeaux,  where  it  soon  created  a A’critabic 
enthusiasm,  and  it  became  quite  the  fashion  to 
join  the  league.  The  success  of  the  movement 
Avas  so  great  as  to  alann  Bastiat,  who  wished  to 
restrict  it  to  persons  avIio  were  really  convinced, 
as  he  foresaAv  that  Avhen  the  time  came  for  it  to 
take  action,  and  present  a petition  to  the  cham- 
bers, their  differences  of  opinion  Avould  break 
out.  The  greatest  enthusiasm  spread  through 
' France,  and  Bastiat  saAV  that  it  Avould  be  best  to 
' transfer  the  seat  of  the  movement  to  Paris,  as  the 
Parisian  press  had  ten  times  the  influence  of  the 
Provincial.  He  now  remoA’ed  to  Paris,  and  in  a 
short  time  the  Societe  des  Economistes  was  organ- 
ized, with  the  Due  d’llarcourt  as  President,  and 
I joined  by  all  the  leading  economists.  Xuuibers 
of  peers,  deputies,  and  merchants  hastened  to 
subscribe  to  the  ncAV  Society.  Marseilles,  Lyons, 
Havre,  and  Nantes  folloAved  the  example.  Five 
papers  at  Pai'is,  three  at  Bordeaux,  two  at 
Marseilles,  one  at  Havre,  and  tw'o  at  Bayonne, 
adopted  the  cause.  The  SociHe  des  Economistes 
started  a paper  called  the  Libre  Echange,  of 
Avhich  Bastiat  aa'us  appointed  Editor.  But,  not- 
withstanding this  enthusiasm  ou  the  surface,  the 
real  yn'Ogress  of  the  association  Avas  slow  and 
disheartening.  Bastiat  complains  that  he  could 
not  find  two  men  Avho  were  real  economists. 
The  authorization  necessary  to  constitute  a so- 
ciety was  delayed  by  government,  and  the  French 
! people  were  so  unaccustomed  to  meetings,  asso- 
1 ciations,  subscriptions,  and  common  action,  that 
1 Bastiat  almost  gave  it  up  in  despair,  and  thought 
I of  returning  to  Mugron,  and  confining  hiiuselt  to 
I writing  in  the  papers.  Moreover,  the  progress 
j that  his  A'ieAVS  Avere  making  in  public  opinion, 

’ aroused  the  alarm  of  the  Protectionist  party,  and 
1 it  AA'as  generally  believed  that  the  syiread  of  free 
trade  ojiinious  was  some  deep  MachiaA'elliau  j'lot 
of  Perjide  Albion  to  ruin  France,  and  it  was  said 
that  Bastiat  and  his  friends  Avere  sold  to  the 

League.  . . 

Tiie  triumphant  success  of  free  tra*le  princi- 
ples by  the  repeal  of  the  corn  laAvs  in  1846,  ga\’c 
1 the  correspoiuling  mo\’e  in  France,  an  additional 
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muln.c.  The  protectionists  nlso,  now  thoronglily 
irmetl,  foruK-d  counter-assoeiations,  and  Ihreat- 
cd  the  govennuent,  and  tried  to  arouse  the 
irking  classes.  IJastiat  and  his  friends  were 
nounced  as  the  agoiiis  of  Pitt  and  Cohurg,  those 
•rihle  l>ugbears  of  French  imagination,  and  so 
-•at  was  the  public  fury,  that  his  name  could 
t be  mentioned  in  his  own  village  of  Mugi’on. 
The  government  was  somewliat  alarmed  at  first 
the  movement,  which  resembled  in  many  res- 
ets the  public  ferment  before  17js9,  but  they 
111  saw  that  the  free  traders  would  form  a 
unterpoise  to  the  protectionist  party,  and  M. 
ichatel,  the  INlinister  of  the  Interior,  privately 
:ouraged  one  of  the  members  of  tlie  Bordeaux 
?ociatioii,  saying,  soyez  fortes^  ct  nous  vous 
if.ivndrons.  The  protectionists  unceasingly 
uomiced  them  as  emissaries  of  perjide  Albion^ 
im]uitation  wliich  almost  overwhelmed  them. 
LStiat  testifies  to  the  profomid  hatred  of  England 
ited  in  the  minds  of  the  French. 

In  1847  Bastiat  writes  that,  after  all,  the  great- 
danger  and  obstacle  he  had  to  encounter  was 
cialism,  which  had  come  to  the  aid  of  Protcc- 
11,  and  had  adopted  all  its  fallacies.  The 
incipal  danger  was  that  the  Socialists  had  at- 
cted  a very  considerable  portion  of  the  rising 
ent  of  the  country  by  their  specious  fallacies ; 
loudly  proclaiming  the  undoubted  evils  and 
sery  which  existed,  and  niaintaining  that  their 
'tem  provided  a remedy  for  them.  Thus 
isting  the  best  feelings  of  humanity  on  their 
e,  and  exciting  the  imagination  of  youth  by 
iouary  dreams  of  a social  paradise,  where  some 
rt'  gi*aud  orgauizatiou  of  Society  was  to  be 
-'cted. 

Bastiat  saw  that  the  chief  danger  to  his  system 
■ with  the  youth  of  the  country,  and  that  the 
chance  of  success  was  in  enlisting  them  on 
side.  He  determined,  therefore,  to  address  a 
trse  of  lectures  to  the  impils  of  tlie  schools  of 
stice  and  Medicine.  They  heard  him  with 
pect  and  temiier,  but  without  altogether  com- 
■heiiding  him.  He  gave  each  of  them  a copy 
his  Sopftistnes,  and  then  planned  out  his  JJnr-  \ 
nios  J^conomiques^  the  former  being  the  des^ 
vtire  or  ney^atice  side,  and  the  latter  the  con- 
ictive  or  positive  side  of  his  system. 

3astiat  says  that  his  difiiculty  was  that  the 
uocracy  of  France  was  protectionist  to  the 
e,  and  filled  with  hati'ed  of  England,  and,  of 
irse,  doubly  ]»rejudiced  against  any  doctrines 
a came  from  that  quarter. 

Towards  the  end  of  1847,  Bastiat  spoke  at 
eral  of  the  provincial  towns,  and  was  received 
h much  favor. 

,11  the  beginning  of  1848,  the  enthusiasm 
ated  on  the  subject  of  free  trade  had  begun  to 
lie.  The  increased  jiolitical  struggles  dis- 
cted  the  attention  of  the  public  from  tliis 
tier,  and  Bastiat's  health,  which  had  always 
'll  feelile,  compelled  him  to  resign  the  editor- 
|>  of  tlie  Libre  JCehan^^e. 

The  eviuits  of  February,  1848,  brought  iiew 
uiies  into  tlie  field.  For  ten  years  socialist 
grilles  had  been  spreading  widely  through  the 
rking  classes,  who  were  firmly  couviiiceil  tliat 
State  M as  bound  to  find  food,  ivork,  and  edii- 
itui  for  every  one.  The  Provisional  Goveni- 
nt  adopted  this  iluctriiic.  Bastiat  felt  liiinself 
led  upon  to  combat  it,  and  resolved  to  seek 
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election  to  the  Xatimial  Assembly.  All  tho 
peojile  in  the  provinces  of  France  ivere  to  be 
sacrificed  to  the  jio]nilace  of  Paris,  for  ivliile  all 
France  ivas  to  be  taxed  to  support  them,  no  one 
thought  of  supj'Orting  the  fanners,  the  laborers, 
ami  the  artisans  of  the  provinces. 

Feeble  and  snfiering  as  he  was,  and  compelled 
as  he  had  been  to  resign  the  editorship  of  the  Libre 
Echan^p,  M'hen  this  new*  danger  menaced  the 
State,  Bastiat  fi  It  himself  called  upon  to  lacc  it, 
and  besides  th  • duties  of  a member  of  the 
Assembly,  lie  issnined  the  editorsliip  of  the 
llepuhliqnc  Franqaise,  and  combated  tile  socialists 
in  the  Journal  des  Economistes^  and  in  a number 
! of  little  pamphlets,  Miiich  became  very  iiopular, 

I and  are  mentioned  below. 

I Bastiat  M'as  not  eiuloM'ed  by  nature  vrith  the 
gifts  of  an  orator,  and  hence  he  -was  not  able  to 
make  much  impj-ession  on  the  Assembly  from  the 
tribune.  But  ho  M’as  appointed  to  the  Committee 
of  Finance,  and  elected  Vice-President  of  it.  He 
endeavoured  to  devise  a general  scheme  of  taxa- 
tion to  mitigate  tiie  excessive  weight  -with  wliich 
it  fell  on  articles  consumed  by  the  laboring 
classes,  but  it  M'as  too  daring,  vast,  and  compre- 
hensive, to  suit  the  capacity  of  such  a promis- 
cuous mob  as  the  Legislative  Assembly. 

Up  to  this  time  the  M'orks  -which  Bastiat  had 
published  were  chielly  polemical,  ami  though,  of 
course,  tliey  were  full  of  the  most  profound  truths, 
and  inimitable  in  their  line,  no  controversial 
M'orks  can  be  expected  to  survive  the  errors  they 
expose. 

Bastiat  had  long  been  meditating  a co7istructice 
work,  to  sheiv  the  connection  between  the  moral 
sciences  and  Political  Economy,  M’hicli  he  pro- 
posed to  call  Harmonies  Sociales.  He  hoped  by 
this  to  enlist  on  the  side  of  Political  Economy 
the  rising  talent  -ivliicli  ivas  inclined  to  join  the 
socialist  ranks.  In  the  autnmu  of  1848,  this 
desire  grcM’  stronger  than  ever.  The  last  contro- 
versial work  he  put  forth  was  a series  of  letters, 
in  Miifch  he  combated  the  socialist  doctrine  of  tlio 
abolition  of  interest.  At  tlie  beginning  of  1850, 
the  first  volume  of  his  Harmonies  Ecoiinmiques, 
which  he  considt.  red  as  the  cro-wning  work  of  liis 
life,  was  published.  But  the  fearful  exertions  of 
the  tivo  preceding  years  liad  told  ivitli  tatal  etiect 
upon  his  sickly  body,  and  he  felt  an  internal  con- 
sciousness that  tlie  end  of  lus  race  Mas  aiiproach- 
ing.  All  he  ventured  to  hope  for  noiv  m'us  a 
single  year  of  life  to  finish  the  second  volume  of 
liis  Harmonies.  But  his  darling  M'isli  M'as  not 
destined  to  be  accomplished. 

During  the  summer  of  1850,  the  enormous 
labor  he  imposed  upon  himself  greatly  increased 
his  malady,  M'liii  h iiom^  fixed  itself  on  his  throat, 
and  he  completely  lost  his  voice.  His  physicians 
enjoined  on  him  perfect  rest  and  silence,  and 
ordered  him  to  S)ieiid  the  M inter  at  Pisa. 

The  illustrioU'  invalid  reached  Pisa  in  Sep- 
tember, 1850,  and  soon  proceeded  on  to  Florence, 
and  Borne.  Bui  it  Mas  too  late.  He  himself 
felt  that  his  race  was  run.  His  friend,  M. 
Paillottet,  arrivid  at  Borne  to  cheer  tlie  last 
moments  of  the  dying  philosopher,  and  he  has 
published  an  affecting  narrative  of  the  last  few 
days  of  Ids  life.  Bastiat  died  on  the  24th  De- 
cember, 1850. 

Bastiat’s  separ.ife  works  have  been  collected  in 
six  volumes,  and  published  in  tM  o forms,  8vo , 
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and  12mo.  Thev  are  not  quite  arranged  in  points  until  we  conic  to  Ins  more  elaborate 
chronological  order.  AVe  shall  notice  them  as  one. 

they  appear  in  lids  edition,  stating  also  the  form  Vol.  tit.  Vnhden  et  la  Li^ue,  on  ragiiation 
ami  manner  ill  M ldch  they  M ere  originally  pub-  Anglaise  pour  la  liberie  des  echanges.  ^ 

Hslied.  and  uiviim  some  of  the  most  remarkable  This  volume  consists  of  translations  of  the 


lislied,  and  giving  some  of  the  most  remarkable 
extracts  from  tlu-in.  Vol.  I.  contains  some  of 
Ids  correspondence,  as  mcII  as 
Aux  iderteurs  dn  drpartr/neni  des  Landes,  1830. 
lUjlexions  snr  les  petitions  de  Bordeaux,  de 
llavf'e,  ct  Lyon,  conccniani  les  Douanes.  1834. 
Le  Jisc  el  la  vigne.  1841. 

Memoire  prt  serde  d la  Societe  (T Ag7'iadiurp, 
C(nnmc/'ce,  ct  Seic7ices,  dn  departetiicid  des 

La/ides,  snr  la  qnestio77.  vhiicole,  1843. 

JJe  la  repa7'tition  de  la  co7Urihution  Ji7ia7icicre, 
du7hs  le  d(;paiiei7ie7d  des  La7ides,  1 844, 

Those  writings  addressed  to  the  provincial 
papers,  and  composed  before  his  aiipearaiice 
before  tho  public  of  the  capital,  contain  many 
of  the  o]nnious  and  conceiitions  Miiich  Bastiat 
afteiMvards  developed  M itli  such  brilliancy  in  las 
subsequent  writings. 


This  volume  consists  of  translations  of  the 
speeches  of  the  principal  Members  of  the  Anti- 
Coru-LaM*  league,  M'ith  extracts  from  the  iieMs- 
papers  detailing  the  proceedings  of  the  League 
in  different  toM'us.  Bastiat  failing  at  first  to 
organize  a similar  free  trade  league  in  France, 
undertook  this  M^ork  to  popularize  the  doings  of 


De  rbtjluence  dcs  Tarifs  Fraiiqois  et  Anglais  protest. 


explaining  the  nature  of  the  contest.  This  in- 
troduction is  by  far  the  weakest  and  most  in- 
etiective  of  Bastiat's  Mritiugs,  in  our  opinion. 
It  'would  be  easy  to  sIicm’,  if  it  were  M*orth  Midle, 
that  it  contains  a considerable  amount  of  unfair 
argument,  but  as  it  does  not  involve  economical 
principles,  M'e  must  pass  it  over,  M'ith  a simple 


snr  Vavodr  des  de\ix  penples.  lu  the  Journal  des 
Eco7iomis(es.  October,  1 844. 

This  M*as  the  article  which  created  such  a sen- 


It  is  upon  the  last  three  volumes  of  this 
Hectiou  that  Bastiat’s  reputation  M'ith  posterity 


appearance, 


satiou  on  its  appearance,  and  established  Vol.  iv.  contains . 

Bastiat’s  reputation  in  the  capital.  It  is  a mas-  Sopldsmes  Econo/niqiies,  "When  Bastiat  began 
terly  exposition  of  the  progress  of  Free  Trade  in  to  M'ritc,  France  was  entirely  imbued  with  Fro- 
Eiiglaiul,  and  of  the  errors  of  the  prohibitive  ' tcctionist  ideas.  Beyond  the  M'alls  of  the  Institute, 
system,  M'liich  was  daily  becoming  more  rigorous  there  was  scarcely  a single  person  m'Iio  either 
in  France.  knew,  or  cared  anything  about  Political  Economy, 

De  rave/dr  du  commerce  des  vhis  entre  la  \ or  had  any  real  kuoM’ledge  of  the  doctrines  of 
Fraiice  et  la  gra7ule Bretagne.  \uX\\QJour7uddes  \ Free  Trade.  Bastiat  thought  that  the  best  M*ay 
Econo77dstes.  August,  1845.  of  making  an  impression  on  the  public  mind, 

An  appeal  in  favor  of  the  reduction  of  the  M-as  to  make  a series  of  attacks  on  the  prindpal 
enormous  duties  on  French  wines  in  England.  fallacies  of  protection,  so  as  to  popularize  the 
Une  des  questioiis  sou77dses  uux  co7iseils gaieraux  subject,  and  induce  people  to  examine  the  subject 
de  T agriculture,  des  ma7mfaetures,  et  du  co7nmerce.  i point  by  point.  This  lie  did  in  a series  of  brilliant 
In  the  Jou7'7ial  des  Eeonomistes.  December,  1 845.  articles  published  chietly  in  the  Jou7'7tal  des  Eco/io~ 
In  1845,  M.  Cunin  Gridaine,  minister  of  com-  pastes,  and  the  Libre  Echa77ge.  These  articles 
nierce,  addressed  some  (piestions  to  the  conseih  M'ore  collected  and  published  in  two  series,  the 
on  certain  proposed  modifications  of  the  first  in  1845,  and  the  second  in  1848.  His  ]ire- 
law.  One  uf  them  refered  to  the  importation  of'  mature  death  prevented  the  publication  of  a third 


collection  that  Bastiat’s  reputation  M'ith  posterity 
■will  rest. 

Vol.  IV.  contains , 

Sopldsmes  Economiqiies.  ^Vhen  Bastiat  began 
to  write,  France  was  entirely  imbued  with  Pro- 
tectionist ideas.  Beyond  the  walls  of  the  Institute, 
there  was  scarcely  a single  person  M'ho  either 
knew,  or  cared  anything  about  Political  Economy, 
or  had  any  real  kuoM’ledge  of  the  doctrines  of 
Free  Trade.  Bastiat  thought  that  the  best  M*ay 
of  making  an  impression  on  the  public  mind, 
was  to  make  a series  of  attacks  on  the  principal 
fallacies  of  protection,  so  as  to  popularize  the 


iron.  This  pajier  of  Bastiat’s  Mas  Mritteii  upon 
this  subject. 

Un  h'ono7niste  d M.  De  La7nartine,  V occasion 
de  son  ecrit  itdituU,  Du  d7\yit  an  t7'avaiL  In  the 
Journal  des  Eco77o/nistes.  February,  1845. 

An  earnest  remonstrance  to  the  brilliant 
romancer,  against  the  socialist  doctrines  which 
he  had  adapted. 

Sur  Vouvruge  de  M.  Dunoyer  de  la  liberie  du 
travail.  1845. 

Sur  Veloge  de  M.  Charles  Comte  par  M.  Mignet, 
in  the  Lib7'e  Echnnge.  July,  1847. 

De  la  repartition  des  richesses,  pur  M.  Vidal. 
Ill  the  Journal  des  Eeonomistes.  June,  1846. 

Seco7ide  lettf'e  d M.  De  Lamartine.  In  the 
Joimial  des  Eco7W77dstes.  October,  1846. 

A MM.  les  llecteurs  de  V arro7idisse77ie7it  de 
Saint  Sever.  1846. 

De  la7'efo7'77ie  pardementaire,  1846. 

Vol.  IT.  Le  Libre  Echange. 

This  volume  is  composed  almost  entirely  of 


scries,  for  m Inch  materials  Merc  collected.  AVe 
shall  shortly  indicate  the  subjects  of  the  principal 
essays. 

Fb'st  Series,  i.  Ahondance,  Disptte.  This 
shcM's  that  tho  natural  result  of  the  Protectionist 
theory  is  to  produce  a scarcity  of . everything. 
If  man  lived  by  himself,  and  M orked  for  himself, 
and  did  not  exchange,  the  scarcity  theory  wonhl 
never  have  been  heard  of.  Ho  M'ould  then  have 
perfectly  seen  that  abundaiice  was  the  best  for 
him,  whether  it  resulted  from  Lis  omii  labor, 
from  ingenious  tools,  or  machinery,  or  from  tho 
fertility  of  the  earth,  or  from  some  mysterious  in- 
vasion M'liich  the  M'aves  might  bring  from  abroad. 
Such  a man,  if  he  lived  alone,  M'onld  never 
think  of  destroying  the  instruments,  M'liich  saved 
his  toil,  or  of  diminishing  the  fertility  of  the 
earth,  in  order  to  secure  rcM'ai-d  for  his  labor. 
He  would  clearly  understand  that  labor  is  not  an 
€7id  but  a means,  and  that  a saving  of  labor  was 
progi'ess.  But  the  notion  of  exchange  obscures 


extracts  from  tlie  paper  Le  Libi'e  Echange  \ so  plain  a truth.  Exchange  creates  tM*o  ojiposite 
M'liich  Bastiat  edited  for  the  Societe.  des  Econo-  interests  in  regard  to  each  object — that  of  the 
ndstes,  and  of  speeches  delivered  in  Paris  and  the  Producer,  and  that  of  tlie  Consumer,  and  each  of 
provinces  during  1846,  1847,  1848.  As  these  them  is  apt  to  consider  his  own  labor  as  an  end, 
articles  contain  the  doctrines  of  his  subsequent  and  not  as  a means.  Each  producer  naturally 
writings,  m'c  shall  defer  a notice  of  their  salient  M'ishes  his  om'ii  production  to  be  as  dear  and 
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scarce,  nml  tlio  price  to  l)o  as  lii^h  as  possible. 
Thus  i>rndiicers  are  always  interested  apiinst  t!ie 
<.^uend  Avell  bein^r,  and  if  their  wislics  could  be 
p’atitied,  the  world  would  rapidly  retrogi-ado  to 
barbarism.  The  sail  would  proscribe  steam,  the  ! 
oar  would  proscribe  the  sail,  the  oar  in  time  ' 
would  yield  to  earriajre  trau.spovt,  ami  that  to  , 
the  mule,  ami  that  lastly  to  the  pack,  and  so  on 
of  other  products.  On  tlic  contrary,  the  interest 
of  the  consumer  is  alwavs  to  have  abundance  and 

V 

cheapness,  and  consequently  it  is  most  in  har- 
mony with  the  general  well  being,  which  is 
manifestly  more  promoted  by  tliere  being  more 
of  everytliing,  more  corn,  more  cattle,  more  cloth, 
more  iron,  more  coal,  more  sugar,  &c.  than  less  of  ! 
everything.  The  theory  of  abundance  therefore  j 
is  tlic  consumer's  interest. 

ir.  Obstacle^  cause.  This  follows  up  some  of 
the  ideas  started  in  the  preceding  essay.  Alan 
in  his  natural  state  possesses  nothing.  Between 
this  ami  the  attainment  of  his  desires,  obstacles 
intervene,  wliich  it  is  the  object  of  labor  to  sur- 
mount. It  is  clear,  however,  that  he  would  be 
better  off,  if  those  obstacles  did  not  exist.  In  a 
state  of  isolation,  each  must  overcome  these 
obstacles  for  himself,  and  it  is  dear  the  less  these 
obstacles  exist  the  better  for  him.  In  a state  of 
society  he  does  not  attack  all  these  obstacles  by 
himself,  butotliers  do  it  for  him,  and  he  in  return 
surmounts  some  of  the  obstacles  which  others  are 
surrounded  with. 

It  is  quite  clear,  however,  that  for  society  in  I 
the  mass,  it  is  better  as  those  obstacles  are  fewer 
and  feebler. 

But  in  modern  society,  from  the  division  of 
labor,  each  one  is  occupied  in  combatting  one 
species  of  obstacle,  for  the  benefit  of  himself  and 
his  neighbours. 

Each  one,  therefore,  individually  sees  the 
immediate  cause  of  his  wealth  in  the  obstacle 
which  it  is  his  profession  to  combat  for  society. 
The  stronger  and  more  powerfully  it  is  felt,  and 
the  higher  his  neighbours  will  reward  him  for 
combating  it,  tlie  more  wealthy  he  becomes,  and 
this  ha])pens  to  each  producer  in  turn.  Each 
profession,  therefore,  has  a direct  interest  in  the 
continuation  and  increase  of  the  obstacle,  which 
it  is  their  special  province  to  overcome. 

Thus  theorists,  who  found  a system  on  the 
sentiments  of  individuals,  say  that  a want  is 
wealth,  that  labor  is  wealth,  an  obstacle  to  well- 
being is  w'ellbeing,  and  that  to  multiply  obstacles 
is  tlie  way  to  sut)port  industry,  and  increase 
national  wealth.  Thus,  in  process  of  time,  the 
gross  fallacy  springs  up  that  human  lalior  is  not  a 
means,  but  an  end.  This,  how'ever,  is  an  egre- 
gious fallacy.  If  one  obstacle  is  overcome,  there 
are  always  otliers  to  vanquish,  ami  thus,  if  labor 
is  saved,  two  obstacles  may  be  overcome  with  the 
>ame  amount  of  labor  that  one  was  before. 

III.  Effort  re.mltat.  Tlie  doctrine  of  ftbsta- 
cles  is  further  coiisidered  and  pursued  to  its 
absurd  consequences.  Between  our  desires  ami  I 
their  gratification,  obstacles  are  interposed,  Avliich 
we  must  overcome  by  the  exercise  of  onr  facul- 
;ies,  and  in  a general  way  industry  may  be  said 
:o  be  an  eflbrt  fullow’ed  by  a result.  But  how  is 
:>ur  Avealth  to  be  measured  ? By  the  result  of  the 
-ftbrt,  or  by  the  efibrt  itself?  A relation  exists 
between  the  efibrt  ami  the  result.  Does  progivss 
consist  in  the  increase  of  the  first,  or  the  second 


term  of  this  ratio  ? Tu  Political  Economy,  these 
two  doctrines  divide  the  domain  of  o]>inion. 

According  to  the  first  system,  wealth  is  the 
result  of  labiT,  ami  it  increases  according  as  the 
result  is  greater  than  the  efibrt.  Its  perfection, 
whose  type  is  tlie  work  of  Providence,  consists  in 
an  infinite  di.''tance  between  the  two  terms,  viz., 
efibrt  nothing,  re.snlt  infinite. 

The  secoiiil  regards  the  efibrt  itself  as  that 
wliich  cmistitutes  ami  measures  wealth.  To 
advance  is  to  increase  the  relation  of  labor  to  the 
result.  Its  extreme  is  found  in  the  eternal  and 
sterile  labor  of  Sisyphus. 

The  first  iiaturaliy  encourages  everything  which 
diminishes  labor,  and  augments  produce,  such  as 
powerful  machinery  to  aid  the  force  of  man,  trade, 
experience,  cr-mpetition. 

The  second  supports  everything  that  tends  to 
increase  labor,  and  diminish  produce,  privileges, 
monopolies,  restrictions,  prevention  of  machi- 
nery, &c. 

The  univer-al  practice  of  man  always  follows 
the  first  system.  There  is  no  laborer  of  any  sort, 
either  agiaculturlst,  manufacturer,  merchant,  ar- 
tisan, soldier,  w'riter,  or  man  of  science,  who  does 
not  devote  all  his  efibrts  to  produce  quicker,  and 
more  economically. 

The  contrary  doctrine  is  that  of  theorists,  de- 
puties, journalists,  statesmen,  ministers,  never- 
theless these  individually  act  upon  the  same 
principles  that  every  one  else  does,  to  attain  the 
greatest  amount  of  result  with  the  least  labor. 
He  then  points  out  amusingly  the  contrary  cour.‘?e 
of  the  theory  and  the  practice  of  the  most  ardent 
Protectionists. 

IV.  Egali^er  les  conditions  fie  production.  In 
this  he  examines  and  refutes  the  Protectionist 
doctrine  that  the  native  producers  should  be  put  on 
an  equality  with  the  foreign  producer,  by  protec- 
tive duties  equal  to  the  diflercuce  of  the  expense 
of  production. 

V.  Nos  produits  sont  greves  de  tares.  This  is 
a continuation  of  tlie  argument  of  the  preceding 
essay  applied  to  taxes. 

VI.  Balance  de  commerce.  This  is  upon  the 
oft-refuted  fallacy  of  the  Balance  of  Trade. 

VII.  Petition  des  fabricants  de  chandellesy 
bougies.,  lampei^  chandeliers.,  reverhh'es.,mouchettes^ 
Peignoirs.,  et  dcs  prufhicteurs  de  suif.,  huile.,  rSsine, 
alcooly  et  generalement  de  tout  ce  qui  conceme 
r^lairage.,  d MM,  les  memhres  de  la  Chamhre 
des  DepuUs.  Bastiat  had  well  hit  the  fallacy 
which  IS  at  the  root  of  so  much  false  opinion  in 
Political  Economy,  that  labour  is  wealth,  and  that 
to  create  labor  is  to  add  to  wealth.  Tliis  essay 
is  an  amusing  satire  upon  that  doctrine,  and  is  a 
petition  of  all  persons  concerned  iu  the  manufac- 
ture of  artificial  light  to  the  chamber  of  deputies, 
against  their  natural  enemy  the  sun,  which  inun- 
dated the  country  "with  a rival  product  to  their 
own, — light  al  a fabulously  low  price,  ami  when- 
ever it  shewed  itself  it  extinguished  a great  branch 
of  national  industry.  To  promote  national  in- 
dustry they  petition  that  every  one  should  be  pro- 
hibited fi*om  using  sunlight. 

VIII.  Brtfits  diffUrentiah,  A burlesque  on 
difterential  duties. 

IX.  Immense  decouverteU!  Shews  the  absur- 
dity of  facilitating  the  means  of  transport, 
and  neutralizing  its  elfects  by  heavy  custom 
d II  ties. 
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X.  PhiprociiL  Shews  the  error  of  the  reci-  ' 
proeity  theory. 

XI.  ^ Prix  absolus.  This  shews  the  en'or  of 
supposing  that  national  ]trosperity  or  wealth,  dc-  i 
pends  upon  the  absolute  ]iriee  things,  ami  shews 
the  opposite  results  to  which  protection  and  free 
trade  tend. 

XII.  £a  protection  elcvc-t-rlle  le  taujc  des 
salaircsf  Decides  in  tlie  negative. 

XIII.  ThcoriCy  Pratique.  This  throws  back 

on  the  Protectionists  the  sneer  which  they  habi- 
tually made  against  tlie  free  traders,  that  they  i 
were  mere  tlieorists,  and  had  no  regard  to  prac-  I 
tice.  Bastiat  retorts  that  tlie  free  traders  wt-re 
the  true  men  of  practice,  because  there  was  not  in 
the  whole  Avorld  a single  man  who  in  his  own 
practice  did  not  follow  free  trade  principles,  and 
that  wliat  was  the  invariable  practice  of  each  1 
man  individually,  must  be  the  true  theory.  I 

XIV.  Couflit  de  priucipps.  j 

XV.  Encore  la  rcciprocite. 

XVI.  Lcs  Jieuves  obsfrucs  plaidant  pour  Ics 
prohibitionists. — This  shows  the  absurdity  of  tlie  , 
saine  arguments  in  the  mouths  of  opposite  parties. 

XVn.  Un  chemin  dc  fer  negatif. 

XVI  rr.  II  v\q  a pas  de  principes  absoltts.  \ 
This  ridicules  the  cry  that  there  are  no  absolute  I 
principles  in  Political  Economy.  j 

XIX.  Indt’peudance  National.  This  shows  the  ' 
fallacy  of  the  iVotectionist  cry  that  every  nation 
should  be  independent  of  its  neighbours  for  its 
wants. 

XX.  Travail humnin.,travail national.  Bastiat 

in  this  shows  that  those  who  cry  out  against 
foreign  importations,  ought,  iu  consistency,  to 
condemn  all  sorts  of  machinery,  because  thev 
have  precisely  the  same  effects,  and  he  ironically  i 
comintuids  de  Saint  Chamans,  a Protection- 
ist writer,  who  does  so.  If  foreign  importations 
throw  native  workmen  out  of  employment, 
machines  displace  human  labour.  A number  of 
ill-informed  economists — Sismondi  among  the 
rest — -have  always  raised  an  outcry  against 
machinery,  for  this  very  reason,  but  J.  B.  Say 
has  shown  that  Sismondi's  reasoning  is  erroneous, 
because  it  is  based  on  the  supposition  that  con- 
sumption fixed  quantity,  whereas  consump- 

tion is,  in  most  cases,  capable  of  an  almost  inde- 
finite extension.  This  argument  of  Say's  is 
perfectly  conclusive,  but  Bastiat  has  added  to  it 
in  this  essay  another  most  important  considera- 
tion. lie  shows  that  the  introduction  of 
machinery  cannot  possibly  be  injurious  to  the 
M’orking  classes  as  a body,  because  if  any  saving 
of  capital  is  cliected  in  jiroduction,  and  if  the  , 
product  is  sold  at  a cheaper  rate  to  the  consumers,  i 
the  capital  saved  by  cheapening  the  jnvductioa, 
and  the  money  saved  by  tlie  low  price  to  the  con- 
sumers, is  available  to  increase  einplovment  in 
other  ways.  Thus  any  diminution  in  cost  of 
production  by  machinery,  iiecessarilv  provides 
a fund  to  sup])ort  any  men  thrown  out  of  em-  ! 
ployment.  Thus  it  cannot  injure  the  working  I 
classes  as  a body,  though,  no  doubt,  some  iudi-  1 
vidiials  sometimes  sufter.  | 

XXI.  Matieres  premieres.  This  shows  the  ' 
fallacy  of  the  common  cry  of  admitting  raw 
materials,  and  excluding  the  manufactured  article. 

XXII.  Metaphores.  This  shows  the  danger- 
ous fallacies  which  sometimes  lurk  in  words,  and 
the  necessity  of  clear  and  precise  language.  i 

PAHT  III.  VOI-  I.  ■ 


Bastiat  concludes  this  series  bv  jdeDding  on 
behalf  of  the  method  he  has  adopted,  us  ilnToue 
most  likely  to  efiect  his  purpose.  A formal 
treatise  has  no  doubt  its  advantages,  and  expit- 
sition  of  truth  is  always  snjterior  to  the  refutaiutii 
of  error.  But  to  be  useful  it  must  be  read,  and 
Is  in  general  only  addressed  to  a select  audience. 
Ilis  one  chief  purpose  was  to  make  men  think 
and  investigate  for  tliemsclves,  and  this  was 
better  accomplished  by  attacking  in  detail  the 
errors  of  common  ojnnion. 

The  second  series  was  published  in  1848. 

I.  Phifsiologiedela  Spoliation. — In  this,  Bastiat 
follows  up  the  ideas  of  the  first  series,  and  shows 
timt  protection  is  a system  of  spoliation. 

II.  Deux  Morales. 

III.  Les  deux  hoches.  This  is  a further  satire 
on  a specious  fallacy,  that  an  increase  of  labour 
is  an  increase  of  wealth.  It  is  a jocular  petition 
of  a carpenter  that  every  one  sliould  be  cumpellrd 
to  use  blunt  hatcliets,  in  order  to  multiply  work. 

IV.  Caused  infmeur  du  tracail. — in  this 
each  trade  in  succession  is  called  upon  to  set  off 
the  advantages  and  disadvantages  of  protection. 
The  disadvantages  are  found  to  be  numerous,  and 
tlie  advantage  nil. 

V.  Chertc.,  bon  marche.  Advocates  a total 
un  interference  with  prices. 

\ I.  Aux  artisans  et  aux  otitiriers.  Addressed 
to  the  working  classes  to  dispel  the  false  accusa- 
tions which  had  been  made  against  Bastiat  and 
his  friends,  that  they  were  agents  of  England, 
and  explains  to  them  in  a familiar  way  some  of 
the  first  principles  of  the  subject. 

yil.  Conte  Chinois,  An  amusing  apologue 
to  illustrate  the  master  fallacy  so  often  combated, 
that  labor  is  wealth. 

VIII.  Post  hoe,  ergo  propter  hoc. 

IX.  Le  vol  d la  prime.  Shews  the  unfairness 
of  bounties  on  x>roduction. 

X.  Le  percepteur.  Analyses  in  a humorous 
manner  the  appropriation  of  the  taxes. 

XI.  VUtopiste  Explains,  in  a bantering  way, 
the  changes  a utopian  free-trader  w ould  make  in 
the  taxation  of  the  country. 

XII.  Le  sel,  la  paste,  la  dounne.  Explains  in 
a comic  dialogue,  the  advantage  of  the  Englisli 
Postal  reform. 

XIII.  I^a  protection,  on  les  trois  cchevins.  A 
comedy  in  four  tableaux,  shewing  up  the  absurdi- 
ties of  protection. 

XIV.  Autre  chose.  The  chief  cry  airainst 
free  trade  among  the  Protectioni>ts,  was,  that  it 
dis])Iaced  national  industiy.  The  inference  was 
drawn  by  uiithiiikiiig  iieople  that  it  destroys 
imluslrv.  Bastiat  ^hew's  that  it  only  transfers 
it  to  something  else,  and  thus,  with  the  same 
amount  of  labor,  a much  greater  amount  of  pro- 
ducts is  obtained. 

XV.  Le  petit  arsenal  du  libre-echangi^te.  A 
list  of  some  of  the  principal  fallacies  of  Protection, 
w ith  short  answers  to  them. 

XVI.  La  main  droite,  et  la  main  gauche. 
This  is  another  amusing  attack  on  the  fallacy 
Bastiat  so  often  ridicules,  that  labor  is  wealth.  It 
proposes  that  everyone  should  be  compelled  to 
use  his  left  hand  in  order  to  increase  the 
amount  of  national  indn>try. 

XV  II.  Dominatfon  par  le  tracail.  This  is  to 
dissipate  a fear,  that  in  jieace  the  most  indm-^tri- 
O'.is  nation  might  overpower  the  weaker,  as  tiie 

p 


!42 


BAST!  AT. 


BASTTAT. 


trouper  in  war.  Rastiat  ffhews  that,  while  in 
^ar,  the  stroiu;er  nation  overpowers  and  destroys 
’ he  M'eaker,  in  peace,  on  the  contrary,  the  su- 
•erior  industry  of  oin^  natiini  assists  and  de- 
■ elops  the  industry  of  its  weaker  neij^hbuiirs. 

Tliis  Concludes  the  second  series  of  these 
irilliaut  essays.  Rastiat  had  a third  series  in 
ourse  of  preparation,  wlien  the  revolution  of 
848  brou;rht  on  a more  pressiiij^  dany;er,  viz., 
he  Socialist  Doctrines,  which,  in  truth,  had  much 
u common  with  Protection.  Rastiat,  thou^di 
vorn  out  with  ill  health  and  fatigue,  caused  by 
lis  labors  on  behalf  of  free  trade,  hastened  to 
onibat  the  new  enemy,  and  with  indelatigable 
;eal  pnldished  a scries  of  pamphlets  in  opposition 
0 the  chief  Socialist  Doctrines. 

rrt>prUiv  et  loi.  In  the  Journal  des  Econo- 
niMes,,  loth  ^lay,  184H. 

The  Socialists  maintained  that  ])ropcrty  was 
he  mere  creation  of  the  law,  which  could  take 
.way,  tMpially  as  well  as  give,  the  right  of  i)i*ivate 
H'Operty.  Rastiat  argues  on  the  contrary,  that 
)roperty  is  not  the  creature  of  the  law,  but  that 
t is  the  fruit  of  a man’s  industry,  and  is  anterior 
0 law,  wliich  is  made  for  the  juirpo-se  of  pro- 
ecting  jiroperty,  but  <loe.s  not  create  it. 

Justice  et  frateruite. — 111  the  Journal  des 
Ecouomistes  15th  .June,  1848. 

Ridicules  the  Socialist  doctrine  o'ifrnternite. 

VEhit.  In  the  Journal  des  Dehals^  ‘25th  Sept. 
1848.  An  amii.-^iug  .satire  on  Avluit  people  ex- 
pected the  state  to  do. 

La  loi.  1850. 

On  the  proper  limits  of  the  fuiietionsof  the  law. 

Pro]a'i(te  et  s})oliation.  In  the  Journal  des 
Dehats^  J uly,  1 848. 

Refutes  Cousideraut’s  doctrines  of  the  Dy’oit 
2U  trorniL 

Btu'cal  lurent  et  Socialisme. 

Advocate.s  freedom  of  education,  and  the  aboli- 
tion of  the  necessity  of  university  degi’ces  for 
obtaining  employment. 

Protectionisine  et  conunuwsme.  tJanuary,  1840. 

A letter  to  M.  Thier.s,  wlio  has  always  been  a 
strong  advocate  for  Protection,  shewing  the  coiu- 
oiuuity  between  Protection  ami  Socialism. 

Spoliation  et  loi.  In  the  Journal  des  Econo- 
m’stes^  15th  ^lay,  1850. 

The  conseil^Uernl  of  agriculture,  manufactures, 
and  commerce,  demanded  in  April,  1850,  that  the 
professors  of  Political  Ecommiy,  paid  by  the 
government,  should  adopt,  and  teach  it,  on  pro- 
tectionist principle.-^,  such  as  were  domimuit  in  I 
France,  and  not  from  tlie  fn-c  trade  point  of  view. 
In  this  essay  Rastiat  ridicules  this  demand. 

Guerre  aux  chaires  (Cccomnnie  politifjve.  This 
is  on  the  .same  subjeet  as  the  preceding;  it  Mas 
publislied  three  years  before  the  last,  in  1847.  | 
Tlu*  Protectionist  Society  in  Paris,  in  that  year, 
modestly  demanded  that^the  Government  should 
pul  down  all  profes.sors  (»1  Political  Economy,  tail- 
ing in  tiiat,  they  roiiuired  that  they  should  be 
compelled  to  teach  Protectionist  doctrine. 

Capital  et  rente.  February,  184P. 

It  was  one  of  the  Socialist  doctrines  that  in- 
terest should  he  aboli^hed  as  uulaM  ful.  In  this 
essay,  Rastiat  investigates  the  nature  of  capital 
and  interest. 

Maudit  argent.  In  the  Journal  des  Ecoinonisles. 
April,  1849. 

This  i.s  a mo.st  admirable  dialogue  on  the  nature 


! and  functions  of  money.  We  most  eamostly 
1 commend  it  to  the  attention  of  every  student  in 
Political  Economy.  In  no  other  place  that  Me 
' are  UM  are  of,  are  the  functions  of  money  set  forth 
' and  explained  with  such  clearness  of  conception. 

' Rut  of  the  M'h'ilc,  M'hich  is  so  excellent,  Me  Mill 
only  (piote  one  passage : 

“C'est  bicn  le  moment  d’analy.ser  la  vpie 
foiiction  dll  uiiinoraire,  abstraction  faite  des  mines 
et  de  rimportation. 

Voii-s  avez  nn  ecu.  Qne  signifie-t-il  en  vos 
mains?  II  vest  comme  le  temoin  et  la  preuve 
que  vous  avez,  a une  epotpie  qiielconque,  execute 
un  travail,  dont  an  Hen  de  protiter,  vous  avez  fait 
jouir  la  societe,  en  la  porsonue  de  votre  client. 
Cet  ecu  temoigue,  quo  vous  avez  rendu  un  serrice 
a la  socitHe,  et,  de  i)lus,  il  en  constate  la  valeur. 

11  temoigue,  en  outre,  qne  vous  nhivez  pas 
encore  retire  de  la  societe  nn  service  reel  equi- 
valent, comme  e’etait  votre  droit.  Pour  vous 
mettre  a nienie  de  I’exercer,  qiiand  et  comme  il 
vous  plaira,  la  societe,  j^ar  les  mains  de  votre 
client,  vous  a doime  uiic  I'econnahsance.,  un  titre^ 
un  hon  de  la  liepuhlique.,  un  jeton.,  un  eev/,  enfin, 
qui  ne  ditiere  des  titres  tiduciaires  qii’en  ce  (pi’i! 
])orte  sa  valeur  en  lui-meme,  et  si  vous  savez 
lire,  avec  les  yeux  lie  Tesprit,  les  inscriptions 
dont  il  cst  charge,  vous  dechitlrerez  distincte- 
ineut  ces  mot-i;  ^Pendez  an  porteur  un  serrice 
hluivalent  a cilui  (ptil  a rendu  d la  societe.,  valeur 
reqne  coustatce^proucee  et  mesuree  par  celle  qui  est 
en  inoi-mcme.'  ” 

AVe  feel  obliged  to  call  attention  to  tlii.s  pas- 
sage, on  account  of  its  absolute  coincidence  M iih 
M'hat  we  have  dioM-u  to  be  the  fundamental  concep- 
tion of  monetary  science.  AVehave  shoMu,  in  the 
article  Curkincy,  that  several  writers  had  pre- 
viiiusly  had  a dim  conception  of  it.  Rut  no 
Mriter,  that  M e are  aware  of,  has  seen  it  M'ilh 
such  ciearues^,  or  expounded  it  M ith  such  vivid- 
ness, as  Rasli.it.  It  is  beyond  all  doubt  one  of 
the  mo.'it  important  conceptions  ever  introduced 
into  Political  Economy.  Fully  understood  and 
developed,  it  is  the  tnie  basisof  monetary  science  ; 
and  it  is  agaiii.st  this  fundamental  conception  that 
LaM-’s  theory  of  money  sins,  and  all  those  wild 
schemes  of  founding  a paper  currency  upon  land, 
goods,  or  the  i)iil>lic  funds,  M'hich  are  so  popular. 
It  shows  at  once  that  money  and  instruments  of 
credit  are  homogeneous,  the  one  being  general 
credit,  and  the  other  particular  credit;  and  that 
the  fundamental  idea  of  currency  is  debt,  or  ser- 
vices due  to  the  oM  uer  of  it.  Tlie  coiiicidmice 
beiM-ecu  this  passage,  and,  indeed,  tlie  m hole  of 
thi.s  diahjgue,  and  our  om  u theory  of  money,  as 
di  veloped  in  our  Theory  and  Practice  of  Baitluug^ 
1855,  and  Elements  of  Political  Economy,  1858, 
is  so  remarkable  that  it  might  be  .su]q»osed  that 
MO  had  adopted  it  from  Rastiat.  AVe  think  it 
necessary  to  state  that  this  is  not  the  case.  Al- 
though our  own  M'ork  M as  published  in  1855,  and 
Rastiat’s  pamphlet  in  1849,  M e had  no  knoM  ledge 
of  its  existence  till  the  dlst  of  May,  1859.  A\'e 
therefore  joyl'ully  cede  the  priority  to  Rastiat, 
being  only  glad  enougb  that  our  om  u vicm  s,  formed 
iiidepeudently,  should  ab.soluteIy  coincide  with 
those  of  so  great  a master  of  Kcomuuic  science. 

(jiratuitedu  (.Ve^/zA— RastUit's  iiamphlct,  Capi- 
tal et  Hente.  had  made  un  impression  on  the 
Avorkiiig  ehi>ses,  and  produced  a schism  in  the 
Socialist  ranks.  Tlie  Socialist  leader.s  found  it 
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necessary  to  combat  him.  One  of  the  editors  of 
the  F<n>  du  People  began  the  attjick,  M'hich  M*as 
continued  by  Proudhon.  Rastiat  M-as  alloMed  to 
reply  in  the  same  paper.  The  discussion  is  con- 
tinued through  thirteen  letters,  M-heii  Proudhon, 
finding  him.self  M'or.sted,  lirought  it  to  an  end  by 
loudly  proelaimiiig  himself  the  victor,  and  saying 
to  Rastiat,  ‘‘You  are  doubtles.s  a good  and  Mor- 
thv  citizen,  an  honest  economist,  a conscientious 
MU’iter,  a faitliful  representative,  a genuine  re- 
publican, and  a true  friend  of  the  peojile,  but 
your  last  M*ords  give  me  the  right  to  tell  you,  M. 
Rastiat,  that  in  a scieutitic  jioiur  of  view,  you  are 
a dead  man.”  Rastiat,  hoMever,  replied  to  him 
in  a concluding  letter,  M'hich  showed  that  he  M'as 
by  no  means  so  aimlhilated  as  Proudhon  sup- 
posed. 

Ce  qiCon  voit  et  ce  qiion  ne  roif  pas. — This 
M'a.s  the  last  of  the  brilliant  scries  of  pamphlets, 
and  was  published  in  duly,  1850.  In  it  Rastiat 
opens  a ugm'  vein  of  argument,  M’hich  is  cajuible 
of  great  extension.  An  immen.se  jirojiortion  of 
error  in  Political  Economy  ha.s  arisen  by  only 
looking  at  one  circumstance  in  the  case,  aiul 
MdioIIy  neglecting  a multitude  of  other  considera- 
tions, which  are  nece.ssary  to  be  taken  into  ae- 
eoiiiit  before  we  can  ascertain  the  general  result. 
Til  tliis  ]iamphlet  Rastiat  has  treated  of  a fcM'  of 
those  errors.  It  i.s  a vein  of  argument  M'hich  is 
capable  of  being  Morked  Aviih  great  succe.ss,  and 
to  a vast  extent.  Rastiat,  however,  M'as  not  the 
first  to  make  effective  use  of  this  line  of  argu- 
ment. Renthaiu  had  already  anticipated  him  in 
the  use  of  this  poM-erful  weapnn.  Rentliaiu's 
refutation  of  the  universal  craze  of  lii.s  day,  the 
rage  for  colonies,  is  an  admirable  example  of  tliis 
argumen  t . ( R k \ t n a m . ) 

This  volume  also  contains  a feM'  minor  jiieces. 
The  preceding  two  volumes  are  sjiecially  de- 
voted to  the  refutation  of  curnmt  errors.  Hom  - 
ever  brilliant  they  may  be,  such  works,  as  Rastiat 
himself  was  au-are,  are  only  of  the  second  order,  | 
Like  Samson,  they  perish  along  wkli  their  vic- 
tims. La.sting  fame  is  only  given  to  those  M'orks 
which  expound  truth.  The'  last  volume  of  the 
series  is  Rastiat's  croMning  M’ork,  and  contains 
liis  conception  of  the  fundamental  ]>riuciples  of 
the  science.  Rut  it  M'as  left  nnliiii^hed.  M'heii  ' 
Rastiat  felt  the  deadly  inroads  of  disease  on 
Ins  frail  constitution,  his  only  m isli  was  to  live  I 
another  year  to  complete  his  Mork.  Rut  that  ' 
was  not  granted.  'I’o  the  irreparable  loss  of  | 
economic  science,  his  greatest  Mork  reiaaiiis  oulv 
a fragment.  " | 

“ Nom*  is  the  stately  column  brfike.  ^ 

The  beacon  light  Is  fpienched  in  smoke, 

The  trurnpety  silver  sound  is  still, 

Tlie  warder  .silent  on  the  liili  1'’  j 

A ol.  A I.  Harmonics  Economiques, 

This  is  universally  alioM  ed  to  be  the  greatest  of 
Rastiat s M'orks.  Ilis  aim  is  to  investigate  the 
object.s  and  tlie  fundamental  conceptions  of  Poli-  ' 
tical  Economy,  and  this  he  does  in  a serie.s  of 
Essavs. 

1.  Organisation  Katnrelle.  In  this  lie  treats 
of  the  organisation  of  society,  ami  sIiom  s that  the 
object  of  Political  Economy  is  to  treat  of  tlic 
voluntary  a.ssuciation  of  persons,  as  distinguished 
from  the  schemes  of  the  Soeialists,  M'hich  are  all 
founded  upon  compulsory  association. 
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IT.  Besoins,  efforts,  .vUisfaction.  In  tliis  he 
investigates  the  true  limits  and  objects  of  the 
science  of  Political  Economy.  lie  determines 
that  it  is  founded  upon  tlic  M*ants  of  mankind,  and 
their  reciprocal  services  ministered  to  their  reci- 
procal M’ants  and  de.sires  : — 

“ C'est  en  elfet,  cette  faculte  donnee  aux 
hoinmes,  et  aux  homines  senls,  entre  Toute.s  le.s 
creatures,  de  fraraiUer  les  nns  pour  les  aufres ; 
c’est  cette  transmission  d'eflforts,  cet  echange  de 
sorvice.s,  avec  toutes  le.s  coiiibiuaisons  com]iH- 
quees  et  intinie.'^,  nuxquclles  il  donne  lieu  a tra- 
cers le  temps  et  I'espacc,  c’est  la  preciscMiient  ce 
iiui  constitue  la  science  economiquo,  en  inoiitre 
Turigine,  et  en  determine  les  limites.  * * * 

“Accomplir  un  cflbrt  pour  sati.sfaire  le  besoin 
d’autrui,  c’est  lui  reiidre  un  service.  Si  un  ser- 
vice est  stipule  en  retour,  il  y a echange  de  se?-- 
vices;  et  comme  c’est  le  cas  le  plus  ordinaire, 
reconoinie  politique  peat  etre  dvdiuie  : la  Theorie 
de  V h'hange. 

“ Quelle  que  soit  pour  I'nne  de.s  parties  con- 
traetaiites  la  vivacite  du  besoiii,  pour  I’autre  I’in- 
tensite  de  Telfort,  si  Tecliange  est  libre,  le  deux 
services  echanges  se  valent.  La  valeur  con'iste 
done  dans  rai)preciatiou  comparative  des  services 
iveiproques,  et  Ton  }>eut  dire  encore  qne  Toco- 
iiomie  politiiiue  est  la  Theorie.  de  la  valeur." 

It  M'ill  thus  be  seen  that  Rastiat's  conception  of 
the  nature,  the  objects,  and  the  limits  of  the  sci- 
ence of  Political  Economy  ab.soluteIy  coincide.s 
M'ith  our  OM'ii. 

III.  Des  hesoins  de  fhomme.  In  this  Ra.stiat 
inquires  into  the  nature  of  the  M aiirsof  men,  and 
he  takes  the  opportunity  of  stigmatising  the  fun- 
damental error  of  the  second  school  of  Political 
Economy,  that  labor  is  the  cause  of  value. 

“ Alais  n y a des  ecoles  qui  out  rapporte  au  tra- 
vail seul  ce  privilege.  Lour  axionie  est ; 7oufe 
rickesse  rie?it  du  travail : le  travail,  c'est  la  richesse. 

“Jene  puis  m’empeclier  de  preveiiir  ici  qne 
ses  formules,  prise.s  au  pied  de  la  lettre,  out  con- 
duit a des  errours  de  doctrine  tbiormes,  et,  par 
suite,  a des  mesurcs  legislatives  deplorables.” 

lA’".  Echange.  In  tliis  Rastiat  investigates  the 
nature  of  an  exchange,  and  sliens  the  functioiLs 
that  money  and  instruments  of  credit  perform  in 
decomposing  them,  ami  shcM's  their  natural  limits. 

A",  De  la  valeur.  Rastiat  then  investigates 
the  conception  of  value,  and  shcM's  that  it  is  en- 
tirely founded  on  tlie  mutual  appreciation  of  ser- 
vices intcrehanged,  and  not  upon  labor. 

“ Ainsi  la  detinitiou  du  mot  valeur,  ]iour  ctre 
juste,  doit  avoir  trait  non  seulemcnt  aux  etforts 
humains,  mais  encore  a ces  elibrts  cchangLls  mi 
ck'hangeables.  L’echangc  fait  ]dus  <jue  de  eoii- 
stater,  et  mesurer  les  valenrs,  il  leiir  donne  I’ex- 
istencc.  Je  ne  veux  pas  dire  qu'il  donne  Texis- 
tence  anx  actes  et  aux  choses  qui  s’eeliangeut, 
nulls  il  la  d«)niie  a la  notion  de  valeur. 

“ Or  quand  deux  lioinines  ce  cedent  mutiielle- 
ment  leur  elfort  actael,  ou  les  rcsultats  de  letir.s 
etforts  anterieurs,  ils.<e  .?cr/?paM'uu  rautre,  ils  .se 
reudeiit  reciproijuemeiit  service. 

“ Jc  dis  done:  La  A'aleuk,  c'est  j.e  rarport 
I>E  KEI  X services  ECJIAXGES. 

L'idoe  dc  x'aleur  est  entree  dans  le  momle  la 
premiere  fois  ipi'nii  homme  ayant  dit  a son  frere; 
Fais  ceci  pour  moi,je  feraicela  pour  toi, — ilssoiit- 
tombes  d'accord  ; car  alors  pour  la  premiere  fols 
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on  a pu  ilire;  les  deux  services  echaiiges  se 
valeut.  * * * * 

‘‘be  rEciiANOE,  nous  travaillons  pnur  nouft 
nr.nn'ir,  \vih\  abriter,  eclairer.  piu'rir,  dcfeiulre, 
iii'-tniire  Irs  iins  le?;  autres.  De  \ix  les  services 
rLciprof[ucs.  tVs  services,  nous  les  comparons, 
nous  les  <lisc!iton.s,  nous  lea  evaluons;  de  la 
la  Valecr.” 

He  sliewN  that  many  circnmstancos  atlect  value, 
and  points  out  the  false  origins  which  have  been 
attributed  to  the  word. — 

“On  a jusipi’ici  elierehe  le  prlncipe  de  la 
Valeur  dans  une  de  ces  circonstances  qui  I’ang- 
nienteut  on  qui  la  diiniuuent,  inaterialite,  dnree, 
ntilite,  rarete,  travail,  ditliculte  d’actiuisition, 
jugenient  &c. ; faus>e  direction  impriniee  des  V 
origiue  a la  science,  car  I’accidont  qui  moditie  le 
pheiionienc  iiVst  pas  le  plienomeiie.  * * * * 
Ainsi  le  principe  de  la  Valeur  e^t  pour  Smith 
dans  la  inaterialite,  ot  la  diirue,  pour  Say  dans 
Ihitilite,  pom*  Ricardo  dans  Ic  travail,  ]>onr  Senior 
dans  la  rarete,  pour  Storchduns  le  Jiigenient,  &c.” 

He  then  shews  the  confusion  into  which  the 
science  has  been  thrown  by  these  contradictory 
conceptions,  and  shews  tliat  the  only  true  source 
of  value  is  exchaiigeahiUty. 

'The  natural  consequence  of  this  view,  is  that  all 
services  which  are  exchanged,  are  economical 
elements,  whatever  their  nature  be,  whether 
material,  or  immaterial ; and  that  all  labour  is 
productive  labor,  which  produces  auy  service  wliich 
is  wanted.  Hence  those  persons  who  satisfy  any  of 
our  mental  desires,  such  as  opera  singers,  are  in- 
cluded in  that  category.  Bastiat  then  points  out 
at  great  length  the  erroneous  conclusions  to  which 
the  doctrines  of  preceding  economists  on  the 
conception  of  value  lead.  The  whole  essay  is 
most  excellent. 

AT.  Uichesse. — Examines  into  the  contra- 
dictory notions  which  prevail  with  regard  to  j 
wealth. 

Vir,  Capital. — In  this,  Bastiat  investigates 
the  nature  of  capital,  and  shows  that,  fi-om  the 
fundamental  conception  of  value  already  obtained, 
any  service  may  be  employed  as  capital.  He 
also  has  almost  succeeded  in  obtaining  the  true 
notion  of  credit : — 

“ Ce  qui  est  ]this  snrprenant  encore,  c’ost  que 
nous  pouvons  iaive  Topm-ation  inverse,  qtielque 
impossible  qifelle  sembie  au  premier  coup  d’adj. 
Nous  pouvons  cinivertir  eii  i^,^trlune^t  de  travail, 
en  chemin  de  fer,  en  maisons,  nil  cajiital  qui 
u*est  pas  encore  no,  utilisaut  ainsi  des  services, 
qui  ne  seront  reudtis  qn'au  xxe  siocle.  11  y a des 
banqniers  qui  en  font  Tavance  sur  la  foi  que  les 
travailleurs  et  les  voyageurs  de  la  troisieme  on 
quatrieme  geiiLn'ation  pourvoirent  au  pavement ; 
et  ces  titres  sur  ravenir  se  transmettent  de  main 
eii  main,  sans  rester  jamais  improdiictitV*  Here 
we  have  exactly  the  very  doctrine  that  we  have 
enforced,  that  Credit  is  Capital.  Though  it  is 
not  usual  to  pledge  services  which  will  only  be 
rendered  three  or  four  generations  hence,  services 
to  be  paid  for  three  or  four  months  hence,  consti- 
tute au  immense  article  of  commerce,  under  the 
name  of  Bills  of  Exchange. 

He  then  discusses  the  nature  of  interest. 

ATII.  FraprietCj  communauU. — Discusses  the 
nature  of  property,  and  refutes  the  socialist  delu- 
sions on  the  subject. 

JX.  /Vo;?nWyh/7r/e7*'?.— Discusses  the  nature  | 
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and  the  rigid  to  property  in  land,  and  the  vicAVs 
of  English  and  socialist  Avriters  on  the  subject. 

X.  ^ Concurrence. — Discusses  the  nature  and 
effects  i,f  competition. 

'Phis  terminates  the  first  series  of  essay.s  pub- 
li.shed  by  Bastiat.  Sketches  for  several  others 
were  fi  uiid  among  his  papers  after  his  death, 
and  have  been  pulilished  along  Avith  the  series, 
in  this  edition.  AVe  are  glad  to  have  anything 
l>roceeding  from  so  eminent  an  author,  but  as 
tlu\v  lu  ver  receiA'ed  his  imprimantvr^  they  must 
not  be  considered  as  containing  his  final  conclu- 
sion on  the  several  points. 

AA>  ti*ust  that  the  extracts  Ave  have  given  from 
Bastiat’-i  two  great<‘st  Avorks  may  have  the  effect 
of  sending  our  readers  to  the  originals  themselves, 
and  we  may  noAV  make  a few  general  observations 
on  them. 

Althdigh  tlie  Sophi.sm€s  Economiques  ^ycre  pub- 
Hshed  lus  detached  essays,  there  i.s  a thread  of 
argmneiit  Avhich  runs  through  them  all.  They 
are  brilliant  portions  of  a general  attack  on  a par- 
ticular .tatc  of  o]>iiiion,  and  it  may  perhajis  be  of 
some  advantage  to  attempt  to  state  it  in  a con- 
nected argument. 

France  A\'as  imbued  to  the  core  Avith  Protec- 
tionist opinions,  and  lier  commercial  .system  Avas 
becoming  more  exclusive  every  day.  Tlie  Ih*o- 
tectioiiist,  or  prohibitionist,  system  i.s  to  endeavour 
to  foster  native  industry  as  much  as  possible, 
and  to  exclude  all  commodities  which  can  be 
produced  at  home,  under  the  idea  that  they  dis- 
place and  destroy  national  industry.  The  argu- 
ment of  the  Protectionists  Avas  that  Avealth  could 
only  be  got  by  industry,  that  labor  Avas  Avealth, 
and  that  every  means  should  be  adopted  to  in- 
crease national  labor. 

To  meet  this  argument,  Bastiat  says,  that  if 
every  one  had  to  provide  everything  for  him.self, 
i he  Avould  naturally  di'sire  to  obtain  tlie  greatest 
]K).ssibh  result,  Avith  the  least  possible  labor.  He 
AA  ould  never  suppose  that  the  labor,  the  means  by 
Avhich  the  product  was  obtained,  Avas  the  actual 
Avealth.  He  Avould  manifestly  see  that  it  is  the 
product  which  is  the  wealth.  The  beau  ideal  of 
such  a condition  AA^ould  be  that  everything  he 
Avauted  should  be  obtained  Avithout  labor  at  all, 
like  sunlight,  air,  Avater.  &c.  And  as  the  wealth 
of  the  Achole  state  would  be  the  aggregate  of  the 
AA'ealth  of  each  individual,  the  whole  state  would 
be  the  more  AA-ealthy  just  in  proportion  as  the  least 
amount  of  labor  produced  the  greatest  amount  of 
products. 

This  being  granted  as  perfectly  self-evident,  if 
AA’e  .suppose  the  Avhole  state  to  be  composed  of 
individuals  working  for  them.seh'es,  the  general 
result  eaiiuot  possibly  be  different,  if  the  notion  of 
exchange  is  introduced.  No  matter  how  things 
are  ]n*oduced,  the  general  result  must  be  the  same. 
The  Community  in  general  must  be  Avealtliier, 
ami  better  off,  just  in  proportion  as  the  greatest 
amount  of  products  is  obtained  with  the  least 
amount  of  labor.  In  this  proposition  it  can  make 
no  iliffcrcnce  how  things  are  produced,  or  who 
produce  them,  whether  each  man  for  himself,  or 
each  foi*  his  neighbours.  This  is  so  manifestly 
true,  that  any  doctrine  contrary  to  it  is  evidently 
false. 

Rut  he  says  that  the  necessary  and  avoAved  con- 
sequence of  the  Protectionist  policy  is  to  dimini-sli 
I the  quantity  of  production,  obtained  by  any  given 
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amount  of  labor,  or  expenditure.  AATiore  then  is  , 
the  fallacy  ? He  says  that  it  arises  from  a con- 
fusion ot  ideas,  Avhieh  arises  on  the  introduction 
ul  the  notion  of  exchange.  The  doctrine  of  ex-  , 
change"  introduces  the  division  of  labor,  and  as  I 
that  is  carried  out  to  greater  jierfection,  each  man 
more  and  more  coniines  himself  to  produce  one. 
particular  thing  by  which  he  hopes  to  obtain  all  i 
other  things  lie  want.<,  by  exchanging  with  those  ” 
who^  jiroduce  Avliat  he  Avants.  Noav  between  I 
men's  desires  and  their  gratiiication,  Providence  ! 
has  in  general  opposed  obstacles,  which  can  only 
be  ovei-come  by  human  labor.  By  the  principle 
of  the  division  of  labor,  each  man  coiitiucs  him- 
.self to  overcome  one  ob:^tacIe  to  the  gi-atificatiou  of 
Ids  fellow-citizens.  The  exertion  he  makes  to  do 
so  is  labor,  and  ot  cour.se  tlie  greater  remuneration 
he  can  get  for  liLs  labor  the  better  for  him.  Thus 
labor  itself  becomes  an  article  of  commerce,  and 
IS  ill  tact  Avealth  to  the  laborer.  Each  man  sejia- 
lately,  therefore,  tries  to  make  his  labor  as  dear 
as  possible,  and  as  profitable  to  himself  as  jios- 
sible;  and  ho  rejoices  to  see  the  obstacles,  Avhieh 
it  is  his  peculiar  function  to  combat,  increased 
and  mulli|»Hed,  because  he  hopes  to  obtain  a 
greater  rcAvard  tor  doing  so.  Thus  iii  the  increase 
of  obstacles  each  man  see.s  an  increase  of  wealth, 
and  hence  the  notion  gets  possession  of  bodie.s  of 
men  that  to  iaerea.se  ob^tae]es,  to  increase  national 
labor,  is  to  increase  wealth.  Thus,  Bastiat  shews 
that  if  the  vjcavs  of  each  producer  are  acted  upon, 
the  result  mu.<t  be  a very  great  increase  of  labor 
as  compared  with  the  result.  That  is,  the  result 
must  diminish  a.s  comiiared  with  the  means  used. 
Consequently,  the  general  result  of  Protectionist 
legislation  to  the  nation  mu.st  manifestiv  be  to 
diminisli  its  Avealth.  The  avIk.Ic  faliacfy  rests 
upon  the  idea  that  labor  is  Avealtli,  that  to  mul- 
tiply labor  is  to  multiply  wealth,  and  tliat  the 
great  aimot  the  legislator  should  be  simply  to  in- 
ci  ease  national  labor.  Having  thus  arrived  at 
the  fymiameiital  misconception  of  the  subject, 
Pa:?tiat  dcA'otes  all  his  powers  of  ridicule,  bur- 
lesque, sarcasm,  Avit,  and  humor  to  combat  it.  | 

J iius  Aye  have  the  petition  ot  the  manufaetuiers 
of  artificial  light  to  put  down  the  use  of  sunlight 
their  gieat  natural  enemy*,  which  Ls  so  destructive 
to  so  large  a liraiich  of  national  industry',  by  super- 
seding the  use  of  their  product the  petition  of 
the  carpenter,  that  every  one  should  be  compelled 
to  use  hatchets,  ill  order  toimiltipiv  uatioiial  i 
labor  ;— the  petition  that  everv  one  should  becoui- 
pel  ed  to  u.^e  his  left  liaiid,  witli  tlie  same  object : 

— the  Clmie.se  apologue,  and  others. 

Bastiat  then  sIicavs  the  utter  hiconsisteucv  of 
mens  conduct  in  their  OAvn  affairs,  and  then*  doc-  i 
trme  with  regard  to  the  state.  The  mo.st  red-hot  ! 

1 rotectionist  Avili  uIaa  ays  act  upon  free-trade  priii-  I 
ciples  in  his  own  busiiie.<s,  and  do  his  utmost  to  I 
produce  the  g^^atest  effect  with  the  least  means.  I 
Jfe  will,  tor  his  own  benefit,  eagorlv  adopt  everv 
method  to  abridge  his  own  labor,  and  produce 
economically  and  quickly  as  possible.  But  when 
he  comes  to  deal  with  the  state,  he  does  exactly 
uie  ie\erse.  He  then  tries  to  do  evervthiug  to  j 
increase  the  labor  aiul  dimiui.sli  the  result. 

But,  say  tlie  Protectionists,  it  is  admitted  that 
all  wealth  proceeds  from  industry,  and  couse- 
queutly  if  foreign  products  are  iutroduced  cheaper 
than  they  can  be  manufactured  at  home,  they  Avill 
supersede  native  products,  and  thus  destroy  na- 


tional industry',  Avhidi  is  the  source  of  wealth. 
No!  says  Bastiat,  that  is  not  .so ! If  foreign  pro- 
ducts are  introduced,  they  must  be  paid  for  by 
iiatiA’c  products,  ami  the  quantify  of  native  in- 
dustry Avhich  is  set  free  from  manufacturing  pro- 
ducts at  a dear  rate,  is  employed  jairtiy  in  inauii- 
facturing  .something:  else  to  buy  those  cheaj>er 
foreign  products  Avith,  ami  partly  is  capable  of 
being  ajiplied  to  produce  something  else  in  addi- 
tion to  gratify  some  other  wants.  Thus  as  a body 
tile  national  industry  is  not  injured  at  all,  and  the 
general  result  to  the  nation  is  not  only  that  they 
obtain  the  same  quantity  of  produce^  as  before, 
but  ill  addition  to  that,  the  expense  saved  may  be 
ai)])lied  in  obtaining  other  gratifications.  Thus 
the  national  industry  remains  the  same,  but  its 
products  are  greatly  increased,  and  consequently 
the  national  Avealth  augmented.  Thus  Ave  obtain 
the  great  doctrine  that  the  national  industry  is 
not  destroyed,  but  only*  trasseerred. 

Again,  says  Bastiat,  the  A'ery'  same  arguments 
which  have  been  used  against  foreign  importutioiis 
apply  against  maeliiuery  of  all  sorts,  c>*en  the 
very  humblest.  The  sinqile-st  machine  or  imple- 
ment di.sitlaees  Imman  industry.  Tliey  ou^dit 
therefore  all  to  be  put  doAvu,  steain-eiigiiies,  car- 
nages,  roaijs,  iiloughs,  bea.sts  for  agriculture,  even 
spades.  It  the  great  object  is  to  promote  national 
industry',  the  onfy  logical  conelusiou  is  to  scratch 
the  ground  Avith  our  nails.  This  would  greatly 
multiply  the  labor  necessary  to  produce  anv  re- 
quiied  quantity  of  corn,  and  therefore  Avould 
greatly  iucTease  the  national  Avealtli  in  that  point 
?/.  * lias  accordingly  been,  among  the 

ill-inmnued,  a very  general  jirejudice  against 
machinery,  on  the  supposition  that  it  displaces 
hiiinaa  industry',  Avhich  has  been  adopted  by 
Sismondi.  But  J.  B.  Say  sliewed  that  his  fallacy 
lay  in  assuming  that  consumption  is  a fixed  quan- 
tity , A\  liich  is  a monstrous  error.  Consumption  is 
cajiable  of  being  increased  to  almost  any  extent. 
Moreo\er,  as  Bastiat  has  satisfactorily*  shewn,  and 
Ave  bclicAe  he  Avas  the  first  to  notice  it,  Avhatever 
mnd  is  saved  from  the  expense  of  the  produetions 
IS  ready  to  provide  a maintenance  for  those  Avhose 
labor  is  displaced  by  any  uiacliincry.  Thus  aa'o 
arrive  at  the  same  general  re.^alt  as  in  the  former 
case,  no  national  industry  is  destroyed,  it  is  only 
transferred,  and  for  the  same  amount  of  industry 
the  national  cnjoyment.s  are  gi'eatly  increased. 

Thus  Ba.stiat  proves  that  foreign  importations 
of  couiinudities  Avhich  can  be  produced  cheaiter 
abroad,  and  the  improvements  effected  by  machi- 
nery, ai*e  in  all  resjiects  analogous.  No  douiit,  in 
all  states  of  transition  from  one  sy  stem  to  another 
a fcAA  iiidi\iduals  are  the  victims  of  the  iinprove- 
lueiit,  but  the  profit  to  the  nation  is  immense. 

Thus  Bastiat  shoAVS  that  the  Protectionist  svs- 
tein  is  manifestly  ad\*erse  toAvhal  is  aeknoAvled“-ed 
to  be  national  welfare. 

It  has  often  been  remarked,  that  these  AA'ere  not 
truths  discovered  by'  ifastiat,  but  only  expounded 
by'  him  Avith  great  auilily,  and  many  are  disjiosed 
to  disalloAV  his  claim  to  be  an  original  discoverer 
for  that  rea.sou.  Nor  can  it  be  denied  that  there 
some  truth  in  this.  Bastiat  himself  acknoAv- 
ledges  that  to  refute  error  is  only  the  second  glo- 
iious  part.  But  that  would  not  deprive  him  of 
his  claiiu  to  be  placed  in  the  lir^t  rank  of  ecoao- 
nnsls.  Ihe  truths  contained  in  the  Sophisines 
Wi*re  perhaps  not  new,  but  they  liad  never  before 
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expounded  with  sm  h admirable  ])ower  and 
]irecision,  nor  one  so  specially  adapted  to  the 
character  of  the  ]teople  whom  they  were  ad- 
dressed. The  whole  aim  of  the>e  writinjrs  is  to 
overthrow  Ih’oteetiuii  l»y  mnkin*;  it  ritlinilons. 

Sftjthismes  Kc(}?u/7tu'(juf'i(  nri‘  the  Don  (Quixote 
of  rrotection.  Tlie  tniths  are  so  admirably  put, 
that  no  one  who  reads  them  can  feel  that  it  is  pos- 
sible to  think  otlierwise,  and  they  are  as  amusing 
as  a novel.  No  wrilin-rs  were  ever  better  calcn- 
lateil  to  efleet  their  object,  and  M'e  are  lia])py  to 
be  informed  by  AI.  Paillottet  that  their  circulation 
has  been  immense,  for  such  a Murk.  Even  men 
M’ho  are  already  jiersnaded  of  the  truths  tliey  in- 
cidcate,  cannot  fail  to  derive  benctit  from  tliem. 
ThetaJIaeies  of  Protection  are  iu  many  respects 
extremely  ]dausible,  and  it  is  easy  for  persons 
M'hu  live  after  their  refutation,  to  sneer  at  those 
Mho  once  held  tlieiii.  The  time  may  come,  per- 
ha]»s,  M'lieii  the  Miiole  Morld  M ill  be  converted  to 
free  trade,  but  M^e  fear  that  that  time  is  still  a 
very  long  May  otf,  and  until  that  time  comes,  the 
M ill  probably  remain  the  must  ellective 
M-eapon  to  combat  Protection. 

Tlie  So/)hisine.s‘  then,  we  have  seen,  M’ore  only 
intended  by  |Jlastiat  to  clear  the  M ay  to  the  esta- 
blishment ot  tlio  true  system  of  Ecomunic  Science. 
'J  he  M’ork  in  M Inch  liastiat  ju'oposed  to  erect  a 
liositive  system  is  the  Ilfirniouies. 

All  economists,  of  M'hatever  school,  are  agreed 
that  the  Mord  Value  is  the  fumlanieiital  concep- 
tion in  the  science.  Put  betMcen  the  first  tM’o 
schools  of  Political  Economy  and  the  third,  there 
is  a bivad  and  fuiidamcntai  distinction  betMecn 
their  conceptions  of  the  term.  The  most  eminent 
M riters  of  these  tM  o schools  ditler  Avidely  amongst 
themselves  as  to  the  cause  and  mea."Mre  of  value; 
but  they  all  a;rree  in  this,  they  consider  value  to 
be  something  ihhereut  in  the  avtiele  itself.  I’lie 
common  feature  of  these  tM  O scliools  is  that  they 
make  value  a (juality  of  the  article,  either  mate- 
riality, durability,  utility,  or  something  of  that 
sort.  Put  a fcM'  Avriters  liave  taken  a completely 
ditierent  vicAv  of  the  subject.  Aristotle  in  an- 
cient timc.s,  Parboil  iu  Ifibb,  and  more  recently 
^Ir.  Samuel  Pailey  in  lN*2G,  Archbisliu])  AVhately 
in  ]8;ll,und  Mr.  Jennings,  ami  Me  liave  no  doubt 
otliers,  have  seen  tliat  value  is  nut  a (piality 
Avliieh  resides  in  the  article  itself,  but  that  its 
source  lies  iu  the  mind  of  the  ptTson  avIio  desires 
ail  article.  Thus  avc  have  seen  above  that  Aris- 
totle says  that  the  sourve  of  A'aliie  is  the  desire  of 
any  person  to  possess  a thing,  and  tlie  meaaure  of 
value  is  the  (juantity  of  things,  usually  money,  he 
Avill  giA'e  to  oluain  ptissc-ssioii  of  it.  Xow  tliis  is 
manifestly  a completely  ditferent  notion  of  value 
to  that  entertained  by  the  first  tAVo  schools  of 
IVlitieal  Economy.  And  there  can  be  no  doubt 
Mliatever  tliat  mature  relieeiioii  Avill  sheAV  it  to 
be  the  true  eoncei)tion.  For  if  value  be  any 
(jualiiy  AA  liatcA-er  of  tin*  article  itself,  it  is  ([uite 
dear  that  so  long  as  tliat  quality  remains  the 
same,  the  value  of  the  article  eaiiiiot  change.  Put 
univer.sai  experience  demonstrates  the  gross  emu* 
of  this  A'iew.  it  is  notorious  tliat  tlie  value  of 
articles  constantiy  change,  Avhile  all  their  quali- 
ties remain  the  same.  And  the  reason  is  ])lain, 
either  the  desire  for  them  has  changed,  or  the 
supply  has  changed,  or  both  may  happen,  Avithout 
in  any  M'ay  affecting  the  qualities  of  the  artides 
themselves.  And  their  values  change  accord- 


ingly, AvIiich  indubitably  proA'Os  that  value  is 
something  altogether  external  to  the  article. 
And  tliis  is  Avhy  Ave  .<ay  thatPastiat  is  one  of  tlie 
j great  founders  of  the  third  .*:ra  of  Political 
Economy  because  the  aaIioIc  of  his  essay  on  Value 
is  for  the  express  purpose  of  enforcing  this  doc- 
trine, that,  value  is  not  a quality  of  tlie  article 
itself,  but  is  tlie  mutual  estimation  of  tAA'o  services 
M'hieli  an  exchanged. 

Thus  Mc  at  once  obtain  the  great  fiiiidamental 
doctrine  that  VALVE  reuvires  the  concurrence 
OF  TAVO  MINDS.  XoM' tliis doctriiK*  is  utterly  sub- 
ver.sivc  ol  tlie  two  preceding  schools  of  Political 
Economy  and  exactly  reverses  the  Avhole  of  their 
fundamental  axioni';.  Ricardo  and  his  folloAvers 
consider  labor  exclusively  Jis  the  source  of 
value,  and  cannot  conceive  A’ahie  to  exist  except 
as  the  result  of  labor,  a princijile  Avhidi  Air. 
AlcCnlloch  and  Mr.  I)e  Quincey  have  pushed  to 
tlie  most  absurd  extremes.  In  18J1  Archbishop 
"Whatelv  :^eiit  a deadlv  shaft  into  the  heart  of  this 
fallacy.  (Lectnres^p.\(y7^4thI^d.\S53).  He  says, 
“XoAv  it  is  true,  it  so  happens,  by  the  a])i)oint- 
nient  of  Providence,  that  valuable  articles  are,  in 
almost  all  instances,  obtained  by  labor,  but  still 
this  is  an  accidental  not  an  essential  circum- 
stance.” And  this  Ave  have  seen  above  is  the 
A'ery  exj  ression  used  by  Pastiat,  no  doubt 
Avithout  any  kiiOAvledge  of  Dr.  Wluitdy  having 
preceded  him.  Xoav  avc  liave  sheAvii,  in  the 
IVeliuiimirv  Discourse,  tliat  utilitA',  materialitv, 
durability,  scarcity,  ami  in  fact  all  qualities  Avhicli 
reside  in  the  article  itself,  are  to  be  rigidly  ex- 
cluded fn  ni  the  conception  of  value,  and  that  it 
means  sinq>ly  exchangeability,  and  hence  neces- 
sarily requires  the  coiicurrenee  of  tavo  minds. 

XoAv  this  is  precisely  the  doctrine  that  Pastiat 
enforces  m itli  all  his  usual  clearness  of  conception 
and  vivacity  of  illustration.  Tliis  he  considers  to 
be  the  trii  * fundamental  eonce])tion  of  the  science, 
and  that  Its  true  (»bjects  and  limits  are  to  iiiA'cs- 
tigate  ami  deveIoi»e  tlie  theory  of  value,  or  of 
exchanges. 

Noav  this  is  the  restoration  of  the  Aristotelian 
doctrine  of  value,  and  it  is  beyond  all  compiudson 
the  greatest  revolution  that  has  been  effected 
in  any  science  since  the  days  of  Galileo, 

it  is  triu  that  objections  have  been  made  by  emi- 
nent Avriters  against  Ihisdeliiiitioiiuf  the  science, as 
being  too  iiarroAv,  and  the}' adhere  to  the  detinition 
of  its  beiiiv  that  of  the  production,  distribution,  and 
coiisiiiiipti'in  of  Avealth,  or  some  variation  of  it,  as 
being  moiv  conqirelieiisive.  Put  Ave  liaA’e  sliewn, 
(Preliminary  Discourse;  Consumption;  Pro- 
duction) Jiat  by  giving  a iinqier  interpretation 
to  the  AM-rds  pi'oduction  and  consumption,  Pro- 
duction VND  Consumption  together  constitute 
Exciiangv,  and  that  distribution  ilepends  upon 
the  numb<  r and  the  character  of  the  exchanges 
effected.  We  liave  sheAvn  that  an  error  infects 
the  common  use  of  tlie  Avord  consumption,  ex- 
actly analogous  to  that  Avhich  infects  the  common 
use  of  A'aliie.  For  Avhilc  labor  is  the  accident  and 
not  the  essence  of  Aalue,  destructiiui  is  the  acci- 
dent and  not  the  essence  of  consumption.  In 
Political  JOcoiiomy,  production  is  bringing  some 
service  to  the  market  for  sale,  consumption  is 
purchasing  it,  or  taking  it  out  of  tlie  market. 
Tims  it  is  '‘oiisnmption  and  not  labor  wliich  gives 
value  to  I'l’uduction.  Tavo  parties  avIio  Avish  to 
excliange  are  each  producers,  and  each  con- 
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sumors,  of  their  own.  ami  each  otheFs,  service. 
Ami  it  is  the  reciprocal  consnmptiim  a\  Inch  give.s 
value  to  the  reciprocal  production,  and  the  com- 
plete transaction  constitutes  an  exchang4‘.  Thus 
Ave  see  that  the  deliiiitioii  of  Political  Economy 
proposed  by  J.  P.  Say,  ami  somncli  in  favor  Avith 
Avriters  <»f  the  second  school,  is,  in  fact,  redueerl 
into  the  definition  of  the  third  school. 

Having  thus  firmly  settled  that  Political  Eco- 
nomy is  the  science  of  exchanges,  Pastiat  naturally 
folloAvs  up  this  conception,  and  .shews  that  any 
service  Avhich  may  be  exchanged,  M'hatever  its 
nature  be,  material  or  immaterial,  is  an  economi- 
cal element,  and  is  included  in  tlie  science,  and 
that  as  capital  is  only  a particular  method  of  em- 
ploying an  economical  element,  any  service  M hat- 
ever  may  be  capital. 

He  has  also  clearly  seen  and  expounded  in  lus 
Maudit  Argent  the  true  doctrine  of  money.  He 
explains  that  it  is  the  representative  of  services 
due  to  the  possessors  of  it,  or  of  Debt,  thereby 
at  once  establisliingthe  great  doctrine,  that  money 
and  iiistniments  of  credit  are  homogeneous. 
This  is  the  true  fumlamental  conception  of  the 
Theory’  of  Money,  and  is  one  of  the  most  import- 
ant conceptions  CA'cr  introduced  into  Political 
Ecoiiomv.  It  is  the  true  criterion  of  the  limits 

V 

of  the  currency,  and  wc  have  shcAvu  its  immeii.'ie 
importance  iu  tlie  arliclis  Currency  mid  Laav. 
AVT*  liaA'e  shcAvn  that  LaAA*’s  theory  of  money  is 
contrary  to  this  conception,  and  tliat  it  gh'es  the 
true  .solution  of  that  problem  in  monetary  science 
Avhich  is  so  much  discussed  at  the  ])resent  day. 
(Pill  of  Excuangk;  Credit;  Cieszkowski; 
Hill,  PAimin.) 

There  is  onl}^  one  point  on  Avhich  BastiaCs 
clearness  of  conception  has  been  at  fault.  We 
have  seen  above,  that  he  says  that  not  only  every 
existing  economical  element  may  be  used  as 
caiiital,  but  that  aa'c  may  perform  the  inverse 
operation,  and  utilise  future  services  by  turning 
them  into  produeti\  e capital.  Noav,  the  utilisa- 
tion of  future  services  is  credit,  and  AVe  have 
shcAVii  (Preliminary  Discourse;  Credit)  that 
instruments  of  credit  in  Political  Economv  are 
exactly  analogous  to  negative  quantities  iu 
Algebra  and  Natural  Philosophy,  Avliieb  ha\'e  a 
real  existence,  although  they  Avere  a sore  puzzle 
to  the  early  Algebraists.  Nona,  tlii.s  is  exactly 
PastiaCs  conce])tiun  Avlien  he  says  that  avc  may 
jierform  the  inverse  operation,  and  use  future 
services  as  ]>roductive  capital.  Pastiat  thus  .sub- 
stantially acknowledges  the  great  doctrine,  that 
Credit  is  Capital.  But  iu  an  article  on 
Credit,  in  the  Ce  (pCon  voit  et  ce  yuan  ne  r<fit 
pas.,  he  has  fallen  into  a in(»st  strange  inconsis- 
tency; for  he  there  ridicules  the  notion  that 
credit  is  Avealth,  and  treats  it  merely  as  the 
transfer  of  existing  commodities.  Noav,  aa'c  have 
shewn  that  Mr.  Jlill  has  fallen  into  exactly  the 
same  inconsistency  (Credit;  Mill,  John  Stu- 
art). In  one  part  of  his  Avork,  he  laughs  at  the 
notion  tliat  credit  is  producthe  capital;  in  ano- 
ther part,  he  maintains  tliat  bank  notes  are  capi- 
tal, and  also  bills  of  exchange,  Avhieh  he  says 
riglitly,  are  not  generically  ditferent  from  bank 
notes.  Noav,  Avliat  is  the  cau.se  of  these  manifest  ! 
self-contradictions  in  these  tAvo  eminent  writers  ? 
It  is  as  plain  as  the  sun  at  noon-day.  They  are 
imist  remarkable  examples  of  t\iO  Fallacy  of  Am- 
bignity.  In  ditierent  parts  of  their  Avorks,  they  ' 


, form  different  conceptions  of  AA'hat  credit  is.  In 
I one  part  they  only  look  to  the  transfer  of  the 
I article,  and  then  iliey  deny  that  credit  U capital ; 
ill  the  other,  tiiey  look  to  the  circulation  of  the 
instrument  of  credit,  and  sec  that  it  is  used  as  a 
.substitute  for  money,  ami  then  they  maintain 
, that  credit  is  capital.  It  is  almost  needless  to 
, say  tliat  of  these  two  conceptions,  the  latter  is 
I the  true  one,  and  the  former  erroiieotn.  Instru- 
ments of  credit  are  real  independent  economical 
i elements,  like  the  negative  quantities  in  algebra, 

! ami  may  be  used  as  capital. 

d'liis  branch  of  the  subject,  hoAVCA'cr,  is  capable 
of  immense  development,  strictly  following  from 
I Pastiat's  conception. 

In  short,  as  Ave  haA'O  fully  explained  elscAvhere 
(Preliminary  Discourse;  Capital),  confining 
Dtlitical  Economy  to  the  limits  of  positive  mate- 
rial quantities,  is  exactly  as  if  we  Avere  to  bring 
back  Algebra  to  the  narrow  bounds  of  Arithmetic, 
and  to  reject  incorporeal  forces  from  mechanics, 
and  invisible  elements  friiin  chemistry.  The 
battle  Avhether  iucorjKireal  elements  are  to  be 
admitted  into  Political  Economy  aaus  fought  in 
tile  days  of  Galileo,  avIio  could  not  get  his  oppo- 
nents to  believe  ill  gravity  as  a mecliaiiical  force, 
beeause  it  was  incorporeal. 

In  18-5f>,  without  tlie  slightest  ktiOAvledge  of 
Pastiat's  Avorks,  or  even  of  hi.s  name,  but  merely 
seeing  the  utter  confiislon  that  reigns  iu  the  cur- 
rent opinions  on  Political  Economy,  aac  said 
j ( Introductu)nto  Vol.  II.  Theory  and  Practice  of 
Banking,  § The  time  has  come  avhen  all 

Political  Economy  must  be  ri>written.” 
And  this  AA'C  repeat.  There  is  no  doubt  a vast 
quantity  of  fragmentary  truth  ascertained,  but 
it  is  only  detached  portions,  AA'itliouf  <lue  sci- 
entific counecti  'n.  We  have  no  doubt  that  Pas- 
tiat has  obtained  the  true  fundamental  conception 
Avhich  A\  ill  reduce  into  harmony  ami  order  this 
\ ast  mass  of  ascertained  truth,  ami  shcAv  its  coii- 
iieetion.  We  iiave  no  doubt  tliat  taking  hU  con- 
ceptions, and  developing  them  iu  a spirit  exactly 
conformable  to  that  on  m IhcIi  the  physical  sci- 
ences are  treated,  Political  Economy  may  be 
raiseil  to  a precision,  a magnificence*  a grandeur, 
ami  a compass  avIucIi  has  never  yet  been  dreamt 
of,  and  which  Mill  fit  it  in  all  rc.'^pects  to  take  an 
e<iual  rank  Avlth  the  most  complete  of  the  physical 
sciences. 

Pastiat  breathed  a Avi^h  {Correspondence  Vol.  I. 
p.  204),  “ Je  ne  dissimule  pas  cepeudaut  uu  vnii 
personnel.  Oui,  je  desire  qiic  cette  theorio  (de 
valeur)  rencontre,  de  luouvivaut,  assez  d'adei»tes, 
(ne  fut-ce  que  di  ux  ou  trois,)  pour  etre  assure, 
aA'aiit  de  inuurrir,  ([ii’eile  ne  tombera  pas,  si  ello 
est  vraio.  Que  nioii  livro  eii  suscite  senh-meac 
un  autre,  et  je  serai  satisfait.”  AVe  rejoice  to 
think  that,  quite  independently,  Ave  have  formed 
exactly  the  .same  fumlamental  notions  on  all 
the  leading  points  iu  Political  Economy  as  Pastiat 
did,  and  tliat  this  Dictionary  is  written  for  the 
exiiress  purpose  of  constructing  tlie  Science  oi 
Political  Economy  on  those  very  conceptions. 
And  Ave  hope  that  this  may  bring  about  an  entente 
cordiale  between  the  economists  of  England  and 
France. 

It  is  to  France  that  we  must  probably  look  iu 
future  for  the  best  economists.  It  is  natural  to 
find  the  best  iihysiciaiis  Avliere  diseases  are  most 
rife,  the  best  organized  fire  brigades  wliere  lire-* 
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arc  most  frefjueiit.  In  En^Iaml,  the  principles  of 
free  tratlc^  arc  triumphant,  and  almost  unques- 
tioned. Ctuisequently  there  is  no  longer  a neces  • 
sity  to  defend  what  is  assumed  as  a matter  of 
course.  Hut  in  rrauee  the  case  is  different.  That 
pleasant  land  is  still  deeply  involved  in  econo- 
mical darkness,  and  consequently  it  is  there  that 
we  must  heueeforth  expect  the  most  hrilliaiit 
efforts  to  enlighten  it.  Xotwithstaiuling  the  illus- 
trious men  wlio,  whatever  their  differences  may  be 
as  to  the  best  method  of  treating  tlie  subject,  are 
all  tirmly  united  in  the  practical  part  of  it, 
namely,  tlie  priucijtle  of  free  exchanges,  the  pro- 
gress of  these  opinions  is  apparently  but  slow  and 
ilislieartening,  and  yet  from  their  scientific  beauty 
they  seem  peculiarly  adapted  to  find  acceptance 
in  the  French  mind.  But  there  is  reason  to  hope 
well.  The  sale  of  Hastiafs  works  has  been 
immense,  considering  their  nature.  M.  Paillottet 
has  siqiplied  us  with  some  details  which  we  think 
will  interest  our  readers.  He  tells  us  that  of 
Hastiat’s  smaller  works,  published  in  12mo,  and 
<i'iitaining  the.  Sop/ifsiues  and  the  pamphlets, 
there  Iiave  been  sold  :>0,000  cotues.  (Jf  Cobdf^n 
et  la  Ugue^  in  the  first  edition  1000  copies;  of  the 
Jlaniumies^  first  edition,  1000  copies,  of  the  second 
edition,  *2000  copies.  At  the  end  of  last  l)e- 
(vinber,  1858,  of  his  complete  wurks,  in  6 voJs. 
12ino,  l(),fi00  volumes  had  been  sold  ; and  a fourth 
edition  of  tlie  Haniwnies  is  now  being  jn'inted. 
lliis  must  indicate  progress,  too  slow  ]icrhaps  to 
^ratify  tlie  wishes  of  the  best  triends  ut*  France, 
but  it  must  be  sure,  and  we  fervently  hope  that 
it  may  not  be  long  before  the  fruits  of  so  much 
-dorious  labor  may  begin  to  manifest  themselves. 
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state  of  the  national  debt  as  it  stood  on  the  24M 
lecemher,  1710,  irith  the  payments  made  towards 
j discharge  out  of  the  sinking  fund,  ^-c.,  ctanpared 
uth  the  debt  at  Alichaelmns,  1725. 

An  enquiry  into  the  conductofonr  domestic  affairs 
^ rom  1721  to  Christ mtis  1733,  in  ivhieh  the  case  of 
I iir  nathnial  debts,  the  sinking  fund,  arc  parti- 
tularhj  considered.  London,  1734. 

(’ase  of  the  sinking  fund,  and  the  right  of  the 
] 1/blic  creditors  to  it  considered,  London,  173.5. 

Considerations  on  the  preseid  state  of  public 
f fairs,  and  the  means  of  raising  the  necessary 
^ ipplies,  London,  1739. 

BAUDEAU,  NICHOLAS,  TAbbe.-One  of 
t le  most  able  and  ardent  of  the  discii»les  of  Ques-  ' 
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■ nay,  or  the  Phvsiocrate  school  of  Political  Eco- 
nomy, was  Lorn  at  Amboise,  27th  April,  1730. 
Being  destined  for  the  church,  he  began  to  study 
for  it,  and  lu  became  a regular  canon,  and  Pro- 
fessor of  Theology  in  the  Abbey  of  Cliaucelade. 
lie  was  some  time  after  invited  to  the  capital  by 
M.  De  Beaumont,  the  Archbishop,  a zealous  ami- 
Jansenist.  His  taste  inclined  more  to  science 
than  tlieology,and  he  abandoned  his  clerical  posi- 
tion. In  1 70  > he  founded  a journal  named  Mphe^ 
merides  da  Citoyen,  or  Chronique  de  T esprit 
national,  in  which  he  warmly  opposed  the  doc- 
trines of  (^nosnay.  Dupont  de  Nemours  was 
Editor  of  the  Jtmrnul  de  1 agricxdhire,  da  cma- 
merce,  et  des  finances,  also  founded  in  1765, 
which  was  a common  fighting  ground  for  the 
partisaus  and  the  opponents  of  the  mercantile 
system.  Le  Trosne,  who  %vas  king's  advocate  in 
tlie  bailiwick  of  Orleans,  attacked  some  of  the 
doctrines  maintained  by  Bandeau  in  his  ])aper. 
The  latter  pn  pared  a series  of  letters  in  defence 
of  them,  tile  first  of  which  was  inserted  in  Dupont's 
paper.  The  editor  inserted  it  with  some  com- 
ments of  his  own,  which  had  the  effect  of  con- 
verting Baiuloau,  who  was  a sincere  inquirer 
after  truth,  and  he  henceforth  became  an  ardent 
disciple  of  Qitesnay.  In  1707,  the  partisans  of 
the  mercantile  system  had  sli‘ength  enough  to 
drive  Dupuiit  de  Nemours  from  the  editorship  of 
his  paper,  and  he  took  refuge  with  Baudeau. 
They  were  joined  by  the  Manpiis  of  Mirabeau, 
and  the  paptr  was  then  called  Bibliotheqiie 
raisonnee  des  sciences  morales  et  poUtiques,  and 
became  the  earnest  advocate  of  free  trade 
doctrines,  and  the  uncomproinisiiig  antagonist  of 
the  spirit  of  monopoly,  in  all  its  shapes  and  forms, 
lu  JMay,  170‘S  Baudeau  resigned  the  editorship 
to  Dujiont  de  Nemours,  but,  nevertheless,  con- 
tinued one  of  its  most  active  contributors.  Soou 
afterwards  tlm  Bishop  of  ^Vilna  gave  Itini  an 
ecclesiastical  nppointmeiit  in  Poland,  which  did 
not  seem  to  have  many  attractions  for  him,  as  he 
Soon  returned  to  Paris. 

In  1772  the  publication  of  the  Ephanerides 
was  stopped  by  a royal  command.  When  Turgot 
was  appointed  minister,  Baudeau  revived  his 
paper  uiKler  the  name  of  Nouvelles  Ephhnerides 
economiqnes^  oil  Bibliotheque  raisonnee  de  1 histoire, 
de  la  morale,  et  de  la  politique.  The  publication 
lasted  from  January,  1775,  to  June,  1776,  when 
that  great  minister  being  compelled  to  resign,  the 
paper  stopi^ed. 

In  1771  Baudeau  published  Vi'S  Premiere  intro- 
duction d lu  philosophie  hvnomique,  ou  A/ialyse 
des  etats polices,  which  is  one  of  the  best  and  most 
lucid  expositions  of  the  Physiocrate  doctrines. 
During  the  administration  of  Turgot,  lu*  pub- 
lished a reply  to  Necker’s  work  on  tlie  corn  laws. 
Necker  was  a .strong  protectionist,  and  the  party 
opposed  to  the  government  aiul  free  trade  con- 
sidered it  a masterpiece.  Bandeau,  however, 
completely  answered  him.  lie  had  also  writleu 
a memoir  against  the  butchers'  bank  in  1708, 
which,  however,  had  not  obtained  iiermission  to 
be  published,  lu  1776  this  was  published  in  the 
Fpheuierides  for  February,  and  in  the  same 
month  the  bank,  called  Caisse  de  Poissy,  was 
suppressed  by  Purgot.  (Ti  rgot.)  J'he  farmers 
of  the  bank  prosecuted  him  for  libel,  but  Baudeau 
defended  himsrlf  with  such  success  as  to  turn 
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jmblic  opinion  in  his  favour,  and  the  farmers 
were  obliged  to  abandon  their  case. 

But,  though  he  gained  his  catise,  it  was  a 
disastrous  victory.  Turgot  fell,  and  the  anger  of 
his  defeated  opponents  obtained  an  order  com- 
manding him  to  maintain  silence  on  all  subjects 
of  jmblic  administration.  AvS  he  seemed  inclined 
to  resist  this  edict,  a lettre  de  cachet  was  issued, 
exiling  him  to  Kiom.  After  this,  Baudeau  seems 
only  to  have  published  one  slitirt  tract  against 
Necker’s  system  of  finance  and  his  passion  for  loans. 

Bandeau's  mind  is  said  to  have  given  \vay 
during  the  latter  years  of  his  life,  and  he  is  sup- 
posed to  have  died  in  1792.  He  was  a man  of 
very  varied  acquirements.  He  was  a member  of 
the  Academy  of  Bordeaux.  In  this  jilace  we 
shall  only  enumerate  his  economical  works.  We 
iiave  considered  the  doctrines  of  the  school  of 
Political  Economy,  of  which  he  was  one  of  the 
most  distinguished  members,  in  the  Prei.imixary 
Discourse,  and  under  Physiocrates. 

Bandeau  was  the  founder  of,  and  a very  active 
contributor  to  the  Ephemerides  du  Citoyen,  or 
Chronique  de  Vesprit  national,  1765-07,  which 
supported  Protectionist  opinions. 

in  1767  Baudeau  was  converted  to  free  trade 
opinions,  and  his  journal  was  henceforth  called 
Ephemerides  du  Citoyen,  ou  Bibliotheque  raisonnee 
aes  sciences  morales  et  j)oliiiquis,  Paris  1 767-1772. 

Ill  the  first  and  ninth  numbers  of  this  work 
fur  1768,  he  advocates  tlie  entire  and  complete 
freedom  of  trade  in  corn. 

The  chief  articles  in  this  journal  which  may 
be  cited  are  one  in  Part  1.  for  1767,  to  prove  that 
the  produii  net  of  land  is  the  only  national 
revenue,  and  that  upon  it  all  the  taxes  and  debts 
of  tile  stale  fall. 

Part  II. — Recherches  poUtiques  sur  les  terreurs 
popalnires  qui  cause  le  bon  prix  des  gj'ains,  et  sur 
irs  moyens  de  les  Cfdmer.  De  Torigine  et  de  la 
nccessite  des  MrMites  foncieres. — Part  III.  Du 
fa.ste  public  et  price — Vrais  ]irincipes  du  droit 
natarel.  Part  Reflexions  sur  la  nforme  dans 
la  repartition  des  tallies.  Part  VIII— Z>m  sens  du 
mot  STERILE  applique  d rindu<*trie.  Part  IX. — 
J)issertatioH  sur  la  non-productivitedeVindnstrie, 
Part  XL — Explication  du  Tableau  economique 
d M.de  Reflexion  sur  Vordre 

natarel  et  essentiel  des  sociHcs ]nditiques,  et  critique 
des  Elements  du  Commerce  ” de  Forbonnais. 

1768.  Part  1. — Avis  an  people  sur  son  premier 

hesoin,  ou  pciiis  traitis  ceonomiques  sar  le  hie,  la 
Jarine.et  le  pain ; 1 re  parfie,  iJe  Ventiere  et  parfaite 
Lioerle  da  commu'ce  des  bit's.  Part  II. — Am  au 
peuple,  : 2de  partie,  Traiit  sur  lamonture  des 
yraius,  et  sur  le  commerce  des  farincs  Parts  l^" 
and  V. — Avis  au  peuple,  \c. ; partie,  Traite 

sar  la  fabrication  et  le  commerce  du  pain,  et  sar 
le  vrai  moyen  de  pourvoir  aux  approcisionments 
2^uhlics,  l^irt  IX. — Resultats  tie  la  liberie,  par- 
jaite,  et  de  I'immumie  absola  da  commerce  des 
yraius,  de  la  jar  ine,  ct  du  pain;  et  consequences 

pratiques  de  ces  rcsxdtats.  Parts  X and  XI. 

Avts  aux  honnetes  yens,  qui  veulcnt  bien  faire,  dans 
hqutl  on  leur  indiyue  les  moyens  de  procurer  au 
jjuavre  peuple  du  pain  mcilleiir  et  a meilleur 
marche. 

1769.  Part  X. — Suites  des  Avis  au  peuple  sur 
la  cherte  du  pain  et  le  monopole  des  hies. 
l*art  Xil. — Lettres  d M.  Vabbe  Qaliani,  sur  ses 
Vialoyues  anti-cconomistes. 
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770.  Part  VII. — Lettre  d M.  Bcarde  de 
VAbbaye,  sxir  sa  critique  pnHendue  de  la  science 
economique. 

In  the  Nouvdles  Ephemirides  Ids  principal 
economical  writings  are — 

1775.  Part  II. — Rtfulation  d'vne  lettre  apolo- 
y clique  sur  les  corvees.  Part  III.  — Mt moire 
dciaille  sur  les  taxes  pauces  ci-devant  par  le 
poisson  de  mcr,  frais  ou  sale,  qni  se  consommait 
dans  la  ville  de  Paris.  Part  IV. — Lettre  d Af. 
Necker,  sur  son  eloge  de  Colbert.  Part  V. — Le 
profit  despeuples  et  le  profit  du  roi,  eelaircissement 
demandes  d AI.  Necker  sur  ses  principes  econo- 
miques,  et  sur  ses  projets  de  legislation,  au  nom 
des  proprietaires  fonciers,  et  des  cultivaieurs 
Jrancais, 

1776.  Part  II. — Alemoire  sur  la  Cais.se  de 
Poissy.  Parts  IV  and  V. — ()hservatu>ns  h'ono- 
mistes  d AI.  PAbhe  de  Condillac,  sur  son  Here 

“ Du  Commerce  etdu  Gouvernement.“'  Part  \T. 

Alemoire  .sur  It  s affaires  extraordinaires,  faites  en 
France  pendant  la  dernitre  guerre,  depuis  1756 
jusqueu  1763. 

His  writings  not  inserted  in  the  Ephemerides 
are : — 

Jdhs  (T  un  citoyen  sur  T administration  des  finances 
du  Roi.  Paris,  1763. 

Idles  d\in  citoyen  sxir  le  commerce  d* Orient,  et 
sur  la  Campagnic  des  hides.  Amsterdam  and 
Paris,  1765. 

Idles  d'un  citoyen  sur  les  hesom.s,  les  droits,  et 
les  devoirs  des  vrais  pauvres,  Amsterdam,  1765. 

Lettres  sur  les  Imeutes  2>opnlaircs,  qui  causent 
la  cherte  des  grains,  et  sur  les  precautions  du 
tnomeuf.  Paris,  1768. 

Lettres  d’un  citoyen  sur  les  vingtiemes,  et  autres 
impots.  Amsterdam,  1768. 

Premiere  introduction  d la  philosophie  Icono- 
mique,  on  Analyse  des  Hats  polices.  Amsterdam, 
1771. 

iiuestions proposlcs  d AI.  Richard  de  Glasniitre, 
sur  son  plan  dUmposition  soi-disant  economique. 
Paris,  1774. 

Ear  Vital  present  de  V agriculture  en  Angleterre 
traduit  de  VAnglais,  accc.  des  remarques  sur 
Vltat  deVagricuUare  en  France.  Paris,  1778. 

Princij)€s  Iconojuigues  de  Louis  XIL,  et  du 
Cardinal  d’  Amboise,  de  ITenri  IV,,  et  du  due  de 
Sully,  sur  Vadmiuistraiion  des  finances  oqqfoscs 
aux  systemes  des  doctcurs  modernes, 

Baudeau  announced  a new  edition  of  the  Econo- 
mies Royales  of  JSully,  but  only  two  volumes 
ajipeared. 

BAUDOUIN,  A. — Formerly  Secretary  to  the 
Lst  Chamber  of  Commerce  in  Algeria. 

Annuaire  des  Institutions  de  credit  financkr, 
commercial,  et  industrid  dcla  France,  et  des qu'in- 
ciqyalts places  de  V Europe.  Piuis,  1853. 

BAUDP.ILLART,  HENRI-As.Llant  Pro- 
fessor of  IVditieal  Economy  at  the  College  de 
Franre,\\"A^  born  28th  November,  1821,  tiie  suii 
of  a lawyer.  He  was  educated  at  the  College 
Bourbon,  and  gained  tlie  prize  in  philosophy  iu 
1841.  Ill  1846  he  gained  the  prize  at  tlie  Aea- 
demie  P'rauqaise,  for  Ids  eloge  on  Turgot;  and, 
iu  1850,  for  tliat  on  Madame  de  Staid,  in  1852, 
on  the  recommendation  of  M.  Michel  Chevalier, 
he  w'as  appointed  his  assistant  professor  at  the 
College  de  France  ; aud,  in  1853,  he  was  awai\kd 
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\ prize  at  the  Institute  for  liib’  BoiUn  ef  son  temps. 


Jean  Bod  hi  et  son  temps,  Paris,  1853. 

Manuel  de  V Economie  PoUlique,  Paris,  1857. 

This  manual  is  a summarv  of  the  lectures  de- 
livered by  liaudrillart,  iii  lus  capacity  of  pro- 
fessor, and,  therefore,  it  deuiamis  our  attention. 
We  are  happy  that  we  may  place  him  in  the 
third  school  of  Political  Economy,  namely,  the 
me  tiiat  considers  exchan*;e  to  be  the  fundamental 
conception  of  the  science,  lie  says,  p.  8,  “Xous 
Jetinirous  des  ii  present  rcconomie  politique,  la 
science  qui  a pour  objet  la  manicre  doiit  la 
richesse  se  produit,  s'echange,  se  distribue,  et  se 
consomme;  or,  eoinme  rien  de  tout  cela  ifa  lieu 
sans  travail,  et  sans  tThange,  et  comme  d'une 
autre  cote,  auciiu  de  ces  travaux  et  des  ces 
echaiifres  ne  s’oi^ere  au  hasard,  il  s’ensuit  que  les 
lois  qui  president  au  travail,  et  a I’eciianjte,  tor- 
ment le  veritable  champ  de  science  econoiuique.” 
Also,  ]).  18,  Sous  les  formes  diverses  qn’il  revet, 
echaufre  d'idtn*s,  echangc  de  sentiments,  i'echangc 
est  le  lieu  unique  de  la  sociote,  il  en  est  un  des 
principaux  sous  sa  forme  specialement  industrielle. 
Sans  trop  faire  violence  au  lan^niage,  jumt-etre 
pent  on  dire  que  certain  animaux  travaillent,  on 
pent  aller  peut-etre  jusqu’  a pretendre  tine  la 
fourmi  capitalise,  main  ils  n’echanj^eut  point. 
E’echango  est  la  social)ilitc  en  action.  * * * 

L'cehange,  pose  en  tete  de  recouomie  politique 
resume  tout  la  reste.  Il  n'y  pas  un  sen!  fait 
econoinique  qui  ne  suppose  ce  fait,  et  qui  ne  .s’y 
rameiie.”  lie  also  well  draws  the  <Ustiuctiou  be- 
tween Political  Economy  and  technology,  and  also 
between  it  and  statistics. 

He  excludes  immaterial  products  from  Political 
Economy.  As  we  have  fully  examined  the  sub- 
ject ill  the  Phei.tminary  Discoukse  ami  under 
C'amtal,  we  shall  say  no  more  about  it  here. 

Oil  the  meaning  of  V^r.Iue  he  says  : “ II  ivsulte 
de  ce  qui  vieu  d’etre  <lit,  que  la  valeur  iie  dcsigne 
qu'uu  rapport  d’oehange,  elle  ne  fait  qu’  exprimer 
la  puissance  d' acquisition  d'uu  objet  par  rapport 
aux  autres.”  He  adopts  Bastiat’s  detiiiitiou  of 
Value.  (Hastiat.) 

He  adopts  the  priucijde  that  supply  and  de- 
mand regulates  all  exchanges,  p.2U) ; and  he  sees 
that  Ricardo’s  law  of  cost  of  production  is  only  a 
particular  case  of  the  general  law. 

It  follows  fnim  the  ])receding  extracts,  that 
M.  Baudrillart  holds  the  same  fundamental  con- 
ception of  the  nature  of  the  science  as  ourselves, 
although  his  work  is  divided  into  the  heads  of 
production,  distribution,  and  consumption.  We 
think  it  may  be  better  treated  by  exclusively 
adopting  the  conception  of  exchange. 

Oil  the  subject  of  money,  .M.  Baudrillart  has 
not  advanced  beyond  J.  B.  Say,  and  he  has  i>a.ssed 
over  the  true  fundamental  conception  of  it,  which 
Bastiat  so  clearly  saw.  (Bastiat.) 

But  we  regret  to  say  that  on  the  subject  of 
credit  M.  Baudrillart  has  gone  altogether  astray, 
and  has  adopted  the  ideas  of  i\I.  Cieszkowski,  tlie 
modern  Law.  Most  truly  he  says  that  the  import- 
ance of  ccouomical  laws  is  apparent  when  we  re- 
flect on  the  evil  of  adopting  false  ones.  A false 
view  of  credit  will  ruin  thousands  of  families,  and 
perhaps  compromise  the  future  of  a nation.  He 
then  cites  the  fatal  results  of  the  theories  of  Law, 
and  the  Cuiivcntiou.  But,  inarvelloas  to  say,  lie 
has  adopted  the  very  ideas  lie  so  strongly  con- 


: demns.  The  doctrines  of  Cieszkowski  are  the 
identical  doctrines  of  Law. 

M.  Baudrillart  treats  instruments  of  credit  as 
siguH  of  wealth,  and  classes  them  together  with 
Dock  wan  auts.  This  is  as  we  have  shewn  (Bii.n 
OF  Lading;  Dock  Warrrant;  Bill  of  Ex- 
change; Cbldit;  Law)  the  very  fundamental 
j error  upon  which  Lawfoumled  his  theory  of  money. 

I And  the  dear  understanding  of  the  fundamental 
! distinction  between  them,  is  at  the  very  root  of 
I Political  EcoiKuuy. 

I M.  Baudrillart  docs  not  give  any  opinion  on  the 
I disputed  question  wliether  bills  of  exchange  are 
j currency  of  not,  but  he  refers  to  M.  Chevalier's 
: La  Monuaie.,  which  he  says  exhausts  the  subject. 

I We  may  therefore  infer  that  M.  Baudrillart  adopts 
^ the  opinions  of  his  eminent  colleague.  Now  M. 
i Chevalier  entirely  adopts  the  opiniou  that  bills  of 
I exchange  are  currency,  together  with  money.  If, 
then,  bills  of  exehaiige  and  money  are  both  cur- 
rency, they  must  both  be  of  the  same  fundameiital 
nature.  Consequently,  if  bills  of  exchange  are 
signs  of  wealth,  money  must  also  be  a sign  of 
wealth.  The  very  error  wliich  is  at  the  r(x>t  of 
Lawism,  and  which  the  early  economists  had  so 
mudi  labor  in  combating!  Oh!  no;  money  is 
not  a sign  of  wealth,  nor  are  bills  of  exchange,  or 
instruments  of  credit.  Bills  of  lading  and  dock 
warrants  are  not  credit.  IMouey  and  instru- 
ments of  credit  are  independent  entities;  bills  of 
lading  and  dock  warrants  are  not  independent 
entities.  "We  earnestl}’  entreat  ^I.  Baudrillart  to 
fly  from  the  doctrines  of  Cieszkowski  as  from  the 
plague. 

BAUDRY. 

Froprietc  litteraire,  Paris,  1850. 

BAXTER,  S.  S. 

The  poor  lawsstated  and  examined,  the  evils  of 
the  present  system  exposed,  and  a plan  suggested 
for  placing  such  laws  on  a Jinn  and  equitable 
basis.  London,  1831. 

BAYARD,  F.  L. 

Memoires  sur  les  grandes  ressourcen  en  finances 
de  la  republique  franqaise.  Paris,  1797. 

BAYLDON,  J.  S. 

The  art  of  valuing  rents  and  tillages.  London 
1823.  Fifth  edition,  enlarged  by  J.  Donaldson, 
London,  \H4iK  Enlarged  and  adajited  to  the 
present  time  by  U.  Baker,  London,  1850. 

A treatise  on  the  valuation  of  property  for  the 
poor's  rates.  Loudon,  1828. 

BAYLIS,  EDWARD. 

The  arithmetic  of  annuities,  and  life  assuranre, 
or  compound  interest  simplified,  Loudon, 

1844. 

I BAZARD  AMAND.  Born  on  the  19th  Sep- 
' tember,  1791,  was  one  of  the  founders  of  carbo- 
I narism  in  France.  In  1815,  he  distinguished 
1 himself  in  the  defence  of  Paris.  He  tlien  ob- 
1 tained  a lucrative  appointment  in  the  prefecture 
of  the  Seine.  Soon  afterwards  he  plunged  into 
i politics  and  secret  societies,  one  of  which  wiis 
I called  Amis  de  la  virile.  Bazard  was  considered 
as  the  chief  of  these  societies,  which  became 


k 


I 

f 


4 


BAZLEY. 


BEAUSOBRE 


251 


I 


dangerous  to  the  throne  of  the  Bourbons.  These 
societies  being  found  out,  Bazard  hastened  to  give 
information  to  the  authorities,  which,  ot  course, 
brought  on  him  the  bitterest  reproaches  from  his 
associates.  He  tlieu  withdrew  Irom  these  coii- 
sjiiracies,  and  devoted  himself  to  philosophical 
]>ursuits,  and  adopted  the  opinions  ot  St.  Simon. 

In  1825  he  became  one  ot  the  editors  of  their  j 
paper,  Le  Producteur.  This  paper  was  discon- 
tinued in  1826,  from  want  of  siqiport,  and  Bazard 
and  the  St.  Simunians,  determined  to  elaborate 
and  complete  their  scheme  in  private  discussion, 
before  giving  it  to  the  world.  In  tliese  dis- 
cussions, Bazard's  talents  were  so  conspicuous, 
that  he  became  the  acknowledged  head  of  the 
sect.  In  1828,  the  St.  Simonians  again  came  be- 
fore the  world  by  commencing  a series  of  public 
conferences,  and  they  started  a new  papei, 
L'Organisaieur.  The  revolution  of  July,  1830, 
was  a grand  opportunity  for  these  social  re- 
formers to  ventilate  their  theories,  and  Bazaid 
became  very  popular.  The  sect  became  so  nu- 
merous now,  that  they  ])urchased  le  Globe,  a daily 
paper,  which  had  maiiilaiued  a struggling  ex- 
istence for  some  years,  which  lienceforth,  during 
the  short  remainder  of  its  career,  became  the 
organ  of  their  opinions. 

Bazard  had  a rival,  Enfant  in,  in  the  sect,  and 
although  they  continued  to  act  tor  some  time  to- 
gelher,  ditfereiices  at  length  broke  out,  and  in 
1831,  a formal  schism  tot»k  place.  Eafaiitin 
seems  to  have  been  much  the  more  powerful 
minded  man  of  the  two,  and  Bazard  found  him-  | 
self  alone.  He  then  commenced  a vehement  | 
attack  on  Enfaiitin,  charging  him  with  all  sorts 
of  fraud.  But  he  was  no  match  for  his  adversary, 
and  in  a debate  iu  wliich  he  was  hard  pressed  by 
Eufaiiliu,  who  charged  liim  with  iiicoiisisteucy, 
he  was  struck  with  apoplexy.  He  retired  to  i 
Courtry,  near  :Moiitfermeil,  and  died  there  on  the 
29th  July,  1832.  The  sect  wiis  soon  afterwards 
broken  iq>  the  Government.  For  an  account  of 
the  doctrines  of  the  sect,  see  Socialism. 

BAZINGHEN,  FRANQOIS  ANDRE 
ABOTT  DE  J>Jy»  1710,  at 

Boulogue-sur-mer,  of  a lamily  of  English  origin. 
He  was  educated  at  Paris,  and  adoi>ted  the  pro- 
lession  of  the  law.  In  1741,  he  was  appointed 
judge  in  the  Cowr  which  oflice  he 

held  for  30  years.  He  then  retired  to  his  native 
town,  and  took  a very  active  part  iu  promoting 
local  improvements  of  ail  sorts,  especially  iu  i 
founding  an  agi-kultiiral  society.  He  died  at  ' 
Paris,  in  1791.  Besides  many  other  writings,  he 
published  : 

Traite  des  inonnaies,  et  de  la  juridiction  de  la 
Cour  des  monnaies,  en  forme  de  dictionmire. 
Paris,  1764. 

This  work,  the  fruit  of  20  years’  official  ex- 
Iierience,  has  always  been  held  in  the  highest 
estimation,  as  one  of  the  most  complete  on  the 
subject. 

fables  des  monnaies  courantes  dans  les  quaire 
parties  dii  monde.  I’aris,  1767. 

BAZLEY,  THOMAS.  Formerly  president 
of  the  Chamber  of  Commerce,  and  now  M.P.  for 
Manchester. 

A lecture  upon  cotton  as  an  element  of  industry. 
London,  1852. 


BEAL,  JAMES. 

Free  trade  in  land ; an  enquiry  into  the  social 
and  commercial  intlaence  ofthelaws  of  succession, 
and  the  sijstem  of  entails,  as  affecting  the  land,  the 
farmer,  and  the  labourer ; with  observations  on  the 
transfer  of  land.  London,  1855. 

BEARBLOCK,  JAMES. 

A treatise  upon  tithes.  4th  edition.  London, 

, 1813. 

BEARDE  DE  L’ABBAYE.  Born  probably 
at  Aix-la-chapelle,  where  he  was  a doctor  of  law, 
civil  and  canon,  about  the  beginning  of  the  l8th 
century.  He  died  at  Paris,  in  1771. 

Essaisd' agriculture.  Hamburgh,  1768. 

IJissertation  qui  a remporte  le  prix  d la  socic.ie 
lihre  icononiupte  de  St.  Petersbourg  en  I annee 
1768,  sur  cette  question — Est  il  avanlageux  d un 
Hat  que  les  paysans possedent  tnpropredu  terrain, 
ou  quits  naient  que  des  biens  meubles,  etjitsqu"  oil 
doit  s'i'tendre  cette  propriHif  Amsterdam  and 

; I’aris,  1769.  . , . 

liecherches  sur  les  moyens  de  suppnmer  les  *?n- 
pbts  precedees  de  Vexumen  de  la  nouvelle  science. 
Amsterdam,  1770. 

La  fcliciic  iJublique  considiree  dans  les  paysans 
cultivateurs  tie  leurs  propres  terres.  From  the 
Italian  of  ViguolL  Lausanne,  1770. 

BEAUJOUR,  LOUIS  AUGUSTE,  Baron 

DE. 

A view  of  the  coynjnerce  of  Greece,  formed  after 
an  annual  average  from  1787  to  1797.  Iraus- 
lated  by  T.  11.  Horne.  London,  1800. 

BEAULIEU,  CHARLES  GILLOTON  DE. 

A follower  of  Quesnay.  He  was  a native  of 
Brittany,  and  a very  voluminous  writer,  but 

little  is  known  of  him.  - . , 

Dimonstration  des  vices  de  Vimput  territorial 
en  nature,  Memoire  sur  la  sujipression  de  certains 
impbis,  atiresse  d Vassemblee  des  notables.  1787.^ 
Memoire  sur  les  droits  Jeodaux  presentt  d 
VAssemblee  Aationale.  1789. 

Reflexions  sur  la  nccessite  d'eiablir  Venseigm- 
’ ment  de  la  science  de  Veconomie  politique. 

L>e  la  Hi'cessiU  de  rendre  7ios  colonies  independ- 
antes,  et  de  suppnmer  notre  acte  de  navigation. 

BEAUMONT,  CHARL  IS.  A treatise  on  the 
Coal  trade.  Loudon,  1789. 

BEAUMONT,  JEAN  LOUIS  MOREAU 
de.  Born  at  Paris  in  1715,  was  successively 
iiiteudant  of  PoUoii,  Franche  Comte  aiidl'laudeis, 
llu  dieil  at  Musuil,  May,  1785. 

Afinioire  concernant  les  inpositions  ct  droits  cn 

Europe.  Paiis,  178.. 

BEAUMONT,  J.  T.  BARBER. 

An  Essay  on  Provident  or  Parish  Banks. 

Loudon,  18 16. 

BEAUSOBRE,  LOUIS  DE:-Born  at  Berlin, 

22ud  August,  1730,  and  died  3rd  December,  1783. 

Introduction  gHierale  d VHude  de  la  politijiue, 
des  finances  et  da  commerce.  Amsierilam,  1771. 
Introduction  d la  iStatistique, 
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BEAUVAIS,  J. 

Des  ohstades  aa  credit.  Piiris,  1850. 

BEAVES,  WYNDHAM: 

Lex  Mercatoria  redicim;  or,  the  Merchanfs 
. 'Hreciory.  Lomluii,  1701.  Filth  edition  en- 
1 irged,  by  Mortimer.  London,  1792. 

A civit,  commercial,  polUicali  literary  his- 
* of  Spain  and  Portugal.  Loudon,  1793. 

BECUNE,  V. 

Codede  Commerce;  litre  \er.  Paris,  1846. 

BECCARIA  BONESANA,  CESARE,  MAR- 

i HESE. — This  very  celebrated  philosopher,  one 

< f tlie  great  founders  of  the  science  of  Political 
1 icoiiomy  ill  Italy,  was  born  at  Milan,  on  the  loth 

< f March,  1738.  He  was  the  son  of  the  ^larquis 

< rian  Saverio  Beccaria  Bonesana,  and  of  Donna 
1 laria  Visconti  da  Riio.  The  family  originally 
t line  from  Pavia,  of  which  the  Beccaria  family 
1 eld  the  government  for  a short  time  in  the  four- 
t ‘enth  century.  He  was  educated  at  the  Jesuits 
( ollege  at  Parma,  where  he  staid  eight  years. 

1 le  is  described  as  having  been  very  irregular  in 
1 is  application  to  work,  at  one  time  active  enough, 

1 at  at  others,  and  for  the  most  part,  indolent  and 

I nguid.  The  fact  appears  to  have  been  that  he 
> as  soon  uisgusted  with  the  frivolous  nature  of 
t le  studies  ju’cscribed,  the  feeble  imitation  of 
e assical  phrases,  which  was  called  learning,  and 
t e barbarous  jargon  of  the  syllogisms,  whicii 

V ere  miscalled  argument. 

Beccaria  being  thoroughly  unsatisfied  with  the  j 
r nitine  com*se  of  study,  applied  himself  to  mathe- 

II  aticis  and  philosophy,  as  the  only  studies  capable  i 

0 ■ giving  vigor  and  precision  to  thought,  bat  the 
c irreiit  philosophy  of  the  day  was  as  bad  and 

V eak  as  could  be.  In  this  state  of  utter  languor 
a id  disgust  with  existing  studies,  the  fame  of 

ontesquieu’s  Lettres  Pei'saues,  which  w’ere  creat- 

ii  g an  extraordinary  sensation  in  France  and 

1 aly,  reached  him.  The  1‘reshuess  and  vigor  of 
tl  e French  style  captivated  him : he  felt  that 
t)  ere  was  something  at  last  Avorth  reading,  and  he 
tl  rew  himself  Avith  his  Avhole  ardor  into  the  Avorks 

0 the  French  philosophers,  DAlembert,  Diderot, 

1 clvetius,  and  Bulfoii. 

blatters  IioAvever  did  not  go  smoothly  Avith  him,  ' 
T le  extraordinary  ardor  Avith  which  he  embraced 
tl  e vicAvs  of  the  French  philosophers  highly  dis- 
p eased  his  parents,  and  a marriage  he  made  fur-  [ 
tl  er  irritated  them.  In  consequence  he  had  to  ' 
k ive  his  father's  house,  and  he  Avas  thrown  upon 
tl  e AA'orld  Avithout  a profession.  At  this  time  he  j 
SI  tfered  much  distress  from  the  uncertainty  of  his 
fi  cure,  Avhich  Avas  aggravated  by  his  being  na- 
ti  rally  of  a melancholy  and  timid  disposition.  i 
At  this  time,  fortunately  for  himself,  he  became 
ai  tuainted  Avith  a stronger  mind  than  his  oAvn, 
ai  d one  more  able  to  butfet  Avith  the  caprices  of 
fo  tune — Pietro  Verri,  Avho  had  just  returned  from 
tl  2 army  in  Silesia,  in  1760,  and  avIio  afterw'ards 
b<  came  so  famous  as  au  Economist  and  au  admi- 
ni  -trator.  (Verri,  Pietro.) 

Verri  soon  suav  through  the  character  of  liis 
fr  eud,  that  he  Avas  a mau  of  inicommoii  genius 
ai  d a uoble  disposition,  but  of  a temperament  so 
ni  laiicholic  ami  timid,  that  he  uever  Avould  have 
tli  • courage  to  do  aiiythiug,  Avithout  the  iuspira- 
ti(  n of  a stronger  mind.  ' 
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I Verri  theref  ire  endeavoured  to  think  of  some 

! jdan,  by  Avhich  he  might  engage  Beccaria  to  a\i- 
I pear  before  the  public,  and  display  the  ability 
( Avhich  he  really  possessed.  A good  OjAportiinity 
‘ soon  jiresenled  itsidf.  The  gOA'erument  of  tlie 
^lilauese  had  beeu  left  in  the  most  disgraceful 
; state  by  the  Spaniards;  everything  was  in  dis- 
order, and  among  other  things  the  bad  state  of 
the  currency  caused  universal  distress  among  all 
traders.  Verri  himself  had  commenced  those 
! studies  in  Political  Economy  Avhich  made  him 
I afterAvards  so  famous,  and  he  inoculated  Beccaria 
Avith  the  subject.  The  evils  of  the  degraded  cur- 
rency affected  every  one,  and  Verri  srav  that  if  he 
could  persuade  Beccaria  toAA  rite  a good  pamphlet 
on  the  subject,  it  Avould  necessarily  interest  every 
one,  and  bring  him  before  the  public. 

In  1762,  accordingly,  Beccaria  Avrote  his  pam- 
phlet oil  the  Bad  >>tate  of  the  Milanese  Currency, 
Avhich  Avas  printed  at  Lucca.  The  result  fully 
aiisAvered  Verri's  expectations.  It  created  a very 
general  interest,  and  Beccaria's  uame  became  at 
I once  known  to  the  public.  A great  controversy 
immediately  arose.  The  ^larquis  Carpaui,  Avho 
thought  he  kneAV  a great  deal  about  the  matter, 
AV'as  piqued  at  Beccaria  Avriting  about  it,  and  he 
published  a tract  called  Risposta  ad  un  amico 
sopra  le  monete.  in  which  he  advocated  the  very 
same  doctrines  that  Mr.  LoAvndes  had  done  under 
similar  circumstances  in  England  (Lowndes), 
namely,  that  in  the  ucav  coinage,  a new  vahiatiou 
of  g(»ld  and  silver  should  be  made,  and  that  the 
quantity  of  the  metal  in  the  new  coin  should  be 
conformable  to  the  price  of  bullion,  as  rated  in 
the  degi’aded  current  coins. 

On  the  21st  April,  1762,  a proclamation  ap- 
peared denouncing  heavy  penalties  against  all 
Avho  carried  gold  and  silver  out  of  the  state.  This 
Avas  the  88th  Avhich  had  beeu  published  since  the 
beginning  of  tin*  17th  century,  but  of  course  like 
all  similar  ones  everywhere  else,  it  had  not  the 
slightest  effect.  Beccaria's  tract  appeared  in  J nly, 
1762,  and  so  hov  aaus  the  state  of  economical 
knoAvledge,  that  its  principles  Avere  A'ery  generally 
disputed,  just  as  those  of  Horner  were  afterAA'ards 
ill  England.  Carpaui,  Avhose  vicAvs  Avere  refuted 
in  it,  as  Avell  as  se\'eral  others,  attacked  him.  But 
he  did  not  Avanf  allies;  the  tAvo  Verri  supported 
him,  and  in  a humorous  dialogue  ridiculed  the 
doctrines  of  Carjiaui  and  the  laAvvers.  lu  Turin, 
Beccaria's  tract  Avas  Av  armly  applauded. 

Verri's  object  Avas  obtained;  Beccaria’s  consti- 
tutional timidity  aa’us  overcome;  he  had  appeared 
before  the  jiublic,  and  had  secured  attention,  if 
not  conviction.  A society  of  young  men  Avas 
formed,  among  Avhom,  besides  Beccaria  and  the 
two  Verri,  avjis  Frisi,  the  celebrated  mathema- 
tician, and  others.  This  society  started  a paper 
somewhat  similar  in  style  to  tlie  >>pectator,  and 
named  it  11  CafL  It  discussed  all  subjects,  jdii- 
losophicui  and  literary,  and  soon  attained  great 
fame,  from  the  viAacity  and  genius  Avitli  Avhich 
the  various  subjects  Avere  discussed.  It  lasted 
from  June  1764  to  June  1766,  and  is  still  consi- 
dered as  the  best  paper  of  its  kind  which  has  ever 
appeared  in  Italy. 

But  hoAAWer  excellent  and  spirited  the  papers 
in  II  Caffe  were,  Beccaria  published  in  1764  the 
Avork  Avluch  immediately  procured  him  a Euro- 
pean reputation,  and  which  has  been  the  chief 
cause  of  his  fame  Avitli  posterity.  This  was  his 
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De'delitte  € dellepene,  Avliich  was  published  anony- 
mously at  Leghorn,  in  July,  1764.  As  this  AA^ork 
is  beyond  the  scope  of  our  present  subjecL  we  can- 
not of  course  give  any  account  of  it,  beyond  what 
atfected  the  author's  personal  history.  It  is  sufti- 
cient  to  say  that  its  etfect  Avas  iiistaiitaueous.  It 
Avas  already  out  of  print  in  August ; within  half 
a century  it  Avent  through  twenty-eight  editions 
ill  Italy,  and  it  aa-^us  translated  into  tAventy-two 
languages,  being  more  than  any  other  book  except 
the  Bible.  Jt  excited  the  Av^armest  admiration 
throughout  the  whole  Avorld.  Lord  Mansfield 
uever  mentioned  the  name  of  the  Avriter  Avithout 
a token  of  respect.  Berne  sent  him  a medal,  and 
all  countries  vied  in  doing  him  honor. 

In  1766,  he  av'us  invited  to  Paris  by  all  the  ! 
literary  Avorld,  along  Avith  Pietro  Verri.  But  he 
Avas  greatly  averse  to  move  from  his  oavii  country. 
Pietro’s  public  duties  prevented  him  from  going, 
but  he  strongly  urged  Beccaria  to  go,  and  after 
great  ditlicnity  jAersuaJed  him  to  undertake  the 
journey,  and  sent  his  brother  Alessandro  Avitli 
him,  to  strengthen  his  resolution.  At  last  he 
started,  but  Avhen  he  reached  Lyons,  his  consti- 
tutional melancholy  so  completely  overcame  him, 
that  nothing  Avould  induce  him  to  go  on.  l^ietro 
Verri  Avrote  to  him  A'ery  strongly  to  continue 
his  journey,  and  at  last  the  entreaties  of  Alessan- 
dro prevailed,  and  he  reached  Paris,  where,  of 
course,  he  Avas  most  AA'armly  received  by  all  the 
litt^-rary  society.  But  all  the  favor  and  kindness 
of  the.  French  failed  to  reconcile  him  to  absence 
from  liis  oavii  country; — on  the  contrary,  it  rather 
Avearied  and  annoyed  him.  His  melancholy  re- 
turned stronger  than  ever,  it  became  a sort  of 
morbid  nostalgia,  and  nothing  could  keep  him 
from  hurrying  back  to  Italy,  Avhere  he  arrived 
quite  unexpectedly,  Avithout  even  stopping  to  see 
Voltaire,  much  to  Verri's  disgust. 

Catherine  11.,  of  Russia,  AA'as  anxious  to  secure 
the  services  of  so  famous  a man  as  the  author  of 
the  Dedelitti  e delle  pene,  and  invited  him  to  St. 
Petersburg,  Avith  a jiroiiiise  of  suitable  employ- 
ment. Beccaria  comnumicaU'd  this  offer  to  Count 
Firmiaiii,  the  Austrian  Governor  of  Lombanly, 
Avho  was  a liberal-minded  mau.  He  reported  it 
to  the  GoA'crmneiit  at  Vienna.  Count  Kannitz 
earnestly  desired  him  not  to  lose  so  estimable  a 
man  for  the  country.  Not  Avishing,  hoAvever,  to 
impede  his  career,  Beccaria  AA'as  alloAved  to  go  to 
Russia,  on  the  promise  that  he  Avould  return. 
He  decided  on  remaining  at  home,  and  in  Nov. 
1768,  a chair  of  Political  Economy  Avas  founded 
for  him  in  the  Palatine  school  of  Milan,  under 
the  name  of  Scienze  Camerali. 

This  Avas  the  second  chair  of  Political  Eco- 
nomy which  Avas  founded  in  Italy,  and  the  third 
in  Europe, — the  first  being  that  for  Geiiovesi,  at 
Xaples,  in  1754  (Genovksi),  and  the  second, 
that  at  Stockholm.  Beccaria  gave  his  first 
lecture  on  the  9th  January,  1769.  This  AA^as 
published  ; but  the  remainder  of  the  course  was 
unfortunately  not  published  till  1804,  in  Cus- 
todi's  collection  of  the  Italian  Economists,  of 
which  Beccaria's  Avritiiigs  form  the  llth  and 
12th  volumes  of  the  modern  part.  As  Ave  have 
given  a soincAviiat  full  analysis  ot  Beccaria’s 
vieAA's,  Avhich  are  extremely  interesting,  iiias-  i 
much  as  they  Avere  delivered  several  years  before 
the  Wealth  of  Natiotus  Avas  published,  Ave  shall 
say  no  more  about  them  here. 


Henceforth  Beccaria  published  nothing,  for 
the  last  twenty-fi\-e  years  of  his  life  he  wa.s  of 
great  use  in  the  administration  of  his  country, 
but  he  added  nothing  to  the  stock  of  science.  In 
fact,  his  constitutional  timidity  preventetl  him 
from  putting  before  the  ]>nblic  vicaa’s  Avhich 
would  proA'oke  optiosition.  He  himself  said  that 
he  Avas  Avilliiig  to  be  the  apostle  of  humanity,  but 
not  its  martyr.  In  April,  1771,  he  Avas  elected 
a meinher  of  the  Supremo  consiglio  (T Economia, 
This  Board  having  beeu  suppressed,  he  was 
appointed  a member  of  the  Magistrato  poUHco- 
cainerale,  Avith  the  rank  of  councillor,  and  on  tlie 
19th  January,  1791,  a member  of  the  Committee 
for  reforming  the  system  of  ciA'ii  and  criminal 
procedure. 

TTiongh  he  published  nothing,  the  Board  of 
which  he  Avas  a member,  comprising  his  friends 
the  tAvo  Verri,  Xeri,  Carli,  and  Frisi,  effected  an 
entire  reform  in  the  adiniiiistration  of  the  pro- 
vince. Beccaria  was  frequently  called  upon  for 
reports  uikmi  A’arious  subjects.  These,  with  one 
exception,  ha\'e  not  been  published,  but  the 
Baron  Custodi,  Avlm  Avas  alloAved  to  read  them, 
has  pronounced  the  warmest  eulogiuiu  upon 
them.  In  consequence  of  one  of  them  the  Mila- 
nese currency  Avas  entirely  reformed,  and  in 
another  he  recommended  the  decimal  system  of 
Aveights  and  measures,  which  was  afterAA'aiti.s 
carried  out  by  the  French  convention. 

A stroke  of  apoplexy  carried  him  off  on  the 
28th  November,  1793.  He  Avas  twice  married. 
By  his  first  wife  he  left  a daughter,  and  by  his 
second,  a son. 

Beccaria's  economical  writings  which  have 
been  ]>ublished  are : — 

Del  disordine,  e de'  rimed]  delle  monete,  nello 
Stato  di  Milano,  nelV  anno  1762. 

This  excellent  little  tract  aa'Os,  as  above  stated, 
the  first  Beccaria  published,  at  the  request  of 
Verri,  It  contains  a great  deal  of  thoroughly 
sound  doctrine  on  the  subject  of  money,  and 
A'ulue.  He  saAV  through  the  fallacies  which  so 
long  blinded  so  many  persons  in  England  in 
1811,  and  subsequent  years. 

He  begins  by  certain  definitions,  among  which 
are,  “ II  valore  e uiia  qnantita  die  misura  la 
stima  die  fanno  gli  uomini  delle  cose.” — 
“Value  is  a substance  Avhich  measures  the  esti- 
mation in  Avliidi  men  hold  things.”  “11  conio 
fatto  al  metallo  ne  aggiunge  ne  toglie  valore  alle 
monete,  non  altro  essendo,  die  nn  solenne  attes- 
tato  di  che  rappreseiita  la  nazione  della,  quaii- 
tita  e finezza  del  metallo.” — “Coining  the  metal 
neither  adds  to,  nor  takes  away  from,  the  value 
of  money,  as  it  is  nothing  else  than  a formal 
attestation  Avhich  informs  the  nation  of  the  quaii- 
titv  and  fineness  of  the  metal.” 

Beccaria  then  bases  his  arguments  on  three 
propositions : — 

I.  Una  equal  quantity  di  metallo  dee  corris- 
poiulere  ad  uu  equal  nnmero  di  lire  in  ogiii  muneta. 

II.  Come  il  totale  di  uu  metallo  drcolante  e 
al  totale  dell'  altro,  cosi  nna  data  parte  di  uii 
metallo  deve  essere  ad  una  equal  parte  dell’  altro 
metallo  in  ogni  inoneta. 

HI.  Nello  stabdire  il  valore  delle  monete, 
[ non  si  dee  coiisiderare  che  la  pnra  quaiitita  di 
metallo  fino,  nessuii  couto  facendo  ne  deila  Icga, 
ne  delle  spese  del  luouetaggio,  ne  della  maggiore 
ratfiuazioue  di  alcuue  monete. 
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Of  fliose  propositions  the  first  and  third  are 
T idou])tcdly  true.  The  second,  in  the  terms  he 
I IS  stated  it,  is  as  nnqnestionahly  false,  because 
i is  perfectly  well  known  tliat  the  quantity  of 
s Ivor  in  existence  is  inucli  more  than  fifteen 
t mes  as  jrreat  as  tlie  quantity  of  jrold.  The  best 
f athorities  jdace  it  at  forty  times,  thou<:h  of  course 
i must  be  to  a jiyeat  extent  a matter  of  conjecture. 

he  true  reason  why  silver  beinjr  forty  times  as 
r oumlant,  is  only  fifteen  times  less  valuable,  is 
e iplaim*d  in  tlie  Theory  of  Prices.  Beccaria 
i opposed  to  any  seijinora^e  beiii"  charged  on 
t le  coinage.  It  is  strange  that  so  excellent  an 
e lonomist  as  Beccaria  sliould  not  have  shaken 
1 imself  free  from  tlie  notions  of  the  mercantile 
F .-stem,  “(^uesto  stato  di  guerra,  in  cui  Obbes 
1 i creduto  essere  le  genti,  si  verifica  nel  commercio 
( nelle  mouete,  dove  ogni  nazione  cerca  d'arrichirsi 
c )1V  impoverimento  altrui,  e combatte  luu  colF 
i idustria,  che  colli  arini." — “That  state  of  war, 
i i which  Hobbes  believed  nations  to  be,  is  true 
i I commerce  and  money,  where  each  natimi  tries 
1 ) enrich  itself  at  the  expense  of  every  other,  and 
1 gilts  rather  with  industry  than  with  arms.” 
..  .s  Beccaria  wrote  this  treatise  very  young,  we 
I eed  not  be  too  severe  upon  him  for  not  having 
t inancipated  himself  from  the  universal  prejudice 
c ’his  day.  He  points  out  the  inutility  of  edicts 
i I regulating  the  value  of  money,  or  anything 
( tse.  In  the  second  part,  Beccaria  applies  his 
] rinciides  to  the  circumstances  of  Milan,  and 
F lews  that  the  .same  era  in  which  tampering  with 
t le  currency,  ami  the  issue  of  base  money  took 
] lace,  was  the  very  one  in  which  Italian  com- 
I lerce  declined.  He  gives  some  valuable  tables 
( f the  currencies  of  different  countries.  But  he 
1 ad  not  learnt  the  doctrine  of  Locke,  that  there 
( tight  to  be  only  one  standard  metal.  lie  M'ished 
t ) adopt  the  medium  value  of  gold  and  silver 
t iroughout  Europe ; and  fix  the  value  of  gold  to 

6 Iver  at  14^  to  1. 

Elejnenti  di  Economia  Puhhlica, 

This  was  the  course  of  lectures  delivered  by 
] teccaria  in  1769,  but  not  published  till  1804,  in 
( 'ustodPs  collection  of  the  Italian  Economists. 
] t has  also  been  published  in  the  Classici  ItaUani^ 
j lilan,  18*J*2,  ami  separately  at  Florence,  in  1854. 

'he  opening  discourse,  or  Prolusioney  was,  how- 
t ver,  publislied  in  1769,  ami  translated  into 
] Inglish.  This  course  derives  additional  interest 
1 -om  the  fact  that  it  was  delivered  seven  years 
1 efore  the  publication  of  the  Wealth  of  Nation.% 
1 ud  it  wili  be  clearly  seen,  that  a very  much 
\ reater  advance  had  been  made  in  the  science  of 
] 'olitical  Ecmiomy,  before  Adam  Smith,  than  is 
j jiierally  supposed. 

Beccaria,  in  his  very  excellent  discourse, 
( efines  Political  Economy  and  Commerce  to  be 
i le  sciences  which  point  out  the  means  of  pre- 
t .wving  and  increasing  the  wealth  of  a State,  and 
1 uiking  the  best  use  of  it,  ami  he  i*eJoices  that 
t lose  are  now  to  be  made  the  subject  of  public 
< iscussion.  A mistaken  prudence  liad  once  tried 
1 ) keel)  them  secret.  Free  discussion  would 
t issipate  a multitude  of  prejudice,  which  opiiosed 
t le  truest  wisdom.  It  is  of  great  public  utility 
t lat  these  sciences  should  be  generally  cultivateil. 
Kor  is  it  sutlicicnt  to  know  general  princiiiles 
( aly,  but  minute  details.  Every  Economical 
£ :tion  resolves  itself  iuto  procuring  the  greatest 
£ mount  of  labor,  and  services,  from  the  members 


■ of  a nation,  and  in  this  alone  consists  the  true  and 
original  riches^  much  more  than  in  the  quantity  of 
the  preciom  metals^  signs  only  which  run  to  the 
calls  of  industry  and  labor,  and  which  fly  from 
ignorance  and  indolence,  notAvithstanding  every 
obstacle. 

Beccaria  saw  that  the  fundamental  conception 
of  Political  Ph'onomy  was  exchange.  “ In  ogni 
tempo  vi  e stato  cambio  di  cose  con  cose  recipro- 
camente  .superfine  e necessarie,  di  azioni  con 
cose,  di  azioni  con  azioni.” — “ In  every  age  there 
has  been  an  exchange  of  products  for  jiroducts, 
reciprocally  superfluous  and  necessary,  of  ser- 
vices for  products,  and  of  services  for  services.” 
This  descrijttion  includes  the  widest  description 
of  property  Avhich  has  been  said  to  be  properly 
inchided  in  Political  Economy.  Beccaria  also 
says  that  it  was  necessary  to  have  a multitude  of 
ages,  and  of  minute  facts,  and  experiments  upon 
which  to  rear  the  science.  He  says,  that  the 
first  seeds  of  Economic  Science  in  modern  times 
are  to  be  found  in  Bacon. 

In  his  lectures  Beccaria  defines  Political  Eco- 
nomy as  abov'e,  and  defines  Avealth  to  be  all  things 
useful  and  agreeable.  Eveiything  Avhich  server 
for  food,  lodging,  and  clothing  mankind,  comes 
from  the  earth, — cither  vegetable-s  minerals,  or 
animals.  The  means  of  making  the  best  use  of 
this  he  calls  Political  Agriculture,  and  forms  the 
first  object  of  Political  Economy.  These  raAv 
materials,  IioAvover,  require  to  be  modified  by 
litiman  labor,  to  make  them  fit  for  human  use. 
This  ]>roces3  ir>  called  manufacture,  and  is  the 
.second  object  of  Political  Economy.  As  men 
ha\'e  usually  an  abundance  of  some  things  greater 
than  they  re((iiire,  and  are  in  Avant  of  others, 
they  reciprocally  exchange  them,— and  this  is 
called  commerce,  the  third  object  of  Political 
Economy. 

The  labor  of  men,  moreover,  requires  to  be 
protected  from  foreign  violence,  and  internal 
injustice.  Hence  arises  the  necessitj'  of  fleets  and 
armies,  and  administrators.  These  must  be  sup- 
ported by  taxation.  The  best  mode  of  lev^'ing 
and  applying  this  is  called  Finance,  and  is  the 
fourtii  object  of  Political  Economy. 

The  fifth  and  last  object  of  Political  Economy 
lie  calls  Government,  under  Avhich  are  included 
the  sciences,  education,  good  order,  public  secu- 
rity and  peace. 

This  is  the  broad  outline  of  Avhat  Beccaria 
considers  as  the  domain  of  Political  Economy ; 
and  it  Avill  be  seen  that  his  opinion  coincides 
very  much  Avith  that  of  many  influential  thinkers 
at  the  present  day. 

AVe  shall  uoav  present  our  readers  Avith  a 
short  abstract  of  Beccaria's  mode  of  treating  the 
subject. 

He  begins  by  considering  the  ca.'se  of  a number 
of  families  throAvn  upon  an  uiicuUivated  land. 
Tliey  might  live  for  a considerable  time  on  the 
animals  of  the  Avater,  air,  and  earth,  Avild  fruits, 
trees  and  roots;  they  might  clothe  themselves 
with  the  skins  of  animals,  and  dAvell  in  caves. 
In  process  of  time,  after  having  tamed  many  of 
the  AA’ild  animals,  their  oavii  observations,  and 
the  Avants  of  the  rising  generation,  Avould  lead 
them  to  try  to  increa.se  the  natural  jn'oductions 
of  the  earth.  But  to  do  this,  tliey  must  surmount 
many  obstacles,  such  as  clearing  the  land,  &c., 
which  Avould  require  time  and  instruments. 
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They  must  have  seeds  to  plant,  and  during  this  j 
time  they  must  have  food  and  clothing,  ihe  ; 
sum,  then,  of  all  things  Avhich  ar»i  necessary  to  | 
make  an  uncultivated  land  fruitful,  Avhich  are 
the  foundations  of  culture,  and  Avhich 

the  laud  aa'ouUI  remain  desert,  he  calls  tAuirAi.. 

The  laud  being  thus  rendered  proiluctive, 
must  he  kept  so ; and  this  can  only  be 
ri'serving  from  the  first  year's  produce  sufficicut 
to  replant  it,  and  perform  the  same  operations  ; 
over  again.  A portion,  therefore,  of  the  preced-  1 
ing  year’s  Aveallh  must  be  appropriated  to  re- 
Droduction,  and  this  he  calls  annual  provmon. 

He  then  announces  very  clearly  the  doctrine 
of  the  dividon  of  labour,  Avhich  Adam  Smith 
bc^rins  with.  “From  these  families  spring  neces- 
sarily the  arts,  and  the  difterent  occupations  of 
men.  Each  one  learns  by  experience  by  apply- 
ing the  hand  and  the  mind  always  to  the  same 
kind  of  Avorks  and  productions,  he  finds  tlie 
results  more  easy,  more  abundant,  ami  better, 
than  those  which  each  one  AA'ould  make  if  c^li 
one  bv  himself  made  everything  necessary  tor 
himself  alone ; Avhence  some  tend  the  flocks, 
some  card  the  avooI,  some  weave  it.  ^ One  culti- 
vate.s  the  corn,  another  makes  it  into  bread ; 
another  makes  clothes ; another  builds  for  the 
husbandmen  and  Avorkmeu ; the  arts  thus  in- 
creasing and  linking  themselves  togetlier,  ami 
men  in  this  manner  dividing  themselves  in(o 
various  classes  and  conditions  to  their  public 

and  private  advantage.”  ^ 

The  labor  of  men  could  not  exist  without  some- 
thing to  AA'ork  upon,  nor  could  that  exist  unless 
the  earth  produced  it.  The  hand  of  man  mwli- 
fles  and  disposes  of  matter,  but  does  not  add  one 
atom  to  it.  But  in  order  that  man  may  work,  lie 
must  have  materials  and  food,  and  necessaries, 
during  the  time  of  his  labor;  it  thence  follows, 
that  the  value  of  every  production  is  composed  ot 
the  value  of  the  raAV  material  and  of  the  Avages  ot 

the  Avorkman.  . . 

These  Avages  are  either  not  paid  m money,  or 
they  are,  but  it  comes  to  the  same  thing,  because 
Avith  money  eA'erything  can  be  bad.  Iherefore 
the  true  Avages  are  the  sum  of  the  necessary  and 
a^^reeable  things  the  laborer  can  command.  ; 
Therefore  these  Avages,  or  these  things  necessary  , 
and  a<n'ceable  to  life,  hoAvever  they  may  be  modi-  | 
fled,  all  come  from  the  earth.  Hence  the  increase  ^ 
of  the  products  of  the  earth  is  an  increase  ot  wages  ^ 
to  be  divided,  ami  the  destruction  of  the  same 
products  is  a destruction  of  the  same  wages. 

Hence  the  object  of  all  economic  action  is  to 
encourage  the  greatest  possible  quantity  ot  nsetul 
and  exchangeable  products,  and  to  remove  every- 
tliing  which  may  diminish  this  greatest  possible 

quantity.  . 

Agriculture  and  commerce  are  inseparably 
united,  the  agriculture  of  one  state  siqipoi'ts  the 
industry  of  another,  and  tlie  industry  of  the  latter 
eurielu's  tlie  agriculture  of  the  former.  Nations, 
therefore,  tliough  separate  jiolitically,  aie^iu  re- 
ality united  by  moral  and  pliysical  laws.  There- 
fore, in  order  to  obtain  the  greatest  amount  of 
useful  and  exchangeable  products,  men  must  labor 
diligeutlv  oil  the  earth,  or  upon  its  products, 
lieiice  it  in  the  great  end  and  the  firM  principle  oj 
Pulitiral  Econorni/  to  elicit  in  the  natices  the  greatest 
amount  of  useful  labor,  that  is,  the  labor  which  pro- 
duces the  greatest  amount  of  exchangeable  products. 
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The  ruling  princiiile  then  of  Political  Economy 
is  not  to  call  forth  the  greatest  amount  of  labor 
solely,  but  tlie  gi-eatost  amount  ot  useful  labor. 
Every  work  must  be  done  in  the  least  possible 
time,“aiid  at  the  least  iiossible  expence.  As  ;dl 
the  laborers  must  be  supported  out  of  the  fruits 
of  the  earth,  the  more  time  and  expense  any  work 
costs,  the  more  products  of  the  earth  mu>t  he 
n-iveu  for  it,  ami  less  will  remain  to  encourage 
Sther  arts  and  other  Avorks.  Hence  a work  will 
be  less  useful  if  it  be  done  by  a greater  number  ot 
persims,  ami  iu  a longer  time,  than  necessary. 

The  Avaiits  of  man  are  aUvays  being  rencAved 
bv  time,  and  life  is  supported  by  the  destruction 
aiid  alteration  of  matter.  He  must  be  clothed, 

I and  the  tailor  must  be  furnished  Avith  all  the  ma- 
terials, and  he  must  be  maintained  Avliile  be  is 
Avorkiug,  and  those  Avho  supply  hiin  Avith  mate- 
rials niufc.t  be  maintained  in  a similar  mannei, 
and  so  on  in  succession  ; hence  in  every  piece  ot 
Avork  two  elements  enter  into  the  price,  one  the 
raAv  materials  produced  by  the  earth,  and  the  other 
the  subsistence  of  all  the  persons  who  contribute 
to  its  modification.  This  subsistence  is  in  the 
first  place  also  supplied  by  the  earth,  and  it  is 
different  from  it  inasmuch  as  it  is  consumed, 
whereas  the  other  is  only  AA’orked  upon,  until  it 
reaches  its  final  destination.  In  every  payment 
therefore,  i.e.,  in  every  passage  of  a product  froin 
one  hand  to  another,  there  is  alAA*ays  one  part  of 
its  value  Avhich  is  turned  into  immediate  con- 
sumption. Hence,  if  the  A'alue  of  the  raw  mate- 
rial be  subtracted  from  any  Avork,  the  remainder 
represents  the  sum  of  the  things  consumed,  or  the 
subsistence  of  all  the  persons  Avho  have  contri- 
buted directly  or  indirectly  to  the  AVork.  Hence 
subsistence  or  consumption  may  be  said  to  be  the 
universal  representative  of  all  sorts  ot  labor ; 
consumption  being  a more  extensive  avoi*(1  than 
subsistence,  as  many  things  must  be  classed  avuIi 
subsistence  Avhich  are  consumed,  and  yet  are  not 
subsistence,  as  for  instance,  Avood,  Avhich  is  burnt. 

(We  may  here  remark  that  Beccaria’s  analysis 
i of  price  is  manifestly  defective;  if,  as  he  says, 
i iirice  Avere  only  composed  of  raAV  materials  ami 
w;mes,  there  could  be  no  such  thing  as  accumula- 
tion by  commerce.  In  the  language  of  English 
economists,  Beccaria  says  that  price  consists  of 
ri-nt  and  wages,  but  Adam  Smith  shews  that  |ii'ice 
consists  of  rent,  wages,  and  profts,  out  of  wliich 
last  of  course  all  increase  of  commercial  wealth 

arises.)  , „ . , 

In  valuing  labor,  the  length  of  time  it  endures 

must  be  taken  into  consideration,  because  sub- 
sEtcnce  is  a constant  want.  There  tniist  also  be 
1 considered  the  greater  or  less  quantity  of  work 
I done,  and  the  greater  or  less  skill  it  requires,  tlie 
I dampers  and  risks  in  working  it,  citlier  on  account 
' of  the  fragile  nature  of  the  material,  or  any  cir- 
cumstances which  make  it  noxious  or  Imrttul  to 
health.  This  refers  to  tlie  value  of  the  labor,  be- 
cause  other  considerations  afl’ect  the  value  *>1  the 
I thhu'  itself,  such  as  its  abmulauce  or  scarcity,  tlie 
‘ greater  or  less  dcmaml,  transport,  and  uthcr  things 
I which  iuriueiice  relative  value.  It  is  moreover 
' impossible  to  fix  Avith  precision  the  intrinsic  value 
' of  the  labor  of  man,  on  account  of  the  enormous 
1 multitude  of  circumstances  to  be  considered. 

But  it  may  generally  be  deduced  that  arts 
among  nations  are  generally  in  proportion  to  the 
demand  for  them,  and  to  increase  the  aids,  it  is 
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T ?ccssary  to  increase  the  demand  for  them,  and  ' 
t le  means  to  su[>i)ort  tliein.  | 

Beccariii  then  enters  into  a lonp  discussion  on  ) 
I :>puIation,  its  distribution,  and  the  progress  it 
1 akes  in  difterent  forms  of  society,  and  the 
c ian;res  of  property.  Villages  will  most  abound 
■\  here  the  land  is  in  the  hands  of  small  proprietors. 

] opulatiou  will  also  depend  on  the  employment 
\ liicli  the  owners  of  the  land  give  to  their  wealth, 
a Tording  to  the  nature  of  the  government,  which 
1 jwever  is  beyond  the  scope  of  Political  Economy 
t > examine. 

It  is  most  hn|)ortant  also,  to  observe  that  popu- 
1 tiou  has  certain  natural  limits,  which  it  cannot 
c iceed.  IVIau  is  the  result  of  certain  necessary 
I itnral  products,  which  come  from  the  earth,  and 
t le  earth  can  increase  its  produce  to  a certain 
e ttent,  but  not  iiidetinitely.  Man,  moreover,  re- 
<3  iires  the  help  of  animals,  and  they  too  derive 
t leir  nutriment  from  the  earth.  Population  iu- 
c eases  therefore  as  much  as  the  means  of  subsist- 
e ice  increase.  And  these  means  increase  either 
I V the  imj>rovement  of  agriculture,  or  by  the  i)i*o- 
d iction  of  exchangeable  goods,  by  which  persons 
i:  one  place  can  iiurchase  foreign  sui>plies. 

Beccaria  then  investigates  the  causes  w'hich  re- 
s rain  the  increase  or  diminish  population,  which 
a e physical  and  moral.  The  first  of  these  is  a 
t id  climate,  or  an  unhealthy  situation  ; the  second 
ii  epidemics  and  diseases.  The  moral  causes  are 
n ore  numerous  and  ditficnlt  to  remove.  Tlie  first 
ii  ignorance,  and  want  of  civilization.  (In  Ire- 
1:  nd  this  was  a cause  of  increase.)  The  second 
n oral  cause  is  the  different  customs  of  man*iages, 

V hich  are  diminished  for  different  reasons,  such 
a the  decreasing  value  of  labor,  dissolute  habits, 

1)  oral  restraint,  excessive  luxury  in  the  upper 
c asses,  which  the  inferior  ones  imitate,  the  im- 
n ense  disproportion  of  property  from  the  caprice 
o testators.  The  third  moral  cause  is  celibacy, 

0 'erabundance  of  monks,  &c.  The  fourth  cause 
ii  that  luxury,  which  supports  the  less  useful 
c asses,  at  the  expence  of  the  more  useful  ones. 

1 he  fifth  cause  is  emigration,  wliicli  arises  either 
fi  jm  want  of  subsistence  or  work,  from  the  w'eight 

0 taxation,  or  the  excessive  levies  of  soldiers, 

V hich  the  best  politicians  say  ought  not  to  exceed 

1 . per  cent.  The  sixth  and  last  cause,  is  the  in- 
c ease  of  the  towns  at  the  expense  of  the  country, 
a id  its  arts.  Beccaria  says  that  the  causes  of  the 
d minution  of  population  may  be  reduced  to  these 
h :ads,  and  enlarges  upon  them.  He  then  describes 
tl  e different  modes  of  estimating  the  number  of 
ti  e population,  and  discusses  their  rates  of  mor- 
b lity  at  considerable  length.  This  concludes  the 
Ii  St  part  of  his  Elements. 

The  second  jiart  treats  of  the  philosophy  of 
a riculture,  which  he  calls  political  agriculture, 
tl  at  is  the  means  by  which  agriculture  is  im- 
p oved,  its  iiiflueuceoii  public  w'ealth,  tlie  propor- 
ti  )u  between  the  produce  of  the  earth,  and  the 
a Is,  and  professions,  and  liow'  obstacles  to  it  may 
b removed.  By  political  agi'icultiire,  he  means 
ti  ling  the  earth,  pa.sturage,  fishing,  the  chase,  and  i 
n ining.  Beccaria  then  describes  minutely  the 
0 Stacies  which  hinder  the  increase  of  production 
ii  agriculture. 

lie  then  enters  upon  the  much  disputed  qiies- 
ti  m of  large  and  small  farms,  and  enlarges  upon 
tl  e advantages  which  the  advocates  of  large  farms  I 


allege  in  favor  of  the  system,  but  he  docs  not  pro- 
nounce an  opinion  himself. 

He  then  enters  at  considerable  length  into  the 
different  kinds  of  the  produce  of  the  earth. 

In  tile  next  chapter  he  discusses  the  various 
modes  proposed  for  regulating  the  market,  and 
advocates  entire  free  trade  in  coin,  and  shews 
that  the  free  competition  of  buyers  and  sellers 
only  is  capable  of  determining  the  just  value  of 
things.  He  discusses  the  various  regulating 
duties  proposed  by  dilferent  parties,  to  insure  a 
j supply  of  corn,  and  guard  against  famine,  public 
magazines  &c,,  and  shew^s  their  inutility,  ami 
finally  concludes  iu  favor  of  unlimited  free  trade, 
both  in  the  grow  th  and  sale  of  corn,  and  manu- 
facture of  bread.  The  only  edict  he  says,  which 
is  warranted  by  the  true  principles  of  Political 
Economy  is  “Let  any  one  who  pleases  make 
bread,  and  how  he  jdeases,”  private  interest  will 
do  more  for  the  public  advantage  than  the  most 
rigid  huvs. 

Beccaria  then  treats  of  the  production  of  w'ood 
for  fuel,  and  strongly  advocates  the  imi>rovement 
of  traiivsport,  the  construction  of  canals,  and  to 
cheajien  the  price  of  it,  and  says,  that  forests 
may,  perhaps  from  their  peculiar  nature,  be 
subjected  to  certain  regulations,  notwithstanding 
the  general  rule  of  absolute  free-trade;  and 
examines  objections  to  this  interference.  He 
then  treats  of  the  culture  of  silk  worms,  and  other 
objects  of  agriculture. 

The  next  subject  of  investigation  is  the  pasto- 
ral department  of  agriculture,  including  slaves. 
He  then  touches  very  slightly  on  mining,  fishing, 
and  hunting.  On  the  subject  of  metals  he  ob- 
serves that  though  it  is  the  object  of  every  man 
to  obtain  gold,  whicli  gives  command  of  all  the 
pleasures  of  the  earth,  yet  true  politicians  have 
always  observcfl  that  it  is  much  more  advanta- 
geous to  a nation  to  be  under  the  necessity  of 
acquiring  it,  than  to  possess  it  in  themselves. 
To  acquire  it  involves  movement,  action,  labor, 
which  is  the  life  and  soul  of  the  body  political, 
to  possess  it  ill  the  soil,  is  a soporific  drug  to  all 
industry.  The  possession  and  working  of  iron  is 
infinitely  preferable  to  that  of  gold  and  silver ; 
and  every  nation  which  possesses  iron,  should 
diligently  work  it,  as  an  inexhaustible  fountain 
of  all  the  w'orks  of  man.  Fishing  and  hunting, 
too,  deserve  the  regard  of  the  Economist. 

The  third  part  of  the  Elements  relates  to  arts 
and  manufactures.  The  genei'al  course  of  treat- 
ment is  very  much  the  same  as  that  of  agriculture. 
He  enumerates  the  dilferent  sorts,  the  obstacles 
to  their  increase,  such  as  the  dearness  and 
scarcity  of  labor,  excessive  taxation,  and  wliat 
is  somewhat  remarkable,  he  enumerates  among 
them  the  custom  of  persons  placing  their  money 
in  public  banks  which  pay  interest,  wliich  lie 
I seems  to  think  withdraws  money  from  trade, 
the  very  same  objeetiou  as  had  been  made  iu 
England  to  the  Bank.  Another  obstacle  is 
monopoly,  and  exclusive  privileges  which  are 
given  to  one,  when  many  others  are  ready  to 
undert.ake  the  same  w'ork.  An  art  wdiich  remains 
in  the  hands  of  one,  or  of  few',  must  always  be 
languid  and  imperfect,  and  unable  to  stand  against 
the  competition  of  similar  arts  in  other  countries, 
w'hore  they  are  free,  whicli  produces  emulation, 
gixiduess  of  quality,  and  cheapness  ; hence  demaml 
will  always  go  to  a free  country,  and  not  to  one 
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where  severe  monopolies  exist.  These  are 
always  unjust  and  noxious,  cither  iu  favor  of  a 
new'  trade  or  an  old  one.  Those  who  ask  for 
exclusive  privileges  want  citlier  the  power  to 
cheat  with  imjninity,  or  by  the  jiower  of  the  law 
to  tyrannize  over  the  buyer.  Free  competition 
ill  manufactures  low'ers  their  price,  and  improves 
their  quality,  and  increases  their  market,  whicli, 
in  the  long  run,  does  not  diminish  individual 
profits. 

Beccaria  then  considers  which  of  the  arts  it  is 
most  advantageous  for  a country  to  have,  and 
the  best  order  of  their  introduction,  and  decides 
in  favor  of  the  most  necessary  ones  first,  and  so 
on  gradually  to  those  of  luxury.  The  objects 
which  a well  regulated  system  of  manufactures 
should  aim  at,  are  gooduess,  variety,  aud  cheap- 
ness. 

The  fourth  and  last  division  of  his  lectures 
treats  of  commerce,  the  most  extensive  depart- 
ment of  the  subject. 

The  dilferent  aud  successive  wants  of  men 
determined  and  suggested  the  ditiferent  opera- 
tions devised  to  satisfy  them.  Ignorant  and 
savage  men  who  only  think  of  the  present,  aud 
have  no  regard  for  the  future,  content  themselves 
with  very  little.  Thus  the  arts  and  productions 
of  a hunting  people  are  very  few.  Those  of  a 
]iastoral  people  are  more  and  more  complicated. 
Still  more  so  are  those  of  an  agricultural  people, 
and  productive  operations  being  rendered  more 
easy  and  more  certain,  gradually  superabundance 
springs  up  of  things  beyond  what  is  necessary  to 
satisfy  each  one’s  wants.  Thus,  if  one  has  a 
superabundance  of  one  thing  more  than  he  wants, 
and  requires  something  of  wdiich  some  one  else 
has  a su|>eral)undauce,  they  reciprocally  ex- 
change. Every  one  finds,  too,  by  experience, 
that  it  is  easier  always  to  make  the  same  thing, 
ratlicr  tlian  different  ones,  t!ms  he  is  induced  to 
muUiply  the  quantity  of  some  single  production, 
to  have  more  than  he  requires  of  it,  which  he  can 
then  exchange  for  other  things  that  he  wants, 
these  otlier  things  being  multiplied  with  the  very 
same  view'.  'J'hus  cummeree  is  born,  and  a new 
era  opens  up  for  the  refinement  and  perfection  of 
tlie  human  race.  And  as  at  first  nothing  w'as 
esteemed  excejit  in  proportion  as  it  was  useful 
to  satisfy  the  exigencies  aud  comforts  of  life, 
from  which  came  the  idea  and  the  name  of 
Value,  that  is,  it  was  something  w'hich  had  the 
])ower  to  aiisw'er  some  end,  t/i  /Jiis  last  state 
things  began  b)  be  esteemed  according  as  they  amid 
proimre  other  things.  Hence  absolute  value 
became  in  conseuuence  kelative,  ani>  ex- 
changeable, AM>  CAME  TO  SIGNIFY  THE  POWEE 
which  any  object  has  to  be  exchanged  for 
ALL  oTiiKK  THINGS,  avd  the  quontiUj  of  anything 
irliich  must  he  given  for  any  other,,  determined,,  anxl 
is  called  the  price  of  that  other.  Hence  the  first 
object  of  this  jiart  is  the  theory  of  value,  aud  the 
price  of  things.  From  this  it  came  that  for 
certain  indispensable  and  general  reasons,  that 
s])ocies  of  merchandize  which  is  most  easily  ex- 
changeable became  the  common  measure  and 
standard  of  comparison  of  all  other  things,  and 
measures  the  value  of  all  things.  And  tliis  com- 
mon measure  is  called  monev.  Hence  the  second 
object  is  the  theory  of  money.  Competition  is 
the  third  object.  And  as  commodities,  and 
chiefly  money,  the  universal  merchandize  and 
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standard  of  value,  pass  from  hand  to  hand,  which 
Ls  called  circulation,  giving  rise  to  many  com- 
plicated phenomena,  the  investigation  of  these 
is  the  fourth  object.  International  trade  is  the 
fifth  object.  From  these  complicated  transac- 
tions springs  inequality  of  riches,  the  sixth 
object.  The  seventh  object  comprise.s  loans  and 
tlie  interest  of  money.  The  eighth  object  is  the 
Foreign  Exchanges.  The  ninth  object  is  the 
system  of  banking,  ami  the  public  funds.  The 
tenth  object  is  jiublic  credit,  which  springs  from 
the  last.  The  eleventh  comprises  coniinercial 
regulations.  The  last  relates  to  speculation. 

Beccaria  then  enters  upon  the  theory  of  value 
and  jirices.  All  economic  entities,  he  says,  may 
be  called  values,  which  are  more  or  less  es- 
teemed, and  they  are  esteemed  iu  the  first  place 
according  to  their  capacity  to  satisfy  some  Iminaii 
wants ; and,  secondly,  according  to  their  rarity 
and  difficultv  of  attainment.  That  is,  in  mudcrii 
language,  according  to  the  intensity  of  the  de- 
mand ami  the  limitation  of  the  supply.  Air  and 
water,  which  arc  universally  diffused,  though 
necessary,  have  no  value,  nor  has  anything,  how- 
ever scarce  it  is,  which  is  not  wanted.  But  this 
utility  and  scarcity  are  relative,  not  absolute,  for 
many  things  have  ceased  to  be  useful,  because 
others  more  useful  have  been  substituted  for 
them,  or  less  expensive.  The  value  of  other 
things,  on  the  contrary,  sometimes  increases, 
because  new  uses  are  discovered  for  them. 

Beccaria  then  enters  into  a minute  anal3’sis  of 
the  values  of  different  articles, — the  word  value 
being  invariably'  used  to  denote  the  relative 
quantities  in  Avhich  objects  will  exchange,  and 
the  causes  of  the  changes  of  value.  He  sliews 
that  the  value  will  always  tend  to  rise  wiili  an 
increase  of  demand,  and  to  diminisli  with  the 
increase  of  supply,  but  that  there  is  a fixed  point 
to  which  the  value  of  tilings  tends  to  a]»proach, 
and  that  point  to  which  the  exchangeable  value 
of  things  gravitates  is  the  lalior,  or  the  time 
necessary  to  produce  them.  “Hence,”  he  says, 
“tlie  value  of  anything  upon  which  labor  is 
bestowed  w'ill  increase  in  proportion  to  the  time 
necessary  to  work  at  it,  and  if  a greater  number 
of  persons  arc  employed  at  the  same  time  ou  this 
work,  it  will  also  increase  in  proportion  to  the 
number  of  persons  employed  on  the  said  Avork. 
And  to  express  the  said  proportions  in  one  sen- 
tence, it  is  sufficient  to  say  that  the  measure  ot 
this  value  of  lime  ami  persons  wdll  be  the  sub- 
sistence which  the  said  persons  consume  in  the 
said  time.”  It  is  natural  that  every  one  should 
estimate  the  value  of  his  own  work  by  its  dura- 
tion, and  that  this  duration  should  be  valued  by 
the  things  Avluch  the  workmen  consume. 

Thus  it  will  be  seen  that  Beccaria  entirely  an- 
ticipated the  doctrine  of  Adam  Smith,  and  Ri- 
cardo, when  the  one  said  tliat  the  value  of  things 
was  measured  by  labor,,  ami  the  other  by  cost  if 
production.  But  he  skilfully'  aA'oided  the  errors  to 
Avhich  the  doctrines  of  these  eminent  writers  lead ; 
for  he  shcAvs  that  tliough  this  is  the  tembmey'  of 
prices  under  equal  circumstances  of  ]>rodiiction, 
yet  if  any'  could  produce  cheaper  than  the  rest, 
these  would  gain  the  benefit  of  the  reductd  cost 
of  production,  until  increased  competition  reduced 
the  price.  Being  the  A'ery  doctrine  avo  have 
maintained  in  our  Elements,,  that  no  change  in 
cost  of  production  can  cause  a change  of  value, 
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•with  tut  a change  in  demand  and  supply.  \Vhen 

ther.  is  competition  (and  Beccaria  should  ha^c 
addi  I,  an  unlimited  supply)  the  price  will  be 
fixe*  by  him  wlu)  can  produce  cheapest,  at 
ther  shews  that  an  alleged  distinction  between 
exti  nsic  and  intrinsic  value  was  uiifoumlea. 

* B ‘ccaria  then  investigates  the  nature  of  money, 

as  I Ue  merchaadixe  which  is  always  exchange- 
abh  and  for  that  reason  is  used  as  a common 
mcfinro  of  value.  From  this  definition,  there 
are  two  principal  uses  of  money,  one  to  he  tlie 
rep  cstmtative  sign  of  a determinate  qiiaiitity 
eve  ything  else,  and  the  other  to  he  a pledge,  and 
a SI  eurity  that  the  owner  can  f^daiii  these  de-  1 
ten  linate  quantities.  In  this  place,  although  1 e 
has  made  nse  of  the  expression  representattve 
sis  , tlie  same  wliich  beguiled  John  Law,  and 
•wa  the  fundamental  error  of  his  system,  and 
wh  ch  Turgot  and  the  early  French  economists 
■we  e at  so  much  pains  to  refute  ; _ yet  it  is  per- 
fec  ly  plain  that  Heccaria's  error  is  only  m ex- 
pn  ision,  and  not  in  conception.  He  fiill>  iinder- 
stc  id  that  money  is  an  independent  and  se- 
pa  ate  merchandize ; and  he  also  saw  tliat  its 
na  ure  is  analogous  to  tliat  of  a bdl  of  exchange, 
na  iiely,  a security  for  a future  exchange,  wdiicli 

leccaria  then  investigates  the  origin  of  inoiiej , 
an  i the  reason  wliy  gold,  silver,  and  copper 
ca  lie  generally  to  be  used  as  money,  ihesc 
nil  tals  enter  into  commerce  exactly  in  the  same 
wi  y tliat  everything  else  does,  and  their  value 
de  lends,  exactly  in  a similar  maimer,  on  supply 

ai:  I demand.  , ^ 

Gold  and  silver  became  money  because  tbey 
w -re  merchandize  of  universal  exchaugeablllt)^ 

V irious  circumstances  then  pointed  out  the  ad- 
v;  ntage  of  having  them  divided  by  public  autho- 
ri  y into  pieces  of  equal  weight  and  hneness. 

I]  ance  coining  by  public  authority,  but  this  com- 

h fwas  only^siW  which  certified  the  weight 

a:  tl  the  fineness  of  the  money. 

Beccaria  then  shows  how  both  silver  and  gold 
b came  money,  and  were  used  as  measures  of 
c .ch  other.  He  says  tliat,  if  they  were  both 
s multaneously  placed  in  the  market,  they  ought 
t exchange  in  the  inverse  proportions  of  these 
n lantitics,  i/Me  demand  for  oneway  not  stronger 

1 an  the  deiand  for  the  other,  T e 

t le  case,  and  illustrates  a principle  of  ^cry  i\  Kle 
Epplication  in  Political  Economy,  for  whereas  the 
f uantity  of  silver  is  about  40  to  1 compared  to 
t lat  of  gold,  its  value  is  about  1 to  U to  gold. 

lie  then  enters  into  the  considerations  aftectin^ 

1 ,e  circulation  of  gold  and  silver  a-s  money  simul- 
1 incously,  and  shews  that  if  they  are  not  vali  ed 
i 1 the  coins  according  to  their  market  \alue,  tlio 
1 letal  which  is  imdorvahied  will  be  exported,  as 
as  been  abundantly  verified  in  numerims  coim- 
ries.  lie  also  enters  most  minutely  into  the 
fleets  of  a disordered  state  of  the  currency,  of 
vhich  he  had  a flagrant  example  m tlie  state  of 
vlilan.  The  phenomena  ot  circulation  aie  then 

"‘Slnilfpriit  time  only  the  cxcliaiigc  of 
natcrial  products  lias  been  considered,  but  com- 
nerce  is  a very  extensive  word,  and  includes  the 
•uccessive  series  of  exchanges,  of  ail  ccoiioniic 
icrvice.s.  The  definition  of  commerce  as  tlie  cx- 
•hange  of  the  superfluous  for  tlie  necessary  is 
,carcely  exact,  and  a better  defm.tion  is  the  ex- 


chan"e  of  things  w-hicli  are  less  useful  for  those 
that  are  more  useful,  the  word  useful  being  cm- 
iilovctl  in  its  primaiy  and  general  sense,  as  ever>  - 
thing  wliich  ministers  to  our  necessities,  or  wants, 
or  ideasuves,  physic.al  or  moral.  ^ 

Commerce  is  usually  divided  into  internal  and 
external.  Internal  commerce  is  that  made  witiuu 
the  boundaries  of  a state ; external,  the  exchange 
of  anything  whatever  which  is  produced,  or  manu- 
factured, or  at  least  represents  any  value  or  any 
service  done  by  tlie  members  of  one  state  with 
those  of  another.  This  distinction,  however,  only 
regards  the  political  limits  ot  a state,  and  imme- 
diately affects  the  sovereign,  lie  then  discusses 
home  and  foreign  trade,  in  which  liowevtn-  we  do 
not  think  he  has  been  successful,  as  he  thinks  that 
the  profit  of  one  man  is  made  at  the  expense  ot 

another.  . , 

lie  points  out  that  an  increase  of  the  currency 

may  be  hurtful  to  a nation,  as  it  may  diive  pur- 
chasers away  from  an  increase  of  price. 

The  balance  of  trade,  which  many  people  make 
so  much  of,  is  impossible  to  be  ascertained,  but 
there  are  four  signs  which,  if  they  happen  con- 
currently, prove  that  a nation  is  advancing  m 
wealth.  1.  Increase  of  population.  2.  The  pro- 
sperity and  exhmsion  of  agidculture.  ^ 3.^  Inc 
decrease  in  the  rate  of  interest.  4.^  A nse  in  the 
prices  of  things  in  general.  These,  if  they  happen 
altogether,  iufallibly  prov'e  that  a nation  is  ad- 
vancing in  wealth.  r • . 

Beccaria  then  discusses  the  natime  of  interest. 
He  defines  interest  as  the  utility  which  any  per- 
son receives  from  the  use  of  anything,  whilst  the 
property  of  it  remains  with  its  owner.  Every- 
thiii"  may  produce  such  an  utility,  hence  every- 
thinS  may  have  its  appropriate  and  natural 
interest.  Thus,  the  interest  of  the  earth,  the 
ori«dnal  function  of  all  wealth,  is  its  constant  and 
periodical  repro*luction ; the  interest  of  labor  is 
the  wages  paid  for  it,  the  interest  of  personal 
services,  studies,  &c.,  are  the  fees  paid  for  them, 
the  interest  of  the  manufacturers  consists  in  the 
gain,  the V make,  deducting  the  cost  of  production. 
The  interest  of  all  industry  is  the  profit  such 
industry  produces,  so  long  as  the  workman  has 
the  right  to  employ  it.  The  value  of  all  these 
things,  land,  labor,  services,  manufactures,  com- 
merce, is  measured  by  money  ; consequently,  the 
interest  of  money  is  the  utility  which  may  arise 
from  this  money,  as  representing  each  of  these 
values.  But  he  has  said  that  subsistence  is  the 
common  measure  of  all  these  values,  and  their 
universal  representative.  Subsistence  istheutility 
which  measures  all  other  utilities,  and  this  utility 
comes  from  the  earth,  hence  every  sum  of  money 
i represents  some  portion  of  the  earth,  and  the  in- 
' terest  of  this  money  represents  the  annual  fruit 
I of  the  earth,  lie  then  details  the  various  kinds 
of  hiring  or  letting.  Hence  he  says,  that  the 
I products  of  the  earth  are  the  true  measure  of  the 
interest  of  money,  and  the  interest  of  land  com- 
pared to  the  interest  of  money,  is  a true  rule  by 
which  to  judge  of  the  prosperity  of  States.  In 
the  course  of  his  following  remarks,  he  seems  to 
have  a dim  perception  of  some  things  wliich  were 
afterwards  propounded  in  Bicardo  s theory  of  rent. 

The  subject  of  the  Foreign  Exchanges  is  then 
very  well  and  ably  explained,  indeed  wq  do  not 
know  of  any  place  where  it  is  done  with  greater 
clearness,  tcrsmiess,  and  simplicity. 
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Beccaria  then  concludes  by  a short  account  of 
public  banks,  money  of  account,  and  credit.  This 
is  not  so  full  and  satisfactory  as  might  be  desired, 
but  he  fully  bears  out  the  meaning  which  we  have 
shown  to  be  the  fundamental  one  of  Baxk  under 
that  article.  He  shows  how  the  public  banks 
arose  out  of  the  reipiiremeuts  of  governments  for 
money,  which  they  could  not  raise  by  direct  taxa- 
tion. Individuals  contributed  their  wealth  to  one 
common  stock,  and  received  an  interest  for  it. 
Hence  from  this  origin  and  definition  of  public 
banks,  it  follows  that  the  heaping  together  of 
wealth  is  the  essential  point  that  forms  and  churac- 
terizes  a hank.  But  each  of  the  owners  of  this 
wealth  still  retains  his  right  to  demand  it  back 
again,  and  consequently  he  must  have  an  acknow- 
ledgment of  the  bank,  wlucli  assures  to  him  the 
property  of  the  value  confided  to  it,  and  the  con- 
ditions agreed  upon.  This  assurance  is  done  by 
registering  in  a book  the  names  of  the  depositors, 
the  quality  of  the  deposit,  and  the  conditions  upon 
which  it  is  left,  and  giving  to  the  owner,  a note,  or 
bill,  wliich  gives  him  the  right  to  demand  back,  | 
or  exchange,  the  sum  specified  on  the  face  of  it. 
By  this  means,  this  note  becomes  a measure  and 
a pledge  of  value,  just  like  true  and  real  money. 
If  the  owner  of  money  could  no  longer  acquire 
what  he  wanted  with  it,  money  would  be  a use- 
less and  superfluous  thing,  thus  if  a man  was 
rolling  in  money,  if  it  was  not  exchangeable  for 
anything  else,  he  would  be  poor  in  reality.  So 
also  if  the  owners  of  these  bank  notes  could  not 
realize  their  value,  they  would  be  no  better  than 
paper  covered  with  ink.  Their  value  then  con- 
sists in  the  confidence  that  they  can  be  realized. 
Consequently  a bank  should  not  give  out  more 
notes  than  it  has  actual  wealth  to  represent 
tliein.  John  Law’s  system  is  a fatal  example  of 
violating  this  principle.  Beccai-ia,  however,  like 
many  other  writers,  in  condemning  Law,  lias  not 
really  understood  Law’s  S3'stem,  and  has  himself 
proposed  the  very  same  thing. 

A verN"  short  notice  on  public  credit  then 
finishes  the  Elements.  Beccaria,  thus,  it  will  be 
seen,  onl}'  investigates  throe  out  of  the  five  de- 
partments of  Political  Economy  which  he  had 
enumerated,  and  leaves  tho.’=ie  of  finances  and 
government  wholly  untonched. 

Della  ridiizione  delle  vdmre  di  lunghe.zza  alV 
uniformitd  per  lo  stato  di  Milano,  lielazione 
presentata  al  magistrato  camerale^  il  xv  Gennaio., 

MDCCLXXX. 

A report  to  the  Board  upon  the  diversity  of 
measures  in  the  State  of  Milan,  in  which  he  re- 
commends their  reduction  to  uniformit}',  and  the 
establishment  of  the  decimal  sj'stein,  wdiich  was 
afterwards  adopted  in  France,  and  many  other 
countries. 

When  we  consider  that  the  lectures  of  which 
•we  have  given  an  analysis  above,  were  delivered 
in  1769,  or  seven  years  before  the  Wealth  of 
Nations  was  published,  as  well  as  the  writings  of 
other  Italians  (Genovesi;  Verri),  which  were 
published  even  earlier,  we  shall,  we  think,  come 
to  the  conclusion  that  Political  Economy  liad 
made  much  greater  advances  before  the  da^’s  of 
Adam  Smith  than  is  commonly  believed.  It  is 
bv  no  means  uncommon  to  see  it  stated  that 
A'dam  Smith  was  the  founder  of  Political  Eco- 
nomy and  the  father  of  Free  Trade,  But  such 
opinions  only  proceed  from  inaccurate  historical 


knowledge.  Tlie  fact  is,  that,  as  in  the  early 
stages  of  every  other  science,  England  wa.s  far  in 
arrear  of  France  and  Italy.  Then,  no  doubt,  by 
the  publication  of  tlie  Wtalth  of  at  one 

bound  she  took  the  lead,  and  in  actual  practice, 
she  lias  since  far  outstripped  every  other  nation. 
But  there  was  a much  greater  number  of  earnest 
advocates  for  free  trade,  both  in  France  and  Italy, 
before  the  Wealth  of  Nations  was  published,  than 
in  England.  And  there  were  three  professor- 
ships of  Political  Economy'  founded  before  1776. 
One  at  Naples  in  17o4,  one  at  Stockholm,  and 
one  at  Milan  in  1768.  To  suppose,  therefore, 
that  Adam  Smith  was  either  the  father  of  Free 
Trade  or  of  Political  Econom}-  is  a most  profound 
error.  AYe  see  that  Ital}”  is  entitled  to  a very 
high  rank  indeed  in  the  science  of  Political 
Economy.  But  Beccaria’s  name  has  been  compa- 
ratively little  known  in  connection  with  it,  and 
this  arose  from  his  constitutional  failing.  Bec- 
caria was  endowed  with  a great,  a piercing,  and 
a generous  mind,  but  it  was  vastl}^  less  beneficial 
to  the  human  race  than  it  might  have  been,  be- 
cause it  was  overshadowed  by  a most  pusillani- 
mous soul.  He  was  not  one  of  those  magnanimous 
spirits  for  whom  the  highest  order  in  the  ranks 
of  fame  is  reserved,  who  will  courageously  do 
battle  for  what  they  know  to  be  truth,  iu  despite 
of  the  opposition  of  the  vulgar  of  every  rank, 
lie  was  not  one  of  those  of  whom  the  poet  sings — 

“ No  biasmo  popolar,  frale  catena, 

Spirto  d'onore  in  suo  cammiu  rafrena.” 

“ Kor  can  the  vulgar  cr>%  a feeble  chain, 

The  noble  spirit  iu  its  course  restmiu.*' 

His  cowardice  of  spirit  greatly  lost  him  the 
esteem  of  Verri.  Finding  the  sentiments  ex- 
pressed in  his  lectures  likely  to  create  opposi- 
tion, he  stopped,  and  left  them  unfinished,  and  ho 
never  published  them.  The\'  first  saw  the  ligflit 
in  1804,  in  Custodi's  collection  of  the  It:di:m 
Economists.  And  thus  he  has  deservedly  missed 
the  fame  which  would  otherwise  have  bcou  his 
legitimate  due. 

BECHARD,  FERDINAND. 

La  commune.,  T Eglise,  et  TEtat.,  dans  leiirs  rap- 
ports avec  les  classes  laborieuses.  Pari.s,  1849. 

De  r Administration  intSricure  de  la  France. 
Paris,  1851. 

DeVetutdu  pnuperisme  en  France,  etdes  moyens 
dy  remedier.  Pai'is,  1853. 

BECKER,  JOHN  THOMAS, 

The  anti-pauper  system.  London,  1834. 

The  constitution  of  Friendly  Societies.  London, 
1824. 

BECKER,  SIEGFRIED. 

Die  ergehnisse  des  Handels  nml Zolleinhommens 
der  Oesterreichischen  Monarchic  im  Jahre,  1842. 
Leipsig,  1845. 

Das  Oesterreichische  Miinzxcesen  vom  Jahre, 
1524  bis  1S38.  AVien,  1838. 

Statistiche  Ueher.deht  der  Bevdlkerung  der  Oes- 
terreichischen Monarchie  nach  den  Ergebnissender 
Jahre  1834  his  1840.  Stuttgart  and  Tubingen, 
1841. 

Die  Volkwirthscltaft.  AA'icu,  1853. 
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BELL. 


BENCE. 


; tECaUEREL. 

'iecherches  sur  la  Sfafhtigite  des  Ct'rvale.%  pen- 
da  t la  periodv  de  1815  a 185i2.  Pai’is,  1854. 

: JEDARRIDE,  J. 

Fraitt  des  faillites  et  hanquerontes.  Paris,  1 844. 

Droit  commercial ; commentaire  dn  code  de  com- 
mi  rce.  Paris,  1857. 

3EEKE,  HENRY. 

Ohsercations  on  the  produce  of  the  Income  Tax. 
Li  iidon,  1800. 

3EESLEY.  GEORGE. 

rl  Report  on  the  State  of  Agriculture  in  Lanca- 
sh  re,  xcith  observations  on  the  political  position  and 
ge  leral  prospects  of  the  agricultural  classes,  and  a 
Ti  hnlar  Statement  of  the  prices  of  corn  and  wages 
oj  hushandry,  at  various  periods  since  the  Nor- 
vn  n Conquest.  Preston,  1849. 

3EEVER,  SUSANNAH. 

A pocket  plea  for  ragged  and  industrial  schools. 
Et  iuburgh,  1852. 

3EGG,  JAMES,  D.D. 

Fauperism  and  the  Poor  Laws,  or  our  sinking 
p(  mdation  and  rapidly  increasing  burdens  practi- 
co'ly  considered.  Edinburgh,  1849. 

BEGOVEN,  JACQUES  FRANgAIS, 

C »UNT. 

Disconrs  sur  le  commerce  de  Thule.  Paris,  1789. 

Opinion  sur  le  tarif  et  le  prohibition  des  mor- 
el indises  etrangtres.  Paris,  1790. 

BEGUILLET,  EDME. 

Traite  des  subsistences  et  des  grains  qui  servent 
d !a  nourrilure  de  Vhomme.  Paris,  1780. 

BEHR,  G,  J.  Born  at  Sulzlieim  in  1773, 
r -ofessor  of  public  right  iu  the  University  of 
V urzbourg,  has  published  several  works,  which 
h ,ve  a high  reputation.  Those  relating  to  Poli- 
ti  :al  Economy  are — 

Systeme  dcr  Staatslehre,  1810. 

Lehre  von  den  Wirthschnft  des  Stoats,  1822. 

BELL,  BENJAMIN,  Surgeon  to  the  Royal 
I ifirmary  at  Edinburgh,  died  1820. 

Essays  on  Agriculture.  Kdiulmrgh,  1802. 

On  Scarcity.  Edinburgh,  1804. 

BELL,  G.  M. 

The  ('urrency  Question,  an  examination  of  the 
e yidence  on  hanks  of  issne.,  1840.  Loudon,  1841. 

The  Country  Banks  and  the  Ctty'reney,  Lon- 
( on,  1842. 

A guide  to  the  investment  of  Capital.  London, 
] 845. 

The  Philosophy  of  Joint  Stock  Banking.  2nd 
Edit.  London,  1855. 

An  able  Utile  treatise. 

BELL,  WILLIAM,  D.D. 

A vindication  of  commerce  and  the  arts.  Lon- 
I on,  1758. 


SELLERS,  JOHN. 

Proposals  for  raising  a College  of  Jnduslry. 
London,  1C96. 

Essays  about  the  ooor,  manufactures,  trade, 
plantations,  ^'C.  Lomion,  1699. 

An  essay  for  employing  the  poor  to  profit. 
Loudon,  1723. 

BELLINI,  VINCENZO. 

Belle  Moneie  di  Ferrara  Trattato.  Ferrara, 
1761. 

De  Monetis  Halim  medii  mvi.  Ferrara,  1774. 

BELLONI,  GEROLAMO,  MARCHESE. 

A Roman  banker  of  gi*eat  eminence,  who  wrote  a 
short  treatise  upon  commerce  iu  1750,  which  was 
rewarded  witli  extraordinary  honors.  The  Pope, 
Benedict  XIV.,  made  him  a Marquis,  and  his 
treatise  was  translated  into  several  languages.  It 
is  included  in  Custodi’s  collection. 

Dissertazione  sopra  il  commercio.  Roma,  1750. 

BELTJENS,  MATTHIAS  EGIDIUS  HU- 
BERTUS. 

Specimen  inaugurate  eeconomico-poltticiim  de 
Libertate  industrim.  Lcodii,  1829. 

BENARD.  Th.  N, 

Les  lois  econoniiques.  Paris,  1856. 

: BENAWEN,  JEAN  MICHEL. 

Italian ; ou  Tart  de  connoitre  toutes  les  monnoies 
actuelles  J Italic,  §i'c.,  ^'c.,  avec  le  dHail  des  pro- 
ductions (Tltalie.  Lyon,  1787. 

BENBRIGGE,  JOHN. 

Usura  accommodata,  or  a ready  way  to  rectify 
usury.  Loudon,  1646. 

This  little  tract  contains  abundant  evidence  of 
the  truth  of  what  we  have  shewn  (Bank)  that 
the  word  Bank  is  the  equivalent  of  Monte,  or 
Mons.  Thus  at  page  3,  he  says,  “ for  their  rescue 
mav  be  collected  jNIons  Pietatis,  sive  ChariUitis, 
a Banke  of  Piety,  or  Charity,  as  they  of  Trent 
fitly  call  it.”  Again,  “ For  borrowers  iu  Trade 
for  their  suppl\ , as  their  occasions  shall  require, 
may  be  erected  Mons  Negotiationis,  a Banke  of 
2>ade.”  At  page  4,  he  quotes  from  Tolet,  who 
speaks  of  two  kinds  of  Banks,  namely,  “ ^Ions 
Fidei,  a Banke  of  Trust,  which  Clement  VII. 
instituted  at  Rome,  he  that  put  his  money  into 
this  Banke  was  never  to  take  it  out  again,”  for 
which  the  invester  received  7 per  cent,  interest, 
like  the  original  Bank  of  England  Stock,  lie 
also  speaks  of  a IMons  Recuperationis,  or  Banke 
of  Recovery,  of  which  tlie  interest  was  12  per 
cent.  The  aitference  between  these  two  was  that 
]>etween  perpetual  and  terminable  annuities,  wliere 
the  higher  interest  of  the  latter  is,  in  fact,  repay- 
ment of  the  capital  by  instalments.  He  also 
speaks  of  the  “ three  Bankes  at  Venice,''  moaning 
thereby  the  three  moidi,  which,  as  we  have  sliewii 
(Banking  at  Venice),  were  consolidated  iuto 
one  management  in  1587,  and  the  Commissioners 
appointed  to  manage  the  Bank  of  Venice,  then 
first  instituted. 

BENCE,  H.  B. 

Report  of  a mission  from  the  Blything  Union 
to  ascertain  the  probable  employment  of  the  agri- 
cultural laborer,  and  his  family,  in  the  manufactur- 
ing districts,  llalcswurth,  1836. 
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BENE,  BENEDETTO  DEL. 

Opera  di  Agricoltura.  Milano,  1850. 

BENETT,  JOHN. 

An  essay  on  the  commutation  of  tithes.  London, 
1813. 

BENNER,  J. 

Thmrie  mathematique  de  V economic  sociale ; ou, 
Hhn^nits  uouveaux  (Teconomie  politique.  Geneve, 
1856. 

BENNETT,  JOHN,  M.P.  for  AVilts. 

On  the  relative  importance  of  agriculture  and 
foreign  trade.  Loudon,  1827. 

BENOISTON  DE  CHATEAUNEUF,  LOUIS 
FRANQAIS,  Born  at  Paris  iu  1776,  Member  of 
the  Institute. 

Recherches  sur  les  consommations  de  tout  genre 
de  la  villa  de  Paris  en  1817,  eomparees  d ce 
tpCelles  Haient  en  1789.  Paris,  1821. 

Consommation,  Industrie.  Paris,  1821. 

Considerations  sur  les  eufans  trouves  dans  les 
principaux  Oats  de  T Europe.  Paris,  1824. 

De  la  colonisation  des  condamnes,  et  de  Tavantage 
quit  y aurait  pour  la  France  a.  adopter  ce  systeme. 
Paris,  1827. 

BENTHAM,  JEREMY.  This  preeminent 
jurist,  the  great  original  fountain  from  whence 
tliose  beneficent  reforms  in  the  law,  which  are 
among  the  most  glorious  achievements  of  this 
age,  have  sprung,  was  born  ou  the  15th  of  Fe- 
bruary, 1748,  ill  Red  Lion  Street,  Houndsditch. 
He  wa.s  the  son  of  an  attorney  iu  moderate  prac- 
tice. Though  extremely  diminutive  and  feeble 
in  body,  he  very  early  displayed  signs  of  great 
precocity,  and  his  relatives  did  the  utmost  they 
could  to  spoil  him  by  shewing  him  ofl'  as  a youth- 
ful prodigy.  In  1754,  hi  his  seventh  year,  he 
was  sent  to  Westminster  School,  and  his  Latin 
verses  at  eight  shew  a most  remarkable  pro- 
ficiency, at  an  age  when  most  boys  at  a public 
selioul  would  be  scarcely  getting  into  “nonsense.” 
He  was  distinguished  there  for  his  Latin  and 
Greek  composition,  but  upon  tlie  wliole  he  liad 
no  gi’eat  respect  for  the  discipline  and  method  of 
education  then  followed  at  that  celebrated  semi- 
nary. 

On  the  27th  June,  1760,  being  then  only  12^, 
be  was  taken  up  to  Oxford  to  be  entered  at 
Queen’s  College,  and  at  that  time  he  was  ex- 
cused from  signing  the  Thirty-nine  Articles  on 
account  of  his  youth.  He  went  up  to  reside  there 
iu  the  following  October.  He  was  so  diminu- 
tive for  his  age,  as  to  excite  the  smiles  of  the 
passers  by.  His  residence  at  Oxford  was  equally 
distasteful  to  him  as  Westminster  had  been.  His 
opinion  of  it  was  as  low  as  that  of  Adam  Smith, 
and  he  spoke  against  it  to  the  end  of  his  life.  In 
1763,  being  then  fifteen,  he  took  his  B.A.  degree, 
and  came  to  London  to  enter  himself  at  Lincoln's 
Inn.  In  November  be  returned  to  Oxford  to 
attend  the  lectures  of  Blackstone,  but  he  did  not 
eutertaiu  any  very  high  opinion  of  them,  and 
easily  saw  through  his  fiimsy  fallacies. 

His  father  destined  him  for  the  Equity  bar, 
but  he  had  already  devoted  himself  to  more  dis- 
cursive studies  than  are  supposed  to  be  agreeable 


to  so  jealous  a mistress  as  Themis.  Plenty  of 
work  was  cut  out  for  the  young  barrister,  but 
fimliiig  ouc  day  lliat  it  was  the  rule  of  the  pro- 
fession to  charge  fictitious  fees  in  some  cases,  he 
took  such  a disgust  to  it,  that  nothing  could  per- 
suade him  to  continue  iu  it.  He  accordingly  gave 
up  all  idea  of  practising,  and  began  to  speculate  on 
political  and  juridical  subjects,  and  to  collect  and 
compare  the  opinions  of  the  most  eminent  writers 
ou  them. 

His  first  appearance  in  print  was  some  letters 
in  defence  of  Loi*d  Mansfield,  in  1770.  In  1776, 
he  published  anonymously  his  “Fragment  (ui 
Governments,"  being  a severe  criticism  ou  tho 
doctrines  of  Blackstone.  It  made  a considerable 
sensation,  and  was  attributed  to  several  of  the 
most  eminent  men  of  the  dav,  such  as  Lord  Mans- 
field,  Lord  Camden,  and  John  Dunning.  While 
it  was  believed  to  be  by  one  of  these  celebrated 
men  it  had  a brisk  sale,  but  his  father  was  so 
elated  with  its  success  that  he  let  out  the  .secret, 
and  as  soou  as  it  was  known  to  be  by  an  obscure 
briefless  barrister,  the  sale  fell  olF.  Bentham  had 
prepiired  a second  and  much  stronger  attack  on 
Blackstone,  but  it  was  suppressed  from  fear  of  a 
prosecution  for  libel.  The  bold  audacity  of  his 
attacks  on  established  formalism  drew  down  many 
auathemas  ou  the  author,  and  every  violent  and 
ribaldrous  pamphlet  that  appeared  was  laid  to 
his  door. 

His  “Fragment  on  Governments”  procured  him 
the  friendship  and  patronage  of  Lord  Shelburne, 
the  leader  of  the  AVhigs.  For  many  years  he  was 
a regular  visitor  at  Bowood,  and  met  there  most 
of  the  celebrated  men  of  the  day.  He  also  corre- 
sponded with  many  of  the  French  philosophers. 

In  1785  he  was  invited  to  Russia  by  rrinec 
Potemkin,  in  whose  service  his  brother,  then 
Colonel,  afterwards  General  Sir  Samuel  Bon- 
tham,  then  was.  Potemkin  wished  to  transplant 
British  civilisation,  ready  grown,  to  the  South  of 
Russia,  and  had  formed  a gi*eat  establishment  at 
Crichoff.  Beutham  set  himself  to  collect  mate- 
rials of  agricultural,  trading,  and  manufacturing 
subjects,  and  left  Englaud  in  August,  1785.  He 
travelled  through  France,  visiting  the  beautiful 
Roman  antiquities  at  Nimes,  ami  the  towns  iu 
the  south,  and  joined  a vessel  bound  for  Smyrna 
at  Nice,  lie  staid  nearly  a month  at  Smyrna, 
and  wixs  the  first  to  scud  home  si>ecimcns  of  the 
Sultana  raisin.  He  then  continued  his  voyage  to 
Constantinople,  and  from  there  by  land  to  Cri- 
chotF,  where  he  arrived  in  February,  1 787.  While 
staying  there  he  wrote  his  celebrated  Defence  of 
Usuiuj,  and  saw  the  model  of  a buildiug  devised 
by  his  brother  for  a vast  workshop,  which  he 
adopted  for  his  Panopticon,  a scheme  which  occu- 
pied about  twenty  years  of  his  life.  Bentham 
had  a gi*eat  taste  for  botany,  and  collected  a con- 
siderable number  of  the  plants  of  that  part  of 
Russia,  but  he  naturally  became  wearied  with  the 
monotony  of  Crichotf,  and  in  November,  1787,  he 
left  it,  and  returned  home  by  way  of  Warsaw, 
Berlin,  and  the  Hague. 

His  Defence  of  Usury  Mas  sent  home  from 
Crichoff,  aud  published,  and  it  added  greatly  to 
his  reputation.  He  liad  a great  desire  to  enter 
Parlianieut,  and  from  some  expressions  M'hich  fell 
from  Ijord  Shelburne,  he  understood  that  ho 
M'ould  put  him  in  for  his  nomiiiutiou  borough  of 
Caine.  But  it  is  probable  that  Beutham  had  lais- 
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•ived  tlie  language  of  his  patron.  At  all 
:s  the  services  of  some  obscure  political 
ley  were  deemed  more  important  than  those 
e greatest  social  philosopher  of  the  age,  and 
ham’s  wislies  were  disappointed.  lie  felt 
very  keenly,  and  it  gave  rise  to  a slight  tem- 
*y  coolness  between  him  and  his  patron, 
le  miserable  administration  of  the  criminal 
mor  laws  engaged  Beutham’s  profound  atten- 
for  many  years.  At  length  he  matured  a 
)lete  scheme  of  reform.  He  proposed  to 
• the  management  of  both  in  one  central 
d,  the  criminals  to  be  confined  in  a building 
:ructed  on  ]»eculiar  principles,  so  that  every 
of  it  should  be  in  the  constant  view  of  the 
rintendeat,  whence  it  was  called  Panopticon, 
■ichenie  was  taken  up  with  the  utmost  warmth 
*itt,  and  all  the  leading  statesmen  of  tlie  day, 
i bill  was  passed  through  both  Houses  of  I^ar- 
ent  to  carry  it  out.  But  Bentham  had  given 
ce  to  George  III.,  and  when  the  bill  came  up 
he  Koyal  assent,  the  king  vetoed  it.  The  last 
.uce  jirobably  in  our  history  of  the  sovereign 
ing  a bill,  and  all  the  more  undignified,  as  it 
done  out  of  pure  personal  pique.  Thus  the 
ory  of  that  monarch  stands  heavily  charged 
mly  witli  delaying  Catholic  Emancipation  for 
! years,  and  thereby  bringing  the  country 
,e  verge  of  rebellion,  but  also  with  delaying 
•eform  of  the  Poor  law  for  36  years,  at  a cost 
ably  of  not  less  than  £2,000,000  a year,  a 
ably  heavy  item  to  place  to  the  debit  of  his 
uut.  Parliament  voted  Bentham  a large  com- 
atiou  for  his  loss  of  time  and  labor,  and  ex- 
es incurred.  In  1831  he  published  a HUtory 
e War  between  Jeremy  Bentham  and  George 
, by  one  of  the  Belligerents. 
he  next  noticeable  event  in  Bontham’s  life 
his  becoming  a partner  with  Kobert  Owen 
le  New  Lanark  mills,  situated  in  the  beauti- 
valley  of  the  Clyde,  a little  way  below  the 
of  Cora  Linn.  "This  establishment  was  iu- 
ted  to  carry  out  the  Socialist  doctrines  of  its 
or,  and  was  the  first  experiment  of  infant 
ol  education,  and  the  abolition  of  all  coercive 
ipline.  The  connection  is  said  to  have  been 
ly  profitable  to  Bentham. 
or  some  time  Bentham  had  devoted  himself 
usively  to  his  meditations  on  jurisprudence, 
social  improvement.  He  took  no  part  in 
ic  affairs,  but  lived  like  a hermit  in  his  house 
iuecu  Square  Place,  aud  received  the  visits 
of  a select  number  of  private  friends,  like 
brother  oracle  Coleridge.  These  included 
>st  all  those  who  have  since  been  distinguished 
aiders  of  thought  among  men.  But  with  none 
lesc  was  his  intimacy  so  great  as  with  James 
i,  the  famous  historian  of  India,  who  lived 
i him  for  six  mouths  every  year  from  1808  to 
7. 

eiitham's  fame  was  much  greater  on  the  Con- 
Qt  than  in  England.  His  works  had  been 
ularized  by  an  excellent  French  writer,  Du- 
it,  who  fitted  them  for  the  public  taste,  by 
ouudiiig  them  in  a familiar  style  with  copious 
itrulious.  Ill  1825,  being  troubled  with  a 
;ies  of  eczema,  Bentham  was  recommended  to 
to  Paris,  and  consult  a French  physician, 
m going  to  the  Com*t  of  justice,  the  barristers 
■ up  in  a body,  and  the  president  seated  him 
lis  right  hand.  He  soon  after  returned  to 


London,  and  continued  the  same  peaceful  life  till 
the  6th  June,  1832,  when  his  spirit  passed  away 
with  the  tranquillity  which  fitly  closed  such  a 
life. 

It  is  not,  of  coui'se,  for  us  to  speak  here  of  the 
gigantic  reforms  in  jurisprudence,  which  are  be- 
yond all  question  his  doing,  and  that  of  his  im- 
mediate disciples.  His  works  have  encountered 
a strange  fate,  as  Mr.  John  Hill  Burton  remarks. 
Ill  his  own  day  they  were  not  read  because  they 
were  paradoxes,  in  our  day  they  are  not  read 
because  they  are  truisms. 

In  practical  Political  Economy  his  services 
were  immense.  He  first  overthrew  the  universal 
folly  of  the  doctrine  of  the  wickedness  of  interest. 
He  first  showed  the  fiillacy  of  the  universal  craze 
for  colonies  which,  in  his  day,  infected  all  coun- 
tries, aud  all  statesmen.  The  recent  example  of 
the  emancipation  of  America  was  an  irrefutable 
example  of  the  truth  of  his  views,  which  are 
founded  upon  the  same  line  of  argument  as  Bas- 
tiat’s  ce  yuan  voit  ct  ce  yuan  ne  voit  pas  (Bastiat). 
He  also  was  the  first  to  conceive  that  immense 
reform  of  the  Poor  Laws,  which  was  only  effected 
in  1834,  and  which  he  would  have  carried  out  in 
1798,  if  he  had  not  been  thwarted  by  the  personal 
malignity  of  George  III.  These  achievements 
are  sufiicient  to  entitle  him  to  lasting  fame. 

But  in  the  theoretical,  or  more  purely  scientific 
part  of  the  subject,  he  is  not  entitled  to  ecpial 
praise.  Indeed,  he  was  notoriously  deficient  iu 
the  auxiliiir}'  sciences  which  are  indispensable  to 
understand  it  thoroughly.  He  could  not  raise  him- 
self above  the  views  of  Adam  Smith,  who  limited 
Political  Economy  to  material  w'ealtli,  an  error 
w'hich  we  have  shewn  (Prelimixaky  Discourse  ; 
Capital;  Credit)  is  exactly  similai'  to  tliat  of 
those  w'ho,  in  the  days  of  Galileo,  could  not 
believe  in  the  existence  of  gravity,  because  it  was 
an  incorporeal  force ; or  to  those  who,  in  our 
own  day,  would  drny  the  existence  of  the  gaseous 
elements  in  chemistry,  because  they  are  in- 
visible. 

Beutham’s  works  were  published  in  12  volumes, 
Edinburgh,  1838-43,  under  the  superintendence 
of  Sir  John  Bowriug,  one  of  his  literary  execu- 
tors, with  the  assistance  of  iMr.  John  Hill  Burton, 
the  historian,  who  has  prefixed  an  ample  but 
concise  introduction  to  them.  For  an  appre- 
ciation of  his  merits  and  services,  we  may  refer 
to  Mr.  John  Stuart  ^Mill’s  article  ou  him  iu  his 
Dissertations  and  Discussions. 

Defence  of  Usury;  shewing  the  impolicy  of 
legal  restraints  in  pecuniary  bargains.  Works, 
Yol.  III.,  p.  1. 

This  was  the  most  elaborate  treatise  which  had 
been  given  to  tin:  world  to  shew  tlie  futility  of 
the  prevailing  belief  in  the  wrongful  nature  of 
usury.  Adam  Smith  had  been  one  of  the  first  to 
enlighten  the  world  upon  the  beneficial  efiect  of 
high  prices,  aud  to  dissipate  the  popular  fallacy, 
that  they  ivere  caused  by  the  wicked  conspiracies 
of  farmers  and  corn-factors.  Adam  Smith  had, 
however,  argued  in  favor  of  maintaining  the 
usury  laws.  Bentham  argued  in  favor  of  leaving 
the  rate  of  interest  entirely  free.  This  was  only 
accomplished  in  1854,  when  the  last  remnant  of 
our  usury  laivs  was  struck  out  of  our  statutes. 
Like  all  treatises  which  merely  overthreAv  a 
current  fallacy,  it  may  be  considered  as  somewhat 
having  lost  its  interest  along  with  its  victory. 
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But  all  those  who  love  a beautiful  piece  of  argu- 
meiitatiou  for  its  owu  sake,  will  find  pleasure  iu 
this  treatise. 

It  is  somewhat  remarkable,  hoAvcver,  that  both 
Adam  Smith  and  Beiitliam  missed  the  obvious 
analogy  between  the  variations  of  ]>rices  with 
res|)L*ct  to  commodities,  aud  the  variations  of  the  ; 
rate  of  discount  with  respect  to  credit,  or  paper 
currency. 

Manual  of  Political  Economy.  Works,  Vol. 
III.  A gi-eat  part  of  this  treatise  has  lost  its 
interest,  as  it  is  devoted  to  prove  the  fallacy 
of  the  mischievous  system  of  drawbacks  aud 
bounties,  Avhicli  were  then  so  generally  adopted. 
He  also  shews  the  utter  fallacy  of  the  universal 
belief  in  the  profitable  nature  of  colonies  to  the 
mother  country.  His  line  of  argument  is  exactly 
that  of  Bastiat  iu  his  essay,  Ce  qiCon  voit,  et  ce 
quon  ne  voit  pas,  in  the  Sophisuics  Ecommiqnes. 
lie  shews  that  for  the  gain  which  is  apparent, 
there  is  to  be  set  oif  a much  greater  expense 
which  escapes  observation. 

Emancipate  your  colonies;  addressed  to  the 
National  Convention  of  France  in  ; shewing 
the  uselessness  and  mischievousness  of  distant  de- 
pendencies to  an  European  State.  W'orks,  Vol. 

IV.,  p.  407.  . . , 

This,  of  course,  addresses  the  just-mentioned 
arguments  to  the  French  Convention. 

plan  for  saving  all  trouble  and  expense  in  the 
transfer  (f  stock,  and  for  enabling  the  proprietors 
to  receive  their  dividends  without  powers  of  at- 
torney, or  atteiLdance  at  the  Bank  of  England,  by 
the  conversion  of  stock  into  note  annuities ; written 
in  1800.  Works,  Vol.  III.,  p.  107. 

Bentham  proposed  to  increase  the  negotiability 
and  convenience  of  public  stock  by  substituting 
transferable  note  annuities  (with  the  interest 
statctl  on  them)  for  inscription  iu  the  books  of 
the  Bank.  He  hoped  that  these  notes  being 
made  small  might  obtain  the  same  currency  as 
bank  notes.  It  is  possible  that  some  convenience 
might  be  derived  from  this  plan,  though  there 
might  perhaps  be  countervailing  disadvantages 
iu  "the  greater  facility  for  forgery.  But  at  all 
events,  Beutham’s  plan  was  only  to  make  the 
existing  debt  more  transferable  ; he  did  not  pro- 
pose the  monstrous  absunlity  Avhich  is  so  popular 
at  the  preseut  day,  of  first  creating  a national 
debt,  and  then  over  and  above  that,  basing  bank 
notes  upon  its  security. 

Tracts  on  Poor  Laws  and  pauper  managemeht. 
Works,  Vol.  VIII.,  p.  360. 

Observations  on  the  Poor  Bill  introduced  by 
the  liight  Hon.  W.  Pitt.  \ ol  VIII.,  p.  440. 

These  are  the  preem'sors  of  the  Boor  LaAv 
Amendment  Act. 

BENVENUTI,  BARTOLOMMEO.  Advocate. 

Imposta  diretta  ed  nnica  sxilla  rendita. 

Sullc  Baiiche  di  circolazione. 

BENVENUTI.  F.  F. 

Ateliers  philantropiques.  Paris,  1853. 

BENZENBERG,  o.  F,  Born  in  1777. 

Ueber  Handel  und  Gexcerhc  Stenern  uud  Zblle, 
Elberfeld,  1819. 

Preussens  GeUhanstalt  und  neues  Steuersisteme, 
Lcipsig,  1821. 


BERARD,  ARISTIDE. 

Organisation  du  travail.  Paris,  1848. 

I BERES,  EMILE.  Boruat  Gastclnaud’Auzau, 

ill  1801.  , . 

Manuel  de  Vemprunteur  et  du  preteur,  aussi 

caisses  du  credit  fonder.  Paris,  1853. 

Essai  sur  les  moyens  iT accroitre  la  richesse^  tern- 
toriale  en  France,  et  notammeni  tiuns  les  deparle- 
ments  meridionaux.  Paris,  1 830. 

Des  causes  du  malaise  industriel  et  commercial 
de  la  Prance,  et  moyen  J y rcmdlier.  Paris,  1832. 

Des  classes  ouvritres.  Moyens  JamHiorer  leur 
sort,  sons  le  rapport  du  hien  ctre  materiel,  et  du 
perfectionnement  moral.  Paris,  1836. 

E association  des  donanes  Allemandes,  son  passe, 
son  avenir.  Paris,  1842. 

Compte  rendu  de  lexposition  industrieUe  et  agri- 

cole  de  la  France  en  1849.  -n  • o j 

Etudes  economiques  2)ratiques.  PaiTS,  1849. 

BERGASSE,  NICOLAS.  A person  of  very 
considerable  importance  in  his  day,  was  born  at 
Lvons,  in  1750.  His  family  was  ot  Spanish 
oH«-in,  and  engaged  in  commerce  at  iSIarseilles  and 
Lyons.  Nicola.s,  however,  adopted  the  law  as  a 
profession,  and  in  1772  was  appointed  by  the 
ina^'istrates  to  pronounce  a public  oratiou  ou  bt. 
Thomas’s  Day,  an  annual  custom  at  Lyons,  and 
a^aiu  in  1774.  He  was  an  admirer  of  Mesmer  s, 
but  that  did  not  prevent  him  from  being  a good 
economist.  He  acquired  gi*eat  public  notoriety 
by  being  engaged  in  some  celebrated  trials  just 
before  the  revolution.  He  earnestly  opposed  the 
creation  of  assignats,  and  had  a strong  dislike  to 
banks,  and  paper  money  of  all  sorts.  His  wnt- 
and  his  strong  opposition  to  the  assignats, 
drcAv  much  hostility  upon  him,  aud  he  became  a 
mark  for  multitudes  of  panqihleteers.  He  was  a 
strong  advocate  for  preserving  the  constitutional 
monarchy,  aud  after  the  execution  of  I.oms  A V I. 
found  it  time  to  leave  Paris  to  save  his  oa\u  life. 
He  tried  to  fly  to  Spain,  but  he  found  the  passage 
of  the  Pyrenees  guarded,  and  he  then  went  to 
Tarbes,  hoping  to  escape  notice.  But  he  was 
seized  in  July,  1794,  and  taken  to  Pans.  Ber- 
"■asse  saw  that  to  save  his  life  Avas  a match  against 
time,  and  retai*ded  his  journey  as  much  as  pos- 
sible ou  the  plea  of  illness.  By  protracting  his 
journey  iu  this  Avay,  he  just  succeeded  in  sav'ing 
Ids  life,  as  the  revolution  of  Thermidor  took  place 
just  before  he  reached  Paris.  He  Avas  kept  in 
prison  ou  suspicion  of  being  a royalist,  till  the 
peace.  He  continued  his  denunciations  Avith  great 
boldness,  and  was  the  means  of  bringing  several 
of  the  folloAvers  of  Robespierre  to  execution.  He 
AA'as  released  by  the  Directory,  and  leiiiained. 
quiet  during  the  empire.  At  the  rcstoiatiun  ho 
was  much  taken  notice  of  by  the  allied  sovereigns, 
and  was  ahvays  lield  in  the  highest  esteem  by 
them.  Though  attached  to  the  Bourbons,  he  Avas 
opposed  to  the  arbitrary  measures  of  the  ministers 
Avhich  brought  about  the  revolution  ot  1830. 
That  event  lost  him  a pension.  He  died  28th 

1 May,  1832.  ^ „ 

I Discours  sur  cette  question:  Queues  sont  les 
causes  gcndales  des  progres  de  tiudustrie  et  du 
commerce,  et  quelle  a etc  leur  influence  sur  i esprit 
et  moenrs  des  nations?  Lyon, 

De  la  liberte  du  commerce.  I’ai'is,  1789. 
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herches  snr  le  commercey  les  banquesy  et  les 
es.  Paris,  1789. 

testation  contre  les  assignats-monnaie.  Paris, 

*re  a ses  commettants  an  sitjet  de  sa  prates^ 
accompanied  with  tables  on  the  law  of 
ats. 

mise  au  memoire  de  M.  de  Montesquiou  sur 
Ignats.  Paris,  1791. 

S.GIER,  NICOLAS.  A celebrated  French 
born  at  Kheims  on  the  1st  of  !March,  1567, 
lucated  there.  He  was  appointetl  Professor 
V,  and  Syndic  of  the  town.  He  died  at  the 
of  the  rh*esideut  de  Bellievre  at  Grignon, 
lugust,  1623. 

*mre  des grands  chemins  de  V Empire,  romainy 
Second  edition,  Drussells,  1728,  with  the 
ited  Peutinger  table.  Blanqni  says  that 
the  most  comjdete  account  of  the  Roman 
mications,  and  abcmuds  with  valuable  in- 
ion  for  the  economist. 

IGIUS,  CARL  JULIUS. 

Geld^und  Bankn'esen  im  Preussen.  Bres- 

m. 

IGMAN,  CARL  F. 

momisk  beshrifning  ofver  Wadsho  Harady 
iter  gbthlundy  och  Marahorgo  Hofdingedbme. 

•y  1759. 

LGSOE,  ADOLPH  FREDERICK. 

Danske  Stats  Statistik.  Kiobenhavn,  1844. 
oeret  hdhast  til  en  Creditforening  for 
i Grundhesildere.  Kiobenhavn,  1839. 

.MINGHAM,  THOMAS. 

r addressed  to  Lord  John  Russelly  contain- 
ts  illustrative  of  the  good  effects  from  the 
I considerate  discharge  of  the  duties  of  a 
t landlord  in  Ireland.  London,  1 846. 
ter  on  the  Com  Laws.  London,  1841. 
social  state  of  Great  Britain  and  Ireland 
’'ed  with  regard  to  the  laboring  population. 

, 1835. 

itical  evidence  in  favor  of  State  railways  in 
. Dublin,  1841. 

HARD,  SIR  FRANCIS. 

t letters  on  the  trade  and  government  of 
2.  Loudon,  1774. 

NARD,  THEO.  NAP. 

5 « M.  Le  Ministre  de  V agriculture  et  dti 
:e  sur  le  nouvelle  acte  de  navigation  anglais 
litcs  de  reciprocity  PiU*is,  1849. 

NARD,  SIR  THOMAS. 

'contU  of  the  supply  offish  for  the  mauu- 
poor.  London,  1813. 
e supply  of  employment  and  subsistence  for 
•ring  classes  in  fisheriesy  ynamifactaresy  and 
'7ution  of  waste  lands.  London,  1813. 
of  the  salt  duties,  London,  1817. 

'^ARDINO  DA  FELTRE,  TOMI- 

XO. 

lonte  pietatis  concilia  sacrorum  Theologo~ 
euezia,  1496. 


BEZIAT. 

BERNIGAUD  DE  GRANGE,  JEAH 
LOUIS. 

Del  Hat  des  f maces  au  \st  May^  1789,  et  au 
1 JanvieCy  1792.  Pai’is,  1801. 

BERNOULLI  CHRISTOPHER.  A member 
of  the  famous  matln-matical  family,  was  bom  at 
Basle  in  1782.  He  has  published  several  works 
on  technology. 

Betrachtangen  iiher  die  Baumwaller  fabrication. 
Basle,  1825. 

Hamlbuch  der  Pormlationistik.  Ulm,  1840. 

Neue  ergebnisse  aer  Bevaelkcrungstatistik.  Ulm, 
1841. 


BERRYER,  P.  N.  A celebrated  advocate. 
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BILL  BROKER,  or  Bill  Discounter.  It 
is  of  the  utmost  importance  in  Political  Economy 
to  understand  the  diflercuce  between  the  modes 
of  doing  business  as  a bill  broker,  or  bill  dis- 
counter, and  a banker,  as  they  are  universally 
confounded,  and  m'c  are  not  aware  of  a single 
economical  witer  in  England  since  Adam  Smith, 
who  Inis  understood  it.  A bill  discounter  does 
business  by  buying  bills  of  exchange  with  cash. 


Many,  as  well,  receive  deposits  at  call  from  the 
public,  and  thus  they  may  be  descrilied  as  bor- 
rowing from  one  set  of  persons  to  lend  to  another 
set.  But  a banker,  as  we  have  seen  in  the  ai'ticle 
Bank,  buys  bills  of  exchange  wdth  credit,  and 
cun  create  credit  to  a much  larger  amount  than 
I he  has  cash.  He  then  multiplies  credit.  Thus 
the  distinction  between  a bill  discounter  and  a 
banker  is  that  the  tirst  buys  debts  with  cash,  and 
the  second  with  credit;  the  tirst  adds  nothing  to 
the  capital  of  the  country,  he  only  puts  into 
greater  activity  the  cajiitai  that  already  exists ; 
the  second,  as  every  one  who  knows  the  me- 
chanism of  banking  admits,  creates  capital,  by 
creating  credit,  which  circulates  as  money. 

The  readers  of  tliis  work  may  be  somewhat 
surprised  to  learn  tliat  neither  Adam  Smith,  nor 
any  other  economical  writer  in  England,  nor  any 
of  the  numerous  Committees  of  Parliament  wlio 
have  sat  on  Banking  during  the  last  sixty  years, 
have  had  the  most  distant  conception  of  the  or- 
dinary business  of  banking,  or  of  its  effects.  And 
the  Report  of  the  last  Committee  of  all,  which 
sat  in  1858,  shews  the  most  manifest  want  of 
knowledge  on  the  subject.  Its  expressions  all 
refer  to  the  business  of  bill  discounting,  and  not 
banking.  There  is  no  greater  error  that  infects 
Political  Economy  since  the  expression  Balance 
of  Trade,  than  the  general  notions  of  Banking. 
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BILL  OBLIGATORY,  OF  CREDIT,  or  OF 
DEBT.  The  names  by  which  were  known  for- 
merly those  instruments  of  credit  which  are  now 
called  Promissory  Notes. 

AVe  have  observed  that  a bill  of  exchange 
(Bill  of  Exchange)  by  its  very  name,  litterce 
cambitoricEy  denotes  an  instrument  of  credit  drawn 
by  a person  in  one  country,  and  addressed  to  some 
one  in  another  country.  And  sucli  au  instrument 
naturally  assumed  the  form  of  a letter  addressed 
by  the  creditor  to  the  debtor,  directing  him  to  pay 
a certain  sum  of  money  at  a certain  rate  of  ex- 
change. The  use  of  these  instruments  of  credit 
between  different  countries  long  preceded  the  use 
of  instruments  of  credit  within  the  same  nation. 

Credit  in  the  form  of  promissory  notes  was  well 
known  to  the  Greeks,  but  we  have  no  evidence 
that  these  notes  were  transferable.  These  were 
not  made  transferable  till  long  after  bills  of  ex- 
change were.  About  the  end  of  the  16th  century 
the  merchants  of  Amsterdam,  liliddleburgh,  and 
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I 'amburgb,  and  some  other  places,  began  to  nse 
i istruments  of  credit  among  themselves,  and  as 
t le  parties  came  into  personal  contact,  they  na- 
t irally  assumed  the  form  of  an  acknowledgment 
c ' the  debt  by  the  debtor,  with  a promise  to  pay 
i to  bearer  on  demand,  at  the  time  fixed.  These 

> ere  called  bills  obliptory,  or  of  debt,  or  of 
( -edit,  and  were  transferable  by  indorsement  in 
; 11  respects  like  bills  of  exchange. 

Gerard  Malynes,  in  his  ConsuetadOy  or,  Lex 

> lercatoria^  gives  a very  full  account  of  these  bills 
i lid  strongly  advocated  their  introduction  into 
] aigland ; but  he  saw  that  the  Common  Law  of 
] inglaod,  which  strictly  forbids  the  transfer  of 
( ebts,  was  a bar  to  it.  The  first  promissory 
1 otes  introduced  were  by  the  goldsmiths,  or 
1 ankers,  but  they  were  not  recognized  by  the 
1 iw.  The  first  promissory  notes  recognized  by 
1 iw  were  those  of  the  Bank  of  England,  which 
vere  technically  called  bills  obligatory,  or  of 
1 redit.  This  name  was  retained  in  the  Bank  of 

reland  Act.  But  this  name  has  now  been  en- 
1 irely  sui»crseded  by  that  of  raoMissoiiY  Notes, 

( r Baxk  Notes,  wliich  see. 

BILL  or  EXCHANGE.  We  have  observed 
) Credit)  that  there  are  two  great  divisions  of 
; jstruments  of  Credit,  one  in  the  form  of  Pro- 
uses  to  pay,  which  were  formerly  called  Bills 
. f Credit,  or  of  Debt,  or  Bills  Obligatory,  but 
rhich  are  now  known  by  the  generic  name  of 
Promissory  Notes,  and  the  other  in  the  form  of 
)rdebs  to  pay,  which  arc  chiefly  known  by  the 
lame  of  Bills'of  Exchange,  which  include,  also, 
-etters  of  Credit,  Bankers’  Drafts,  and  Cheques. 

•2.  From  the  immense  magnitude  of  the  traiis- 
ctions  carried  on  in  luoderu  times  by  means  of 
ustruments  of  Credit,  a very  extensive  and  subtle 
iraiich  of  law  has  sprung  nj»,  which  every  Political 
Economist  should  master,  as  an  esseutial  portion  of 
lis  science.  In  the  folloAving  article  we  shall  not 
rive  any  general  view  of  the  law  of  Bills  of  Ex- 
hangc,  but  refer  our  readers  to  the  works  men- 
ioned  at  the  end  of  it.  But  there  are  certain 
lortions  of  the  law  whicli  it  is  indispensably 
lecessary  to  know,  iu  order  to  form  a true  com- 
ireheusfon  of  their  nature,  and  which  involve 
.ome  of  the  most  subtle  coucei)tions  in  Political 
2couomy,  aud  these  ouly  we  shall  notice. 

3.  In  its  most  general  form  a Bill  of  Exchange 
s a letter  from  one  person  to  another,  ordering 
urn  to  pay  —first,  a certain  sum  of  money ; 
iccoiidly,  to  a certain  person ; thirdly,  at  a cer- 
aiii  event. 

Tlie  person  who  addresses  the  letter  is  called 
.he  drawer,  the  person  to  whom  it  is  addressed  is 
;alled  the  drawee;  aud  the  person  to  whom  it  is 
:o  be  paid  is  called  the  payee. 

It  is  the  payee’s  business,  on  the  first  convenient 
opportunity  after  he  has  received  the  letter,  to 
present  it  to  the  drawee,  to  know  if  he  will  pay  it ; 
if  he  consents  to  do  so,  it  is  usual  for  him  to  write 
his  name  across  the  face  of  the  bill,  aud  he  is 
then  called  the  acceptor. 

Now,  with  respect  to  the  three  essentials  of  the 
Bill,  we  may  remark: — 

1.  That  though  the  bill  must  be  expressed  to 
be  payable  iu  a fixed  and  certain  sum  of  money, 
it  is  yet  forbidden  to  be  the  appropriation  of  any 
particular  sum  of  money,  or  to  be  payable  out  of 
any  particular  fund.  If  an  iustrument  were  to 
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be  drawn  in  such  a form,  it  would  not  be  a Bill 
of  Exchange.  I'lius,  though  a Bill  is  expressed 
to  be  payable  iu  money,  it,  as  well  as  all  other 
instruments  of  credit,  is  ausoluteey  severed 
from  all  connexion  with  any  specific  money,  and 
it  circulates  on  the  mere  belief,  or  credit,  that  the 
person  by  whom  it  is  to  be  paid,  can  do  so  at  the 
appointed  time. 

Thus  we  see  how  it  is  essentially  distinguished 
from  a Bill  of  Lading  (Bill  op  Lading),  which 
is  always  the  n-presentative  of  a particular  quan- 
tity of  goods.  A Bill  of  Exchange  always  circu- 
lates iu  commerce,  severed  from  money.  A Bill 
of  Lading  is  always  insepai’able  from  goods. 

4.  This  doctrine  of  tlie  separate  and  inde- 
pendent existence  of  Bills  of  Exchange  and  other 
instruments  of  credit,  and  the  non-independence 
of  Bills  of  Lading,  is,  beyond  all  question,  the 
great  master-subtlety  of  Political  Economy.  Its 
reason  and  meaning  is  fully  explained  in  the 
subsequent  part  of  this  article,  as  well  as  under 
Credit.  It  is  the  pons  astnobum  of  Political 
Economy.  A confusion  on  this  point  has  been 
the  cause  of  some  of  the  most  terrible  calamities 
the  world  ever  saw,  aud  is  tlie  root  of  those  wild 
theories  of  currency  of  which  John  Law’s  is  the 
type.  Aud  there  is  the  greater  necessity  that  we 
should  explain  and  enforce  it,  as  several  very 
able  Economists  have  been  beguiled  into  error, 
and  have  adopted  the  very  one  of  Law. 

5.  '2ndly.  With  respect  to  the  person  : — 

The  drawer  may  make  the  bill  payable  either 

to  a third  pers»m,  or  to  his  order,  or  to  himself,  or 
to  his  own  order. 

I If  the  drawer  make  it  payable  to  himself  only, 
or  to  a ^hird  person  only,  witliout  inserting  the 
words  “ or  order,”  the  bill  can  be  paid  only  to 
the  person  named,  and  cannot  be  transferretl  to 
any  one  else,  or  cannot  be  negotiated,  as  it  is 
termed. 

If  the  words  “or  order”  are  inserted  after  tho 
payee’s  name,  he  can  transfer  it  to  any  one  else. 
This  is  done  by  writing  his  name  on  tlie  back  of 
the  bill,  hence  it  is  called  an  indorsement,WMi  per- 
son who  does  it  is  called  the  indorser,  aud  the 
person  to  whtjm  it  is  delivered,  is  called  the 
indorsee. 

The  indorsement  may  be  either  special  or  ge- 
neral. If  the  indorser  inserts  the  indorsee’s  name, 
aud  makes  it  payable  to  the  indorsee’s  order  only, 
then  it  can  only  be  transferred  or  paid  by  the  in- 
dorsee’s indorsement ; and  he  may  transfer  it  in 
a similar  manner  if  he  pleases,  aud  so  on  througli 
any  number  of  hands. 

But  if  the  first  indorsee  to  whose  order  it  is 
payable  delivers  it  with  his  own  name  only, 
written  on  the  back,  it  is  called  an  indorsement  in 
blank.  Its  efii‘Ct  is  that  it  makes  the  bill  trans- 
ferable by  mere  delivery,  without  any  farther 
indorsement,  exactly  like  a bank  note,  or  money; 
aud  the  bill  is  then  payable  to  hearer,  like  a bank 
note. 

Formerly,  indorsement  was  in  all  cases  neces- 
sary  to  transfi-r  the  property  in  a bill,  or  note. 
But  in  English  laM-  this  has  ceased  to  be  the  case 
though  it  is  so  still  in  the  law  of  some  forei^ 
countries.  It  became  the  custom  of  merchants  in 
England,  which  lias  long  acquired  the  force  of 
law,  that  any  instrument  of  credit  indorsed  in 
blank,  may  be  transferred  by  simple  delivery, 
without  any  further  iudorsemeut. 
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The  general  rule  of  English  law  is  now,  that  if 
any  instrument  of  credit  whatever,  whether  it  be 
a bank  note,  or  a bill  of  exchange,  be  taken  iu 
exchange  for  goods,  or  money,  in  any  transaction, 
it  is  a final  closing  of  that  transaction,  aud  the 
receiver  has  no  remedy  against  the  transferer,  if 
the  instrument  be  not  paid.  The  payment  is  infact 
in  all  respects  as  valid  and  final  €ls  if  it  were 
money. 

Except  only  in  the  case  of  fraud,  where  the 
payor  knew  that  the  banker  or  person,  whose  note 
or  bill  he  tendered,  was  bankrupt  or  insolvent. 

Ill  the  case  of  bankers’  notes  issued  by  persons 
who  M*ere  well  known  iu  the  neighbourhood,  the 
custom  of  iudorsemeut  very  soon  fell  into  disuse, 
though  not  sanctioned  by  law,  and  they  are  com- 
monly taken  without  indorsement.  But  that  does 
not  afiect  the  law  of  the  case ; it  is  done  at  the 
risk  of  the  taker. 

In  the  case  of  bills  of  exchange,  it  is  still  the 
custom  to  indorse  them  on  a transfer;  at  least 
there  are  very  few  persons  who  would  take  them 
without  iudorsemeut.  And  the  effect  of  the  in- 
dorsement is  this : that  if  the  bill  be  not  ]>aid  by 
the  acceptor  at  maturity,  aud  if  the  owner,  or 
holder,  of  it  gives  immediate  notice  to  any,  or  all, 
of  the  preceding  jiarties  on  it,  he  has  a claim 
against  them  for  payment  of  it. 

But  this  demaud  for  payment  must  be  made 
without  delay,  in  almost  all  cases  within  twenty- 
four  hours  after  the  fact  of  non-payment  is  known 
to  the  holder.  If  delay  be  made  iu  notifying  the 
fact,  and  demanding  payment  from  the  parties 
liable,  they  are  absolved,  aud  the  holder’s  remedy 
is  gone. 

'i’hus,  in  modern  practice,  the  indorsement  is 
merely  a limited  warranty  of  soundness.  There 
is  no  other  difference  whatever  between  selling 
goods  or  money  for  a bill  with,  or  without,  in- 
dorsemeut,  than  between  selling  any  other  article, 
say  a horse,  a watch,  or  a carriage  with,  or  with- 
out, a limited  warranty.  It  is  in  all  cases  a sale. 
In  the  cases  of  a bill  taken  without  indorsement, 
or  a horse  bought  without  a warranty,  the  sale  is 
final  and  conclusive;  in  the  case  of  a bill  taken 
with  an  indorsement,  or  a liorse  bought  with  a 
warranty,  the  sale  may  be  cancelled,  if  the  de- 
mand be  iitadc  within  the  time  limited  by  the 
warranty,  otherwise  it  is  also  final  and  conclusive. 

6.  ffrdly.  With  respect  to  the  event : — 

It  must  be  certain,  and  not  contingent.  Thus 
the  bill  may  be  made  payable  at  sight,  or  on 
demaud,  or  at  a certain  time  after  the  date  of  the 
bill. 

Bills  made  payable  on  demaud  arc  actually 
payable  on  demand.  Bills  made  payable  at  a 
certain  time  after  date,  were  always  payable  on 
demand  when  that  time  arrived.  But  iu  almost 
every  j)lace,  certain  days  were  allowed  before 
the  holder  could  commence  an  action  for  uou- 
paymeiit  of  the  bill.  These  were  termed  days  of 
grace,  and,  by  mercantile  usage,  these  days  are  uow 
in  fact  incorporated  with  the  bill,  and  the  last  day 
of  grace  is  now  held  to  be  the  day  on  which  the 
bill  is  to  be  presented  and  paid.  The  days  of 
grace  vary  in  ditfereut  places,  but  they  are  usu- 
ally from  three  to  teu. 

7.  The  usual  form  of  a Bill  of  Exchange  is 
thus : — 
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London,  January  1,  1800. 

£287  15  8, 

Three  months  after  date,  pay  to  myself  {or  A.  B.), 
or  order,  the  sum  of  Two  hundred  and  eiyhfy  seven 
pounds,  fifteen  shiUinys,  and  cightpenev,  value  rc» 
ceived, 

William  Smith. 

To  Mr  John  Cox, 

Linendraper, 

Strati, 

London. 

It  is  usual  in  English  bills  to  insert  the  words 
“value  received,”  but  it  is  not  necessary.  In 
former  times  it  was  necessary  to  state  wliut  the 
debt  arose  from,  whether  money  or  goods.  But 
that  has  long  fallen  into  disuse  in  this  country. 

Such  are  the  essential  points  of  these  instru- 
ments, which  are  the  mighty  moving  power  of 
modern  commerce.  Nothing  appears  more  simple, 
but,  like  many  other  things  of  great  apparent 
simplicity,  they  required  centuries  to  bring  them 
to  tlicir  present  state  of  )>erfection. 

8.  The  history  of  Bills  of  Exchange.  It  is  a 
question  which  has  been  much  disputed,  whether 
bills  of  exchange  were  known  to  the  ancients. 
Some  writers,  indeed,  and  ]>articularly  Du]>ont 
dc  Nemours,  boldly  affirm  that  they  were  well 
known,  and  used  in  all  the  great  commercial  cities 
of  antiquity,  Tyre,  Carthage,  Corinth,  Athens, 
&c.  But  as  he  brings  forward  no  authority  for 
this  assertion,  we  may  well  be  excused  from  be- 
lieving it  on  his  ipse  dixit  only.  Other  writers, 
however,  think  that  a few  passages  in  Isocrates 
and  in  Cicero,  are  sufficient  proof  of  the  fact. 
These  we  shall  consider  shortly. 

Credit,  indeed,  iu  its  simplest  form  of  a direct 
loan  from  one  person  to  another,  with  a promis- 
sory note  as  evidence  and  security  for  the  debt, 
was  well  known  both  to  the  Greeks  and  Romans. 
'\V''e  have  the  very  word  for  a promissory  note, 
Xtt/ooypa^or,  which  was  adopted  by  the  Romans 
as  chii-ographum.  We  also  know  that  the  Roman 
bankers  invented  the  method  of  paying  by 
cheques.  Dealings  on  credit  were  also  well 
known  at  Rome.  And  by  that  amusing  comedy, 
the  Pseudolus  of  Plautus,  we  know  that  a trick, 
with  which  our  banknijitcy  courts  are  familiar, 
was  known  long  ago.  When  Callidorns  wants  to 
raise  monev  in  his  amatory  difficultv,  Ballio  savs 
to  him,  I.  S.  67. 

“ Erne  die  c cca,  horde,  olivoin ; id  veudito  oculata 
die.” 

Which  very  dark  sentence  the  learned  interpret 
to  moan,  “ Buy  oil  on  credit,  aud  sell  it  for  ready 
money.”  Tims,  in  its  simi)lest  aud  rudest  form, 
credit  was  certainly  well  kuown  to  the  ancients. 
But  that  great  invention,  by  which  debts  are 
made  saleable,  and  credit  is  brought  into  com- 
merce like  merchandize,  and  made  the  gieat  pro- 
ductive power  of  modern  times,  was — as  far,  at 
least,  as  we  have  been  able  to  discover — wholly 
unknown  to  the  ancients. 

9.  The  only  evidence  that  we  have,  we  believe, 
that  Bills  of  Exchange  were  at  all  known  to  the 
ancients,  consists  in  a passage  in  Isocrates  aud  a 
few  in  Cicero. 

In  the  Trapeziticus  of  Isocrates,  which  is  a 
.speech  in  an  action  against  the  banker  Pasion  for 
having  defrauded  one  of  his  customers,  he  says : 
“ [Moreover,  Pasion  has  tried  to  persuade  some 
people  that  I had  no  money  at  all  here,  and  that 
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I only  borrowoil  ;500  stuters  from  Stratodea.  It 
i;  therefore  worth  Mhilc  to  exjilaiii  this  matter, 
t at  you  inny  see  what  arjrumriits  he  relics  on  to 
c leat  me  of  my  money.  It  happened,  judges,  that 

ratodes  was  Just  going  to  sail  to  Pontus,  at  the 
V TV  time  when  J wanted  to  bring  some  money 
f»  nn  there.  I,  therefore,  asked  him  to  leave  his 

II  oney  with  me,  and  that  he  should  receive  it 
li  an  my  father  in  Pontus,  thinking  it  would  be  a 
g rat  advantage  not  to  hazard  my  money  in  a 
V'  yage,  at  a time  when  the  Lacedanuoniaiis  were 
11  isters  at  sea.  This  1 think  is  no  proof  at  all 
tl  at  1 had  no  money  here.  On  the  contrary,  my 
tr  lusaetion  with  Stratocles  is  the  very  best  proof 
tl  It  I had  money  in  his  hands.  For,  when  Stra- 
tt  *les  asked  me  w'iio  was  to  pay  him  his  money  if 
in  / father  would  not  do  what  was  ordered  in  the 
le  ter ; or,  if  lie  came  back  here,  and  did  not  find 
m *,  1 took  him  to  Pa.siou,  who  promised  that  he 
w add  pay  him  principal  and  interest.  And  will 

u believe  that  he  would  so  easily  have  made 
lii  uself  liable  for  so  much  money,  if  I had  had 
lu  iie  deposited  with  him 

^\'e  have  quoted  this  pas.sage  at  length,  because 
it  IS  the  only  oue,  we  believe,  that  was  ever  | 
br  .light  forward  to  prove  that  the  Greeks  used  i 
bi  Is  of  exchange.  And  some  writers  faucy  that 
th  y can  discover  in  it  that  tiie  Greeks  habitually 
us  d them.  Put  we  think  that  it  will  not  war- 
ra:  t any  such  conclusion.  Granting  that  it  does 
be  r a resemblauce to  drawing  a billon  his  father 
at  Pontus,  the  particularity  with  which  it  is 
dc  ailed,  seems  to  us  to  i>rovc  that  it  was  au 
iso  ated  transaction,  which  it  was  necessary  to 
do:  lil  at  full  length  to  the  judges.  If  the  custom 
of  Irawing  bills  on  foreign  cities  were  well  known, 
it  • .'ouhl  have  been  stated  in  much  shorter  terms. 

reuver,  there  is  uot  in  the  original  Greek  a 
sin  ;le  word  M’hich  bears  a technical  siguitication, 
sue  1 as  draft,  or  bilL  To  argue  that,  because  on 
a s ngle  occasion  a man  gives  another  a letter  of 
ere  lit  on  his  father,  and  gets  his  banker  to 
gm  rautee  payment  of  it,  the  whole  of  the  iutri- 
cat ! system  of  bills  of  exchange  was  known  and 
coi  moiily  used  by  the  Greeks,  seems  to  us  very 
mil  -h  the  same  as  it  would  be  to  argue  that 
pri  itiiig  wjis  well  known  to  them,  because  some 
sill;  le  individual  may,  on  some  single  occasion, 
ha^  3 stamped  an  impression  on  parchment.  The 
uiit  Thnical  language,  and  the  particularity  with 
wli  .‘h  the  transaction  is  described,  seem  to  us  to 
she  V that  it  was  not  a usual,  or  well  understood 
tint  g.  AVe  therefore  conclude  that  what  evidence 
the  e is,  rather  tends  to  prove  that  the  Greeks 
wei  * Avholly  unacquainted  with  the  use  of  bills 
of  1 \chauge. 

J i Cicero  we  find  several  passages  which  speak 
of  ] emitting  drafts.  Thus,  Epht  ad  famil.  to 
Cai.  -fiiu.s  Salusiius.  “ Se  ait  curasse,  ut  cum 
qua  itu  i>oi)uli  pccuuia  permutaretnr  ” “ lie  says 
that  he  lias  taken  care  that  a draft  for  the  money 
shoi  Id  be  sent  (to  Home)  along  with  the  people’s 
shai  3 of  the  profit.”  So  when  his  son  is  going  to 
Ath  >113  he  writes  to  Atticus,  xii.  24,  “ Sed  quo3ro, 
quo.  illi  opus  erit  Atheuis,  permutariue  possit! 
an  )si  fereudum  sit.”— “ Put  1 wish  to  kuow 
M he  her  the  money  which  he  will  require  at 
Ath  ns  can  be  sent  by  a draft,  or  whether  he 
mus  carry  it  with  him.”  So  also,  xv.  15,  “Quare 
vein  1 cures,  ut  perimitetur  Atheims,  quod  sit  in 
anm  urn  sumptum  ei.”— “Wherefore  I wish  you 
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to  take  care  to  .^end  him  a draft  at  Athens  for  his 
yearly  expenses.”  So  als.>,  v.  15,  “Ut  vereor,  uc 
illud  quod  tecum  pennutavTi,  versun'i  inihi  sol- 
veudum  sit.’  — “ So  that  I fear  that  I must  borrow 
money  to  pay  the  draft  you  changed  for  me.”  So 
also,  “ Scripseras  ut  II.  S.  xii.  permutarot.”— 
“ You  had  writtmi  that  he  w'as  to  send  me  a draft, 

■ or  bill,  for  12  scstertia.” 

M.  Kouguier  (J)ea  leifres  de  change,  tVc.,  Vol. 
A p.  29)  quot<‘s  several  writers,  as  "Pernier, 
Savary,  Locrc,  who  deny  that  Pills  of  Exchange 
were  known  to  Roman  law,  in  which  they, 
as  well  as  Pothier,  Avho  says  the  same,  are  un- 
doubtedly right.  Put  some  of  them  also  as.sert, 
that  there  is  no  trace  of  their  existence  to  be  found 
in  Roman,  or  ancient,  manners  ami  customs,  but 
this  is,  undoubtedly,  going  too  far,  as  the  above 
extracts  from  Cicero  certainly  prove  that  Pills  of 
Exchange,  or  drafts,  were  known  and  use-d,  to  a 
limited  extent.  That  they  do  not  ap]M*ar  in 
Roman  jurisjuudence  is  no  proof  that  they  did 
not  exist  in  fact.  AVe  know,  as  a fact,  that  tliey 
existed  in  England  for  four  centuries  liefore  any 
case  on  them  found  its  way  into  our  law  hooks. 
It  cannot,  therefore,  we  think,  be  denied  that,  to  a 
certain  extent,  they  were  known  to  the  Romans. 
For  their  use  in  the  East,  see  Cukrencv,  PapEu. 

10.  The  period  of  the  invention  of  bills  of  ex- 
change in  Europe  in  modern  times,  is  als<»  some- 
what obscure.  Air.  Fortune,  indeed,  says  that 
they  were  in  use  in  1 1 60,  but  lie  does  not  give  any 
authority  for  this,  and  we  have  uot  been  able  U* 
discover  any,  A host  of  writers,  hoM'ever,  have 
adopted  the  conjecture  that  they  were  invented 
by  the  JoAvs  in  1181,  upon  their  expulsion  from 
I ranee  by  Philijipe  Augoiste.  The  Jews  were 

I the  earliest  nioiiry-dealers  in  Christeudom,  and 
hence  it  is  natural  to  ascribe  all  improvements  in 
money  dealings  to  them.  M.  Nouguier  quotes  the 
opinion  ol  Cleirac,  Savary,  Forlxmnais,  Pernier, 
Toubeau,  Gregoire,  Pishop  of  Plois,  Montesquieu, 
Voltaire,  Auquetil,  Isarnbert,  Salvador,  Merlin, 
Capefigue,  Rigaudier,  that  bills  of  exchange  were 
invented  by  the  dews  at  that  epoch,  and  adopts 
that  opinion  himself. 

11.  Nevertheless,  a critic  must  not  suffer  liis 
eyes  to  be  dazzled  by  the  multitudes  of  conjec- 
tures even  of  eminent  men.  Conjectures  are  no- 
thing but  coujectiires,  Avhatever  the  numbt*r  or 
cmiueuce  of  the  persons  may  be,  who  transmit 
them  from  one  to  another.  Amongst  all  these 
AvritCTS,  then,  as  far  as  we  can  see,  not  one  has 
adduced  a single  fact,  or  any  historical  evidence, 
to  support  this  conjecture.  JIoAvever  probable  it 
may  be,  therefore,  that  the  Jews  mav  have  in- 
vented them,  we  must  yet  try  if  avc  cau  discover 
any  solid  basis  of  facts  to  lielp  us. 

12.  Now,  in  the  first  place,  it  appears  to  us 
that  those  Avriters  who  have  attributed  the  inven- 
tion of  bills  of  exchange  to  the  Jcavs  on  this  occa- 
sion, have  not  Avell  considered  the  nature  of  an 
exchange.  They  appear  to  suppose  that  a body  of 
persons  being  cx]»elled  from  a country  en  /w«.w, 
can  transmit  their  effects  by  bills  of  exchange. 
Put  this  is  evidently  an  error.  Pills  of  exchange 
arise  out  of  reciprocal  debts.  There  must  be  a 
retransmission,  as  well  as  a transmission,  to  com- 
plete the  circuit  as  Ave  may  say.  lu  order  that 
ail  exchange  may  exist  betAveen  any  two  places, 
there  must  be  a an  cII  organized  correspondence' 
and  mutual  dealings,  which  we  do  not  think  there 
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is  any  evidence  to  jirove  existed  in  those  times. 
Pills  of  exchange  originate  out  of  ])eaceful  dealings 
and  in  quiet  times,  and  not  in  turbulent  disorders. 

13.  In  the  next  place,  aa'c  must  regard  the 
name.  The  original  name  for  bills  of  exchange 
is  litter(E  Cambitorim  or  money  dealers’  drafts, 
ill  modern  phrase,  bankeris  drufta.  It  is  perfectly 
clear,  then,  that  bills  of  exchange  originated  Avith 
the  Camhitores.  Noav,  no  oue  alleges  that  the 
Cambitores  Avere  exclusively  Jcavs.  The  Cam- 
bitores  were  iiersous  Avho  originally  kejit  tables 
in  the  cathedrals  for  the  exchange  of  money  of 
foreigners  Avho  came  to  Avorship.  Now  if  bills  of 
exchange  had  originated  Avith  the  Jews,  we  should 
naturally  have  expected  them  to  be  called  by  some 
name  indicative  of  their  origiu.  Usury  was  not 
permitted  to  Christians,  but  it  Avas  to  Jcavs,  and 
lienee  it  was  called  Juduiamus.  Ileuce,  if  bills 
had  been  invented  by  the  Jcavs,  we  might  have 
expected  them  to  be  called  litterm  Jadaiae,  or 
something  of  that  sort.  Noav,  their  name  indi- 
cates their  origiu  very  clearly,  and  it  does  uot 
point  to  the  Jews,  but  to  the  Cambitores. 

14.  Having  thus  sUgavu  the  persons  Avith  whom 
bills  most  probably  originated,  Ave  must  next  en- 
deavour to  fiud  some  historical  evidence  as  to 
when  and  hoAv  they  originated. 

The  power  and  the  arrogance  of  the  Popes  had 
long  been  increasing,  till,  in  the  time  of  the  cru- 
sades, they  claimed  the  general  poAver  to  tax  all 
Christendom  to  support  them,  and  iu  process  of 
time  they  scut  their  oavu  agents  to  collect  the 
money.  These  agents  were  correspondents  of  the 
Italian  Cambitores.  In  the  middle  of  the  12th 
century,  the  merchants  of  Florence  took  up  the 
business  of  money  dealing  to  a great  extent,  and 
their  example  was  soon  imitated  by  other  Italian 
cities,  such  as  Lucca,  Sienna,  and  especially  the 
Lombard  cities  of  Milan,  Placentia,  and  Asti. 
Cahors,  iu  France,  Avas  also  remarkable  for  its 
inoiictary  transactions.  AA'herever  the  Pope’s 
taxes  were  to  be  collecte<l,  these  bankers  sent 
agents  to  collect  the  money,  and  they  also  advanced 
money  at  hcaA-y  interest  to  those  who  required 
it.  In  the  countries  nearer  Rome,  these  persons 
Avere  established  first.  AVe  have  the  exact  date 
when  they  first  came  into  England.  In  1229, 
the  Pope  sent  his  chaplain  Stejihen,  and  a 
nuncio,  into  England,  to  demand  a tenth  part  of 
all  the  moveable  goods  of  all  persons,  lay  as  well 
as  spiritual,  in  England,  Ireland,  and  Wales,  to 
support  his  war  against  Frederick.  A Parlia- 
ment wjis  held  to  consider  this  ilemand.  The 
foolish  king  had  already  agreed  to  it,  but  the  lay 
lords  indignantly  refused  to  subject  their  laiiis  to 
the  Pope.  The  ecdesiastic-s  hoAA’cvcr,  after  con- 
Biderable  grumbling,  were  obliged  to  yield,  from 
fear  of  excommunication.  The  nuncio  then  ex- 
hibited the  letters  authorising  him  to  collect  these 
tenths.  The  strictest  A'alnation  Avas  made  of 
church  property.  Many  of  the  Bishops  Avere 
obliged  to  pawn  their  church  ornaments  and 
ve.ssels,  and  to  borroAv  money  at  heavy  interest 
from  merchants  Avho  had  come  in  Avith  the  nuncio 
for  this  A'cry  purpose.  These  Averc  the  Caursini, 
or  Cahorsiiii,  bankers  of  Cahors.  {IloUn.<ihed, 
Vol.  II.  p.  364,  Edit.  1807).  These  bankers 
exacted  such  heavy  interest  that  they  excited  the 
people  against  them.  Holinshed  says,  “ This 
year  (1235),  the  Bishop  of  Loudon  pronounced 
the  sentence  of  excommunication  against  certain 


usurers,  called  Caorsini.  Bnt  because  the  said 
usurers  shadoAved  themselves  under  the  pretext 
of  the  Pope's  merchants  (as  they  nametl  them- 
seh'cs),  they  prevailed  so  much  by  the  favor  of 
the  Court  of  Rome,  that  the  said  Bishop,  being 
j sick  and  feeble,  was  cited  peremptorily  in  the 
' parts  beyond  the  seas,  before  judges  chosen  forth 
I by  the  same  usurers,  to  make  ansAA'cr  for  such 
j high  injury  as  he  had  done  the  Pope’s  fiictors.” 
In  1251,  the  Caorsini,  avIio  had  bought  large 
houses  in  London,  Avore  again  attacked.  Tliey 
were  cited  by  the  King  for  taking  unlawful 
usury;  some  were  fined  and  imprisoned.  The 
rest  hid  themselves,  and  at  last  were  alloAved  to 
continue  their  business  on  paying  heavy  compo- 
sitions. The  prelates,  howcA^er,  did  not  dare  to 
attack  them,  a.s  they  Avere  under  the  protection  of 
the  Pope.  The  Jcavs  rejoiced  to  see  them  treated 
in  the  same  manner  as  themselves, 

15.  AYe  need  not  multiply  notices  of  these  per- 
sons, which  are  abundant  enough  after  this  date. 
There  is  almost  au  absolute  certainty  that  Bills  of 
Exchange  Avere  invented  by  these  pensons.  AVc 
have  here  what  is  exactly  Avaiited — a Avell  organ- 
ised system  of  correspondence.  And  Ranke 
bears  out  this  opinion.  He  says,  {Geshichte  dev 
li'Ominche  Papste  Vol.  1,  j>.  404,  Edit.  1838.) 
“AATnin  man  bemerkt  hat  das  die  AA'echselges- 
chiifte  des  Mittelalters  ihre  Ansbildnug  hanpt- 
saehlich  dcr  Natnr  der  piipstlichen  Eiukuuftc  ver- 
danktea,  die  in  aller  AATlt  fiillig,  von  alien  Seiten 
andie  Curie  zu  ubermachcu  Avaren.”— “ As  it  has 
been  observed  that  the  business  of  exchange,  or 
banking,  in  the  middle  ages,  received  its  chief 
extension  from  the  nature  of  the  pa]>al  revenues, 
Avhich,  falling  due  throughout  the  AA  orld,  hud  to 
be  remitted  from  all  (luarters  to  the  Curia.” 

16.  M.  Nougnier  cites  the  Statutitm  Arenionense 
of  1243,  de  litteris  camhii,  and  also  from  Nicolai  do 
Passeribus,  a law  of  A'enice,  in  1272,  de  litteris 
camhii.  Noav  if  they  Avere  merely  a secret  inven- 
tion of  the  JcAA's,  we  cannot  think  that  they  would 
so  soon  have  become  known  to  their  enemies,  or 
been  publicly  recognised  by  them. 

17.  Hence  Ave  see,  that  originally  a bill  of  ex- 
change was  a banker’s  draft,  addressed  from  a 
person  in  one  country  to  some  one  in  another, 
AAiiose  business  it  was  to  exchange  foreign  money. 
From  these  persons  it  naturally  spread  to  com- 
merce, but  at  what  time  does  uot  appear.  The 
oldest  bill  of  exchange  knoA\n  to  exist  is  quoted 
from  Baldo  by  Nougnier.  It  Avas  draAA'n  probably 
in  13S0,  in  the folloAving terms  ; — “ Al lutmede  Dio, 
Amen.  A di  primo  di  Fehrnario  MCCCLXXXI^ 
pagate  per  qncsta  pnmn  lettera  ad  usanza,  da  roi 
niedesimo  libre  43  de'  grossi,  sono  per  camhio  de' 
ducati  440,  che  questi  chi  hone  recemtoda  Sejo  el 
Compagni  attramente  le  pagate."  Another  is 
quoted  by  Capmaiiy  of  1404,  Avhich  Avas  druAvii 
by  a Luccese  merchant  of  Bruges  on  his  corre- 
spondent at  Bai'cclona,  and  iiegociatcd  by  him  iu 
Brnges.  AA'heu  the  bill  Avas  presented  for  payment 
in  Barcelona  it  Avas  dishonoured.  In  neither  of 
these  bills  are  there  any  Avords  of  negotiability, 
yet  Ave  find  that  one  aa'us  negotiated,  Avhence  we 
may  conclude  that  the  practice  of  negotiating 
them  sprung  nji  long  before  it  Avas  recognised  on 
their  face. 

18.  The  time  Avhen  bills  Avorc  made  nego- 
tiable has  been  much  disputed.  Several  authors 
attribute  it  to  Cardinal  Richelieu,  1620 — 1642. 
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J nd  in  this  opinion  Xouguier  a^ocs.  But  if  it 
i meant  to  affirm  by  this  that  IMclielicn  first  made 
i istriiments  of  credit  assignable,  this  is  clearly  : 
a mistake.  I*  or  in  a bill  of  exchange  quoted  by  j 
I aM  son  {llistury  of  Jiunkintr^  p,  3g)  of  the  date 
1 >89,  the  power  of  negotiability  is  inserted  in  it.  ' 
“ itnesselli  this  jiresent  bill  of  exchange,  that  ' 
I Bobert  Anderson,  merchant  of  the  city  of 
1 ristoM'c,  do  owe  unto  Thomas  Mun,  merchant 

0 the  said  city,  the  sum  of  100  ducats;  I sav  j 

1 O ducats  of  current  money  of  Spain,  account-  | 

11  g after  1 1 rials  of  plate  to  the  ducat,  to  be  paid 
u to  the  said  1 homas  ^lun,  or  his  lo  davs 

a rer,  &c."  It  is  remarkable,  however,  that 
IV  alynes,  in  16*i‘2,  says  {p.  270,  Edit  1686).— 

“ Neither  can  you  make  a bill  of  exchange  pay-  ' 
a'  le  to  the  bearer,  or  bringcr  thereof,  (as  you  ^ 
mike  your  bills  obligatory bevond  the  seas,)  to 
a'  oid  the  inconvenience  which  might  happen  in  ' 
d)  rogation  of  the  nobleness  of  the  said  bill  of 
r?  change,  which  every  merchant  is  to  maintain  ” 

B It  in  the  forms  of  bills  given  by  Marius,  writing 
in  1654,  theword.s  “or  assigns,*’ and  “or  order” 
at » introduced  in  the  bill.  Moreover,  Malvnes, 
in  his  Lpx  Mercatorin,  (1622),  gives  a full  account 
of  the'bills  of  credit,  which  had  been  long  used 
in  Holland  which  were  payable  to  bearer.  | 

19.  For  a long  time  bills  of  exchange  were  ! 

CO  ifined  to  what  their  name  indicated,  namely 

bi  Is  drawn  in  one  countr)^  to  be  paid  in  tlie 
ra»  ney  of  another.  The  Common  Law  of  Enf- 
lai  d,  which  inflexibly  forbade  the  assignment  of 
a I ebt.  was  of  course  a bar  to  their  introduction 
ini  England.  But  the  custom  with  respect  to 
foi  Mgn  bills  was  adopted  by  it,  to  facilitate  foreign 
trr  ie.  It  was  long  before  the  transfer  of  intenial 
de  *ts  was  adopted.  At  last  it  was  adopted  be- 
tw  *en  London  and  York,  and  London  and  Bristol. 

T1  us  the  custom  of  inland  bills  of  exchan'^e 
bej  an.  But  it  was  still  confined  to  different 
to^  ns,  and  for  a long  time  it  was  essentia!  that 
a i 11  should  be  drawn  in  one  town  upon  another. 

At  last  transferable  bills  were  introduced  bo- 
twten  persons  in  the  same  town,  or  between  ^ 
wh  (lesale  dealers  and  retail  dealers,  and  these  * 
did  not  assume  the  form  of  bills  of  credit,  as 
we  should  expect  they  naturally  would  have  done, 
as  a Holland;  but  they  still  detained  the  form 
ot  . bill  of  exchange,  as  that  was  already  toler- 
ate. by  law.  Thus  by  striking  otf  one  limitation 
aftc another,  they  have  gi'adually  become  what 
the  ■ are  now,  merely  an  order  from  one  person 
to  J nother  to  pny  money,  and  thev  have  thus  lost 
all  race  of  their  etymological  origin. 

2 ).  Having  thus  traced  the  origin  and  history 

of  . blls  of  Exchange,  and  explained  their  legal 
ess(  itials,  we  shall  now  proceed  to  investigate 
thei  ■ nature,  and  the  functions  they  perforin  in 
Pol  tical  Economy.  We  shall  also  shew  in  wiiat 
the:  resemble,  and  in  what  they  ditfer  from 
Bill  of  Lading.  ’ 

2 . Several  very  able  'UTiters  on  Political 
Eco  loni}',  seeing  that  Bills  of  Exchange  are  ex- 
pre.^  ;ed  to  be  payable  in  money,  and  tliat  thev 
circ  late  by  indorsement,  whicli  transfers  the 
ngh  to  demand  the  money  they  are  said  to  rc- 
presmt;  and,  also,  seeing  that  Bills  of  Lading 
are  pyen  m reference  to  certain  goods,  and  that 
they  circulate  by  indorsement,  and  transfer  the 
ligh  to  demand  certain  goods,  Iiave  drawn  the 
cone  usiou  that  they  are  of  the  same  natiu*e,  and 


are  to  be  classed  together.  They  even  give  them 
the  name  of  JivHtious^  or  representative  valne.s,  in 
oiiposition  to  money,  as  a real  value,  ami  they 
define  credit  to  he  the  mobilisation  of  fixed  pro- 
jterty.  Ihc  same  writers,  admitting  that  money 
IS  not  a sign,  or  representative  of  value,  but  an 
independent  substantive  article  of  value. 

22.  Nevertheless,  tliis  is  an  error  of  the  most 
fatal  nature.  It  i.s  one  of  the  most  inomentons 
consequence  in  Political  Economy.  It  is  just  one 
of  those  examples,  which  are  to' be  met  with  in 
so  many  sciences,  in  which  deceptive  superficial 
resemblances  are  to  bo  carefully  guarded  against ; 
and  fur  the  true  analogy  we  must  penetrate  decj> 
below  the  surface,  and  we  shall  find  it  beneath  a 
seeming  opposition. 

2d.  Money  and  instniments  of  credit  are 
homogeneous — they  are  not  si^rns  or  representa- 
tives of  value,  but  independent  substantive 
entities. 

Bills  of  Exchange  and  Bills  of  Lading  are  not 
homogeneous.  Bills  of  Exchange  are  indepemlent 
entities;  Bills  of  Lading  are  not  independent 
entities,  but  only  signs  or  representatives  of 
value.  Bills  of  Exchange  are  not  signs  or  re- 
presentatives of  value. 

24.  In  order  to  explain  this  clearly,  we  must 
shortly  state  the  changes  of  opinion  which  have 
prevailed  with  respect  to  the  nature  of  money. 

When  men  began  to  speculate  on  the  nature  of 
money  in  modern  times,  they  adopted  what  is 
called  the  Mercantile  System.  They  thouglit  that 
gold  and  silver  were  the  only  species  of  wealth, 
and  that  the  only  way  to  enrich  a nation  was  to 
heap  up  as  mu(  h gdld  and  silver  as  possible. 
The  fable  of  Midas  is  an  exemplification  of  this 
craze. 

No  sooner  were  men  convinced  of  the  folly  of 
this  opinion  than  they  rushed  into  the  opposite 
extreme.  They  then  denied  that  money  was 
wealth  at  all.  They  considered  wealth  exclu- 
sively to  consist  in  commodities;  and  because 
they  were  to  be  had  in  exchange  for  money,  they 
considered  money  to  be  merely  the  sif^n  or  repre- 
sentative of  wealtli,  or  value.  They  then  said  tliat 
as  money  was  merely  the  sign  of  wealth,  that  it 
was  of  no  consequence  what  material  it  was  made 
of.  They  then  considered  that  it  might  be  made 
of  any  material  of  no  value,  such  as  paper,  and 
that  as  much  money  might  be  created  as  W(uild 
represent  all  the  wealth  in  the  country.  They 
maintained  that  so  long  as  it  represented  some 
article  of  value  it  could  not  be  depreciated.  I’liis 
was  the  basis  of  Law’s  theory  of  money,  wliicli 
proposed  to  create  a jiaper  currency  to  represent 
all  tlie  land  in  the  kingdom.  The  history  of  ex- 
periments, founded  on  this  doctrine,  may  be  seen 
in  the  articles  Assignats,  and  Banking  in 
1' RANCE,  in  this  Dictionary.  This  idea  is  also  at 
the  root  of  those  false  theories  of  credit  which  arc 
so  prevalent  at  the  present  day,  of  mobilising  all 
the  property  of  the  country,  and  coining  the 
public  lunds  into  I'fiper  enrrenev. 

25.  Midas  and  Jolin  Law  aVe,  therefore,  tlie 
two  poles  of  ciirnmcy  crazes.  Turgot  was  the 
person  who  recalled  the  world  to  sober  sense. 

He  siiCAved  that  money  was  neither  exchisively 
wealth,  nor  was  it  uotliing,  or  only  a sign  of  wealth. 

He  shewed  tliat  money  was  sim'ply  an  article  of 
value,  like  any  other  article,  and  that  it  was  not 
a sign  of  wealth,  but  an  independent  value,  just  as 
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anything  else  was.  And  this  doctrine,  that  money 
was  simply  an  article  of  independent  value,  be- 
came the  corner-stone  of  true  Political  Economy. 

26.  But  though  this  doctrine  of  Turgot's  was 
an  immense  step  gained,  still  he  did  not  ob-  , 
tain  the  fundamental  conception  of  the  nature  of 
money.  For  though  it  is  true,  it  doc.s  not  exitlain 
the  true  function  that  money  performs  in  economy, 
it  docs  not  shew  how  much  money  is  required. 
Aristotle,  in  former  times,  obtained  the  true  con-  j 
ceptiou  (Aristotle).  He  observes  that  Society 
is  held  together  by  mutual  exchanges  of  services. 
AVheu  two  services  performed  are  equivalents, 
there  is  no  need  of  money.  But  if  a person  does 
a service  to  another,  and  requires  no  immediate 
service  in  return,  he  requires  something  that  M'ill 
enable  him  to  obtain  that  service  at  some  future 
time,  when  he  may  require  it.  This  conception, 
as  we  have  shewn  (Currency),  has  also  been 
seen  by  other  writers,  and  especially  by  Bastiat 
(Bastiat),  and  it  is  the  liasis  of  our  own  theory 
of  money.  Hence,  leaving  out  of  consideration 
at  present,  Iioav  money  is  obtained,  and  the  quan-  j 
tity  of  it  required  to  perform  any  particular  duty,  > 
we  obtain  this  great  fundamental  conception,  that 
money  is  the  representative  of  services  due  to 
the  owner  of  it.  It  is  the  proof  and  the  measure 
of  services  having  been  performed  by  the  owner 
of  it,  for  which  he  has  received  no  equivalent 
service.  And  J.  B.  Say  means  exactly  the  same 
tiling  when  he  says  that  a sale  is  a demi-exchange. 
(Say,  Jean  Baptiste).  Hence  we  see  that 
money  is  in  its  nature  general  credit,  as  Burke 
called  it,  (Burke,)  or  a general  bill  of  exchange, 
as  Adam  Smith  calls  it.  (Smith,  Aoam).  Hence 
money  is  the  proof  of  past  services,  it  is  the 
representative  of  deiit. 

27.  Now  we  have  shewn  under  Credit,  that 
as  the  future  productivity  of  the  earth  is  an  eco- 
nomical element,  which  may  be  bought  and  sold ; 
so  also  the  future  productivity  of  each  indivi- 
dual is,  too,  an  economical  clement,  Avhich  may 
be  bought  and  sold.  It  ma}’be  brought  into  com- 
merce, like  any  other  merchandize,  and  the  por- 
tion of  it  which  is  brought  into  commerce  is 
called  credit,  and  is  usually  represented  by  bills 
of  exchange. 

28.  Thus,  not  only  may  a man  trade  with  money 
which  is  tlie  fruit  of  his  past  service.s,  but  also,  be 
may  trade  with  his  expectathm  of  performing 
future  services.  Now,  as  we  have  shewn  that 
each  man's  future  productivit}'  is  an  econo- 
mical element,  it  must  be  capable  of  being 
measured.  And  the  unit  of  measurement  is  his 
capacity  to  pay  XlOO  one  year  hence.  Thus  a 
trader’s  promise  to  pay  £100  one  year  hence  is 
the  unit  adopted  in  measuring  his  credit;  and 
this  is  bought  and  sold  in  commerce  just  in  the 
same  way  as  a pomul  of  butter,  or  a quarter  of 
corn.  The  price,  however,  is  expressed  some- 
what differently.  When  a commodify  is  bought, 
the  quantity  of  money  given  for  the  article  is 
named.  AVhen  debts  are  bought,  it  is  usual  to 
mention  the  difference  between  the  money  jiaid 
and  the  amount  of  the  debt,  and  this  is  called  the 
discount  Thus,  if  a banker,  or  bill  broker,  buys 
a merchant's  promise  to  pay  £100  one  year  hence 
for  £97,  it  is  said  to  be  £8  per  cent,  discount. 

29.  Now,  when  a person  sells  goods,  or  docs  a 
service  to  another,  and  receives  money  in  pay- 
ment, it  is  quite  evident,  as  several  eminent  eco- 


nomists have  seen,  that  it  is  only  a dcmi-cx- 
change.  Tlie  person  who  receives  the  money  has 
not  received  any  equivalent  service  in  return,  but 
only  the  right  of  demanding  one  at  some  future 
time  from  any  trader  he  jileases.  Thus  he  has 
received  an  instrument  general  power. 

Now,  let  us  suppose  that,  instead  of  money,  lie 
receives  a bill  of  exchange  for  tlic  gciods  sold  or 
the  service  done,  it  is  quite  clear  that  he  is  in  the 
same  position  as  in  the  former  case,  so  far  as  this : 
he  has  done  a service,  the  value  of  which  is  mea- 
sured by  the  sum  promised  to  be  paid  on  the  face 
of  the  bill,  and  which  he  may  demand  at  the  spe- 
cified time  from  the  specified  person. 

Hence  it  is  quite  clear  that  in  the  hands  of  the 
holder  of  the  money  or  bill,  the)'  denote  exactly 
the  same  thing.  They  are  the  proof,  the  measui  e, 
and  the  record  of  services  due  to  him  for  services 
performed.  The  difference  is  that  one  is  a^^K^- 
ral  power,  and  the  other  a special  or  particular 
power.  But  it  is  quite  clear  that  they  are  homo- 
geneous in  this : — they  both  represent  dehU  and 
not  any  particular  goods  or  commodities,  although 
they  are  exchangeable  for  them. 

29.  Thus  in  the  hands  of  the  holder  they  are 
each  independent  substantive  entities,  and  are 
reckoned  separately  in  the  nmouiit  of  Ms  pro- 
perty. Thus  even  ]\Ir.  Thornton  ( Inquiry  into  the 

\ nature  and  effects  of  paper  credit,  p.20),  in  cmi- 
raerating  the  capital  of  merchants,  includes  in  it 
“ debts  due  to  our  traders  for  goods  sold  and  de- 
livered by  them.”  Thus  it  is  fully  admitted  by 
Mr.  Thornton,  that  an  instrument  of  credit  is 
capital  when  in  the  hands  of  the  holder.  This, 
one  would  imagine,  admits  that  credit  is  capital. 
But  so  far  from  admiltiug  the  general  proposition 
that  credit  is  capital,  he  strenuously  denies  it. 

The  common  argument  used  to  shew  that  credit 
is  not  capital  is  this,  as  given  by  Mr.  Tlioriitou  : 
“Paper  constitutes,  it  is  true,  an  article  on  the 
credit  side  of  the  books  of  some  men,  but  it  forms 
an  exactly  equal  item  on  the  debit  side  of  the 
books  of  other  men.  It  constitutes,  therefore,  ou 
the  whole,  neither  a debt  nor  a credit.”  There- 
fore it  is  nothing. 

30.  Now  this  argument  looks  somewhat  spe- 
cious, but  let  us  investigate  it  a little  closer.  Sup- 
pose John  Smith  sells  a horse  to  AVilliam  Robins, 
but  does  not  deliver  it,  and  lets  it  stand  in 
his  stables.  Now  let  each  of  them  make  up  his 
books.  It  is  quite  clear  that  William  Robins 
would  add  the  horse  to  what  he  had,  and  John 
Smith  would  subtract  the  horse  from  what  he 
had.  Therefore  the  horse  would  stand  as  a credit 
in  one  man’s  book,  and  a debt  in  another's  book, 
therefore  the  horse  is  nothing! 

31.  In  fact  tlie  error  is  a very  specious  one, 
but  it  is  one  of  the  greatest  importance,  and  de- 
mands explanation. 

The  argument  is  that  as  soon  a.-=  a merchant  has 
accejded  a bill  at  three  months,  say,  he  is  in  debt, 
and  the  bill  must  be  subtracted  from  his  property. 

This  is  a great  error  in  fact  and  in  law. 

If  a farmer  takes  a farm,  and  agrees  to  pay  a 
yi'aiiy  rent  for  it,  he  may  bo  considered  as  having 
accepted  a series  of  bills  payable  annually.  But 
no  one  would  ever  say  that  because  a farmer  has 
agi’ced  to  jiay  rent  a year  hence,  that  lie  is  in  debt 
at  the  present  time,  and  that  that  rent  is  to  be 
subtracted  from  the  present  amount  of  his  pro- 
lierty,  or  that  it  is  any  diminutiou  of  his  property. 
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It  is  quite  clear  that  the  future  rents  stipulated 
t.  be  pal»j,  are  meant  to  be  paid  out  of fntare  iwo^ 
Jit  which  are  yet  to  be  produced. 

32.  The  merchant  who  buys  g:oods  at  three 
in  niths  credit,  and  .accepts  a bill,  is  just  in  the 
5.1  ne  position  as  the  farmer.  Jle  is  not  hi  debt. 
Jt  a landlord  were  to  sue  a tenant  for  rent  due  a 
yt  ir  hence,  he  would  be  laughed  at.  So  if  any 
01  :•  were  to  sue  a merchant  on  a bill  not  pavable 
to  three  months,  he  would  lose  his  suit.  It  is  a 

11  recognized  rule  of  law,  that  credit  nnexpired 
m V be  pleaded  wider  the  general  hme,  which 
be  ng  interpreted  in  the  vulgar  tongue,  means  that 
a I lan  is  not  iu  debt  until  the  time  for  payment 
ar  ives. 

t3.  The  error  is  easily  explained  by  reference 
to  :he  ditference  between  Arithmetic  and  Al-r^-bi-a. 
J.o  ns  suppose  that  a man  were  to  set  otf  to  walk 
fre  u London  to  Brighton,  and  we  were  told  that 
he  had  walked  (15—10)  miles  to  Brighton.  If 
we  were  to  consider  the  matter  simply  in  an 
ari  hmetioal  point  of  view,  we  should  sav  that  he 
na(  merely  walked  live  miles  towards  Lri^liton 
am  that  was  all  he  had  walked.  If  it  was  said 
tha  that  he  had  walked  (10—15)  miles  to  Jlritrh- 
ton  it  would  iu  Arithmetic  be  sheer  nonsense,*^ as 
the  e ai-e  no  absolute  negative  quantities  in 
Arj  hmetic. 

. b— -But  if  n e look  at  it  in  an  Algebraical 
vie  r,  the  case  is  very  different.  For  then  4-  and 

fierely  mean  opposite  directions,  or  opposite 
qua  dies.  If  we  were  to  interpret  the  expression 
thai  a man  had  walked  (15— lO)  miles  towards 
Fn  hton,  it  would  mean  that  he  liad  talked 
httt  n miles  Brighton,  and  ten  miles  hack 

aga  XX  from  Brighton.  The  result  would  be  the 
sam  j as  in  the  former  case,  he  would  be  five 
nubs  nearer  Brighton  than  when  he  started,  but 
Jie  vouhl  have  actually  walked  twenty-live  miles 
So  i * we  were  to  say  that  he  had  walked  (JO— 15) 
inih  s to  Brighb>n,that  would  mean,  Algebraically 
that  he  had  walki^ii  ten  miles  towanls  Bri('*hton' 
and  :hen  fifteen  miles  in  the  opposite  diri^tion! 

I ha  IS,  he  would  have  pa.sse<l  through  London 
and  rone  rive  miles  on  the  other  side.  He  would 
then  be  five  miles  further  off  from  Brighton  than 
whe  i he  started,  still  having  actually  walked 
twei  ty-five  miles. 

35  Thus,  in  riiysical  Science,  the  signs  + and 
- a *e  used  to  nu‘au  any  opposites,  no  matter 

whai . If  a line  drawn  in  one  direction  is  posi-  * 
tive,  then  one  drawn  in  the  opposite  direction  is 
m‘ga  i\e.  If  a force  pulling  in  one  direction  is 
posit  \e,  then  a force  pulling  in  the  opposite  di- 
recti  -u  IS  negative,  and  so  on  through  all  oppo- 
sites and  especially,  in  Physical  Science,  if 
time  Htsi  ixpoxttive,  ti.me  future  is  negative. 

36  In  Arithmetic,  absolute  negative  quantities 
have  no  existence,  but  in  Physical  Science  ne-^a- 
tivc  ( nantitics  have  a real  existence,  and  areln- 
depci  dent  entities.  Just  as  much  as  positive  ones. 

In  P lysical  Science  quantities  extend  on  boili 
eides  if  zero  to  infinity,  the  one  side  i>ositive  and 
the  0 her  negative,  but  both  equally  real. 

37.  Thc>e  views  turnish  us  with  a manifest  * 
soliiti  >n  ot  the  points  we  arc  disciissinf^.  If 
mone  which  represents  a past  exchange,  or  i>ast 
ecrvne  rendered,  is  positive,  an  iiistrumciU  of  ' 
credit  which  is  negative,  represents  a service  to 
be  rei  deivd,  or  an  exdiange  which  is  to  he  made. 
Ami  t us  has  a real  existence,  and  is  au  economical 


I element,  Just  as  much  as  the  former.  Thus  Po- 
! litical  Economy,  like  Physical  Science,  deals  with 
I positive  and  negative  quantities;  the  funner  re- 
^ presenting  past  time,  the  other  future  time,  both 
I having  equally  a real  existence. 

, 38.  Thus  if  a merchant  buys  goods  for  X75  at 

three  months’  credit,  which  he  expects  to  sell  at 
XI 00,  his  property  would  be  estimated  thus— 

I XlOO  — X75. 

! which,  being  interpreted  according  to  the  M-ay  we 
have  been  illustrating,  means  that  ho  has  made 
an  exchange  for  XlOO,  and  that  he  is  bound  to 
make  a future  exchange  for  £75.  Js^ow  it  may 
be  true  that  the  net  result  to  him  is,  that  he  is 
worth  £25,  but  yet  it  is  qiiitcclear  that  the £100, 
and  the  £75  are  each  sejiarute  and  independent 
elements,  and  must  be  reckoned  so. 

39.  AVe  now  see  the  analogy  between  Political 
Economy  treated  on  the  coiiceiition  of  Exchanges 
and  Physical  Sci.-ncc.  A bill  of  exchange  has  a 
real  independent  existence  exactly  analogous  to 
negative  quautitics  in  Physical  Science.  It  is  an 
independent  entity,  which  maybe  exchanged  just 
like  any  other  commodity.  If  money,  whicii  is 
positive,  represents  the  past  productiveness  of  the 
individual,  a bill  of  exchange,  which  is  negative, 
represents  his  future  productivity. 

40.  We  now  see  at  once  why  it  is  contrary  to 
the  very  nature  of  a bill  of  exchange  to  represent^ 
or  be  appropriated  to  any  spocitic  goods  or  money, 
as  a bill  of  lading  does.  Over  mid  above  the 
actual  quantity  of  goods,  the  future  productivity 
of  every  merchant  is  an  economical  element, 
which  may  be  bought  and  sold  as  any  other  mer- 
chandise, and  that  is  represented  in  commerce  by 
bills  of  exchange.  And  thus  the  fnmlainentfil 
analogy  between  money  and  instniments  of  credit 
is  clearly  apparent;  as  well  as  the  fundamental 
distinction  between  bills  of  exchange  and  bills  of 
lading. 

41.  And  this  furnishes  at  once  the  solution  of 
the  false  analogy  wiiicli  deluded  Law,  and  so 
many  others  since.  He  saw  that  a merchant’s 
obligations  might  greatly  exceed  the  quantity  of 

I his  cash,  and  therefore  he  thought  that  as  the*  in- 
strument of  credit  only  represented  money,  that 
other  paper  instruments  might  represent  xmy  other 
material  M'calth.  J*aper  instruments  of  credit  in 
this  country  exceed  the  cash  many  time.s,  but  an 
attempt  to  coin  only  a portion  of  the  land  of 
France  into  paper  nn>ney  produced  the  most  gi- 
gantic convulsions  (Assignats).  The  cam^e  of 
it  is  extremely  plain  ; credit  is  independent  pro- 
perty,  and,  like  many  other  species  of  property, 
may  greatly  exceed  iu  quantity  the  amount  of 
cash.  The  value  of  the  land  iu  England  many 
times  exceeds  the  ipiantity  of  cash,  so  also  the 
public  funds,  and  shares,  and  stocks  of  all  sorts. 
And  they  ouly  maintain  their  value  by  a certain 
po*’tion  of  each  being  offered  in  exchange  at  any 
time. 

42.  There  is  also  a further  curious  analogy  be- 
tween the  ojiiuiou  of  early  Algebraists,  and  those 
of  Folitical  Economists.  It  is  very  common  for 
the  latter  to  call  instruments  of  croiHt  fictitious 
values,  as  opposed  to  money,  which  they  call  a 
real  value.  U’hc  early  Algebraists  gave  the  very 
same  name  to  negative  (tuaiitities,  when  they 
Were  first  discover**d.  Every  one  knoAvs  that 
Algebra  gi’ew  out  of  Arithmetic  by  substituting 
general  symbols  for  figures.  The  inventors  of  it 
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found  that  they  had  constnictcd  a machine  much 
more  powerful  than  they  had  thought  of, and  which, 
in  many  cases,  brought  out  results  which  they 
could  not  explain.  These  were  negative  quantities, 
which  Cardan  called  rc.t,  or  <pstimaiiones  fict(p.,^\\A 
they  retained  this  name  even  so  late  as  Descartes. 
The  very  same  thing  ]>uzzled  the  Hindoos,  among 
whom  Algebra  was  indigenous.  They  could  not 
understand  the  existence  of  absolute  negative 
quantities.  It  is  now  well  agi'eed  that  they  re- 
present mcrelv  opposite  quantities  to  positive 
ones.  The  very  same  idea  is  familiar  in  book- 
keeping, where  the  terms  debtor  and  creditor 
are  used  to  signify  the  opposite  operations  of 
money  or  goods  received,  and  money  or  goods 
paid. 

44.  Hence  wc  arrive  at  the  great  doctrine  tliat 
bills  of  exchange  have  an  independent  real  exist- 
ence, and  that  they  are  analogous  to  negative 
quantities  in  Algebra.  This  doctrine^ — that  bills 
and  notes  are  independent  entities — is  perfectly 
well  known  to  every  lawyer.  Thus  Mr.  Justice 
Byles  says,  {Preface  to  Treatise  on  the  Law  of 
Bills  of'  Exchange,  ^t.)  « It  will  not,  perhaps, 
be  an  unreasonable  inference  that  the  bills  and 
notes  of  all  kinds,  issued  and  circulated  in  the 
Ignited  Kingdom  in  the  spice  of  a single  year, 
amount  to  many  hundred  millions,  and  that  this 
species  of  property  is  now,  in  aggregate  value, 
inferior  onlv  to  the  land,  or  funded  debt  ot  the 
kingdom.”  “Now  Sir  Barnard  Byles  would  never 
say.  nor  would  any  lawyer  say,  that  the  property 
in  bills  of  lading  amounted  to  a large  sum,  or  any 
sum  at  all,  for  the  simple  reason  that  they  have 
no  separate  existence  at  all,  but  are  mere  tickets 
on  the  goods  thev  represent,  and  are  jiart  of  them, 
Just  as  the  title-deeds  to  an  estate  are  not  separate 
property,  but  pai't  of  it, 

45.  So  also  in  a merchant’s  books  a bill  of  ex- 
change is  treated  and  valued  like  any  other  mer- 
chandize, but  no  oue  would  ever  treat  or  value  a 
bill  of  lading  as  separate  merchandize. 

One  source  of  confusion  arises  from  the  fact, 
that  because  bills  of  exchange  are  expressed  to  be 
payable  iu  money,  many  persons  conclude  that 
they  are  actually  paid  in  money.  Now,  under 
Banking  and  Credit,  we  have  shewn  that  tliis  is 
a very  great  error  indeed.  In  London,  ninetoen- 
tweutieths  of  commercial  bills  are  paid  not  by 
cash,  hut  by  the  creation  of  hank  Credits.  In  ordi- 
nary cases  the  system  of  bills  of  exchange  may 
go  on  for  ever  without  payment  in  any  coin  what- 
ever, but  no  one  ever  supposed  that  a bill  of 
lading  could  be  extinguished  by  anything  but  the 
delivery  of  the  actual  goods. 

46.  ‘AVe  shall  not  prolong  this  article,  which 
liJis  already  reached  so  great  a lenj^h,biit  we  may 
refer  to  the  one  on  Credit,  in  which  the  general 
doctrine  on  the  subject  is  more  fully  explained. 
This  article  is  meant  to  be  taken  iu  councctiou 
with  the  others  on  instruments  of  credit,  Bank 
Note,  Promissory  Note,  as  well  as  Avith  Biix 
OF  Lading,  and  Dock  AVarrant,  for  the  purpose 
of  exhibiting  the  fundamental  distinction  between 
negotiable  instruments,  Avhich  have  a superficial 
resemblance.  See  also  particularly  Baudril- 
eart;  Boccardo;  Cteszkowski;  Exchange; 
Garnieb,  Joseph;  Hill,  Edwin  ; Law. 

A Treatise  of  the  law  of  bills  of  exchange,  pro- 
missory notes.,  bank  notes,  bankers  cash  notes,  and 
cheeks.  By  Sir  John  Barnard  Byles,  one  of  the 
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Justices  in  the  Court  of  Common  Pleas.  Loudon, 
1858. 

A practical  Treatise  on  bills  of  exchange,  checks 
on  hankers,  promissory  notes,  bankers  cash  notes, 
hank  notes.  By  Joseph  Chi  tty.  London,  nume- 
rous editions. 

Summary  of  the  Late  of  hills  of  exchange,  cask 
hills,  and  promissory  notes.  Ba'  Sir  John  Bailey, 
Bart.,  one  of  the  Justices  of  the  Court  of  King’s 
Bench.  Sixth  edition,  by  G.  M.  DowdesAvell. 
London,  1849. 

Dcs  lettres  de  change  et  des  effets  dc  commerce. 
By  Louis  Nouguier.  Paris,  1851. 

BILL  OF  LADING,  AVhen  goods  are  ship- 
ped on  board  a vessel,  it  is  usual  for  the  mast^T 
to  sign  receipts  for  them  in  triplicate.  These 
may  be  sent  on  to  the  consignees,  resembling,  to 
a certain  extent,  Bills  of  Exchange.  They  may 
be  transferred  by  indorsement  any  number  of 
times,  and  the  property  of  the  goods  passes  Avitli 
the  Bill.  From  this  apparent  similarity  many 
writers  have  draA\Ti  the  must  erroneous coiiclusiuii 
that  Bills  of  Lading  and  Dock  AVarrants  (Dock 
AA’’.-\rbants)  are  in  all  respects  analogous  to  Bills 
of  Exchange,  and  they  call  them  by  the  common 
name  of  fictitious,  or  representative  values.  But 
this  is  an  error  of  the  most  momentous  nature  in 
Political  Economy.  AA’hen  goods  arc  delivered  to 
be  carried,  and  the  carrier  giAx^s  a bill  of  lading 
for  them,  no  property  in  the  goods  jiasses  to  the 
carrier.  It  is  not  an  exchange  but  a mere  n.\ii.- 
MENT.  That  is,  the  property  iu  tliose  very  goods 
remains  inseparably  associated  Avith  the  Bill  of 
Lading,  and  passes  along  Avith  it,  through  any 
number  of  hands.  It  resembles  exactly  the  title 
deeds  of  an  estate.  A Bill  of  Lading  is  one  pro- 
perty Avith  the  goods.  If  the  carrier,  or  perstm  to 
whom  the  goods  are  entrusted,  should  convert 
them  to  his  oaati  use,  he  aa'ouM  be  a thief.  He  is 
merely  entrusted  Avith  the  custody  of  them  for  a 
particular  purpose,  and  his  sole  duty  is  to  keep 
them  safe,  and  deliver  them  to  the  true  owner. 

But  in  the  case  of  a bill  of  exchange,  or  any 
other  instrument  of  credit,  the  ti’ansaction  is  of  a 
totally  different  nature.  AA'henever  they  are 
used,  the  property  of  the  money,  or  goods,  jiasses 
to  the  person  to  Avhom  they  are  delivered.  Thus, 
when  a man  places  money  in  a bank,  the  property 
of  the  money  passes  to  the  banker,  and  he  may 
use  it  ill  any  way  he  pleases  for  his  own  profit. 
The  property  of  the  note,  or  receipt  he  gives  for 
I it,  passes  to  the  depositor.  Thus  the  money  and 
I the  receipt  or  note  are  absolutely  severed,  and 
I the  instrument  becomes  credit  ; that  is,  it  cir- 
culates because  any  oue  Avho  takes  it  merely 
i believes  that  he  can  exchange  it  for  money  at  the 
proper  time.  Thus  the  money  and  the  instrument 
I of  credit  are  two  properties,  ami  may,  and  tlo, 
circulate  indopcndeutly  in  commerce.  So,  when 
a merchant  sells  goods,  and  takes  a bill  of  ex- 
change, the  property  in  the  goods  piisses  to  the 
buyer,  and  the  property  in  the  bill  of  exchange 
passes  to  the  seller;  and  the  goods  and  the  bill 
of  exchange  form  two  distinct  properties,  Avhidi 
circulate  independently  in  commerce.  Thus,  in 
the  case  of  a bill  of  lading,  there  is  no  exchange  ; 
iu  the  case  of  an  instrument  of  credit,  there  i.s  an 
exchange.  The  former  represents  goods,  the 
latter  does  not  represent  goods,  but  is  au  inde- 
pendent, exchangealile  quantity,  like  any  article 
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of  ni  ?rcliandize.  Tims  instruments  of  credit  form 
inde  icudciit  items  in  tlie  catalogue  of  the  property 
of  tl  3 countr}’ ; bills  of  lading  do  not. 

T.  Is  distinction  is  of  the  utmost  possible  con- 
sequ  nee  in  Political  Economy ; in  hict,  it  is  the 
poNt  ASINOBUM  of  tliG  subjcct.  It  IS  entirely 
from  a confusion  on  this  point,  that  Law’s  theory 
of  n:  mey  is  b^sed.  It  shews  at  once  the  fallacy 
of  tl:  It  dchnition  of  credit,  which  is  becoming  so 
popn  ar  on  the  continent,  and  has  even  led  astray 
man’  able  economists,  that  credit  is  merely  the 
mobi  Nation  of  property » That  is  Lawism.  This 
disti:  ction  is  further  enforced  in  the  series  of 
artic  es  on  Credit  in  this  Dictionary,  to  which  we 
may  *efer.  (Baxk  JC'otes  ; Bills  of  Exchange  ; 
Baci  hillart;  Boccabdo;  Cieszkowsbi;  Dock 
W ab  lANT ; Exchange  ; Garniee,  Joseph  ; 
Hili.  Edwin  ; Law.) 

BI  ^DON,  DAVID. 

An  essay  on  the  gold  and  silver  coin  current  in 
Irela.  d.  Dublin,  1729. 

Bi;  fNS,  JOHN. 
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BI]  TNSi  JONATHAN,  Assistant  agricul- 
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Ao.  IS  on  the  agriculture  of  Lancashire^"  with 
suggci  tions  for  its  improvement  Preston,  1851. 

Bli  CH,  EDWARD,  THE  REV. 

Ren  arks  on  Socialism,  Loudon,  1839. 

BII  CHETT,  SAMUEL. 

A d seriptive  list  of  the  principal  copper  coin,?, 
or  tokt  ns.,  issued  between  the  years  1786  and  1796 
Leeds.  1796. 

BIB  D,  ROBERT. 

Pro  'osals  for  paying  great  part  of  the  national 
debty  t nd  reducing  taxes  immediately,  Loudon, 
1780,  ’ 

BIS  ]H0PP,  JAMES. 

A Ci  mprehensive  history  of  the  ^Yoollen  and 
\\  orst,  '2  manufactures,  and  the  Jiatural  and  com- 
merria,  history  of  sheep,  from  the  earliest  records 
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Loiidoi , 1843. 

The  cool  question  considered,  London,  1828. 
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Gem  ral  view  of  the  agriculture  of  the  county  of 
Salop.  Loudon,  1794. 
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abattoL  s of  Paris  in  1848. 
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BLACKSMITH.  A pseudonym. 

A conversation  between  a Blacksmith  and  a 
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weight  only.  Dublin,  1750. 

BLAINE,  D.  ROBERTSON. 

On  the  laws  of  artistic  copyright,  and  their  de- 
fects, London,  1853. 

BLAINE,  WILLIAM. 

An  enquiry  into  the  state  of  slavery  among  the 
Romans.  Edinburgh,  1833. 

BLAISE,  ADAM.  One  of  the  contributors  to 
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Epiual,  the  17th  June,  1811.  In  1848,  he  w’as 
general  secretary  to  tlie  department  of  the  Seinc- 
Inferieure.  One  of  the  contributors  to  the  Jour- 
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28th  December,  1811,  director  of  the  Mont  de 
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Des  monts-de-pieU,  et  des  hanques  deprtt  sur 
nantissements  en  France,  en  Angleterre,  en  Bel- 
gique, en  Italie,  ai  Allemagne,  %c.,  See,  Paris, 
1843.  ^ > , 
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Observations  in  reply  to  a Pamphlet  by  the 
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BLANE  DE  VALSE,  J. 

Fiat  commercial  de  la  France,  au  commence- 
ment du  dix-neuvieme  siecU.  Paris,  1803. 

BLANE,  E. 

Les  mysteres  de  la  houcherie,  et  de  la  tiande  d 
bon  marche.  Paris,  1857. 

BLANC,  ETIENNE,  ET  ALEXANDRE 
BAUME. 

Code  gmerale  de  la  proprUte.  industrielle  litt^- 
raire  et  artistique,  comprenant  les  legislations  de 
ious  les  pays,  ct  l^  iraiits  intemationaux.  Paris, 
1854. 

BLANC-GILLI,  MATTHIEU. 

Plan  de  revolution  concemant  les  finance. 
Paris,  1789. 

BLANC,  JEAN  JOSEPH  LOUIS.  This 
well-known  Historical  and  Socialist  writer  was 
born  on  the  28th  October,  1813,  at  IMadrid, 
where  his  father  was  Inspector-General  of 
Finances  to  King  Joseph.  He  was  educated  at 
Rodez,  in  the  department  of  Aveyren.  In  1830 
the  revolution  deprived  his  father  of  the  means 
of  supporting  his  family,  and  Louis  Blanc  was 
thrown  upon  his  own  exertions,  and  maintained 
himself  by  private  tuition.  While  in  this  capacity 
he  wrote  for  the  journals.  In  1834  he  was  ap- 
pointed sub-editor,  and  in  1837  editor  of  the 
Bons  Sens.  In  consequence  of  a dilFerence  of 
opinion  with  the  proprietor  as  to  whether  rail- 
roads should  be  constructed  by  Government  or 
private  enterprise,  he  and  liis  friends  retired  from 
the  Bons  Sens,  ami  in  1839  he  founded  the 
Revue  du  Progres  Social,  a democratic  paper. 
He  became  more  generally  known  to  the  public 
by  his  llistoire  de  la  Revolution.  But  what  made 
his  name  most  remarkable  was  his  scheme  of 
Social  reform,  developed  in  his  Organisation  du 
travail,  published  in  1839,  His  views  are  ex- 
plained under  Socialism.  He  was  one  of  tlm 
provisional  government  after  the  revolution  of 
1848;  and  he  was  allowed  to  try  some  of  his 
schemes  at  the  Ateliers  Nationatix,  at  the  Luxem- 
burg. He  -was  alleged  to  be  concerned  in  the 
insurrection  of  the  15th  May,  1848,  and  the 
government  instituted  a prosecution  against  him, 
when  he  thought  it  prudent  to  leave  the  country, 
and  came  to  London.  Napoleon  111,  after  tlie 
peace  of  Villa  Franca,  published  a general 
amnesty,  but  Louis  Blanc  has  not  thought  fit  to 
avail  himself  of  it. 
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Le  catechisme  des  Socialistes,  Paris,  1850. 

BLANCARD.  P.  A merchant  captain,  born 
at  Marseilles,  the  21st  April,  1741,  and  died  at 
Aiibagne  the-16th  March,  1826. 

Manuel  de  Commerce  des  hides  Orieidales  et  la 
Chine.  Paris,  1803. 

BLANC  DE  VOLX. 

Etat  commercial  de  la  France,  au  commencement 
du  dix-neuvieme  siecle,  ou  du  commerce  franqais, 
de  ses  erreur.s,  et  des  ameliorations  dont  il  est  sus- 
ceptible. Paris,  1803. 

BLANQUI,  JEROME  ADOLPHE.  AVas 
born  at  Nice,  in  1798.  In  1825  he  was  elected 


professor  of  history  and  industrial  economy  at  the 
ecole  speriale  du  commerce,  and  in  1830  director 
of  that  institution.  In  1833,  he  succeeded  J.  B. 
Say,  as  professor  of  Political  Economy  at  the 
Conservatoire,  des  arts  et  metiers.  In  1838  he  was 
elected  a member  of  the  Institute.  He  travelled 
very  extensively  in  foreign  countries  to  study 
their  industry.  From  1846  to  1848  he  repre- 
sented the  Gironde  in  the  Chamber  of  Deputies. 
He  died  recently. 

M.  Blanqui  has  published  many  works  on  eco- 
nomic science,  but  he  is  chiefly  known  for  his 
History  of  Political  Economy. 

Voyage  Jun  Franqais  en  Angleterre.  Paris, 
1824. 

Resume  de  Vhistoire  du  commerce  et  de  Tindus- 
trie.  Paris,  1 826. 

Voyage  d Madrid  en  1826.  Paris,  1826. 

Notice  sur  M.  Huskisson  et  sur  sa  reforme  eco- 
nomique.  Paris,  1840. 

La  Corse  en  1838.  Paris,  1840. 

E Algerie  in  1839.  Paris,  1840. 

Voyage  in  Bulgarie  en  1841.  Paris,  1842. 

De  la  situation  economique  et  morale  de  V Espagne 
en  1846.  Paris,  1846. 

Du  deboissement  des  montagnes.  Paris,  1840. 

Precis  elementaire  (T  economie  politique,  precede 
dune  introduction  historique,  et  suivi  dune  biogra- 
phie  des  economistes,  dun  catalogue  et  dunvoca- 
bulaire  amlytique.  Paris,  1842. 

llistoire  de  V exposition  des  produits  de  T Industrie 
franqaise  in  1827.  Paris,  1827. 

Notice  sur  la  vie  et  les  ouvrages  de  J,  B.  Say. 
Paris,  1840. 

Les  classes  ouvrieres  en  France.  Paris,  1848. 

llistoire  d economie  politique  en  Europe,  depuis 
les  anciens  jnsqiC  d nos  jours;  suivie  dune  bihUo- 
graphie  raissonee  de  principuux  ouvrages  decono- 
mie  politique.  Paris. 

This  is  the  work  by  which  Blanqui  is  best 
known  to  the  general  public.  It  is  one  of  the 
first  connected  accounts  of  the  history  of  the 
science  of  Political  Economy,  and  abounds  with 
valuable  details,  lint  it  is  rather  notices  of  the 
authors  who  have  written  on  Political  Economy, 
than  a history  of  the  science  itself,  at  least  accord- 
ing to  our  notion  of  what  the  history  of  Political 
Economy  should  be.  Tlie  history  of  Political 
Economy  should  be  the  history  of  ideas,  rather 
than  of  authors. 

BLAQUIERE,  EDWARD. 

A statistical,  commercial,  and  political  descrip- 
tion of  Venezuela,  Trinidad,  ^c.,froni  the  French 
of  M.  Lavaysse.  London,  1820. 

BLAXTON,  JOHN. 

The  English  usurer,  or  usury  condemned  by  the 
most  learned  and  famous  divines  of  the  Church  of 
England.  Loudon,  1634. 

BLAYNEY,  FREDERICK. 

A practical  Treatise  on  Life  Annuities.  Lon- 
don, 1817. 

A practical  Treatise  on  Life  Assurance.  Lon- 
don, 1837. 

Life  Assurance  Societies  considered.  London, 
1838. 

BLEAMIRE,  WILLIAM. 

Remarks  on  the  Poor  Laws,  and  the  mainten- 
ance of  the  poor.  Loudon,  1800. 
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BOCCAKDO. 


BOBTN. 


B]  .EIBTREN,  E.  C. 

P litische  Arithmefilc.  Anleitvng  zur  Kentniss 
vnd  U^ung  oiler  im  Slaaistccsen  vorkommenden 
Ben  'hnungen,  Heidelberg,  1845. 

B1 ISS,  HENRY. 

Tte  Colonial  system.  Statistics  of  the  Trade, 
Ind\  y/ry,  and  resources  of  Canada,  and  other 
plan  atious  in  British  America.  London,  1833. 

B1  OCK,  MAURICE.  Horn  at  Berlin  the  1 81h 
of  1' •bruary,  1816.  Has  become  a naturalized 
Frer  dunan,  and  is  in  the  general  statistical  office 
of  F 'ance.  One  of  the  contributors  to  the  Dic- 
tiom,  lire  tT  Economie  Politique. 

I)  s charf'es  de  F afrricultitre  dans  les  diverses 
pays  deV  Europe.  Paris,  1851. 

IJ  ^spagne  in  1850,  tableau  de  ses  ^>ro^rts  les 
plus  \cents.  1851. 

BI  ODGET,  SAMUEL. 

Ei  -ynomica;  or  statistical  manual  for  the  United 
Stoti  t of  America.  'Wasliington,  1800. 

B3  OM,  GUSTAVE  PETER. 

Dt  s Konigreich  Norwegen,  statistisch  hesekrei- 
hen.  Lcipsig,  1845. 

B(  ASE,  HENRY. 

Re  narks  on  the  new  doctrine  concerninq  the 
siipp*  sed  depreciadon  of  our  currency.  London, 

B(  CCARDO,  GEROLAMO.  Professor  of 
Polit  :al  Economy  in  the  University  of  Turin. 

TV  \ttato  Teorico-practico  di  Economia  Politico. 
Tori]  0,  1853. 

Til  s is  the  most  extensive  treatise  on  Political 
Econ  my  ■which  has  appeared  in  Italy  in  recent 
times  Professor  Boccardo  does  not  profess  to 
nmke  any  new  discoveries  in  Political  Economy, 
but  0 ily  to  explain  the  science  as  generally  un- 
dersti  od.  He  is  firmly  convinced  that  it  is  to  be 
class*  1 along  ■with  the  physical  sciences,  and  to 
be  sti  died  in  the  same  manner.  The  first  book 
trean  *>f  the  production  of  wealth.  The  first 
chapt  -r  treats  of  the  nature  of  wealth;  the  second 
of tlu  division  oflabor  and  exchange.  The  third 
ot  th  theory  of  value  and  exchange.  In  this 
Boccf  rdo  maintains  that  the  notion  of  value  de- 
pends on,  and  is  inseparable  from,  that  of  ex- 
chanf;  3.  “To  so  qual  valore  abbia  una  cosa  qiiando 
so  co  1 qnali  e qnante  altre  cose  potrb  com- 
inntai  la.” — “ I know  what  value  a thing  has,  when 
I kno  V with  what  sort  and  for  how  many  other 
thing].!  can  exchange  it.”  He  also  says,  “II 
scroll.  0 corollario  gia  implicito  nel  precedente,  si 
e che  e nozione  di  valore  nulla  ha  d'  assoluto  in 
se  me  lesima.  II  valore,  noi  lo  dicemmo,  non  e 
che  11 1 rapporto.  Se  Tnomo  vivesse  isolate  e 
senza  rclazioni  coi  snoi  simili.  connoscerebbe 
bensi  ’ viiUtn^  ma  non  il  valore  delle  cose.” — “ The 
seconi  corollary  is  also  involved  in  the  preceding, 
that  t ic  notion  of  value  has  nothing  nhsohite  in 
itself.  ^ alue,  we  say,  is  nothing  blit  a relation.  If 
a man  lived  by  himself  and  without  relations  with 
t'thcr  nen,  he  might  recognize  the  viility,  but  not 
the  xt  LVK  of  things.”  Boccardo  finis  ranks  in 
the  ih  rd  school  of  Prditical  Economy.  In  this  ■ 
cliajft.  r ho  rejects  the  law  of  Kienrdo  that  cost  of  ' 
produ  lion  regulates  value.  In  the  fourth  chapter 


he  discusses  the  theory  of  Property.  In  the  fifth 
chapter  he  treats  of  Capital,  in  which  he  gives 
as  the  definition  of  it,  Un  ]yrodoito  risparmiaio 
e destinato  alia  riprodvzione.  “ A product  saved 
and  destined  to  re-production.”  He  fully  adoi'ts 
the  opinion  that  intellectual  capital  is  wealth,  or 
as  he  calls  it,  moral  capital.  The  sixth  chapter 
treats  of  the  Theory  of  Population.  The  second 
book  treats  of  the  Distribution  of  AVealtb.  In 
t!ie  first  ebapter  he  disputes  the  Ricardian  theory 
of  Rent.  In  the  second  he  discusses  tlie  i>rofits 
and  interest  of  ea)-ital.  In  the  third  the  wages 
of  labor.  In  the  fourth  the  general  laws  of  the 
distribution  of  wealth.  The  third  book  treats  of 
the  Consumption  of  'Woalfh.  In  the  first  chapter 
he  has  adopted  Siy’s  notion  that  consumption 
implies  the  destruction  of  a value.  The  .second 
treats  of  private  consumption.  The  third  of  pub- 
lic consumption.  This  part  ends  with  a discus- 
sion on  free  competition.  This  concludes  what 
he  calls  the  General  Division.  He  next  discusses 
the  special  divisions  at  greater  length.  Tlie  first 
of  these  is  agricnltiiro,  the  second  is  manufactur- 
ing industry,  and  the  third  is  commercial  industry. 
In  this  last  part  h.*  treats  of  money  and  banks, 
and  credit.  In  the  latter  subject  he  has  been 
led  into  a fatal  ado]dion  of  the  doctrine  of  Ciesz- 
kowski,on  the  nature  of  credit.  In  his  Dictionary 
he  classes  instruments  of  credit  along  with  Bili.s 
of  Lading  and  Do*  k Wan-ants — the  very  fallacy 
of  Law.  The  third  diapter  treats  of  the  modes  of 
transport.  He  then  discusses  pauperism  and 
charity,  finance,  taxation,  and  public  credit. 

Mnmtale  di  storio  del  commercio  delle  Industrie, 
€ ddV  economia  politico  ad  uso  dalle  scnole  speciali 
secondarie.  Torino,  18.58. 

This  is  an  excellent  manual  on  the  subject,  and 
contains  much  condensed  information. 

Bizionario  della  economia  poUtica  e del  com- 
mercio, cosi  teorico  come  profico,  vtile  non  solo  alio 
scienznfo  ed  al pvhhlco  amministratnre,  ma  eziandio 
alcommereiante,  nl  hanchiere,  all  agricoltore,  ed  al 
capitolista,  Torino.  1857,  he. 

Tliis  is  Professor  Boccardo’s  greatest  work.  It 
is  a very  excellent  and  comprehensive  work  on 
I the  subject. 

BOCER,  HEINRICH.  Advocate;  Professor 
in  the  University  of  Tubingen. 

Be  jure  mmieiarum,  tructatvs  novtis.  Tiibin«'cn 
1614. 

An  excellent  treaty  on  money  and  coinage. 

BODIN,  JEAN.  One  of  the  most  illustrious 
men  whom  France  produced  in  the  16th  century, 
and  -^N'ho,  Hallam  says,  had  only  Aristotle  and 
■Machiavelli  as  his  rivals  in  Political  Philosophy, 
was  born  at  Angers  in  1530.  He  studied  civil 
law  at  Toulouse,  where  lie  read  lectures  with 
great  applause,  intending  to  establi.sh  himself  as 
professor  there.  He  also  composed  a work  which 
he  dedicated  to  the  citizens,  to  gain  their  good 
will.  Ho,  however,  changed  his  mind,  and  Joined 
the  bar  of  Paris,  but  met  with  no  great  success. 
Tliis  induced  him  to  turn  to  authorship,  in  which 
he  gained  a great  reputation.  He  mnst  have  ob- 
tained considerable  influence,  for  ho  persuaded 
Charles  IX.  that  the  landed  proprietors  of  Nor- 
; mnndy  had  usuqted  tlie  crown  rights,  called  the 
droits  des  tiers  ct  danger  Over  the  forests  of  the 
’ province.  At  his  instance  a royal  commission  of 
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inquiry  was  appointed  in  1570,  to  which  he  was 
named  king’s  advocate,  to  recover  possession  of 
liie  crow'u  righis.  Bodiu  ]u*epared  proceedings 
against  four  hundred  families,  there  being  scarcely 
one  who  was  not  attacked.  The  whole  province 
was  of  course  in  an  uproar.  The  Parliament  and 
the  nobility  sent  deputations  to  the  king,  and  at 
last  persuaded  him  to  abandon  the  attempt  to 
recover  the  crown  rights.  Bodiu  strenuously 
opposed  the  registration  of  this  edict,  but  the 
proprietors  of  Normandy  prevailed. 

In  1568  he  publislied  his  valuable  work  on 
tlie  coinage,  to  refute  the  fallacies  of  iSIaleslroict, 
■which  is  full  of  important  details  of  prices. 

Ill  1571  the  Due  d'Aleiijon,  the  king’s  brother, 
who  had  a great  esteem  for  him,  made  him  secre- 
tary of  his  commands,  one  of  tlie  mastei*s  of  re- 
quests of  his  palace,  and  chief  justice  of  his  pro- 
vince. 

In  1574,  Henry  III.  succeeded  to  the  throne. 
He  was  very  fond  of  tlie  company  of  men  of 
genius  ami  learning.  He  scut  for  Bodiu,  and 
w as  greatly  pleased  with  him,  as  he  had  remark- 
able conversational  powers.  The  king  impri- 
soned an  author  who  had  written  a libel  on  Bodiu, 
and  forbade  iiiin  to  publish  it. 

On  the  25th  February,  1576,  Bodiu  married 
Frances  Trouillart,  sister  of  the  king’s  advocate 
in  the  bailiwick  and  presidential  court  of  Laou, 
ami  was  elected  to  represent  the  tiers  Hat  in  the 
States  of  Biois.  In  this  capacity  he  was  a sturdy 
siipjiorter  of  the  rights  of  the  people,  and  resisted 
an  edict  which  was  proposed  to  coiiii>eI  every  one 
to  adopt  the  Catholic  faith.  He  maiiitaiued  that 
it  w'as  a violatiou  of  their  rights,  and  would  cer- 
tainly provoke  a civil  war.  His  opposition,  how- 
ever, was  fruitless  in  that  faualicai  age.  lie  also 
maintained  that  the  king  had  no  right  to  levy 
taxes  without  the  couseiit  of  the  people.  In  tlie 
same  year  he  published  his  famous  work,  “ The 
Republic.”  It  is  said  that  this  brought  him  into 
serious  danger  of  his  life,  and  that  lie  was  con- 
demned to  be  burnt  as  au  avowed  Atheist,  be- 
cause he  maintained  in  it  that  liberty  of  conscience 
ought  to  be  granted  to  dissenters.  At  all  events, 
his  boldness  and  coui'age  lost  him  the  favor  of 
the  king. 

In  1579,  the  Due  d’Alengon  was  created  Due 
irAnjou,  ami  aspired  to  the  hand  of  our  vii-giu 
iluceii.  Leicester  was  in  disgrace,  and  the  Duke, 
thinking  it  a good  opjiortunity  to  push  his  suit, 
suddenly  presented  himself  at  Greeuwicli,  with 
scarcely  au  attendant.  The  Queen’s  vanity  W'as 
tickled,  and  she  seems  to  have  given  him  en- 
couragement to  prosecute  his  suit.  Negotiations 
Avere  continued,  ami  in  1582  matters  had  pro- 
ceeded so  far,  that  the  marriage  treaty  was  ac- 
tually concluded  between  the  commissiouers  of 
England  and  France.  But  the  Queen  left  her- 
selt  a loop-hole  of  escape.  It  was  jirovided  that 
the  marriage  should  be  solemnized  six  weeks 
after  liie  ratification  of  the  treaty,  and  the  adjust- 
ment of  certain  other  matters  between  the  Queen 
ami  the  Duke.  The  Queen  took  care  that  these 
other  certain  matters  sliould  not  be  adjusted,  aud 
perplexed  everybody  with  her  iutenuiuable  ca- 
jn-ice.  To  cut  short  this  shilly-shallying,  the 
Duke  came  over  himself,  with  a splendid  retinue. 
He  took  Bodiu  with  him  as  his  secretary.  He 
Avas  received  Avith  gi*eat  state  aud  princely  lios- 
pitality.  After  being  fooled  for  tAvo  mouths,  ho 
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went  away,  raving  at  the  perfidy  of  islanders  and 
women. 

Bodiu  found  that  his  Kei>ublic  had  been  re- 
ceived Avith  gi’eat  faAour  in  England.  It  had 
been  translated  into  the  i..atiu  of  the  barbarous 
insulai-s,  aud  lectures  w ere  read  on  it  iu  London 
and  Cambridge.  Bodiu  translated  it  into  civi- 
lised Latin,  to  present  it  in  a proper  di*ess.  The 
Duke  died  in  1584,  after  an  unsuccessful  attempt 
in  the  Netherlands  to  destroy  the  liberty  of  a pro- 
vince, aud  Bodiu  Avas  left  Avithout  a i»rotector. 
He  seems,  after  this,  to  have  discharged  the  duty 
of  King’s  adA'oeate  at  Laon,  and  died  tlicre  of  the 
plague  iu  1596.  He  Avas  buried  iu  the  church  of 
the  Franciscans,  iu  that  city. 

Bodiu  AA'as  the  most  liberal  and  enlightened 
political  Avriter  of  the  day.  lie  Avas  the  advo- 
cate of  that  Avell-moderatcd  aud  glorious  consti- 
tutional liberty  Avhich  is  the  peculiar  blessing  of 
this  country.  He  maiiitaiued  a firm  aud  judi- 
cious mean  between  the  tyranny  of  despotism  and 
the  licence  of  democracy ; and  as  usual  in  such 
cases,  he  displeased  the  partisans  of  both  ex- 
tremes. lie  Avas  a noble  asserter  of  the  rights  of 
conscience,  and  sacrificed  his  oavu  advaucement 
to  the  fearless  assertion  of  his  opinions. 

It  is  a melancholy  instance,  lioAvever,  of  the 
infirmity  of  human  judgment,  that  this  eminent 
person,  so  far  iu  advance  of  his  age  in  constitu- 
tional aud  religious  liberty,  Avas  a tu-m  believer  iu 
witchcraft  and  sorcery ! VV  ierus,  a physician  of  the 
Netherlands,  hadAvntteu  a treatise  de  Prcestiyiis 
iu  1564,  combatting  the  horrible  prejudice  of  the 
age,  by  Avhich  ugly  old  Avoiuen  Avere  burnt  as 
Avitches.  Even  he,  however,  did  not  venture  to 
deny  the  fact  of  Avitchcraft.  He  only  urged  for 
them  the  plea  that  they  Avere  the  devil’s  A'lctims, 
aud  not  his  voluntary  agents,  lu  1578  Bodiu 
Avrote  a Avork  de  la  Uemonomanie  des  Sorciers, 
stoutly  supporting  the  reality  of  Avitchcraft,  aud 
calling  for  judicial  punishment  on  Wierus  as  a 
confederate  of  Satau ! 

M.  Baudrillart,  the  colleague  of  M.  Chevalier 
iu  the  chair  of  Folitical  Economy  at  the  College 
de  h'rauce,  has  recently  published  a Avork  iu  two 
volumes,  Bodin  et  son  temps,  for  AA  liich  he  Avas 
awarded  a prize  by  the  iusiiiute  of  Frauce,  iu 
1853.  (Bacukillakt.) 

Les  six  livres  ae  la  Ripublique.  Pai*is,  1576. 

The  sixth  book  of  the  Republic  coutuius  dis- 
cussions on  the  public  revenues,  taxation,  ami 
the  coinage.  Among  many  other  valuable 
uotices,  he  says,  that  the  value  of  gold  aud  silver 
had  diiuiuishcd  10  or  12  times  siuce  the  discoA'cry 
of  the  Peruvian  mines.  That  the  Chancellor  of 
France,  in  the  time  of  St.  Louis,  had  for  the 
charge  of  himself,  his  horses  and  servants,  seven 
sous  (or  shillings)  of  Paris,  allowed  him  a day, 
Avhich  Avas  not  equal  to  8^d.  of  his  day.  That 
Charles  V.  of  Frauce  paid  31,000  croAVus  for  the 
county  of  Auxerre,  Philip  i.  paid  60,000  crowns 
for  the  duchy  of  Berri,  aud  that  many  eaildoins, 
baronies,  aud  gi'eat  seigiieuries,  had  been  sold, 
120  years  previously,  for  the  twentieth  pai't  of 
w'hat  they  brought  iu  his  day.  That  the  revenues 
of  Franco  in  1449,  iu  the  days  of  Charles  Yl., 
Avere  40,000  pounds  sterling,  Avhich  Avas  equal  to 
1,400,000  pounds  stealing  of  his  day.  He  also 
says,  that  by  the  advice  of  the  Cardinal  of 
Touriion,  Frauds  I.,  iu  1543,  instituted  a bank 
at  Lyons,  at  AvUich  every  man  received  8 per 
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for  his  money,  in  which  multitudes  of  people 
ancc,  Germany,  ami  Italy,  invested  their 
V'.  At  his  death  Francis  I.  owed  the  bank 
X)  croi^Tis.  llis  son  Henry,  having  wasted 
thcr’s  treasure,  paid  10, 1*2,  and  16  percent. 
J4,  which  was  the  same  rate  as  Charles  V, 
rmaiiy,  and  Henry  VIII.  of  England,  had 
svcd  at.  He  also  gives  many  interesting 
ial  details  of  other  countries.  In  the  third 
er  he  discusses  the  subject  of  money. 
cours  sur  It  rehaiissement  et  diminution  des 
yj/eji,  tant  d'or  que  d^argenty  et  It  moyen  d'y 
ier ; et  Tcsponce  aux  paradoxes  de  3Ionsieur 
ilestroicf.  Paris,  1578. 

3 tract  is  full  of  the  most  valuable  details 
e changes  that  had  occurred  in  prices  in 
e during  the  three  preceding  centuries, 
troict,  the  master  of  accounts  and  of  the 
had  asserted  the  extraordinary  paradox 
uring  three  centuries  prices  had  not  risen 
ance.  Bodiu  takes  an  immense  variety 
cles  and  sliews  that  they  had  risen  from  five 
fold  in  price  during  the  tliree  preceding 
■ies;  he  investigates  the  causes  of  this  di- 
iou  in  the  value  of  the  precious  metals. 


BO  DZ-EAYMOND,  F.  H, 

Sta  itsv^esen  und  mensohelbindung  umfassendc 
Betrc  jhtungen,  Berlin,  1837, 

BQ  CKH,  AUGUSTE,  This  eminent  philo- 
logist was  born  at  Carlsruhe  the  24th  November, 
17b5.  He  was  educated  at  Halle  and  Berlin. 
In  U )5  he  was  appointed  extraordinary  pro- 
lessor  of  philology  at  Heidelberg,  and  in  18U  he 
was  a )poiuted  xirofessor  of  classical  literature  at 
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Staatshaushaltung  der  Athener.  Berlin, 

5 excellent  work  has  been  translated  into 
h by  Sir  George  Cornewall  Lewis,  Cart., 
under  the  title  of  “ The  Public  Economy  of 
I.”  It  contains  the  fullest  and  best  account 
ve  of  the  Political  Economy  of  the  Athe- 
Tlie  first  book  discusses  the  prices  of  com- 
es, the  wages  oflabor,  the  rent  of  land  and 
, and  the  profits  of  stock  iii  Attica.  The 
discusses  the  financial  administration  and 
Uture  of  Athens.  The  third  details  the 
ry  revenues  of  Athens.  The  fourth  treats 
extraordiiiarv  revenues,  the  valuation  of 
ty,  the  public  loans,  alterations  hi  the  coiii- 
ml  the  financial  expedients  adopted  by 
u states  in  times  of  difficulty.  A disscr- 
011  the  silver  miues  of  Laiirion,  in  Attica, 
•nded  to  the  work. 

essor  Biickh  has  also  written  a work  on 
■ights,  coins,  and  measures  of  Auiiquity, 

•ologische  Unlersuchungen  nber  Gewidite, 
Tts^e  und  Masse  dcs  Alterthums  in  ihrem  i 
menhange.  Berlin,  1838.  | 

3KMANN,  JOHN.  Thiseminent  mau  was 
t Hoya,  in  Hanover,  in  1739.  His  father, 
ver  of  taxes,  died  m hen  he  was  scarcely 
vears  old,  and  he  was  brought  up  by  his 
. who  gave  him  the  best  education  that 
»e  jirocnred.  He  was  destined  at  first  for 
irch,  but  his  turn  for  natural  sciences  pre- 
ami  he  devoted  himself  to  them,  and  espe- 
0 their  application  to  economical  j'urposcs. 


In  1762,  Bnsching,  the  geographer,  who  was 
director  of  the  Lutheran  Academy  at  St.  Peters- 
burg, invited  him  ti>  fill  the  chair  of  natural  phi- 
losophy there.  But  Buschiug  having  resigned, 
Bceckmann  left  it,  and  travelled  through  Swe- 
den to  study  the  working  of  the  mines  there. 
While  there  he  fonned  a friendship  with  Lin- 
njeus.  In  1766,  he  was  apiMunted  i)rofessf)r  at 
Gottingen,  on  the  recommendation  of  Busching. 
lie  there  formed  th--  idea  of  trying  to  classify  tlie 
different  arts  and  branches  of  commerce.  His 
I lectures  became  extremely  popular,  and  were  at- 
tended by  the  most  distinguished  men  in  Ger- 
many. 

BtDckmann  published  many  works  on  his 
branch  of  science,  but  the  one  he  is  best  known 
by  in  this  country,  is  his  History  of  InventumSj  in 
which  he  traces  fnan  the  earliest  autiipiity  the 
history  of  a gi*eat  number  of  trades.  He  occupied 
his  chair  for  45  years,  and  acquired  an  iinmenso 
reputation  for  bis  learning  and  i»ersoiial  character. 
He  was  elected  into  almost  all  the  learned  socie- 
ties of  Germany.  He  died  the  3rd  February, 
1811.  He  left  a great  number  of  work.s,  the 
names  of  which  are  given  in  ^Messrs.  Guillaumin’s 
Dictionary,  thus — 

Elhnents  (T economic  rurale  dV usage  des  Alle~ 
wands,  Gottingen,  1769. 

Introduction  d la  technologic  on  d la  connais^ 
sauce  des  arts  et  metiers^  des  fabriques  et  manufac- 
tures^ particulierement  de  cellesqui  sont  en  rapport 
plus  direct  arec  Tagricidiure.  Gottingen,  1777. 

Opuscules  relatifs  d f eco7tomie  politique  et  do- 
mestique^  d la  techntdogie^  d la  police  eta  I admi- 
nistration. 1 779-90. 

Fragments  dune  histoire  des  decouvertes  dans 
les  arts  et  les  mHiers.  1780-1805. 

Introduction  d la  science  du  commerce.^  avec  Ves- 
quise  dune  hibliotheqne  de  livres  de  commerce, 
Franefort,  1792. 

Preparation  d la  connnissance  des  jiroduits  de 
V Industrie  et  dautres  ohjets  qui  entrent  dans  le 
com  merce.  1793-1800. 

BCESNIER  UE  L'OEME. 

De  Vesiirit  du  gourernement  economique,  Palis, 
1775. 

BOETLICHEE,  JACOB  GOTTLIEB  IZAAK. 
Statistical  tables  of  all  the  States  of  Europe^ 
1800. 

BOICEEVOISE,  E. 

Qudques  reflexions  au  svjet  du  projet  de  loi 
rclatif  aux  enfans  trouvh.  Paris,  IboO. 

BOISAED,  JEAN.  A judge  in  the  Cour  dcs 
Monnaies,  died  in  Paris  in  1705. 

Trade  des  monnagesy  de  leur  circonstances  et 
dipendances.  l*aris,  1714. 

boisguillebEet,  PIEEEE  le  PE- 

SANT,  SIEUE  DE.  This  eminent  man  may 
be  considered  as  the  morning-star  of  modem 
economic  science.  A'ery  little  was  known  of  his 
works  till  they  were  republished  in  Guillauuiin’s 
Collection  des  principaux  economistesy  Vol,  7.  p. 

1 (>3,  to  wliicii  M . Engl  iie  Daire  has  prefixed  a short 
biographical  sketch,  if  indeed  it  can  be  called  so, 
where  the  materials  are  so  scanty. 

The  place,  ami  thr  date  of  his  birth,  are  both 
unknown.  The  onlv  notices  of  his  life  are  in 


BOISGUILLEBEKT. 


BOISSY. 
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Saint  Simon’s  memoirs.  He  was  lieutenant- 
general  of  the  bailiwick  of  Uonen,  and  had  a 
brother  in  the  Parliament  of  Normandy.  His 
work,  Le  detail  de  la  France^  was  publiahcd  in 
1697,  and  is  the  most  authentic  account  of  the 
manners  ami  opinions,  and  the  actual  condition  of 
the  people  of  France,  and  the  state  of  the  finances 
ill  the  reign  of  Louis  XIV.  The  misery  of  the 
people,  and  the  rapacity  of  the  courtiers  and 
statesmen,  is  exposed  in  very  strong  language. 

This  work,  noticed  below,  is  remarkable  for 
its  enlightened  views.  It  advocates  the  suppres- 
sion of  all  internal  custom  houses;  absolute  free- 
dom of  trade  iu  grain,  both  within  and  without 
the  kingdom,  and  only  very  moderate  import 
duties,  and  tlie  entire  abolition  of  export  duties. 
These  view's  shew  remarkable  sagacity ; only  one 
of  them  could  be  carried  out  by  Turgot  some 
three  quarters  of  a century  later;  the  others 
have  only  been,  in  very  recent  years  indeed, 
adopted  in  England,  and  seem  to  have  very  little 
chance  in  France  for  many  a long  year  to  come. 

This  book,  so  far  in  advance  of  its  age,  at- 
tracted very  little  notice.  But  not  discouraged, 
he  returned  to  the  subject,  and  in  1707  jiublished 
the  Factum,  de  7>a»ce,  which  gained  more  atten- 
tion from  Chamillart,  the  successor  of  Pontchar- 
train.  But  about  the  same  time  Vauban  had 
published  his  with  very  much  the 

same  views,  and  this  excited  great  indignation  in 
the  mind  of  the  govenimcut.  Boisguillebert  was 
banished  to  Auvergne,  but  soon  released,  and  his 
work  was  condemned  by  a roj'al  edict  iu  1707. 
lie,  liowever,  firmly  maintained  his  opinions. 
He  is  supposed  to  have  died  about  1714,  at 
Rouen. 

Le  ddail  de  la  France,  la  cause  de  la  diminu- 
tion de  scs  biens,  et  la  fadliU  du  remede,  enfour- 
nissant  en  un  mois  tout  Vargent  dont  le  roi  a 
besoin,  et  enrichissant  tout  le  monde.  1697. 

This  work  details  Avith  gi'cat  minuteness  the 
miseries  caused  by  the  unjust  method  of  levying 
the  taxes  iu  France.  It  explains  the  evil  effects 
of  the  obstructions  to  trade  by  the  internal  cus- 
tom-houses. He  shew's  that  the  obstacles  imposed 
on  the  exportation  of  corn  tended  to  produce  a 
famine,  and  throw  land  out  of  cultivation.  He 
earnestly  protests  against  the  dogma  of  the  mer- 
cantile system  that  money  is  wealth,  and  almost 
goes  into  the  opposite  extreme,  that  money  is 
only  a sign  of  Avoalth ; w'hich  is  au  error  equally 
fatal  in  its  consequences,  and  Avhich  Turgot  was 
one  of  the  first  to  set  right.  Boisguillebert  then 
maintains  (Part  111.,  ;Chap.  vi.)  that  bad  or 
good  governmeut  is  of  as  much  consequence  to 
the  Avealth  of  a country,  as  the  fertility  of  the 
soil,  or  the  nature  of  the  climate.  He  says  that 
the  laAA's  of  economic  science  are  never  violated 
Avith  impunity,  and  giA'cs  instances  of  the  evil 
effects  of  ignorant  legislation  on  this  subject.  lie 
says  that  the  financiers  seem  to  tn«t  France  as 
an  euemy’s  country,  Avhich  they  do  all  iu  their 
poAver  to  mill. 

Factum  de  la  France.  1707. 

Maintains  the  same  vicAvs  as  the  preceding. 
In  Chap.  lA’’.,  he  discusses  the  nature  of  riches, 
Avhich,  he  says,  consists  in  the  enjoyments  of  life. 
He  explains  the  nature  and  function  of  money, 
and  sheAVS  that  paper,  parchment,  or  siinjile 
credit  is  capable  of  performing  its  functions.  He 
says  that  freedom  of  trade  A\'ould  greatly  conduce 


to  peace.  Ho  maintains  that  there  is  a solidaritr, 
or  community  of  interest,  not  only  betw'ceu  mau 
and  man,  and  province  and  province  of  tlie  same 
state,  but  also  betAA'oen  CA'ery  state  iu  the  Avorld. 
How  far  in  advance  of  tlie  wTCtched  theories  of 
the  mercantile  system,  which  maintained  that  one 
state  throve  by  the  miseries  of  its  neighbours ! 
Hoav  infinitely  in  advance  of  its  age ! 

Traite  de  la  nature,  cxdture,  commerce-,  et  i*«- 
terH  des  grains,  tant  par  rapport  au  public,  qu*  d 
toutes  les  conditions  d*un  (tat. 

Advocates  an  entire  freedom  of  trade  in  corn, 
such  as  Avas  before  16.50,  and  to  leaA'c  all  econo- 
mical laws  to  the  action  of  nature. 

Dissertation  sur  la  nature  des  richesses,  de 
Vargent,  et  des  iributs,  ou  Von  deconvre  la  fausse 
id(e  qui  regne  dans  le  monde  a V (gard  de  ces 
trois  articles. 

This  is  the  reaction  against  the  mercantile 
system,  Avhich  placed  Avealth  exclusiA'cly  in  the 
precious  metals,  and,  like  most  reactions,  it  goes 
a little  too  far,  for  it  goes  to  prove  that  money  is 
nothing,  Avhich  finds  its  logical  conclusion  in 
Lawism.  Turgot  hit  the  exact  mean  betAveen 
these  two  opposing  theories.  Nevertheless  he 
sees  A'cry  clearly  the  true  function  of  money  is  to 
preserve  the  right  of  demanding  something,  he 
shews  Avhat  other  things  may  be  substituted  for 
it,  among  others  credit,  and  describes  the  custom 
of  the  fairs  at  Lyons,  A\here  a system  prevailed 
exactly  on  the  plan  of  our  clearing  house,  (Clear- 
ing House),  aa’Iicu  all  debts  Averc  balanced  in 
jiaper,  and  not  a single  sou  of  money  was  required 
to  settle  transactions  amounting  to  80,000,000. 
This  sheA\'s  that  he  aa'cII  understood  that  money 
and  instruments  of  credit  are  homogeneous.  He 
also  sheAN’s  that  in  commerce  both  sides  must 
necessarily  gain. 

No  one  can  read  these  works  of  Boisguillebert 
without  admiration  of  the  sagacity  they  display 
in  that  benighted  era,  nor  can  Ave  refuse  to  ac- 
kiioAvledge  him  as  the  true  precursor  of  that  illus- 
trious line  of  men  Avho  have  conferred  so  much 
benefit  ou  the  world.  He  is  a brilliant  example 
of  an  author  Avbose  vicAvs  are  tlie  paradoxes  of 
his  OAV'u  generation,  and  the  acknowledged  truths 
of  succeeding  ones. 

BOISLANDEY,  LOUIS  DE.  A merchant  at 
AVsailles,  Avas  born  in  1749.  He  Avas  a deputy 
to  the  tiers  eiat  in  1789.  He  de\*uted  his  atten- 
tion specially  to  finances,  and  Avarmly  opposed 
the  creation  of  two  milliards  of  Assignats,  Avhich 
Avas  proposed  by  Mirabeau  in  September,  1 790. 
His  viCAVs,  hoAvever,  Avere  rejected,  and  he  retired 
from  public  life  at  the  end  of  the  session,  lie 
died  at  Paris  iu  November,  1 834. 

Cojisiderations  sur  le  discredit  des  assignats, 
presentees  d VassemhUe  nationalc.  Paris,  1791. 

Examen  des  principes  les  plus  farorahles  aux 
progres  de  Tagriculturc,  des  manufactures,  et  du 
commerce  de  France;  Paris,  1815. 

Des  impoU,  et  des  charges  des  penples  en  France. 
Paris,  1824. 

BOISSY  - D’ANQLAS,  FEANQOIS.  Le 

CoMTE-DE,  was  born  at  Saint  Jean  Chambre,thc 
8th  December,  1756.  He  distinguished  himself 
by  his  courage  on  the  invasion  of  the  CoiiA'cntiuii 
by  the  mob  in  ^lay,  1795.  lie  aa  us  a voluminous 
author,  and  died  in  Paris,  the  20tb  October,  1826. 

Observations  sur  Vourrage  de  M.  de  Calonne, 
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BONNEVILLE. 


BORNITIUS. 


iutitnl  , De  Viitat  prtsent  ct  I'l  venir  de  la  France. 
Taria,  1791. 

BO  jTON,  ROBERT.  Puritan  Divine. 

A s wrl  and  private  discourse  between  Mr.  Folton 
and  0 e M.  S.  concerning  usury.  Lomluii,  1637. 

BE  INARDO,  GIOVANNI  MARIA.  Count. 

Le  ‘ichezze  delV  agincultura.  Trevigi,  1654. 

BO  f A Y URETRA,  JUAN  ELOY  DE. 

Ch  ve  de  los  economistas.,  tn  cl  poder  y en  la 
oposii  fort,  discorso  ecouomico-politico.  Sladrid. 
1850. 

BOITCERF,  PAUL.  Born,  about  1745,  at 
Chasj  ulx,  in  Franche-Comte.  An  advocate  before 
the  p,  rliament  of  Besan^on.  Ilis  merit  procured 
him  m appointment  in  the  office  of  Turgot. 
■\VliiI  in  this  office  he  published  his  work  on 
feiida  rights,  in  1776,  which  created  a vehement 
U])roa  ■,  and,  upon  the  motion  of  the  Prince  de 
Couti  was  ordered  by  the  parliament  to  be  burnt, 
and  t le  author  was  about  to  be  ]>rosecuted,  when 
the  k ng  forbade  them  to  interfere  in  the  matter. 
This  prosecution,  of  course,  gained  for  Boncerf 
and  1.  ,s  work  fame  and  popularity ; it  was  trans- 
lated into  several  languages,  it  served  as  the 
basis  jf  the  decrees  of  the  constituent  assembly  in 
1789.  lie  died  in  1794. 

Le.  inconvhiients  des  droits  fiodaux.  Paj’is, 
1776. 

Mt  noire  sur  cette  fiuestion ; Quelles  sont  les 
cau.se.  les  plus  ordinaires  de  t emigration  des  gens 
de  la  campagne  vers  les  grands  villes.,  ct  tpielles 
serau  it  les  moyens  (Py  remldierf  Paris,  1784. 

De  la  necessite  doccuper  avanUigeusement  tons 
les  Oh  jriers.  Paris,  1791. 

De  la  plus  importante  et  la  plus  pressante  affaire^ 
on  la  lecessitede  restaarer  P agriculture.,  et  le  coni- 
merci  Paris,  1790. 

30  :^DE,  KNUT,  Baron. 

La  t^uede  et  son  commerce.  Paris,  1852, 

Tr  nslated  from  the  Swedish. 

EO.VJEAN,  L.  B.  Representant. 

tSoi  ialisme  et  .sens  commune.  Paris,  1849. 

BO  raARD,  ARTHUR  DE. 

Or  ^anisation  du  travail.  Paris,  1845. 

EO  :^NARDEL,  JEAN. 

Pr  *jet  Jinancier.,  aynnt  pour  hut  de  procurer  an 
gouve  'uement  un  impot.,  direct  et  colontah'e,  de  600 
milli(  'IS  par  et  a P agriculture,  ct  au  commerce, 
vingt  'nilliurds  d irois  pour  cent,  par  an.  Lyons, 
1840. 

BONNAY,  FRANSOIS  DE,  IMarquis. 

Ra  }port  fait  au  nom  du  Comite  d agriculture  et 
de  CO  nmerce,  sur  Punifonnitc  d etuhlir  dans  les 
poids  et  mesures.  Paris,  1789. 

BC  NNEMERE,  EUGENE. 

lit  toire  de  P association  agricole.  Paris,  1850. 

Hi  toire  des  puysans.  Paris,  1856. 

BC  N'NEVILLE,  ALPHONSE.  Assayer  to 
the  I ink  of  France. 

Et  'yclopcdie  monctaire,  ou  nouveau  traite  des 
monn  AS  dor  i t d argent,  cn  circulation  chez  Ivs 
dicei,  cs  peuphs  du  mondc.  Paris,  1849. 


BONNEVILLE,  PIERRE  FREDERIC. 

Traite  des  monnaisdor  et  d argent,  qui  circident 
chez  les  diffirens  pevples.  Paris.  1806. 

BONNIN,  F. 

Principes  de  Pordre  sociale.  Paris,  1849. 
BONNOT  DE  CONDILLAC,  ETIENNE. 

Le  commerce  et  le  gouvernement  considere  rela~ 
tivement  Pun  ct  PaxUre,  Amsterdam,  1772. 

BONOMO,  ANDREA  GUISEPPE  DE. 

Sopra  le  monetc  de'  vescovi  di  Trieste.  Trieste, 
1788. 

BONVALET-DESBROSSES,  Formerly  trea- 
surer of  the  navy  in  France. 

Richesses  et  ressources  de  la  France,  faisant 
mite  d Pouvrage  intitxde : Moyen  de  simplifier  la 
perception  des  deniei's  royaxix.  Paris,  1789. 

Memoire  au  corps  legislatif{c\iiQ^y  in  reference 
to  a Caisse  de  Commerce).  Paris,  1796. 

BONIRCINI,  ALBERTO. 

Duhhj  e controversie  in  qffari  di  commercio, 
ultimamenti  agitati  c discisi  delle  primarie  Corti  e 
IVibutuili  di  Francia,  e di  varii  parti  d Italia, 
che  hanno  una  giux'isprudeiiza  commerciale  uni^ 
forma.  Napoli,  18.16. 

BOOK  0F  COMMERCE,  The,  by  sea  and 
laud;  to  which  are  added  a history  of  Commerce 
and  a chronological  table,  ^'c.  Boston,  U.S.,  1834, 

BOOTH,  DAVID.  Accountant. 

A letter  to  the  Rev.  T.  R.  Malthns,  being  an 
answer  to  the  criticism  on  Mr.  Godwins  Work  on 
Population.  Loudon,  1823. 

BOOTH,  GEORGE. 

Observations  on  lowering  the  rent  of  land,  and 
on  the  Corn  Laics.  Liverpool,  1814. 

Observations  on  Paper  Currency,  Dank  of 
England  notes,  and  on  the  principles  of  coinage, 
and  a metallic  circulating  medium.  Liverpool,  1815. 

BOOTH,  HENRY,  of  Liverpool. 

The  rationale  of  the  Currency  Questio-n,  or  the 
plea  of  the  merchant  and  shareholder  for  an  im- 
proved system  of  Xational  Banking.  London, 
1847. 

Master  and  Man,  a dialogue,  in  which  are  dis- 
cussed some  of  the  important  questions  affecting 
the  social  condition  of  the  industrious  classes, 
Loudon,  1853. 

BOOTH,  J.  P. 

Golda  delusion. l^ear food,high  prices,  and  high 
discounts  accounted  for,  with  a proposed  remedy, 
by  changing  the  currency.  London,  1857. 

BORBSTAEDT,  A. 

Allgemeine  geographische  uud  statistische  ker- 
haltnisse  in  gruphische  darstellang.  Berlin,  1846. 

BORD,  MURET  DE.  Depute. 

De  la  Banque  de  France,  de  la  crise  monetaire. 
, Paris,  1847. 

BORIE,  VICTOR. 

Tracadleurs  et  Proprictaires.  Paris,  1848. 

BORNITIUS,  JACOBUS. 

JEruvium  ,*  sive  Traciatus  Politicus  de  ^ErariO 


BOTERO. 

sacro,  civili,  militari,  communi,  et  sacratiori,  x 
libris  comprehensis.  Frankfort,  1612. 

De  nummu  in  republicd  peraUiendis,  et  conser- 
vandis.  llaiioviai,  1608. 

Iractatas  politicus  de  rerum  sufficieniid  in  re- 
publicd et  civitate  procurandd.  Frankfort,  1625, 

BORREGO,  ANDRE. 

Principiosde  economia  politica.  Madrid,  1844. 

BORRELLI,  JEAN  ALEXIS. 

Reves  sur  nos  Jhumces ; Manx  d detruire,  ame- 
liorations d fairs,  Marseille,  1847. 

BOSANQUET,  CHARLES. 

A Letter  to  W.  Manning,  Esq.  M.P.,  on  the 
causes  of  the  rapid  and  progressive  depreciation 
of  West  India  Property.  London,  1807. 

Thoughts  on  the  Value  to  Great  Britain  of  Com- 
merce in  general,  and  on  the  value  and  import- 
ance of  the  Colonial  Trade  in  particular.  Loudon, 
1808. 

Practical  observations  on  the  Report  of  the  Bul- 
lion Committee.  Loudon,  1810. 

This  pamphlet  is  only  remarkable  as  having 
called  forth  a most  able  and  crushing  reply  from 
Ricardo.  Mi*.  Bosaiupiet  endeavoured  to  prove 
by  ligures  that  the  principles  of  the  Bullion  Re- 
port were  erroneous.  Ricardo  replied,  raking  the 
whole  of  Mr.  Bosampiet’s  figures  to  pieces,  and 
shewing,  that  when  they  were  rectified,  they 
proved  most  satisfactorily  the  truth  of  the  Report, 
it  is  also  curious  as  having  proposed  for  the 
monetary  unit,  the  pound  sterling,  the  interest  of 
X33  6s,  8d.  of  public  stock  (Ricardo). 

BOSANQUET,  JAMES  WHATMAN. 

Letters  to  the  Right  lion.  G.  C.  Lewis,  on  the 
Bank  Charter  Act  of  Loudon,  1857. 

Metallic,  paper,  and  credit  currency,  and  the 
means  of  regulating  their  quantity  and  value. 
London,  1842. 

BOSC,  JOSEPH  ANTOINE.  A younger 
brother  of  the  naturalist  of  the  same  name, was  born 
at  Aprey  in  1764.  lie  was  appointed  inspector 
of  miues  and  manufactures  in  Burgundy,  but  the 
office  was  abolished  by  the  division  of  Frauce 
into  depurtmeuts.  lie  after  wants  filled  several 
public  offices,  and  died  iu  BesauQon  in  1837. 

BOSELLINI,  CARLO. 

Naovo  esame  delle  sorgenti  della  privata  e pub- 
blica  richezza.  Modena,  1816' 17. 

BOSWORTH,  JOSEPH. 

2'he  neces.sity  of  the  anti-pauper  system  shewn  by 
an  example  of  the  oppression  and  misery  produced 
by  the  allowance  system.  Loudon,  1829. 

BOTELHO,  SEBASTIAO  XAVIER. 

Memoria  estatistica  sabre  os  dominios  Portu- 
guezes  na  Africa  Oriental.  Lisboa,  1835. 

Segunda  parte  da  memoria  estatistica,  Lis- 
boa, 1837. 

BOTERO,  GIOVANNI.  Born  at  Berne,  iu 
Piedmont,  in  1540.  He  was  secretary  to  St. 
Charles  Borromeo,  and,  after  his  death,  was  sent 
as  envoy  to  Paris.  He  was  afterwards  tutor  to 
the  children  of  Charles  Emmanuel.  Duke  of  Savoy, 
aud  died  in  1617. 
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Della  ragione  di  stati,  Venice,  1589. 
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Erumentarid  Mercahird.  Leodli,  1829. 

BOTTIN,  SEBASTIEN. 

Statistiqxie  annueUe  de  Cindustrie.  Paxis,  1835. 

BOUCHAUD,  MATHIEU  ANTOINE-  Born 
at  Paris  iu  1719.  He  was  a member  of  the  In- 
stitute, aud  professor  of  law.  He  died  iu  1814. 

De  rimputdu  vitigtieme  sur  les  successions,  et  de 
Vimpot  sur  les  marchaiaiises  chez  les  liomains. 
Paris,  1766. 

Theorie  des  traites  de  commerce  entre  les  nations. 
Paris,  1777. 

BOUCEffiR,  P.  B,  Professor  of  commercial 
law. 

Le  consulat  de  la  mer,  ou  Pandectes  du  droit  com- 
mercial et  maritime.  Pai'is,  1808. 

Histoire  d usure  chez  les  anciens  peuples.  Paris, 
1809. 

Traite  complet,  thwrique  et  pratique  de  tous  les 
papiers  de  credit,  et  de  commerce,  Paris,  1808. 

BOUCHERETT,  AYSCOGHE. 

A few  observations  on  com,  currency,  Lou- 

don, 1840. 

BOUCHET,  HENRI. 

Solution  politique,  industrielle,  et  sociale.  Appel 
au  peuple,  organisation  de  credit.  Paris,  1805. 

BOUCHON-DUBOURNIAL,  HENRI.  En- 
gineer to  the  office  of  roads  aud  bridges,  aud 
translator  of  Cervantes.  Born  at  Toul  iu  1 749, 
and  died  at  Paris  in  1828. 

Considerations  sur  les  finances.  Palis,  1788. 
Considerations  sur  les  Jinances,  sur  la  Dette 
pahlique,  sur  la  necessite  et  les  moyens  de  creer 
un  milliard  en  papier-monmxie,  aussi  soiide  et  plus 
precieux  que  lor,  ^'c.  Paris,  1814, 

BOUET-WILLAUMEZ,  E, 

Commerce  de  la  traite  des  noirs.  Paris,  1818. 

BOUGAINVILLE,  J.  P.  E.E.  Brother  of 
the  celebrated  navigator,  was  born  at  l*aris  the 
1st  of  December,  1722.  He  became  Secretary  to 
the  Academy  of  Inscriptions  and  Belles  Lettres. 
He  died  22ud  of  June,  1763. 

Discours  sur  les  metrojndes  grecques,  tire  des 
memoires  de  P Academic,  des  inscriptions  et  belles 
lettres.  Paris,  1785. 

BOULAINVILLIERS,  HENRI  DE,  Le. 
CoxTB.  Born  the  11th  of  October,  1658,  at  St, 
Saire,  in  Normandy.  He  was  an  eminent  Avriter 
of  his  day,  but  from  being  a very  ardent  admirer 
of  the  feudal  system  his  works  are  not  much 
thought  of  now.  He  is  mentioned  by  Montes- 
quieu (^Esprit  des  Lois,  Liv.  xxx.  c.  10.  After  a 
literary  career  he  died  at  Paris  in  1722. 

Memoires  presentes  au  due  d Orleans,  regent  de 
France,  contenant  les  moyens  de  rendre  ce  royaume 
triis  puissant,  et  daugmenter  considerablement  les 
revenus  du  roi  et  du  peuple.  La  Have,  1727. 
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factm  "A‘,  le  nomhre  des  hahitaus,  Londtju, 

1727. 
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Tiibi:  gen,  1618. 
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BO  JRBON,  FRANCIS  LOUIS. 

Op  nions  sur  les  finances.  Purls,  1795. 

BO  JREAU-DESLANDEES,  ANDRE 
I RANQOIS. 

An  ^.ssaif  on  maritime  power  and  commerce,  par* 
ticnla  hj  those  of  France,  Loiulun,  1743. 

BO  JRGOIS.  Capitaine  de  fregate. 

Ra^  port  d M.  Ducos.,  minisfre  de  la  marine,  sur 
la  nai  gation  commerciale  d capeur  de  VAugleterre, 
Paris  1854. 

BO  JRETTE. 

De  la  hierarchie  commerciale,  Versailles,  1848. 

BO  JTARD,  CHARLES.  Formerly  memlier 
of  till  Tribunal  and  Chamber  of  Commerce  of 
Toun 

Lil  -e  monetisation  de  la  propriete.  Paris,  1854. 

BO  JTEROUE,  CLAUDE. 

Rct  her'ckes  curieuscs  des  monnoyes  de  France, 
dipui  le  commencement  de  la  monarchic.  Paris, 
1666. 

BOJTOWSKI.  A Russian  economist,  born  at 
St.  P tersburgh  in  1814.  A Councillor  of  State, 
and  11  ember  of  several  societies  in  that  city. 

An  e.ssay  on  National  Wealth  and  the  principles 
of  Ft  litical  Fconomy,  (In  Russian.)  St.  Peters- 
burg, 1847. 

BO  JVARD,  A. 

No  ice  sur  la  mesure  de  la  vie  humaine,  Paris, 


1849. 


BO  T'ER  DI  ROSELLO,  J.  MARIA. 

De  origeji,  progreso  y actual  estndo  de  la  Agri~ 
cnltur  i,Artes,y  Commercio,  en  la  Isle  de  Mallorca, 
Palm  i,  1841. 


BO  VEN,  FRANCIS.  , ^ 

Th  principles  of  Political  Economy  applied  to 
the  CO  idition,  the  resources,  and  the  institutions  of 
the  A nerican  people,  Boston,  U.S.,  1856. 


BO  VRING,  EDGAR  ALFRED.  Son  of  Sir 

John  Rowring.  Has  translated  the  poems  of 
Goetl  e,  Schiller,  and  Heine.  Librarian  to  the 
Roan  of  Trade,  and  Secretary  to  the  Royal  Com- 
missi' n for  the  Exhibition  of  1851. 

Fr\  « trade,  and  its  so  called  Sophisms.  Lon- 
don, ‘ 850. 

Du  ing  the  warm  economical  discussions  follow- 
ing S r Robert  Peel’s  gi*eat  reforms,  a “ barrister," 
gener  .liy  supposed  to  be  Mr.  Justice  Ryles,  pub- 
lished a little  volume,  entitled  the  “ Sophisms  of 
Free  Frade,'"  somewhat  after  the  manner  of  Bas- 
tiat's  ^nphismes  cconomiques.  Mr.  Rowring’s  work 
is  a ri  ply  to  it. 


BO  VRING,  SIR  JOHN,  LL.D.  Was  born 
at  E->  iter,  the  17th  October,  1792.  He  was  early 


distinguished  for  his  acquirements  in  the  lan- 
guages of  Eastern  Europe,  ami  he  juiblislicd 
metrical  versions  from  Russian,  Polish,  Servian, 
and  Magyar  poems,  besides  some  original  i>ieces. 
He  was  an  intimate  friend  of  Rentham,  who 
appointed  him  one  of  his  executors;  and  he,  in 
conjunction  with  Mr.  John  Hill  Rurtoii,  edited 
the  collection  of  Reiitham’s -works.  In  1825  he 
became  editor  of  tiui  Westminster  Review,  and 
contributed  largely  to  it.  He  has  been  several 
times  employed  by  Government  to  make  reports 
on  the  commerce  of  foreign  countries.  They  re- 
late to  France,  Swiizerland,  Tuscany,  Syria,  and 
the  German  customs  union.  He  was  in  Parlia- 
ment from  1835  to  1837,  and  again  from  1841  to 
1849,  when  he  was  appointed  Consul  at  Hong 
Kong.  He  returned  to  England  in  1853,  and  in 
the  following  year  ^vas  knighted,  and  appointed 
Governor  of  Hong  Kong.  During  this  appoint- 
ment he  paid  a visit  of  state  to  the  King  of  Siam. 

First  report  on  the  commercial  relations  between 
France  and  England,  1 834, 

Second  report,  1 835. 

Report  on  the  commerce  and  manufactures  of 
Sivitzey'land.  1836. 

Report  on  the  statistics  of  Tuscany,  Taicco,  the 
Pontifical,  and  the  Lombardo-  Venetian  States. 
1838. 

Report  on  Egypt  and  Candia.  1 840. 

Report  on  Commercial  Statistics  of  Syria, 
1840. 

The  decimal  system  in  numbers,  coins,  and  ac- 
counts, especially  icith  reference  to  the  decimalisa- 
tion of  the  Currency  and  accountancy  of  the  United 
Kingdom. 

BOYD,  WALTER.  An  eminent  merchant 
of  Loudon. 

A letter  to  the  Right  Honorable  FV.  Pitt  on  the 
influence  of  the  stoppage  of  issues  in  specie  at  the 
Bank  of  England,  on  the  prices  of  provisions  and 
other  commodities.  London,  1801. 

In  1800  and  1801  there  -was  a gi*eat  scarcity  of 
coin,  and  the  prices  of  all  kinds  of  provisions 
were  very  high.  Tliere  was  a gi’cat  demand  for 
specie  for  exportation,  and  the  market  price  of 
gold  bullion  rose  to  £4  5s.  per  ounce,  and  silver 
bullion  rose  to  5s.  7d.  per  ounce.  Tlie  exchange 
with  Hamburgh  fell  to  14  percent,  below  par. 
Under  these  circumstances  Mr.  Royd  was  one  of 
the  first  to  shew,  in  the  above  pamphlet,  that 
these  w’ere,  in  fact,  proofs  of  the  depreciatian  of 
the  paper  currency,  and  that  the  difference  between 
the  market  and  the  mint  price  of  gold  bullion  was 
the  proof  and  the  measure  of  the  depreciation. 
Lord  King  also  published  a treatise  to  prove  the 
same  doctrine  (Ki\g,  Lord).  After  a short 
time  this  ditference  subsided,  till  ls09,  wdien 
exactly  the  same  phenomena  recurred,  upon  which 
occasion  Ricardo  first  appeared  as  an  author,  and 
gave  rise  to  the  app'fintuient  of  the  Bullion  Coin- 
mitte.  (Bullion  Report.) 

Observations  on  Lord  Grenvillds  essay  on  the 
sinking  fund,  Loudon,  1828. 

Reflections  on  the  financial  system  of  Great 
Britain,  London,  1828. 

BOYETET.  A counsellor  of  State. 

Recueil  des  mernotres  rclatif  au  trade  de  com- 
merce avec  V AngleU  rre.  Versailles,  1789. 
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BOYNE,  WILLIAM. 

Tokens  issued  in  the  \ltli  century  in  England, 
Wales,  and  Ireland,  by  cffrporations,  mcrchanVt, 
tradesmen,  ^"c.  London,  1856. 

Tokens  issued  in  the  \lth,  l8fA,  and  19M  cen- 
turies in  Yorkshire,  Loudon,  1858. 


BRADNEY,  JOSEPH. 

Reflections  on  the  Report  of  the  Bullion  Coni- 
miitee.  Rath,  1810. 


BRAMSTON,  THOMAS  GARDINER. 

A qmaetical  inquiry  into  the  nature  and  extent  of 
the  present  agricultural  distress,  ami  the  means  of 
relieving  it.  London,  1822. 

The  principle  of  the  Com  Laws  vindicated, 
London,  1827. 

BRANCAS  LAURAQUAIS,  L.L.G.  DE. 

Due  DE  Rrancas. 

Memoire  sur  la  campagnie  des  Indes,  precMc 
(Pun  discours  sur  le  commerce  en  general.  Paris, 
1769. 

BRANCH,  JOHN,  of  Eye. 

The  crisis  of  England;  her  danger  and  re- 
medy : a statement  of  financial  economy : also  re- 
marks on  the  Currency,  Eye,  1 834. 

Political  Economy ; a reform  of  the  monetary 
.system  preparatory  to  the  complete  development  of 
the  principles  of  Free  Trade  and  Commerce,  \ 
London,  1851. 

A national  systetn  of  finajice,  an  adjustment  of 
prosperity  between  the  landowners  and  the  fund- 
holders,  London,  1854, 

BRAND,  CHARLES. 

A treatise  on  Assurances  and  Annuities  on 
Lives,  Loudon,  1775. 

BRAND,  JOHN.  Rector  of  St.  George’s, 
Southwark. 

A determination  of  the  ax^erage  depression  of  the 
price  of  xcheat  in  tear,  below  that  of  the  preceding 
peace,  and  of  the  readvance  in  the  folloicing,  ivith 
remarks  on  their  greater  variations  in  that  period, 
London,  1800, 

Observations  on  some  of  the  probable  effects  of 
Mr,  Gilbert" s Bill;  to  which  are  added,  remarks 
deduced  from  Dr,  Price's  account  of  the  National 
Debt,  Loudon,  1776. 

BRAND,  THOMAS.  Lord  Dacre. 

A letter  to  W.  Wilshere,  Esq,,  on  the  subject  of 
the  Corn  Laws,  London,  1814. 

BRAUN,  TVETKE. 

Norges  Statistik.  Christiania,  1848, 

BRAUMER,  FRANZ  AUGUST. 

Von  der  Robot  und  deren  AhVusxing  f ur  den 
hohmischer  und  miihrischen  Landman„  Prag. 
1848. 

BRAY,  CHARLES. 

An  outline  of  the  various  Social  Systems  and 
Commxtnities,  London,  1 844, 

An  essay  on  the  union  of  ugriculhire  and  manu- 
factures, and  upon  the  organization  of  industry, 
London,  1844. 


BRAY,  EUGENE  DE.  Le  Chevalier. 
Born  at  Amiens  in  June,  1779, 

Es.sai  sur  la  force,  la  puissance,  et  la  richesse 
natiomde,  Paris,  1814. 

Des  moyens  tTeiendre  le  commerce  aujong  cours, 
et  d" assurer  sa  prosperite,  Paris,  1825. 

BRAYER,  JEAN  BAPTISTE  LEWIS. 

Statistique  du  departemexU  de  VAisnc,  Laoii, 
1825. 

BREAKBREAD,  BARNABY,  A pscudo- 
nym. 

Protection  to  British  industry  considered, 
Warwick,  1850. 

BREBISSON,  ALPHONSE  DE. 

Statistique  d ‘ rarroadissemeut  dc  Falaisc,  1826. 

BREDECZKY,  SAMUEL. 

Historisch  StatisUcker  Beytrag  zum  Deutschen 
Colonial  wesen  in  Enropa,  Rriiii,  1812. 

BREDERLOW,  GOSWIN  VON.  Baron. 

Geshkte  des  Ilamlels  und  der  gewerhlicken 
Kxdtur  der  Oestsee  Reiche  ein  Mittelalter . Rerliu, 
1820. 

BREEN,  HENRY  H. 

St.  Lucia;  historical,  statistical,  and  descriptive, 
London,  1844. 

BRENAN,  JUSTIN. 

The  Naiional  debt\and  public  fmuh  simplified 
for  general  comprehension,  Loudon,  1849. 

BRENNER,  ELIAS. 

Thesaurus  niimmorum  Sueo-Gothicorum,  Hul- 
miaj,  1731. 

BRERETON,  C.  D. 

An  inquiry  into  the  workhouse  systern,  and  the 
law  of  maintenance  in  agricultural  distidcts.  Nor- 
wich, 1822. 

Observations  on  the  odininistration  of  the  Poor 
Laws  in  agricultural  districts.  Norwich,  1824. 

A practical  inquiry  into  the  number,  means  of 
employment,  and  xcages  of  agricultural  laborers, 
Norwich,  1824. 

The  suboxulinate  magistracy,  and  Parish  system, 
considered  in  connexion  with  the  causes  and  re- 
medies of  modern  pauperism,  Norwich,  1827. 

BREREWOOD,  HOWARD. 

De  ponderibus,  ct  pretiis  vetervm  niimmorum, 
enrnmque  cum  recentioribus  collatione,  Loudon, 
1614. 

BRESSON,  JACQUES. 

Uistoire  financicrede  la  France,  depws  V origtne 
de  la  monarchie,  jusqiC  d Tannce,  1828.  Third 
Edit.  Paris,  1857. 

Des  fonds  publics  franqais  ct  ctrangers,  et  des 
operations  de  la  Bourse  de  Paris,  Paris,  1843. 

Liherte  du  taux  de  f interlt,  ou  abolition  des  lois 
sur  Fiisure,  avec  des  riflexions  sur  la  Banque  de 
France,  Paris.  1848. 

BREULIER,  ADOLPHE.  Advocate  in  the 
Imperial  Court  of  Paris. 

Du  droit  de  perpetuite  de  la  propriete  intel- 

lectuelle.  Paris,  1855. 
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BRE  TTERy  GEORGE. 

The  if^hts  of  the  poor  conskleredy  with  the  cause 
and  ejft  :ts  of  monopoly.  Loudon,  IbOO. 

BRE  i^TSTER,  SIR  FRANCIS. 

Ksaa  m on  trade  and  navigation.  London,  1695. 

New  Essays  on  Trade.  Loudon,  1702. 

BRI.  iNCOURT,  MATHIETJ. 

L'or^  anisation  du  travail  et  rassociation.  Pans, 
1615. 

BRI.  lUNE, 

Du  j.  ’’ix  des  grainSy  du  lihre  echange  et  des  re- 
serves. Paris,  1657. 

BRI  LVOINNE. 

De  r ndustrie  en  Belgique,  Sa  situation  actuelley 
cause  d decadence  et  prosperite.  Brussels,  1859. 

BRIi  iKWOOD,  JOHN. 

Fact  relative  to  the  Corn  Laws.  Loudon,  1815. 

A pi  in  for  redeeming  the  neio  four  per  cents. 
Loudoi  , 1850. 

BRUDGNE,  N.  Master  of  Requests  to  the 
Council  of  State.  Died  in  1820. 

Sduc  'ion  des  Finances.  Paris,  1819. 

BRE  IL,  ADOLPHE. 

Etud 's  economiques  S7ir  les  motifs  dc  la  suppres- 
sion de  achaire  de  Ceconomie  politique  au  College 
de  Fra  ce.  Paris,  1848. 

BRI  -RE,  ALEXANDRE. 

De  I organisation  du  travail  par  les  societes  en 
commat  iites,  Paris,  1848. 

BRIC  ANTI,  ! FILIPPO,  Born  at  Gallipoli , 
in  Nap  es,  in  1724,  died  in  1804. 

Esai  e economico  del  sistema  civile,  1780, 

BRII  rGS,^‘ JEREMIAH. 

The  I'oges  of  the  people.  Derby.  1858. 

> BRIGGS,  JOHN.  General. 

7'he  otton  trade  of  India,  London,  1840. 

2'he  ^ 'resent  land-tax  of  India  considered  us  a 
measur  of  Finance,  London,  1830, 

BRU  iHT,  HENRY,  S. 

iStati  tics  of  the  corn  trade,  1828 — 1853.  Lon- 
don, It  54, 

BRi:  iLAT-SAVARIN,  ANTHELME.  Born 
in  174  A Judge  of  the  Court  of  Cassation. 
Died  ai  Paris  in  172G. 

P«e6  et  projets  d economic  politique,  Paris, 
1801. 

BRI  iLEMONT. 

Adrt  ise  aux  83  dtpartements  (on  the  banking 
system  of  J.  A.  de  Ferrieres).^  Paris,  1791. 

BRI  (CARD.  Auditor  to  the  council  of  state. 

Le  7.  juveau  et  Vancien  droit  du  timbre,  Paris, 
1856. 

BRIIDLEY,  JOHN. 

A re  )ort  of  the  public  discussion  on  Socialism, 
held  in  he  theatre,  Sheffield.  Shellield,  1840. 


BRION  DE  LA  TOUR,  LOUIS. 

Tableau  de  la  population  de  la  France,  ^‘C.,  ^ c. 
Paris,  1789. 

BRISBANE,  ALBERT. 

Social  destiny  of  man,  or  association  and  re- 
organisation of  industry.  Philadelphia,  1 840. 

BRISCOE,  JOHN.  In  the  year  1694  there 
were  multitudes  of  schemes  for  Banks  before  the 
public.  Oue  succeeded, — tlie  Bauk  of  England. 
A knot  of  persons,  among  whom  the  most  con- 
spicuous were  Asgill  (Asgill)  aud  Briscoe,  were 
very  active  in  getting  up  an  opposition  scheme, 
for  the  pm'pose  of  baling  a paper  currency  on  the 
security  of  laud.  Tlie  plan  which  Law  took  up 
afterwaids.  These  persons  actually  got  Pai'lia- 
meut  to  pass  a BUI  for  this  Laud  Bauk,  in  1696  ; 
but,  fortunately  tor  the  country,  and  all  concerned 
in  it,  the  project  totally  failed.  We  have  not  been 
able  to  discover  any  particulars  of  this  Mr. 
Briscoe,  who  was  one  of  the  most  active  pro- 
moters of  this  Bauk.  (Land  Bank.) 

An  abstract  of  the  discoiiVse  on  the  late  funds 
of  the  million-acts,  lottery  and  Bank  of 

England,  London,  1694. 

An  explanatory  dialogue  of  a late  treatise,  in- 
iiiuled  ^'A  discourse  on  the  late  funds  of  the  mil- 
lion-acts,'' ^*c,  Loudon,  1694. 

An  account  of  the  National  Land  Bank.  Lou- 
don, 1695. 

An  account  of  the  value  of  the  estates  in  the 
several  counties,  subsa'ibed  towards  the  fund  for 
a national  Land  Bank,  from  Wth  June  to 
July,  1695.  London,  1695. 

The  freehold  estates  of  England,  or  England 
itself  the  best  fund  or  security,  Loudon,  1695. 

Reply  to  a pamphlet  in  answer  to  the  above. 
Loudon,  1695. 

Proposals  for  raising  money  for  the  National 
Land  Bank,  London,  1695. 

'To  the  honorable  the  knights,  citizens,  and  bur- 
gesses in  Parliament  assembled.  Proposals  for 
regulating  the  coin  of  the  kingdom,  Loudon, 
1695. 

To  the  knights,  citizens,  and  burgesses  in  Par-. 
Uameni,  a short  scheme  or  proposal  for  a National 
Land  Bank,  Loudon,  1695. 

To  the  Lords  spiritual  and  temporal,  a?id  Coin- 
mons,  in  Parliament  assembled,  ^^An  address  re- 
specting a National  Laud  Bank.)  London,  1695. 

An  answer  to  a late  pamphlet,  entitled  Reasons 
offered  against  the  intended  project  commonly 
called  the  National  Land  Bank,  London,  1696. 

Defence  of  Dr,  Jl,  Chamberlen's  Bank,  or 
office  oj  credit,  London,  1696. 

BRISSOT,  JEAN  PIERRE.  De  Warville, 
the  celebrated  Giroudiu;  executed  in  1794. 

Discours  sur  la  rarete  du  numeraire  et  sur  les 
moyens  d'y  remedicr,  Paris,  1790. 

The  commerce  of  America  with  Europe,  Trans- 
lated from  the  French.  New  York,  1/95. 

BRISTED,  JOHN,  of  the  Inner  Temple. 

Hints  on  the  National  Bankruptcy  of  Great 
Britain,  and  on  her  resources  to  maintain  the  pre- 
sent contest  with  France.  New'  York,  1809. 

America  and  her  resources,  or  a dew  of  the 
agricultural,  commercial,  manufacturing,  Jinancial, 
political  capacity  and  character  of  the  American 
people.  London,  1818. 


''■I 


BROOKS. 

BRITTANICUS.  rscndou3Tii.  I 

Corn  Laws  defended,  or  agriculture  onr  first 
interest,  and  the  mainstay  of  trade  and  commerce. 
Leeds,  1844. 

BRITTANICUS.  eud  13,  j 

A Treatise  on  the  Cjtrrency  ; in  which  the  prin- 
ciple of  unifonnitjj  is  advocated.  Edinburgh, 
1826. 

BRITTEN,  PASHLEY. 

IJistorical  and  Sfatisilcal  riew  of  the  progrcs.^i 
of  British  commerce  from  the  Norman  Conquest 
to  1851.  London,  1852. 

BRIZI,  ORESTE. 

Qnadro  storico-statistico  della  serenissima  re- 
puhlica  di  San  Marino.  Firenze,  1 842. 

BROADHURST,  JOHN. 

Beasons  for  not  repealing  the  Corn  Laics. 
London,  18.39. 

Political  Economy.  London,  1842. 

BROCKETT,  WILLIAM  HENRY. 

The  tradesman' s tohens  (of  the  17th  century)  of 
Derbyshire.  Gateshead,  1857. 

BROGGIA,  CARLO  ANTONIO.  An  emi- 
nent Neop(»Htan  merchant,  who  ]uiblished,  in  j 
1743,  two  works  on  taxation  and  money.  He  ! 
was  highly  extolled  in  his  day  ; but,  from  the 
abstract  of  his  doctrines  given  by  Pecchio,  we 
should  not  form  any  very  high  opinion  of  them. 
He  was  au  advocate  of  the  mercanrile  system. 
Notwithstanding  that  he  demeaned  himself  by 
great  sycophancy  to  those  in  power,  he  published 
a treatise  in  1754,  which  gave  ofTence  to  the 
ministers.  He  was  exiled  to  Palermo,  where  he 
remained  several  years.  He  returned  to  Naples, 
and  died. 

Tratiato  di  Trilmti.  Napoli,  1743, 

Tratiatn  delle  monete,  considerate  ve'  rapporti  di 
legitimn  rednziovc,  di  circolazione,  e di  deposito. 
Napoli,  1743. 

BROGNIART. 

Mhnoire  sur  les  resultats  probable  des  tontines. 
Paris,  1856. 

BROIS  DE  BEAUMETZ,  BON  ALBERT. 

Opinion  sur  les  T Assignats  de  5 litres.  Paris, 
1791. 

Reflexions  snr  la  pnrtie  du  projet  (I organisation 
du  tresor  public,  Paris,  1791. 

BROOKE,  WILLIAM,  F.S.A, 

The  true  causes  of  our  present  distress  for  pro- 
visions ; with  a plan  for  the  future  prevention  of 
so  great  a calamity.  London,  1800. 

BROOKES,  S. 

Thoughts  on  the  Poor  Laws,  with  a plan  for 
reducing  the  Poor-rates,  preparatory  to  their  abo- 
lition. London,  1822. 

BROOKS,  THOMAS,  Accountant, 

An  authentic  account  of  all  the  different  coins 
by  which  accounts  in  the  East  Indies  are  kept. 
London,  1763. 

An  authentic  account  of  the  weights  and  measures. 


BROWN. 
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^'C.,  made  use  of  at  the  several  ports  in  the  East 
Indies.  Loudon,  1752. 

BROOME,  RALPH. 

Observations  on  Mr.  Paine's  Decline  and  Fall 
of  the  English  System  of  Finance.  London,  1706. 

BROUCKERE,  CHARLES  DE.  Born  18th 
Januaiy,  1796,  at  Bruges.  Served  in  the  army 
from  1815  to  1820,  aud  was  a de]>nty  to  the 
States  General  in  1826.  Tu  1830  he  was  a mem- 
ber of  the  congress,  then  of  the  chamber  of  rejire- 
sentatives,  and  successively  minister  of  finance, 
of  the  interior,  and  of  war.  He  afterw'ards  be- 
came professor  of  mathematics  and  political  eco- 
noni}'.  He  has  also  filled  many  other  offices,  ami 
has  written  many  articles  in  periodicals  on  econo- 
mical subjects.  He  has  also  published — 

Lettre  d M.  le  Comte  J.  Arrivabene  sur  la  con- 
dition des  travailleurs.  Paris,  1845. 

Principes gena^aux  a'economie  politique.  Brus- 
sels, 1851. 

BROUGHAM  AND  VAUX.  Loan.  The 

most  illustrious  of  the  friends  and  disciples  of 
Benthara,  and  to  whom,  beyond  all  comparison, 
the  immortal  honor  is  due,  of  having  led  the  way 
in  the  great  practical  reforms  which  are  the 
realisation  of  his  ideas,  was  born  in  St.  Andrew’s- 
Sqiiare,  Edinburgh,  on  the  19th  September,  1779. 
To  attempt  the  biograpli^'  of  one  who  will  fill  a 
greater  space  in  the  eye 'of  posterity  than  any 
man  of  this  age,  in  the  nai*row  limits  to  which 
we  are  necessarily  confined,  would  be  manifestly 
absurd.  To  detail  his  services  to  Political  Eco- 
nomy would  be  simply  to  nai-rate  tlie  history  of 
those  great  economical  discussions  which,  since 
the  groat  debates  on  the  Cun-cncy  questu>n,  in 
1811,  have  formed  so  conspicuous  a portion  of  our 
Parliamentary  Historj'.  In  all  of  these  the  name 
of  Brougham  will  always  be  found  battling  in 
the  foremost  ranks  of  enliglitemnont  and  truth. 
He  was  Attorney-General  to  Queen  Caroline  for 
many  years;  and  Lord  Chancellor  of  Englmul 
from  1830  to  1834.  In  1825  the  University  of 
Glasgow  honored  him  by  electing  him  Lord 
Rector,  against  Sir  Walter  Scott,  by  the  casting 
vote  of  Sir  James  Mackintosh.  In  1859  the  re- 
formed University  of  Edinburgh  honored  them- 
selves by  electing  him  their  first  Chancellor. 

Besides  innumerable  speeches  and  articles  on 
economical  subjects,  Lord  Brougham  published 

An  inquiry  into  the  Colonial  policy  of  the 
European  powers.  Edinburgh,  1803. 

BROWNE,  LEWIS.  Inspector  in  the  Bel- 
gian Post  Office. 

La  riforme  postale  cn  Angleterre;  examen  dc 
ses  resultats  depuis  son  origine,  jusqu' d ce  jour, 
Brussels,  1857. 

i BROWN,  Dr.,  of  Dolpliington. 

An  essay  on  the  new  project  for  a land  mint, 
proposing  a proper  and  practicable  scheme  and 
expedient,  Edinburgh,  1705. 

This  is  one  of  the  numerous  pamphlets  which 
were  issued  at  this  period,  advocating  a paper 
currency,  based  upon  land.  Law  proposed  that 
notes  should  be  created  to  the  amount  of  20  j-ears, 
purchase,  Dr.  Brown  to  the  amount  of  5 years. 

The  circumstances  of  Scotland  considered  with 
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* to  the  present  scarcifu  of  money. 

1705. 

Brown  attributes  the  jrrcat  scarcity  of 
ill  Scotland,  to  the  issue  of  £1  notes  by 
aiik  of  Scotland.  lie  speaks  of  them  as 
r been  issued  for  a considerable  time.  He 
ites  a laud  paper  currency. 
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OWN,  HENRY.  Artisan. 
cotto)i  fields  and  cotton  factories  ; being  a 
ar  view  of  the  rise  and  progress  of  the  cot- 
tnufacture.  Loudon,  1840. 
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OWN,  JOHN  BAILEY. 

! evils  of  our  present  %Toint  Stoch  Eanlcing 
i considered,  with  a few  practical  andprac- 
^ suggestions  for  its'improvement.  Loudon, 
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OWN,  R.  Shipowner  of  Sunderland. 
argumeyit  in  defence  of  the  principle  of  the 
nation  Laws.  Bishopwearmouth,  1847. 
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OWN,  ROBERT.  Fanner  at  Merkle. 
leral  view  of  the  agriculture  of  the  West 
g of  Yorkshire.  London,  1799. 
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OWN,  ROBERT,  of  ITamilton. 

u:,  its  culture  and  preparation  in  Scotland, 

id,  and  Flanders.  Glasgoiv,  1851. 
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.OWN,  ROBERT,  of  Inverness. 

icturesand  Remarks  on  the  Lari  of  Selkirk  s 
rations  on  the  present  state  of  the  Highlands  of 
ind,  with  a view  of  the  causes  and  prohible 
laences  of  emigration.  Edinburgh,  It^Ob. 
*t€Ts  on  the  distressed  state  of  agncultarists. 
lurgh,  1816. 
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.OWN,  THOMAS  JAMES. 

,mical  Saroey  of  the  Cora  Trade  from  1697 
51.  London,  1851. 
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.OWN,  WILLIAM. 

creator;  or.  Commerce  retrieved.  London, 
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BROWNE,  J.  HOUSTON. 

The  navigation  laws  ; their  history  ond  opera^ 
iion.  London,  1847. 

The  navigation  laws,  a national  question. 
London,  1848. 


BROWNE,  SIR  JOHN,  o/Diihlin 

Seasonable  remarks  on  Trade.  Dublin,  w -8. 
A scheme  of  the  money  matters  of  Ireland. 

Dublin,  1729.  ^ ^ 

An  essay  on  trade,  in  general.  Dublin,  1 
A short  review  of  several  p)amphlets  on  com. 
Dublin,  1780. 

The  benefits  which  arise  to  a trading  people 
from  navigable  rivers.  Dublin,  1729. 


, OWN,  THOMAS,  of  Luton. 

neral  view  of  the  agriculture  of  the  County  of 

y.  London,  1794. 


1.0WN,  WILLIAM,  M.P.  for  South  I.an- 
re.  Statement  of  the  difiereni  plans  of  deci- 
iccounts  and  coinage.  Loudon,  1854. 
ximal  coinage,  t-ondou,  1854. 


LOWN,  WILLIAM  KEER. 

tier  to  the  Right  Honorable  George  Canning, 
ive  to  a free  trade  in  corn  tn  Great  Britain. 

erbury,  1825.  , ^ 

letter  relative  to  the  British  trade  at  Genoa. 

estop,  1823.  7 r • L 

i the  extension  of  the  British  and  Irish 

nes.  Dover,  1847. 

i neutral  trade  and  right  of  search.  Faver- 
i,  1857. 
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BROWNE,  WIIiLIAM  JOHN- 

The  real  FA  Dorado ; or,  true  principles  of 
currency  developed.  London,  1847. 


BROWNE-DIGNAN,  D.  M. 

Essai  stir  les principes  politique  (Teconomte  pub- 
lique.  Loudon,  1776. 


BROWNING,  a.  . . 

The  domestic  a>i<T,  financial  system  of  Great 
Britain.  Loudon,  1834. 


BROWNING,  REUBEN. 

The  finances  of  Great  Britain  considered. 
London,  1859. 


BRUCE,  ARTHUR. 

General  view  of  the  Agriculture  of  the  County 
of  Berwick.  Loudon,  1794. 


BRUCE,  JOHN,  M.P.,  F.R.S.,  &c. 

Annals  of  the  East  India  Company  from  1600 

to  1708.  London,  1810. 

Report  on  the  Renewal  of  the  Company  s exclu- 
sive privileges  of  Trade  for  twenty  years  from 
March,  1 794.  Loi  idon,  1811. 


BRUCE,  W.,  of  Bristol. 

Poor-rates  for  Ireland.  London,  1829. 


BRUECKMANN,  FRANZ  ERNEST. 

Bibliotheca  Nvmismatum,  odcr  verzeivhmss  t er 
meisten  Schrifften  so  von  Muntzwescn  handetn 
colleairt.  Wolfeubuttel,  1729. 


BRTJGGEMANN,  CHARLES  HENRI. 

JJste's  Nationals  System  der  politisches  (Eco- 
nomie  kritisch  belevchtel.  Berlin,  1842. 

Der  Deutsche  Zollverein  und  das  Schutzsystem. 

Berlin,  1825. 


BRUGIERE,  J.  T. 

Quelqnes  idees  stir  la  situation  du  commerce  en 
France.  Paris,  1800. 


lOWNE,  EDMUND  HEAD, 

few  words  on  the  gold  question ; shewing  that 
:alue  of  gold  will  not  become  depreciated  by 
arge  discoveries  of  that  metal.  Loudon,  1852. 


BRULLEY,  CHARLES  AUGUSTIN. 

Rhultats  de  la  revolution  quant  au  commerce  a 
la  marine  et  aux  colonies,  Paris,  1793. 


BRUNACCI,  GIOVANNI. 

Here  numwaria  Patavinorum.  > enctus,  t 


BRUNET,  JEAN.  _ ^ 

Le  Messianisme  ; organisation  generate  coimii- 
iution  de  la  propricie  intellectuelle.  1 aris,  18j7. 
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BRUNET,  GUSTAVE.  An  ardent  Econo- 
niist,  was  born  in  1809  at  Bordeaux.  He  was 
general  secretary  to  the  committee  of  the  wine- 
growers, and  of  tlie  free  trade  society.  He  has 
been  an  active  contributor  to  the  Journal  des 
Economiste.s,  to  the  Annuaire  d economic  politique, 
and  to  tlie  Libre  Echange. 

De  la  consommation  des  vins  de  France  en 
Angleierre.  Bordeaux,  1846. 

Essai  de  complement  de  la  statistisque  du  de- 
partement  de  la  Gironde.  Bordeaux,  1847- 

Recherches  sur  le  mouvement  commercial  de  la 
France,  et  sur  celui  de  Bordeaux  en  particulier. 
Bordeaux,  1845. 

Prugres  de  la  navigation  commercial  (T Angle- 
terre,  situation  sur  la  marine  franqaise.  Bor- 
deaux, 1845. 

Lettre  d M.  le  Baron  C.  Dupin.  Bordeaux, 
1846. 

BRUNS,  CH.  G.  Professor. 

Das  recht  des  Besitzes  im  Mittelalter,  und  in 
der  Gegenwart.  Tubingen,  1847. 

BRUNUS,  ALBERTUS. 

Traetatus  augmenti  et  diminxdionis  monciariim, 
1591. 

Traetatus  insignis  augmenti  et  diminuiionis 
monetarum,  1506.  1591. 

BRYAN,  JAMES  BUTLER. 

A practical  view  of  Ireland  from  the  period  o f 
the  Union,  with  i)lans  for  the  relief  of  the  poor. 
Dublin,  1831. 

BUCHANAN,  DAVID.  Published  an  edi- 
tion of  the  Wealth  of  Nations,  in  1814,  with  notes 
and  an  Appendix. 

Inquiry  into  the  Taxation  and  Commercial 
p>olicy  of  Great  Britain.  Ediuburgh,  1844. 

BUCHANAN,  JAMES.  British  Consul  at 
New  York. 

Reasons  submitted  in  favor  of  allowing  a tran- 
sit of  merchandize  through  Canada  to  Alichigan, 
without  payment  of  duties,  ^c.  Toronto,  1836. 

BUCHANAN,  ROBERT.  Social  Mission- 
ary, 

Socialism  vindicated.  ^Manchester,  1840, 

BUCHE  DE  PAVILLON. 

Essai  sur  les  causes  de  la  diversite  des  taux  de 
VinterU  de  Vargent  chez  les  pcuples.  Paris,  1756. 

BUCHNER,  JOANNES  CHRISTOPHERUS. 

De  excolendo  studio  ceconomico,  tarn  principum 
quam  privatorum.  Lipsiai,  1712. 

BUCKLAND,  JAMES  M. 

Agricultural  Statistics;  Practical  suggestions 
for  a national  system  of  annual  Agricultural 
Statistics.  London,  1855. 

BUDELIUS,  REREBUS. 

De  monctis  et  re  nummarid  libri  duo,  S^c. 
Coloniffi  Agrippinaj,  1591. 

BUDIE. 

Organisation  de  Tinsiruction  et  du  travail. 
Dole,  1848. 


BUDON,  GUISEPPE. 

Introduzione  alia  setenza  delle  monete  antiche. 
Tradoita  dal  Tcdesco.  1790. 

BUELOW,  ALEXANDER  VON.  Baron. 

Auswandcrung  und  Colonisation  in  Inleresse 
des  Deuischen  Handels.  Berlin,  1849. 

BUELOW,  CUMMEROW  E.  VON. 

Das  Bankwesen  in  Preussen,  mit  Bezug  anf  die 
Cahinetsordre  vom  11  April,  1846.  Berlin,  1846. 

Betrachtungen  tiher  Mefall-und  Papiergeld, 
uher  Ilandelsfreiheit,  Prohibitiv-System, 
Berlin,  1824. 

Das  Normale  Geldsystem  in  seiner  Anwendung 
anf  Preussen.  Berlin,  1846. 

Ueher  Preussen' s Finanzen.  Berlin,  1841. 

Ueber  Preussen's  landschaflliche  Creditvereine, 
Berlin,  1843. 

Die  Taxen,  Berlin,  1847. 

Ueber  die  beabsichtigfe  7ieue  Organisation  der 
Ki'miglichen  Bank.  Berlin,  1846. 

Der  Zollverein,  sein  System  und  dessen  Gegncr. 
Berlin,  1844. 

BUESCH,  JOHANN  GEORG. 

Siwiiliche  Sekrtfien  uber  Banken  und  Munt- 
zwesen.  Hamburg,  1801, 

Samtliche  Schrifien  uher  die  Uandlung.  Ham- 
burg, 1824-27. 

Abhandlung  von  dem  Geldsumlaufin  RUksicht. 
Hamburg,  1780. 

Von  geldumlauf.  Hamburg,  1800. 

BUPFINI,  ANDREA. 

Ragionaminti  storici  economico-siatistici  e mo- 
rali  intorno  alV  Ospizio  dei  Trovatelli  in  Milano, 
Milano,  1844. 

BUGEAUD  DE  LA  TICINERIE,  THOMAS 
ROBERT.  Duke  dTslt,  Marshal  of  France. 

Les  socialistes  et  le  travail  en  commune.  Paris, 
1848. 

An  onslaught,  in  true  military  style,  on  the 
idiotic  scheme  of  the  Socialists.  The  Marshal 
details  the  utter  failui'c  of  some  military  colonies 
founded  in  Algeria,  on  the  Socialist  principle  of 
working  in  common. 

BUGGIANI.  F. 

Saggio  di  studj  economict.  Venezia,  1849. 

BULAU,  FREDERIC.  Born  in  1S03.  In 
1 836  appointed  professor  of  practical  philosophy 
at  Leipsig. 

Encyclopoidie  der  Staatswissenschaft.  Leipsig, 
1832. 

Der  Staat  und  der  Landban.  Leipsig,  18.33. 

Der  Staat  und  die  Indu.Htrie.  Leipsig,  1834. 

Handbuch  der  Staatswissenschafislehre.  Leipsig, 
1835. 

DULLER,  THOMAS  WENTWORTH. 

A reply  to  a inunphlet  by  D,  Ricardo  on  protec- 
tion to  agriculture.  London,  1822. 

BULLION,  THOMAS.  Pseudonym. 

The  internal  management  of  a country  Bank. 
Loudon,  1850. 


288 


BULLION  RErORT. 


blue  ION  REPORT. 


II  LLION  REPORT.  This  is  the  name  by 
whic  the  celebrated  Jieport  from  the  Select  Com- 
mittc-  on  the  High  Price  of  Gold  BnlUon^  in  1810, 
is  coi  nnonly  known.  It  forms  one  of  the  prroat 
land-  narks  in  Political  Kconomy,  and  deserves 
the  1 lost  attentive  study  from  every  student  in 
Polit  cal  Economy.  Xot,  however,  that  it  con- 
tains much  that  is  absolutely  novel,  because 
the  n ain  subject  of  its  iiKiuiry,  and  the  principal 
doctr  nos  it  lays  down,  had  been  previously  in- 
vesti;  ated,  and  solemnly  sanctioned  by  the  Par- 
liauu  itary  Committee  which  sat  and  reported 
upon  the  Irish  Exchanges  in  1804.  The  Bullion 
Repo  t,  however,  lias  acquired  far  greater  cele- 
brity than  the  Irish  Exchange  Report,  and  there 
ran  1 3 no  doubt  it  is  a more  able  and  conipre- 
hensi  'e  document.  Moreover,  it  embraces  more 
point  of  discussion — some  of  them  of  the  first 
impo:  tance — in  Political  Economy,  and  diame- 
trical y opposed  to  the  doctrine  maintained  by 
the  SI  pporters  of  the  Bank  Act  of  1844.  It  also 
conta  ns,  in  one  portion,  errors  of  the  most  impor- 
tant lature,  which  we  shall  point  out,  and  an- 
other portion  contains  the  only  elaborate  attempt, 
that  ■ 'c  are  aware  of,  to  explain  the  fallacy  of  a 
very  ubtle  theory  of  paper  currency,  put  forward 
by  A tani  Smith,  viz.,  that  if  bank  notes  he  issued 
only  < H the  discount  of  mercantile  bills  of  undoubted 
chara  ter^  and  founded  on  a real  transaction^  they 
canno  he  excessive ; which  was  strenuously  main- 
tainei  by  many  of  the  mercantile  and  banking 
witnc  ises  before  the  Committees  of  1 804  and  1810. 
The  mmense  importance  of  the  subjects  dis- 
cusso  in  this  Report  will  demand  a very  full 
exam  nation  from  us,  and  we  shall  accordingly 
give,  irst,  a very  short  sketch  of  the  ciremn- 
stanc  s which  gave  rise  to  the  appointment  of  the 
Conn  ittee;  secondly,  the  different  doctrines  main- 
tains by  the  witnesses ; thirdly,  an  analysis  of 
the  P eport  itself;  fourthly,  an"  examination  of 
some  ‘rrors  in  it;  fifthly,  an  examination  of  the 
above  -mentioned  theory  of  paper  currenev. 

2.  -Ve  have  shewn  (Banking  in  England, 
§ 14*2  149),  that  in  the  year  1800,  from  vari- 
ous ( luscs,  there  was  a gi*eat  exportation  of 
bullic  1 from  this  country,  that  the  foreign 
exche  iiges  fell  very  rapidly  to  an  extent 
great:  y below'  par,  and  the  market-price  of  gold, 
(i>,,  he  paper  price),  rose  to  £4  6s.  It  was  at 
this  t me  that  the  doctrine  was  first  discovered  in 
this  ouTitry,  (Dr.  Douglas  maintained  it  in 
Amei  ca  sixty  years  before),  that  (he  rise  of  the 
mark  t—or  paper— price  of  gold  above  the  mint 
price  vas  the  proof  that  the  j)(^pcr  currency  teas 
depreciated.  In  a year  or  two,  however,  the 
mark  t price  fell,  and  tiic  subject  ceased  to  occupy 
piil)ii<  attention  till  1804,  when  the  banks  in 
Irelai  d having  made  the  most  extravagant  issues, 
the  m irkot — or  paper— price  of  guineas  rose  10 
per  c ‘lit.,  and  the  foreign  exchanges  fell  to  an 
equal  amount,  w'hich  caused  the  appoiiilmeut  of 
the  C<  mmitlee  on  Irish  Currency  ami  Exchanges 
in  !8i4.  Ihis  Committee  unreservedly  adopted 
ami  6 inctioned  the  doctrine  that  the  rise  of  the 
mark  t price  ot  gold  above  the  mint  price  was 
the  pi  oof  and  the  measure  of  the  depreciation  of 
the  p;  ].cr  currency,  ami  that  the  issues  of  bank 
notes  >ught  to  be  regulated  by  the  foreign  ex- 
chaiig-s.  In  consequence  of  the  strong  censure 
of  tin  Bank  of  Irelaml,  expressed  by  this  Com- 
mittci . it  reduced  its  issues,  and  the  exchange 


was  nearly  rectified.  This  Report  .seems  to  have 
been  soon  forgotten,  and  for  several  years  the 
paper  price  of  gold  stood  about  £4  the  ounce, 
showing  that  there  was  no  very  sensible  depre- 
ciation. 

3.  About  1808,  however,  from  varioii.s  circum- 
stances, the  measures  of  Xapoleon  to  shut  out  the 
BritLsh  from  the  commerce  of  the  Continent,  our 
own  measures  of  r-  taliation,  the  opening  of  tlio 
South  American  markets,  ami  various  other 
causes,  a perfect  j hrenzy  of  speculation  seized 
upon  the  nation.  It  was  one  of  those  groat  spe- 
culative manias,  such  as  there  were  in  1094, 
17*20,  1772,  1792,  l>c25,  ami  1845.  Joint  Stock 
Companies  of  all  descriptions  for  canals,  bridgo-s 
insurances,  breweries,  and  multitudes  of  others, 
started  up  like  nn  shrooms.  At  the  same  time, 
the  Bank  of  England  fanned  the  flame  of  siiecu- 
lation  to  an  extent  far  beyond  the  bounds  of  ordi- 
nary ra.shncss.  It  is  "stated  by  Sir  Francis 
Baring,  in  his  cvid>?nce  before  the  Bullion  Com- 
mittee, that  since  the  restriction,  he  know  of  many 
instances  of  clerks  not  worth  £100,  who  had 
started  as  merchants,  and  had  been  allowed  to 
have  discount  acn  nuts  by  the  Bank,  of  from 
£o,000  to  £10,000.  w'hich  demand,  he  said,  was 
caused  by  the  Bank,  and  not  by  the  regular 
demands  of  trade,  and  wdiich  could  not  exist  if 
the  restriction  were  removed.  The  paper  dis- 
counted by  the  bank,  which  had  been  £2,946,500 
in  1795,  rose  to  £15,475,700  in  1809. 

4.  Along  w'ith  this  extravagant  speculation, 
partly  caused  by  it,  and  partly  fanning  it,  a 
multitude  of  couniry  banks  started  up  in  jill 
directions,  and  inundated  the  country  with  their 
notes,  exactly  as  had  happened  before  1793;  in 
1700  they  had  been  reduced  to  270,  in  1808  they 
had  increased  to  <;00,  and  in  1810,  when  the 
Bullion  Committee  was  appointed,  they  amounted 
to  721,  and  the  qu.uitity  of  paper  they  had  put 
into  circulation,  w'as  supjiosed  to  amount  to 
£30,000,000.  At  the  same  time  the  Bank  of 

England  had  increased  it.«  issues  to  £21,000,000 

a quantity  declared  bj'  some  of  the  most  eminent 
witnesses  far  to  exceed  the  legitimate  wants  of 
the  country. 

5.  Concurrently  with  these  extravagant  specu- 
lations and  issues  of  notes,  the  price  of  gold 
bullion  rose  rapidly,  and  the  foreign  exchanges 
fell  in  a similar  proportion,  exactly  the  same 
symptoms  as  had  been  manifested  in  Ireland  in 
1804.  The  following  figures  taken  at  intervals 
are  sufficient  to  sliew  the  rapid  rise  of  the  price 
of  bullion  and  the  fal  I in  tlie  foreign  exchanges : — 

I'ricD  of  Exclianprc  TFith 

Stanflnrd  Gold.  Silver.  Par's, 

s.  d.  s.  (i. 

1805.  Jan.  . , 4 0 0 . . 5 4 . . . . 25.10 

Get.  . . 4 0 0 , . ,5  6 . . 82.10  . . 25.12 

18t)8.  Pec  . . no  price  . . 5 b , . 81.3  . , 22.4 

1800.  May  ..4  11  0 . . 5 5 . . 20.6  , . 20.1 

1810.  Jau.  . . 4 13  0 . . 5 7 , . 28.6  . . 19.6 

Up  to  1809  there  had  been  a considerable 
amount  of  gold  in  circulation,  but  in  tliis  year  it 
suddenly  disappeared,  and  no  one  could  tell  what 
had  become  of  it,  J.  B.  Say,  however,  helps  to 
clear  up  the  difficulty,  for  he  says  that  in  that 
year  upwards  of  £9,000,000  in  guineas  were 
smuggled  into  the  lielgian  ports.  Mr.  Baring 
stated  in  the  House  that  guineas  then  brought  26s, 
and  27s.,  and  all  commerce  was  being  rapidly 
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thrown  into  confusion  by  the  rapid  fluctuations 
of  the  exchange.  Under  these  circninstanccs 
Mr,  Horner,  on  tlie  1 st  of  February,  1810,  moved 
for  several  accounts  relating  to  currency  and  ex- 
changes, and  on  the  19th  the  Bullion  C'omniitfee 
was  ap[>ointed,of  which  Mr.  Ilornerwaschairinan. 

6.  As  the  division  of  oi»inion  on  the  financial 
questions  at  issue  before  the  committee  seems  to  be 
as  permanent  and  deep  seated  as  the  divi.sions 
on  p<tliiical  (|uestions,  it  may  be  of  some  advan- 
tage Ut  state  shortly  ami  precisely  the  points  upon 
wdiich  tlie  respective  parties  w*ere  at  i.ssiie.  The 
facts  upon  which  the  main  discussion  before  the 
Committee  turned,  be.,  wliether  the  bank  note 
was  depreciated  or  not,  were  easily  ascertained 
and  ap'eed  upon.  They  were  as  foliow^s ; — 

1.  — That  the  Mint  price  of  gold  bullion,  or  the 
legal  standard  of  the  coin,  was  £3  17s.  lO^d. 
per  oz. 

2.  — That  the  market  price  of  gold  bullion  was 
then  £4  10s.  per  oz. 

3.  — That  the  foreign  exchanges  had  fallen  to  an 
enormous  amount;  that  Avith  Hamburgh  17  per 
cent.,  that  with  Paris  20  per  cent. 

4. — Tliat  the  increase  of  bank  notes  had  been 
very  great  during  tlie  last  i'aw  years,  and  Avas 
rajudly  augmenting. 

5.  — That  specie  had  disappeared  from  circula- 
tion. 

7.  Upon  this  acknOAA-ledgod  state  of  facts  the 
opposite  issues  maintained  by  the  two  parties  AAxre 
as  follows : — 

The  one  party  maintained — 

I.  («)  That  the  bank  notes  w'crc  depreciated. 

(h)  That  the  difference  between  the  market, 

or  paper,  price  of  goUlbuilion,  and  its  mint  price, 
Avas  the  measure  of  the  depredation. 

II.  (a  ) That  the  extreme  limit  to  which  the 
foreign  exchanges,  could  by  the  nature  of  things  j 
fall,  in  any  case,  Avas  defined,  and  easily  ascer- 
tained, and  consisted  of  the  cost  of  trausi)orting 
bullion  from  one  place  to  another. 

(5.)  That  in  the  tlien  state  of  the  exchanges 
there  was  a very  large  excess  of  depression  over 
and  above  that  limit,  aa-IucIi  Avas  not  attributable 
to  that  cause. 

(c.)  That  this  residual  depre.‘!sion  of  the 
foreign  exchanges,  and  the  rise  of  the  market 
price  of  gold  bulliou  above  the  mint  price,  Ava.s 
caused  by  the  excessive  issues  of  bank  notes  in 
circulation. 

III.  That  a diminution  in  tlie  quantity  of 
bank  notes  A\-ould  increase  the  value  of"  the 
domestic  currency — Avoiild  cause  the  foreign  ex- 
changes to  rise  to  par — ami  the  market  price  of  > 
gold  to  fall  to  the  mint  price. 

IV.  That  the  Directors  of  the  Bank  of  Eng- 
land ought,  during  tlie  restriction  of  cash  p;iy- 
ments,  to  follow  tlie  same  rules  as  tliey  Avere 
obliged  to  do  before,  i.c.,  to  regulate  them  by  the 
foreign  exchanges.  'VVheii  the  exchanges  Avere 
favorable,  ami  bullion  tloAving  in,  tliey  might 
enlarge  tliem,  Avhen  the  exchanges  were"  adverse 
they  must  contract  them. 

8.  Ill  opposition  to  these  principles  the  other 
party  maintained — 

1.  (rt.)  That  it  AA'as  not  the  Bank  Notes  Avhich 
Avere  depreciated,  but  the  lu’ice  of  specie  that  had 
risen. 

(5.)  That  there  Avas  no  difference  betw'ecii  the 
price  of  bullion,  Avhether  paid  in  notes  or  specie. 

VAKT  IV.  VOL.  I. 


I IT.  That  the  depression  of  the  foreign  cx- 
! changes  was  in  no  Avay  AvhateA'er  altriluitable  to 
the  depreciation  of  the  currency,  but  Avas  entirely 
^ caused  by  tlie  adverse  balance  of  jiaymeuts  to  he 
: made  by  Great  Britain,  the  remittaiiees  to  llie 
j army,  the  continental  measures  of  Napoleon,  and 
I other  political  causes. 

III.  Tliat  no  diminution  or  increase  of  the 
I issues  1)V  the  Bank  w^ould  liave  any  efi'ect  Avhat- 

! ever  iqnm  the  foreign  exchanges,  either  in  raising 
or  depressing  them,  or  on  the  market  inioe  of 
bullion. 

IV.  Tliat  since  the  restriction,  there  w*as  no 
necessity  for  obsm'viiig  the  same  rules  in  issuing 
their  notes  by  discounts,  as  bi4brc,  be.,  by  observ- 
ing the  course  of  the  foiviga  exchanges,  but  that 
tlie  public  deiuaml  Wiis  the  sole  criterion.  That 
as  long  as  they  conrim'd  their  issues  to  the  dis- 
count of  mercantile  bills  of  umloubtod  solidity, 
and  founded  upon  real  transactions,  there  could  be 
no  over-issue. 

9.  As  to  the  fact  of  the  rise  of  the  market 
price  of  gold,  there  AViis  no  dispute.  IMr.  GoUBmid, 
the  eminent  bullion  broker,  said  that  standard  gold 
coin  was  then  £4  10s.  the  ounce,  and  foreign  gold 
Avas  still  higher,  from  its  being  more  exjiortable. 
It  AA’as  admitted,  liy  all  the  witnesses,  that  the 
ditfercnce  betAveen  the  market  and  the  mint  price 
A\  as  about  15  or  16  per  cent.  The  fall  of  tlie  ex- 
change Avith  Hamburgh  had  been  16  or  17  i»er 
Cent.,  that  Aviih  Paris  aa'us  ratlier  less.  Tlie  real 
question  in  dispute  between  the  parties  avus 
Avhethcr  this  avus  to  be  considered  as  a fall  in  I ho 
value  of  tlie  paper,  <n*  a rise  in  the  value  of  gold. 
Gold  had  entirely  disappeared  from  cin  iiUitiou 
Avithin  the  last  six  iiiontiis,  am!  all  ]mrehascs 
Avere  made  in  bank  paper.  Air.  Cleric,  a banker 
and  gold  refiner,  Avas  a>ked, — 

When  you  buy  gold  you  pay  for  it  in  bank 
paper? — Yes. 

“The  I'aymont  being  made  in  bank  paper,  the 
jiriee  is  £4  lOs.  an  ounce? — What  1 sohl  for  Iho 
homo  trade  I liad  only  £4  Ss.  for. 

“If  you  AVere  to  pay  in  guineas,  should  you  get 
the  gold  at  a cheaper  rate? — I could  not  pay  in 
guineas;  I cannot  get  tliem. 

“Supposing  you  bad  guineas  to  give,  could  not 
you  buy  that  gold  at  a cheaper  rate  tliaii  £4  10s. 
ail  ounce  ?— No ; I should  not  oiler  a less  ju-iet*, 
certainly ; if  1 Avas  to  buy  any  (piaiitity  of  gold, 
and  pay  for  it  in  guineas,  I should  offer  the  same 
price  as  in  bank  paper. 

“ When  you  speak  of  the  mint  price  being 
£3  17s.  lOid.  an  ounce,  do  you  calculate  that  in 
gold  coin  or  in  bank  paper? — We  make  no  dif- 
ference, and  1 do  not  believe  that  there  has  been 
any  dilfereuce  in  i>aying  in  specie  or  bank  jtaper. 

“ Is  not  the  reason  Avhy  an  omico  of  gold  is 
Avorth  £3  17s.  10|d.,  tliat  as  many  guineas  as 
AA'cigh  an  ounce  amount  to  that  sum  ? — Yes;  if  a 
gentleman  came  and  bnfught  me  gold,  1 >houhl 
pay  him  exactly  the  same,  Avhetlier  I paid  him  in 
gold  Coin  or  bank  notes. 

“ The  mint  price  of  gold  is  the  price  calculated 
in  gold  coin? — Yes. 

“ And  the  market  price  of  gold  at  present  is 
calculated  by  paper? — Yes,  it  is  all  jiaid  in  iiaper, 
but  if  they  A\ere  to  iiay  guineas,  foreign  gold 
Avould  still  bear  the  same  price  as  it  does  noAv  if 
the  exchange  coutinned  the  same. 

“ U 1 go  to  a silversmith's  shop,  and  see  a gold 
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up  in  weight  ami  fineness  exactly  100 guineas,  and 
lie  silversmith  asks  me  i!10  besides  for  the  Avork- 
uanship,  if  1 otVer  him  =£115  for  that  cup,  wouhl 
lot  Ills  uuswor  be  the  gohl  it^elf  is  Avorih  that ; 
Aouhl  he  take  =£115  in  bank  notes? — Certainly  ; 
or  the  gold  that  I sell,  I receive  bank  notes  in 
payment. 

‘‘  J loAV  much  AA'ould  it  cost  you  in  bank  notes  to 
buv  that  (juaiitity  of  gold  Avhieli  iii  Aveight  and 
fineness  Avould  be  eipial  to  100  guineas  ? — £105. 

“Do  not  vou  sell  English  gold  at  £4  8s.? — 
Yes. 

“ If  I go  to  a silversmith's  shop,  and  sec  a gold 
cup  ill  Aveight  and  fineness  exactly  100  guineas, 
and  the  silversmith  asks  £10  besides  for  tlie  Avork- 
manship,  Avhat  AAould  the  AA'orth  of  that  cup  be 
noAA'? — A cup  of  equal  fineness  and  Aveight  to  100 
guineas,  taking  the  cup  at  £3  17s.  lO^d.  an  ounce, 
Avould  be  Avorlh  £105. 

“ What  is  it  worth  at  the  present  price  ? — Ac- 
cording to  the  present  price  of  gold,  it  avouKI  be 
Avorth  £118  2s. 

“Would  not  thesilA'crsmith  require  £118  2s.  for 
the  AA'eight  of  the  gold,  and  £10  besides  for  the 
workmanship  ? — I supiiose  he  Avould,  because  gold 
is  so  much  above  the  standard  price. 

“ Supposing  no  legal  restrictions  to  exist,  and 
no  scruples  to  exist  in  your  mind  to  the  making  a 
difference  betAveeu  paper  and  guineas,  ami  that 
you  Avere  left  simply  to  the  calculation  of  your 
oAvn  interest,  could  you  not  in  that  case  make  a 
considerable  difference  in  the  sale  of  any  article  for 
£100  in  ]iaper,or  £100  jiaid  in  specie? — Yes;  if 
[ was  allowed  to  melt  ^uineas^  it  would  make  nearly 
10.V.  an  ounce  difference  to  me. 

“ What  ditlerence  would  you  make  upon  the 
value  of  £100? — Ahmt  half -a-croivn  upon  each 
guinea;  I could  afford  to  sell  the  gold  for  fis,  less 
than  I am  ohliged  to  do  uou'^  if  I was  allowed  to 
melt  guineas." 

10.  The  same  witness  was  asked,  “ When  all 
guineas  were  Aveighed,  and  the  price  of  gold  Avas 
about  the  standard  price,  £3  17s.  lO^d.,  were 
guineas  frequently  refused  if  tiiey  Avero  a fraction 
of  a grain  beloAV  that? — Fc^,*  when  cask  teas  in 
circulation^  they  were  always  refused  if  they  were 
under  5 dwts.  8 grains^  however  trijiing  only^justa 
move  of  the  scale  (oi  the  weight  side. 

“ No  gold  has  beeu  seen  iu  circulation  lately  ? 
—No. 

“ lIoAv  long  has  that  been  the  case  ? — It  has 
been  groAving  Avorse  every  day ; but  I suppose 
for  tlie  last  six  months. 

“ In  the  six  months  \u*eceding  it,  AA'hat  AA'as  the 
average  Aveight  of  the  good  guineas  in  circulation? 
— They  must  have  beeu  5 dAvts.  8 graius  and  up- 
Avards. 

“lIoAV  much  under  the  Avcight  at  which  they 
came  fnun  the  mint  ? — About  a graiu  and  a half, 
as  near  as  can  be,  lighter  than  tliat  at  Avliich  the 
mint  Avould  issue  them  ; the  good  guineas  should 
bo  5 dAVts.  8 graius  ami  upAvards ; if  they  A\-oigh 
5 dAvts.  8 gi’ains,  Ave  never  Aveigh  them  more,  be- 
cause they  pass  current. 

“ If  you  could  iioAv  purchase  light  guineas  at  the 
standard  price,  Avhat  AAOuld  you  do  Avith  them, 
Avould  you  melt  them  doAvn? — Yes,  certainly,  if 
they  Avere  light. 

“ Y'ou  do  not  take  them  to  the  bank  or  the  mint 
to  be  melted? — Nf». 

“I'an  you  state  the  proportion  of  gidd  Avhich  is 


iu  circulation  in  ordinary  dealings  at  this  time  to 
tlie  proportion  of  bank  notes? — No,  I cannot;  wc 
see  no  gold  now  ; my  clerks,  avIio  are  out  collect- 
ing every  day,  do  not  perhaps  bring  me  a seven 
sliilliug  piece.” 

1 1 . Mr.  Gotdsmid  Avas  asked,  “ If  a person  in 
possession  of  100  guineas,  of  full  Aveight,  Avere  io 
melt  them  into  bars,  and  sell  them  in  tlie  market, 
Avhut  sum  in  Bank  of  England  paper  AVould  he  be 
able  to  obtain  for  them  ?— lie  Avtiidd  have  acted 
illegally  in  melting  the  guineas,  and  his  bar  avouUI 
be  unsaleable. 

“ IIuw  could  the  buyer  know  that  that  bar  was 
melted  from  English  guineas  ? — No  bar  is  sold  for 
exportation,  unless  the  proprietor  SAvears  before 
the  Court  of  Aldermen,  as  1 liaA'C  already  said, 
that  it  is  melb  d from  foreign  coin,  or  from  foreign 
gold  in  bars. 

“ Supposing  the  persons  concerned  were  never- 
theless to  tak(  that  oath,  what  profit  would  they 
obtain  upon  that  transaction  ?— They  Avould,  in 
the  first  instance,  obtain  the  profit  Avhich  arises 
from  the  difference  betAA’ceu  the  market  ami  the 
mint  prices  of  gold  ; and,  iu  the  next  place,  if  they 
; Avere  to  export  it,  they  would  derive  the  profit  of 
the  export  merchant. 

; “ Upon  the  sum  of  100  guineas  full  weight,  Iioav 

much  Avould  ihe  first  of  those  profits  amount  to 
ill  pounds,  shillings,  and  pence  ?— £15  11s.  6d. 

“Then,  for  100  guineas  melted  into  a bar,  he 
Avould  liaA-e  obtained  £121  11s.  6d.  in  Bank  of 
England  paper? — Yes. 

“If  he  could  for  £105ha\’C  obtained  £121  11s. 
Gd.,  and  contrive  to  procure  100  more  guineas. 
AA'ould  he  not  have  made  a profit  of  £15  11s.  Gd. 
and  be  in  a rouditiou  to  repeat  that  operation? 
— Certainly. 

“Does  not  the  same  temptation  to  melt  our 
lighter  coin  txist  in  proportion  to  its  approach 
to  full  Aveight  V— Certainly  it  does. 

“Is  there  not  a positiA'c  temptation  to  melt  all 
our  English  gold  coin,  that  is  not  degi-adcd,  fur 
10  per  cent. — Yes. 

“ Do  you  think  that  in  the  market  that  persvm 
could  get  the  £121  11s.  Gd.  paid  to  him  for  his 
biu*  in  specie? — The  practice  of  the  Bank  has 
always  been  to  pay  and  receive  money  in  bank 
notes.” 

12.  l^Ir.  Greffulhe,  a general  merchant  trading 
to  the  contioeiit,  was  asked,  “ To  Avhat  do  you 
ascribe  the  fidl  of  exchange  betAveeii  Uoiidou  and 
Hamburgh,  rear  18  per  cent.?— Altogether  to  tlie 
commercial  situation  of  this  country  Avitli  the 
continent,  to  the  circumstance  of  the  inqforts  and 
payment  of  subsidies,  and  having  very  much  ex- 
ceeded the  exports. 

“ Do  you  Siieak  of  the  last  tAvo  years  ?— Particu- 
larly of  the  ia^t  year ; it  is  only  within  the  last 
year  that  the  exchange  has  fallen  so  much. 

“Do  you  judge  of  the  balance  of  trade  having 
been  against  this  country  in  tlie  last  year  from 
I the  state  of  the  exchange,  or,  from  your  oavii 
knoAA'ledgc  of  the  excess  of  the  imports  aboA'e  the 
exports  ? — 1 certainly  judge  of  it  in  a great  mea- 
sure by  (he  state  of  the  exchange,  which,  according 
fo  niif  apprehension  (f  the  subject,  cun  only  be  injiu- 
vneed  by  the  balance  of  trade.  * * * 

“ Does  your  experience,  as  a merchant  dealing 
ill  foreign  exchanges,  enable  you  to  give  an  opinion 
whether  tlu  excess  of  paper  currency  in  any 
cuutrv  would  have  any  effect  in  lowering  the  ex- 
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change  of  that  country  Avith  others  ? — A forced 
paper  currency  certainly  Avould. 

“The  question  goes  to  an  excess  of  paper  cur- 
rency Avhetlior  forced  or  not  ? — 1 cannot  Avell  con- 
cciA'e  a jtaper  currency  being  permanently  exces- 
sive unless  it  is  forced. 

“But  in  tlie  case  of  a paper  currency  being 
forced,  is  it  not  the  circumstance  of  its  lliereby 
becoming  excessive,  and  not  the  circumstance 
merely  of  its  being  forced,  that  has  a tendency  to 
loAver  the  foreign  exchanges? — I conceive  it,  in 
the  first  place,  to  arise  from  that  jiaper  being  ex- 
ce.ssiA'e;  and,  hi  the  next  place,  to  that  pajicr 
representing  no  real  A*alue.  * * * * 

“Do  you  conceive  that  an  excess  of  imports 
aliove  exports  can  account  for  the  rates  of  ex- 
change being  so  high  as  16  per  cent,  against  this  ; 
country  for  a permanent  period  of  time? — I cer- 
taiiily  think  so  ; I coiiceh’c  the  cause  of  the  j»rc- 
sent  state  of  exchange  to  be  entirely  commercial, 
Avitli  the  exception,  I should  add,  of  the  pay- 
ments which  Govermneiit  Iiave  had  occasion  to 
niake  upon  the  continent,  in  the  shape  of  subsi- 
dies, the  payment  of  troops,  &c.  * * * 

“ Supposing  the  metallic  currency  of  any  coun- 
try should,  from  any  cause,  become  excessive, 
and  the  moans  of  exporting  bullion  or  specie 
trom  that  country  should  at  the  same  time  be 
effectually  obstructed,  do  you  couceiA'e  that  such 
a state  of  things  aa’ouUI  tend  to  create  a course  of 
exchange  iiufaA'orable  to  the  country  so  circum- 
stanced ? — That  surplus  of  currency  AA'ould,  in 
my  opinion,  certainly  tend  to  enhance  the  price 
of  all  commodities,  and  to  depreciate  the  ex- 
change. But  I do  not  concei\-e  this  to  be  appli- 
cable to  the  Bank  paper  currency  of  this  kingdom, 
Avhich,  from  its  nature,  and  from  the  manner  iu 
Avhich  it  ought  to  be,  and  I belieA'e  is  issued,  can 
scarcely,  iu  my  opinion,  be  carried  to  an  excess  ; 
it  is  uuly  called  forth  by  the  real  Avauts  of  trade 
and  circulation,  and  is  alAA'ays  represented  by  a 
A'aluable  consideration.  I conceive,  that  as  long 
as  bills  of  undoubted  solidity  are  sent  into  the  Bank 
for  discount,  the  Bank  are  fully  justified  in  issuing  | 
their  notes  against  these  bills,  without  any  fear  of 
the  amount  of  their  currency  becoming  excessive. 
The  increase  in  the  amount  of  bank  notes  in  cir- 
culation Avithiu  these  fcAv  years,  is,  in  my  opinion, 
accounted  for,  iu  the  first  jilace,  by  the  increased 
commerce  of  the  country,  and  iu  the  next  place 
by  the  increase  of  tlie  public  debt  and  the  conse- 
quent taxation,  Avhich  has  tlie  effect  of  enhancing 
the  prices  of  all  commodities  ; and  the  ainoimt  of 
currency  required  for  the  purpose  of  facilitating 
the  exchange  of  those  commodities,  or  in  oilier 
AA'ords,  for  trade  and  circulation,  must  naturally 
increase  iu  the  same  proportion. 

“Wlien  you  say  ‘Enliaiice  the  price  of  all 
commodities,’  do  you  include  foreign  bills  of  ex- 
change among  those  Commodities?  — Certainly 
not;  I am  now  alluding  to  tlie  internal  concerns 
of  the  kingdom,  Avhicli  I coneeiA’e  to  be  altogether 
distinct  from  its  foreign  trade. 

“ Do  yon,  then,  conceiA'c,  that  to  Avhatevcr  ex- 
tent the  Bank  attbrds  facility  of  discount,  either 
to  the  GoA'orument  or  to  individuals,  |)rovidedthe 
security  be  good,  and  ])ayab!o  at  fixed  dates,  that 
no  excess  of  circulation  in  bank  paper  can  pos>i!ilv 
take  place  ? — 1 couceiAX'  tliat  the  Avants  of  the  cir-  1 
culatiou  are,  of  coui-so,  confined  to  a certain  sum ; ! 
Avhatever  proportion  of  that  sum  is  invested  bv  ' 


the  Bank  in  Government  securities  Avill  diminish 
in  the  same  proportion  the  calls  of  tlie  imblic 
upon  the  Bank  for  discounts;  the  amount  of 
notes,  therefore,  iu  circulation  Avill  remain  the 
same.  The  point  where,  in  my  opinion,  the 
Bank  ought  to  stop  in  such  jiurchasos  of  govern- 
ment securities,  is  Avheu  good,  resi>onsibIe  bills 
are  no  longer  .sent  into  tlie  Bank  by  tlie  imblic 
for  discount ; tliat  I concei\'e  to  be  a certain  sign 
of  the  Avants  of  circulation  being  fully  supplied, 
and  any  subsequent  issue  becoiiie.s,  in  my  ojtiiiioii, 
an  excess  of  paper  curn  ncy. 

“Suppose  an  ad\’anco  to  be  made  on  goods  that 
may  be  pledged  Avith  the  Bank  instead  of  bills, 
Avould  that,  in  your  ojiinion,  create  an  excess  of 
circiilatiou?^ — -I  conceive  it  to  be  higlily  ]iroper  that 
the  securities  discoiiuted  by  the  IJaiik  should  be 
payable  at  short  and  fixed  periods. 

^ “ Do  you  conceive  that  all  that  Avouhl  be  requi- 
site to  ]>reAxut  a depreciation  of  ]>aper  currenev^ 
in  any  country  Avould  be,  that  such  paper  .‘^liourd 
in  no  instance  be  issued  but  as  a roprestnitative 
of  a good  security,  jiayable  at  a fixed  iieriod  ? — I 
ansAver  that  iu  the  atfiriiiati\'c,  certainh'. 

“ Do  you  conceiA'e  that  there  exists  the  same 
security  for  the  public  agaiust  the  incoin'enieiice 
of  ail  excess  of  circulation  Avhen  tlie  payments  iu 
cash  at  the  Bank  are  suspended,  as  when  the 
Bank  AAas  at  liberty,  and  under  obligation  to 
make  its  payments  in  cash  ? — 1 conceive  so,  if 
the  Bank  strictly  adhere  to  the  system  of  dis- 
counting no  bills  but  of  undoulited  solidity,  and 
gOA'erument  securities,  the  latter  Avith  due  mode- 
ration and  the  caution  pointed  out  before. 

“Are  you  aAvarc  of  the  practice  that  prevails 
among  country  bankers,  Avitli  respect  to  discimnts 
and  adAauces  in  their  paper? — I partly  am. 

“What  is  that  practice?— The  country  banks 
are  in  the  practice,  1 belie\'e,  of  issuing  mges 
upon  the  security  of  goods,  houses,  and  lands,  iu 
addition  to  the  ordinary  discount  of  bills  of  ex- 
change. 

“ Of  course  the  security  upon  Avhich  iliose 
advances  A\-ere  made  is  u »t  coiiAxrtible  at  any 
fixed  jteriod  ? — I believe  not. 

“ Do  y(.m  conceive  that  fnim  this  practice  of 
the  country  banks  an  excessh'e  circulation  may 
arise? — I am  inclined  to  think  that  the  system  of 
country  liaiiking  has  beeu  carried  too  far  iu  this 
respect. 

“ Are  you  of  opinion  that  if  tlie  country 
bankers  confine  their  advances  Avithiu  the  same 
limits  as  to  the  descripUou  of  .security  Avhich 
preA'ails  iu  the  Bank  of  England,  that  the  acc»mi- 
modatiou  alforded  liy  them  to  the  pulilic  could 
not  lead  to  any  excess  in  the  circulation? — I 
believe  not.  1 think  the  same  principle  Aviil 
apply  to  the  country  banks,  that  I ajtjdied  to  the 
Bank  of  England. 

“Tlieii  assumingthereto  be  some  excess  in  tlie 
circulation,  the  cau.se  to  Avhich  you  Avould  ascribe 
it,  is  this  practice  of  the  country  banks? — 1 am 
inclined  to  think  .so. 

“ Is  it  your  opinion  that  there  is  now,  or  has 
been  at  any  time,  such  excess  iu  the  cireniatiun  ? 
— 1 believe  at  s<nne  jirriods,  certainly,  too  uiuclt 
facility  has  been  shcAvu  by  the  country  banks  iu 
the  issuing  their  paper.” 

13.  ^Ir.  Whitmore,  the  Governor  of  the  Bank, 
and  Mr.  IVarse,  the  Deputy-Goveruor,  being 
examined,  said  that,  though  they  adverted 
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jthcr  circumstances  in  ilisconnts,  they 

never  took  any  notice  ot*  tlio  excluin<;es,  as  they 
dill  not  believe  tliat  the  number  of  their  notes 
had  any  connexion  ■with  them.  Mr.  Tearsc  said,  > 
“In  considevinji  this  sui»jeet  >vith  reference  to 
the  manner  in  which  bank  notes  are  issued,  rc-  1 
sullin;;  from  the  niti>lications  made  for  discounts  i 
to  sni)])ly  the  necessary  want  of  bank  tiotcs,  by 
which  their  issue  in  amount  is  so  controlled  tliat 
it  can  never  amount  to  an  excess,  1 cannot  see 
how  the  amount  of  bank  notes  issued  can  oitcrate 
upmi  the  price  of  bullion,  or  the  state  ot  tlie 
exchan;ies,  and,  therefore,  I am  iudivulually  of 
opinion  that  the  i»rico  of  bullion  or  the  statc^  ot 
the  exchanges  can  never  be  a reason  for  lessening 
the  amount  of  bank-notes  to  be  issued,  always 
understanding  the  control  which  1 have  already 
described. 

Mr.  ^Vhituwrc.  “I  am  so  much  of  the  same 
opinion,  that  1 never  think  it  necessary  to  advert 
to  the  price  of  gold,  or  the  state  ot  the  exchange 
on  the  days  on  which  we  make  onr  advances."  | 

14.  Being  asked  what  were  the  rules  observed  \ 
bvthe  Bank  in  regulating  their  issuos,so  that  they  | 
should  not  be  excessive,  he  said  : “I  have  already 
stated  that  we  never  forced  a bank-note  into  cir- 
culation, and  tlie  criterion  by  which  J judge  of 
the  exact  lu’oportiou  to  be  maintained,  is,  by 
avoiding,  as  much  as  possible,  to  discount  what 
iloes  not  appear  to  be  legitimate  mercantile  paper. 
Tlie  bank-notes  would  revert  to  ns  if  there  was  a 
redundancy  in  circulation,  as  no  one  would  pay 
interest  for  a bank-note  that  he  did  not  waul  to 
make  use  of." 

Mr.  Prarse,  “ I agree  in  that  opinion,  and  bog 
to  make  tliese  additional  observations  : that  in 
discounting  bills  that  are  sent  to  us  for  that  pur- 
]tose,  for  which  a discount  is  taken  at  the  rate  of 
5 per  cent,  per  annum ; if  there  was  with  the 
public  an  excess  of  bank-notes,  those  bills  would 
be  sought  for  discount  by  the  public  at  a reduced 
rate,  and  avouKI  not  make  their  appearance  at  the  | 
Bank.  We  have  daily  evidence  in  our  discount- 
ing of  the  iudicathuis  of  the  abundance  or  scarcity 
iiulie  (piautity  of  bank-notes,  by  the  ajtplications 
for  discounts,  for  the  reasons  already  assigned, 
which  is  imrticularly  proved  by  our  experience 
on  the  Tuesdays  mid  Wednesdays  iu  every  Aveck, 
in  consOMUCUce  of  our  discuiuitiiig  London  paper 
oil  the'riuirsdays  only,  producing,  by  that  opera- 
tion, invariably,  a certain  degree  of  scarcity  the 
two  preceding  daySj  and  a [)Ieuty  the  day  iol- 

“ Do  you  measure  the  scarcity  by  the  applica- 
tion for  the  discount  of  good  pa]ier  ?— Certainly  ; 
and  our  discretion  by  the  (piality. 

“ Then  voiir  measure  of  scarcity  or  abundance 
is  by  the  <p-eater  or  less  application  that  is  made 
to  you  fur  the  discount  of  good  paiter?— Cer- 

tainlv.  . T ♦ 1 

“ Docs  not  the  circumstance  of  imhviduals 

applviug  for  advances,  or  not  so  apjtlyiiig,  at  5 
|KT  cent.,  indicate  rather  a deliciency,  or  a redun- 
dancy of  the  mercantile  capital,  than  a super- 
iluitA',  or  want  of  circulating  medium  ? 

Mr.  Pearae.  “ 1 am  not  of  opinion  that  the  ap- 
lilication  for  bank-notes  is  for  any  otln-r  imrposes 
than  as  a circulating  medium  iu  the  interchange 
of  property. 

“ Ls  it  your  opinion  that  the  same  security 
Avould  exist  against  any  excess  iu  the  issues  of 


the  Bank,  iftherate  of  the  discount  Avcrc  reduced 
from  5 to  4 ]H  r cent? 

Mr.  Whitiut  re.  “ The  security  against  an  excess 
of  issue  Avould  be,  I conceive,  precisely  the  same. 
Mr.  Pearse.  ‘'I  concur  in  that  ausAAcr. 

“If  it  AAcre  reduced  to  -I  per  cent ? 

Mr.  Whifitiore.  “ I conceive  there  Avoiild  be  no 
diiVerence  if  our  practice  remained  tlie  same  as 
now,  of  not  forcing  a note  into  circulation. 

Mr.  Pear.<it:.  “1  concur  in  that  ansAver." 

» * ♦ ♦ * * 

“ Suppose  a case  in  which  no  demands  Avere 
made  upon  the  Bank  by  Government,  but  an 
unusual  demand  Avas  made  by  merchants  for 
increased  facilities  of  discount,  Avould  the  Bank, 
in  such  a case,  consider  itself  as  bound,  in  order 
to  support  public  credit,  to  grant  that  increase  of 
discounts,  although  there  was  a run  u]ioii  it  for 
gold,  occasioned  by  the  high  price  of  bullion,  and 
the  unfavorable  state  of  the  exchange  ?— I noAV 
consider  my  aiisAver  as  my  oaa’ii  opinion,  not 
having  the  opportunity  of  consulting  the  Bank  on 
the  question  ; in  my  opinion,  the  Bank  Avoiild  not 
increase  their  discounts,  nor,  on  the  other  hand, 
Avould  it,  I think,  after  the  experience  of  the 
years  1790  and  1797,  do  avoII  materially  to  di- 
minish them. 

“ Do  you  mean  that  they  aa'OuKI  lean  ratlicr 
to  the  side  of  diminution? — They  Avould  rather 
lean  to  that  side  than  to  the  other. 

“ What  do  you  consider  as  the  result  of  the  ex- 
perience Avhich  the  Bank  gained  iu  1790  and 
1797,  alluded  to  iu  your  preceding  answer  ? — The 
experience  the  Bank  pained  in  tho.sfi  years 
that  if  they  had  perdsted  in  diminishinp  their  dis- 
counts to  a preater  degree  than  they  did^  they  u'ould 
hare  hroupht  on  rain  to  the  mercantile  part  of  the 
community. 

“ Did  not  the  diminution  of  discounts  at  those 
periods  create  great  public  distress? — Insomuch 
so  as  I have  already  stated;  many  of  the  Bank 
Directors  repeuted  of  the  measure. 

“ Was  not  the  drain  iiiion  the  bank  which  look 
]ilaco  at  that  time,  occasioned  chietly  by  a de- 
mand for  an  increased  (luantity  of  gold  in  the 
country,  in  conseiiueuce  of  the  failure  of  country 
banks,  and  a dispnsitioii  to  hoard  guineas  through 
the  tear  of  invasion? — To  the  best  of  my  reci»l- 
lectiou  then'  Avas  at  that  period  failure  of  some 
of  the  country  banks,  and  that  a conseiiuent 
demand  w'as  made  upon  the  bank  tor  guineas." 

“AVhethcr  or  not  there  was  iu  the  end  of  the 
year  1796,  aiul  tiie  beginning  of  the  year  1797, 
a considerable  diminution  of  the  outstanding 
notes  of  the  Bank  of  England  ? — There  Avas. 

“Was  not  much  of  tlie  public  and  commercial 
distress  Avhich  arose  at  that  period  attributable 
to  that  dimimitiou? 

Mr  ^yhi^mor€.  “ I have  no  doubt  about  it. 

Mr.  Pearse.  “Undoubtedly. 

“Whether  in  yonr  oiiiniuu  it  aaus  not  a much 
Aviser  measure,  relative  to  the  iiuTeantile  interests 
of  the  country,  that  the  restriction  ot  cash  pay- 
ments sliouhfhave  taken  place  in  1797,  than  that 
the  bank  slmiild  liave  persevered  in  diminishing 
the  issue  of  bank  notes  in  discount  ? 

Mr.  Whdmore.  “Certainly."  * * * 

“You  have  stated  that  in  the  case  of  a drain 
of  cash  arising  from  a foreign  dcmaml  for  gold, 
accompanied  with  aii  unfavorable  exchange,  at 
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the  time  when  the  bank  'should  be  paying  iu 
cash,  you  should  advise  some  limitation  of  l»auk 
|taper  ; do  you  think  tliat  hi  the  event  of  an  equal 
demand  for  gold  from  abroad,  accompanied  Avith 
an  equally  unfa\an*able  <‘xehange,  it  AA'ould  be 
expedient  in  like  manner  to  limit  the  bank  ]m])er, 
although  there  should  result  from  this  state  of 
Iheexcliange  no  ilrain  upon  the  bank  for  guineas, 
ill  consequence  of  the  existence  of  the  hnv  autlior- 
iziiig  a suspension  of  the  bank  payments? 

Mr.  Whitmore.  “ In  my  opinion,  tlie  bank  Avonld 
act  jirecisely  the  same  in  both  cases;  Avith  a de- 
sire to  keep  the  gold  in  the  country,  they  Avould 
refuse  discounts  to  such  parties,  as  in  their  opinion 
Avould  export  the  bullion  equally,  Avhether  the 
restriction  Avas  upon  them  or  not  ? 

Mr.  Pearse.  “ Being  of  opinion  that  the  amount 
of  bank  notes  in  circulation,  controlled  os  it  is 
by  the  occasions  of  the  public  for  internal  pur- 
pitses,  cannot  induence  the  rate  of  the  Hamburgh 
exchange,  and  the  consequent  export  of  bullion, 
(Avhich  o])iniouis  borne  out  by  a statement  1 IiaA’c 
already  giv^en  in,)  I should  not  recommend  a 
diminution  of  such  amount. 

“ Do  you  mean  to  say,  that  sujqiosing  the  re- 
striction bill  to  exist,  you  should  advise  some 
dimimitiou  of  bank  paper,  iu  tlie  cA'cnt  of  the 
long  coiitiumiiice  of  a very  unfavorable  exchange 
with  all  foreign  countries? — Certainly  not ; be- 
cause I have  stated  in  a former  answer,  that  from 
tlie  manner  in  Avliieh  the  issue  of  bank  notes  is 
controlled,  the  public  avUI  never  call  for  more 
than  is  absolutely  necessary  for  their  wants. 

“Did  you  not  mean  in  your  former  ausAver, 
that  siqiposing  the  Bank  to  pay  in  casli,  and  a 
great  drain  for  ciish  to  arise  at  a time  of  a very 
uiitavorable  exchange,  you  should  iaeline  to  ad- 
vise some  diminution  of  bank  jiaper,  ami  cou- 
sequently  some  restriction  of  the  supply  of 
discounts  below  the  demand  that  should  bo  made 
for  them? — 1 must  recommend  it  from  iiecessitv, 
although  in  my  opinion  it  would  not  improve  the 
exchange ; I think  it  one  of  the  advantages  of 
the  restrietiou  bill,  that  we  are  not  driven  to  that 
necessity. 

“ Are  you  not,  therefore,  of  opinion,  that  the 
measure  of  restriction  of  the  cash  payments  of 
the  bank  is  proper,  not  merely  as  a temporary 
measure  to  obviate  temporary  dillieulties,  but  as 
a measure  of  permanent  policy  ? — Although  under 
existing  cireumstaiices  the  restriction  bill  is  found 
necessary,  ami  experience  has  proved,  as  Avell  as 
1 ean  Jmlge,  that  no  iujiiry  results,  or  is  likely  to 
result  from  it,  yet  iu  a dhferent  situation  of 
atfairs,  the  necessity  for  its  oi)eratiou  might  no 
longer  exist. 

“Wliat  inconveniences  would  you  see  in  your 
vieAv  of  the  operation  of  the  restrictive  system,  to 
its  being  a i»ermaiient  measure,  siqiposing  tlie 
bank  to  regulate  its  issues  in  the  maimer  yon  ; 
have  described  ? — From  our  experience,  and  in 
my  vioAv  of  it,  I ean  see  no  ])Ositivc  incouveiiieuce  ' 
likely  to  result  from  its  being  a peniiaueut  mea- 
sure, nor  do  1 see  any  advantage  that  will  arise 
from  its  being  continued,  Avlieii  our  political  and 
commercial  relations  Avill  admit  of  its  removal ; 
ami  1 am  furiher  of  opinion,  that  in  addition  to 
the  satisfaction,  Avhich  as  a bank  director  1 should 
derive  from  the  removal  of  the  restriction,  (Avhen 
the  necessity  fur  it  ceases)  the  feelings  of  the 


public  Avould  not  bo  satistied,  unless  it  had  in 
exiHH’lation  such  a change. 

“ Is  the  restriction  of  the  Bank  a cause  of  tlic 
unsteadiness  iu  the  course  of  exchange? — Un- 
, doiibtedly  not, 

M)\  Whitmore.  “I  concur  in  that  ansAver. 

“If  a large  quantity  of  laotullie  circulating 
medium  existed  in  a ciurntry  capable  of  cxporla- 
' tion,  either  in  the  shape  of  coin  or  of  bullion,  must 
j not  that  ]n‘event  the  course  of  exchange  from  being 
much  more  unfavorable  to  tlie  country  ]>osse.ssing 
it,  tliau  Avould  cover  the  expenses  of  exporta- 
tion?— Mr.  Pearse.  Undoubtedly,  but  the  quan- 
tity of  bullion  in  the  country  for  sudi  objects  can 
only  depend  upon  commercial  and  jiolilical 
transactions,  totally  unconnected,  as  far  as  I can 
judge,  Avilh  any  effect  of  the  issue  of  bank- 
notes. 

“ Can  any  paper  cm-reucy  have  the  same  effect  ? 
— I think  not. 

“ Since  the  suspension  of  the  Bank  payments 
iu  cash  down  to  the  jireseiit  time,  has  there  been 
aii3'  material  extension  of  its  commercial  dis- 
counts ?—J//'.  Whitmore.  1 /iiul  the  commereial 
discounts  have  V'aried  nearly  in  the  same  propor- 
tion to  the  Bank  adA'ances  upon  other  securities; 
the  amount  of  the  bank-notes  behu'e  Parliament 
is  a certain  criterion  of  the  aggregate  of  their  ad- 
vances on  different  securities  to  Government; 
and  on  all  securities  the  discounts  have  certainly 
increased  since  1797,  owing,  as  I conceive,  to  the 
increased  trade  of  the  countrv. 

“Have  they  increased  in  a A*ery  large  propor- 
tion?— ^Within  the  three  last  years,  they  have 
increased  considerably." 

♦ 9i>  ♦ ♦ « * 

“ If  it  were  not  for  this  feeling  or  expectation 
on  the  part  of  the  public,  should  you  be  of  opinion 
that  it  AA'ould  be  exi>edieiit  to  continue  the  re- 
striction as  a permanent  measure,  inasmueli  as  it 
AA'ould  not  only  relie\*e  the  Bank  for  tlie  expense 
<d*  {mrehasingand  keeping  a large  siqiply  of  bullion, 
but  also  effectually  protect  botli  them  and  the  pub- 
lic from  a rejtetitlon  of  those  iiiconveniciices  Avhich 
first  led  to  the  restriction,  and  that  these  advan- 
tages Avould  be  produced  Avitliout  creating  any 
Ollier  inconvenience  by  Avhich  they  might  be 
counterbalanced? — Mr.  Pearse.  I have  alix^ady 
stated,  in  ansAA^er  to  a former  question,  that  I am 
not  aware  of  any  positive  inconvenience  result  ing 
from  the  present  oiieration  of  the  restrietiou  bill, 
or  likely  to  result  from  its  being  rendered  jier- 
mauent,  except  as  far  as  regards  an  expectation 
on  the  part  of  thejiublic,  that  it  avHI  be  removed. 

“ Has  the  present  uiitaA'orable  >tate  of  exchange 
any  intluence  upou  the  amount  of  your  issues? — 

Mr.  Whitmore.  “ It  has  iio  iulliieuce  upon  tho 
amount  of  our  issues,  having  acted  precisely  in 
the  same  Avay  as  avc  did  before. 

“ Does  there,  in  your  opinion,  exist  any  excess 
ill  the  cimilatiou  of  tlie  kingdom,  ari^^ing  from 
tlio  amount  of  issues  of  the  eouiilry  banks  ? — Mr. 
Pearse.  1 have  iio  practical  knowledge  of  the 
amount  of  country  bank  paper,  nor  any  means  of 
Judging  of  Avhat  may  be  necessary  as  a circulating 
medium.  There  seems  to  be  a great  iuereiise 
Aviihiu  a short  time,  especially  within  the  last 
tAVo  or  three  years — gi’eater  tluni  I can  imagine 
any  alteration  of  circunistauces  within  that  time 
can  legitimately  call  for. 

“Docs  not  all  country  paper,  so  long  as  it  con- 
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tiiincs  out,  circulate  at  par;  or,  in  other  wonlsis 
it  not  intercliaiigeable  with  paper  of  the  Bank  ot 
En^rlaiid? — It  must  circulate  at  par,  or  it  would 
return  upon  the  parties  that  issue  it. 

“Before  tlie  restriction,  were  not  country 
bankers  liable  to  an  extraordinary-  demand  for 
gold,  whenever  there  was  any  continued  run 
upon  the  Bank  of  England? — Certainly. 

Mr.  mi/iHore.  “I  agi'ee  perfectly  with  M’hat 
Mr.  Poarse  savs. 

“ Has  the  holder  of  the  paper  of  any  country 
bank  anr  interest  to  convert  it  into  Bank-notes, 
if  he  feels  no  alarm  as  to  the  credit  and  solidity 
of  tlie  country  bank?  — d/r.  Pearse.  I should 
think  not. 

“ Before  the  restriction,  was  there  not  such  an 
interest  to  exchange  country  bank  paper  for  gold 
whenever  the  market  price  was  materially  above 
the  mint  price  for  gold  ; and  did  not  such  an  ex- 
change, Avhenever  it  took  place,  lead  to  a diminu- 
tion of  the  circulalion?— Although  tlm  exchange 
was  often  unfavourable  to  this  country  previous 
to  the  restriction,  it  was  never  in  my  experience 
sufliciently  so  to  produce  such  an  effect;  but  as 
it  is  now  so  materially  unfavorable,  no  doubt  ' 
everv  exertion  would  be  used  to  get  possession  of 

gt»id;’  * * * .* 

“ So  long  as  the  market  price  of  gold  continues 
t > be  above  ^4  ]>er  ounce,  and  the  course  of  cx- 
diauge  with  foreign  countries  in  a corrcs])onding 
degree  unfavorable  to  England,  will  not  the  stock 
of  gold  in  the  Bank  be  continually  decreasing  by 
tiuT  issues  whicli  must  unavoidably  be  made  for 
certain  small  payments,  or  for  the  public  service, 
so  that  in  the  course  of  time,  were  the  present 
state  of  things  to  continue,  and  the  Bank  not  to 
piirchasc  at  a great  loss,  the  whole  would  be  ex- 
hausted ?— The  purchases  made  by  the  Bank 
have  been  at  a very  great  loss,  and  they  would 
think  it  their  duty  to  'sacriffee  still  more  to  tlie 
public  service,  to  keep  up  the  (piaiitity  of  specie 
for  the  TUirposes  for  which  it  is  used.” 

♦ ♦ » ♦ ■*  * 

“ Poes  not  the  unfavorable  course  of  exchange 
with  foreign  countries  tend,  even  under  the  pre- 
sent restriction,  in  some  degree  to  render  its 
continuance  and  ]»rokmgation  necessary,  in  so  far 
as  that  necessity  may  depend  on  the  iuv»portion 
of  siiecie  in  the  coffers  of  the  bank  to  the  amount 
of  it';  notes  in  circulation? 

Mr.  Whitmore.  In  my  opinion  the  high  price 
of  gold  bullion  abroad,  does  make  it  necessary  to 
continue  the  restriction  ; but  1 have  already  ob- 
served that  the  low  state  of  exchange  has  not 
operated  before  the  restriction  to  drain  ns  of  onr 
guineas  to  any  material  extent. 

Mr.  Pear.'te.  “ Undoubtedly  it  does,  as  far  as 
regards  the  su]t]>ly  of  the  imblic  wants  with  a 
circulating  medium,  as  it  would  not  be  possible 
f.tr  the  bank  to  continue  that  snp])ly,  if  the  re- 
strictinii  bill  were  ronutved,  whilst  tlie  foreign 
exchanges  remain  so  unfavorable  as  at  present — 
aproliTof  from  10  to  15,  to  -JO  per  cent,  upon 
converting  guinea.s  into  bullion,  would  be  too 
great  a temptation  to  allow  any  to  remain  in  the 
■ bank,  as  long  as  a bank  note  remained  in  circu- 
lation. Tlie  bank  would  tlierefuro  inevitably  bo 
driven  to  tin*  necessity  of  calling  in  its  iiotes^  or, 
in  other  words,  (>f  reducing  its  advances  on  bills, 
\c..  which  would  pnaluce  that  distress,  which 
the  restriction  bill  was  passed  to  prevent. 


“ In  case  the  Bank  was  now  open,  and  the  ex- 
clianges  were  as  they  arc  now,  and  the  price  of 
gold  also,  should  you  be  of  opinion  that  the  Bank 
ought  to  restrain  the  amount  of  its  discounts  in 
coiisideratioii  of  the  drain  of  gold,  which  would 
result  from  these  circumstances  ? 

Mr.  Whitmore.  “ If  the  Bank  experienced  a 
drain  of  gold,  they  would  pay  a very  great  atten- 
tion to  the  dt'scriptiou  of  persons  to  whom  they 
afforded  the  discounts,  and  so  far  their  caution 
would  tend  to  diminish  their  total  amount  of 
discounts. 

“ When  yon  state  that  the  present  high  price  of 
gold  abroad  would  occasion  a drain  upon  the 
bank,  and  that  it  w-as  never  so  high  before  the 
restriction,  as  to  occasion  such  a drain  in  any 
material  dcgi  ec ; is  not  the  course  of  exchange 
with  foreign  countries  the  only  criterion  by  which 
you  judge  of  the  higli  jirice  of  gold  abroad? 

Mr.  Whitmore.  “ The  high  course  of  exchange 
upon  foreign  countries  is  not  the  criterion  I judge 
by,  but  the  notoriety  that  the  gold  coin  of  this 
country  is  bought  iq)  in  order  to  be  exported. 

Mr.  Pear.se.  “ Tlie  course  of  exchange  certainly 
is  the  criterion.” 

“Poyou  believe  that  the  refusal  of  the  Bank 
to  discount  for  persons  suspected  of  being  con- 
cerned in  tlnr  unlawful  traffic  of  melting  down  or 
exporting  guineas,  would,  in  point  of  fact,  pre- 
vent such  unlawful  traffic,  so  long  as  the  market 
price  of  goki  should  continue  so  high  above  the 
mint  imiee,  as  to  afford  a profit  on  the  traffic? 

Mr.  Whitmore.  “1  believe  our  refusal  to  dis- 
count tends  to  lessen  though  not  altogether  to 
prevent  it. 

Mr.  Pearse.  “With  the  best  intentions  on  our 
part,  I am  not  of  opinion  that  such  refusal  can 
prevent  it. 

“If  any  period  w'oro  now  fixed  upon  though 
a distant  one — such  for  instance  as  one,  two,  or 
three  years  fur  the  termination  of  the  restriction — 
shijukl  you  not  be  of  opinion  as  a bank  director, 
that  it  would  become  necessary  for  the  Bank 
gi-adnally  to  diminish  the  amount  of  its  notes  in 
circulation,  and  to  regulate  the  amount  of  its 
issues,  with  a reference  to  the  course  of  exchange 
with  foreign  countries  ; thereby  on  the  one  hand 
guarding  as  much  as  possible  against  any  sudden 
and  general  embarrassment  to  the  circulation  of 
themmtry  and  on  the  other  preparing  itself  in 
such  a manner,  as  might  be  le:ist  likely  to  pro- 
duce any  derangement  of  our  coimnercc  to  meet 
the  opening  w'lthout  any  risk  of  a demand  for 
specie  being  then  made,  lor  the  puri>ose  of  pro- 
fit in  exporiing  it  to  foreign  countries?” 

Mr.  Whitmore.  “ In  my  oi)iniuu  we  could  not 
restrain  the  amount  of  disetuuits  on  the  Bank, 
without  so  materially  affecting  the  trade  and 
revenue  of  the  country,  that  it  would  be  advis- 
able to  wail  the  perkul  of  peace,  when  I should 
luipe  the  (luestioii  will  l>e  camsidered  in  the  most 
ample  ami  impartial  maimer,  and  that  a.s  w'e  may 
1 have  good  reason  to  expect  the  demand  of  gold 
' bullion  on  the  continent  would  cease,  and  the 
trade  of  the  couiitrv  allow  of  the  importation  ot 
the  articles,  the  Bank  might  be  enabled  to  resume 
their  cash  payments  without  inconvcnieiiee,  or  a 
prospect  ol  their  not  being  iible  to  continue  them. 

I “ Suppose  the  measure  to  he  determined  ou  by 
rarliameut,  of  the  opening  of  the  Bank  at  a dis- 
tant period,  should  you  think  that  in  the  event  of 
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the  exclianges  continuing  tlie  same,  or  nearly 
the  same,  some  restriction  of  the  Bank  issues 
might  to  take  place,  with  a view*  to  prcjiare  for 
the  opening?— I’rovided  it  was  imperative  upon 
us  to  open,  I sliould  think  a restriction  of  the 
Bank  issues  would  be  necessary,  notwithstand- 
ing the  fatal  consequences  that  might  arise  from 
it  to  the  commerce  and  revenue  of  the  country. 

Mr.  Pearse.  “ In  the  contemplation  of  the  re- 
moval of  Tlie  restriction  bill  till  at  any  definite 
]ierii)d,  it  would  become  necessary  for  the  Bank 
to  regulate  the  amount  of  its  issues  with  a refe- 
rence to  the  course  of  exchange  with  foreiim 
countries;  but  while  that  exchange  continues 
unfavorable,  (an  event  asarisingont  of  the  balance 
of  payments,  not  within  the  control  or  infiuence 
of  the  Bank,)  I cannot  see  that  any  regulation 
within  the  means  of  the  Bank  would,  in  the  event 
of  an  oitcning,  effectually  preclude  the  risk  of  a 
demand  for  si>ecie  being  then  made  for  the  purpose 
of  profit  ill  exporting  it  to  the  continent.” 

♦ ♦ sH  » # * ♦ 

“Do  you  not  believe  it  impossible  that  the 
course  of  exchange  should  continue  at  its  present 
unfavorable  rate  for  any  length  of  time,  if  tlie 
restriction  of  the  cash  payments  of  the  Bank 
were  removed  ? 

Mr.  Whitmore.  “I  should  think  it  very  likely 
to  continue  as  it  is  now,  if  tlie  trade  of  tlic 
country  and  the  prices  abroad  were  also  to  con- 
tinue as  they  now  are. 

Mr.  Pearse.  “ It  would,  or  it  would  not,  con- 
tinue, according  as  the  trade  of  the  country  and 
its  political  expenses  avoiiUI  operate. 

“ Then  you  do  not  believe  that  the  facility 
which  would  be  acquired  of  obtaining  guineas  by 
the  removal  of  the  restriction  on  the  Bank,  would 
operate  upon  tlie  rate  of  exchange  with  foreign 
countries  ? 

Mr.  Whitmore.  “ In  Avhatevcr  extent  the  guineas 
and  the  bullion  might  be  exported,  it  would  ope- 
rate to  the  improvement  of  the  exchange,  like  the 
exportation  of  any  other  commodity. 

Mr.  Pearse.  “1  concur  in  that  opinion  with  the 
Clovernor.”  * ♦ * * 

“ Is  it  not  the  practice  witli  the  Bank  to  keep 
the  issue  of  their  notes  rather  below  tlie  amount 
which  tlie  occasions  of  the  public  would  appear 
to  reipiirc,  than  to  allow  any  excess  of  their 
amount  with  a view  to  ju’offt? — I tliink  I have 
already  stated  that  the  Bank  docs  not  comply 
with  the  whole  demand  upon  them  for  discounts, 
and  tliat  they  arc  never  induced,  by  a view  to 
their  own  profit,  to  push  their  issues  beyond  what 
they  deem  consistent  with  the  public  interest.” 

The  opinions  of  the  majority  of  commercial 
men,  at  this  time,  were  well  expressed  by  ]\lr. 
Chambers,  a general  merchant.  “ Have  you  ever 
had  oiiportunities  or  occasions  to  consider  the 
cllect  of  an  excessive,  or  forced  paper  currency, 
in  any  country  upon  its  foreign  exchanges  with 
other  countries? — In  a small  clegree  I have. 

“ What  do  you  conceive  the  effect  of  such 
excess  to  be  upon  the  foreign  exchanges? — I 
apprehend  the  effect  ou  the  exchange  would  follow 
the  dei>ivciation  of  a forced  currency. 

“ What  do  you  say  as  to  an  excessive  currency 
though  not  forced  ? — I do  not  conceive  the  thing 
possible. 

“ Wliat  do  you  mean  by  a forced  paper  cur- 
rency ? — A paper  whicli  1 am  obliged  to  take 


against  my  will  for  more  than  its  value.  It  is  not 
forced  so  long  as  people  take  it  willingly,  which 
they  Avill  naturally  do  while  nndciireciated. 

“i^Iiiy  not  the  (piantity  of  metallic  currency 
be  increased  in  proportion  to  jtayments  which  it 
has  to  effect,  by  an  increased  issue  from  the 
mines;  and  will  not  tliat  have  the  effect  of  raising 
the  money  prices  of  all  commodities  ? — I conceive 
an  increase,  or  abundance  of  .silver,  (irgold,  would 
Iiave  the  same  effect  upon  those  precious  metals 
as  a glut  of  any  other  commodity  upon,  the 
market. 

“And  ill  the  same  manner  may  not  that  paper 
currency  which  continues  to  ]n'cserve  its  credit 
uiiimpeached,  and  which  comuiereial  people  are 
perfectly  willing  to  receive,  be  so  augnuenteil  in 
(luantitv  as  to  raise  the  local  prices  of  commodi- 
ties ?— I do  not  conceive  that  that  piece  pai>er 
for  whicli  1 am  obliged  to  give  a valuable  article 
of  merchandize,  can  be  increased  beyond  the 
want  of  it ; iioliody  will  give  a valuable  article 
for  a t>iece  of  paper,  that  does  not  want  it. 

“Have  you  ever  Iiappeiicd  to  ]>ay  any  atten- 
tion to  the  history  of  the  juiper  currency  of 
Scotland,  between  thirty  and  forty  years  ago, 
or  to  that  of  Ireland  about  the  year  1804  ? — Some 
years  ago  I remember  reading  something  about 
them,  but  the  rccollectiou  is  rather  faint  upon 
my  mind. 

“ Do  you  call  tliat  paper,  in  your  sense  of  the 
word  forced,  a forced  paper  currency,  wliicli 
cither  by  law  as  it  stands,  or  by  force  of  ]mblic 
opinion,  is  not  convertible  into  specie  at  the 
Ol»tioli  of  the  liolder? — If  it  he  convertible  into 
other  objects  of  my  gratijieatitni  without  deprecia- 
tioru  I do  not  consider  it  forced. 

“At  the  Mint  price,  of  standard  gold  in  this 
country,  how  nnidi  gold  does  a Bank  of  England 
note  fin-  one  pound  represent  ? — 5 dwts.  grns. 

“At  the  present  market  jiricc'of  standard  gold 
of  £4  T2s.  per  ounce,  how  much  gold  do  yon  get 
for  a bank  note  of  £1  ? — I dwts.  8 grus. 

“Do  you  consider  that  a bank  of  England 
note  for  £1,  under  these*  present  circuinstaiiees, 
as  exchangeable  in  gold  fur  what  it  represents  of 
that  metal? — I do  md  conceicc  f^<dd  to  he  a fairer 
sta)idard  for  Bank  of  England  notes  than  indigo^ 
or  hroad  cloth." 

[(^nestiou  repented.] 

“if  it  represents  tAventy  shillings  of  that  metal 
at  the  coinage  lU'ice,  it  is  not. 

“If  I go  to  a silversmitlds  shop  and  sec  a gold 
cup  which  he  tells  me  is  in  Aveight  exactly  100 
guineas,  and  that  he  must  haA'c  £10  more  for  the 
Avorkmanship,  Avill  he  gh'e  me  that  cup  tur  £115 
in  Bank  notes,  gold  bullion  selling  at  £4  12s.  per 
ounce?— Ho  avouUI  sell  his  gold  cup  as  he  A\*ould 
any  other  bullion,  at  the  bullion  price,  1 suppose. 

“Am  I to  understand  by  tliat,  that  he  Avoiild 
sell  his  cup  for  £120,  or  thereabouts,  being  !lie 
A’alnc  of  the  gold  besides  the  £10  fur  the  Avork- 
maushi]>? — Yes. 

“AVill  you  state  to  the  Committee,  in  your 
I opinion,  to  Avliat  causes  is  referable  the  present 
! unfavorable  state  of  exchange  between  England 
and  the  Continent?— To  tlie  balance  of  payments 
being  against  this  country. 

“Can  yon  give  cases  to  illustrate  tlie  fiict  that 
you  haA'e  assigned  of  the  balance  of  payments 
being  against  this  country  ? — Large  Britisharmies 
on  the  continent,  sIoav  returns  for  exports,  quick 
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payments  for  hnportr^,  and  very  large  stocks  of 
'mportcd  goods  ik>w  on  hand  in  this  country. 

“ Is  there  any  other  cause  to  which  you  attribute  ' 
the  present  state  of  exchanger* — I know  of  none 
:ithcr,  that  can  atlcct  it,  excepting  that  of  a forced 
leprecialcd  currem’v. 

“Is  it  your  opinion  that  the  currency  of  Eng- 
land is  depreciated? — Certainly  not.” 

15.  lUr.  Jeremiah  Hannan,  a dinictor  of  the 
Bank  of  England,  wiio  was  examined  on  several 
suiisequent  occasions,  and  was  always  a stout  oppo- 
nent of  the  doctrine  that  the  issues  of  bank  notes 
had  any  intlucnce  on  the  cxelninges,  was  asked, 

“ lMea.se  to  state  M liat  you  conceive  t<*  be  the 
priuciide  by  which  the  Bank  of  England  regulates 
the  extent  of  its  issues,  do  you  conceive  it  to  be 
their  practice,  for  example,  to  discount  bills  to 
the  extent  to  which  they  are  reeptired,  supposing 
the  bills  to  be  good,  and  to  ai>pear  to  be  for  real 
transactions,  and  the  party  applying  to  make 
application  for  no  more  than  a reasonable  amount ; 
or  do  you  take  at  all  into  consideration  tlie  state 
of  the  cxebanges,  and  in  any  degree  diminish  the 
total  amount  of  discounts  atlurded,  ami  coii- 
serpiently,  also  the  paper  issues,  when  the  ex- 
changes are  |)articnlarly  unfavorable? — One  of 
the  first  objects  we  have  in  view  is  the  solidity  of 
the  paper  lirought  in,  and  allliougli  wc  have  no 
precise  limit,  wc  constantly  keep  in  view  tlic 
aggregate  amount,  as  well  as  the  amount  of  every 
individual  account.  With  reganl  to  the  other 
jiart  of  the  Ciuestu»n,  though  the  state  of  the  ex- 
changes is  constantly  watched,  the  amount  of  our 
discounts  is  not  i-egulated  with  any  reference  to 
that  circumstance.” 

« 3i(  * 

“Do  yon  not  think  that  the  sum  total  applied 
for,  evfu  tluaigli  the  accommodation  alibrded 
should  !)e  on  the  security  of  good  bills  to  safe 
per’^ons,  might  bo  such  as  to  produce  some  excess 
ill  the  (luanlity  of  the  Jbiiik  issues  if  fully  coni- 
jdied  with  ? — I think  if  we  discount  only  for 
solid  persons,  and  such,  paper  as  is  for  real  bond 
fide  transactions,  Ave  cannot  materially  err.” 

it  * if  it  if-  * if 

“ Supposing  the  exchange  to  continue  long  and 
greatly  unfavorable,  should  you  not  be  disposed 
to  refer  this  eiremiistunee  iu  some  measure  to  an 
excess  of  paper  currency,  or  shouhl  you  assume 
that  the  balance  of  trade  had  continued  during 
that  long  ])eriod  unfavorable? — I must  very 
materially  alter  my  opinions,  before  i can  siipi^ose 
that  the  exchanges  will  be  influenced  by  any 
modilicutious  of  our  paper  curreucy.” 

16.  There  was  but  a single  witness  before  this 
Committee  v.  ho  had  clear  and  accurate  views  oii 
tlie  (lUestion,  an  anouymouscontinental  merehaut. 
He  was  asked,  “Have  you  ever  known  the  ex- 
i'hauge  to  fall  to  the  extent  of  12  to  15  per  cent, 
in  any  part  of  Enrui>e,  iu  which  it  was  computed 
in  coin  containing  a fixed  quantity  of  gold  or 
silver,  or  ill  paper,  or  bank  money,  exchanged  at  a 
lixed  agio,  either  for  such  gold  or  silver  coin,  or 
fur  gold  or  silver  bullion  of  a definite  amount  ? — 
Xo,  never  except  iu  countries  where  tlie  export 
of  i heir  currency  has  been  ellectually  prohibited, 
such  as  Sweden. 

*■  Js  it  to  Sweden  only  that  you  refer  in  making 
that  exception? — 1 do  not  Just  now  recollect  any 
other  country,  where  paper  resting  upon  the 
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foundation  of  coin,  the  latter  is  effectually  pre- 
vented from  b ang  exitorted. 

“Ilow  is  that  prohibition  made  effectual  iu 
Sweden  ? — By  the  bank  not  issuing  specie  to  any 
amount  when  the  exchange  is  depreciated. 

“What  is  the  extent  to  which  you  conceive 
that  the  exchange  is  capable  of  falling  in  any 
country  iu  Europe,  at  the  present  time,  supi»osiiig 
it  to  be  computed  iu  coin  of  a definite  value,  or 
ill  something  convertible  into  a definite  (luautity 
of  goUl  or  silver  bullion  ? — The  ehitrge  of  trans- 
porting it,  together  Avith  an  adequate  profit  in 
proportion  to  the  risk  the  transmitting  such 
s]>ecic  is  liable  to,  Avould  be  the  extent  of  the 
tluctuatioii. 

“ Can  you  state  Iioav  much  per  cent,  may  be 
tlie  present  expense  and  risk  of  transporting  gold 
from  Loudon  to  Amsterdam,  or  Hamburgh,  or 
any  other  principal  places  trade  on  the  conti- 
nent ? — ludepemleiit  of  the  premium  of  insurance, 
it  would  be  from  to  2 per  cent,  from  Loudon 
to  Hamburgh. 

“What  do  yon  conceive  to  bo  the  amount  of 
the  risk  ? — Tlie  risk  is  so  very  variable  from  day 
to  day,  that  it  is  impossible  for  me  to  state  any 
fixed  premium. 

“ "WMiat  do  you  conceiA'C  to  have  been  the  aA'c- 
rage  risk  for  the  last  fifteen  months  ? — About  4 
per  cent. 

“ Do  you  not  tlien  conceive  that  such  a fall  of 
our  exchange  as  lias  exceeded  the  sum  necessary 
to  compensate  for  the  expense  of  trausiiortiiig 
gold  and  silver  iu  the  last  fifteen  months,  must  be 
referred  to  the  circumstance  of  the  existence  of 
a paper  currency  not  convertible  into  specie? — 
Yes,  certainly. 

“Do  you  cuiiceiA^e,  then,  that  out  of  the  15  or 
•20  per  cent.  Avhicli  the  English  exchange  has 
fallen  in  the  last  fifteen  months,  the  hu*ger  pro- 
jxirtioii  of  from  10  to  1*2  or  13  per  cent,  may  be 
referalde  to  the  circumstance  of  our  paper 
currency  not  being  convertible  to  cash  ? — 1 am 
clearly  of  that  opinion. 

“Do  you  tlien  consider  our  imper  as  depreci- 
ated 10  to  13  per  cent,  in  consequence  of  its  non- 
convertibility into  cash? — As  1 value  eAxrything 
by  biillnm,  1 conceive  the  jiapcr  currency  of  this 
country  to  be  depredated  to  the  full  extent  of 
tlie  15  to  20  j.er  cent. ; or  rather  the  difiereiice  in 
tliis  country  between  the  price  of  bullion,  and  the 
rate  by  Avhicli  the  coin  is  issued  from  the  Mint. 

“Do  you  conceive  the  balance  of  trade  with 
1 the  continent  of  Euroiie  to  be  now  for  or  against 
this  country  ?— I conceive  it  to  be  considerably 
in  favor  of  this  country.” 

if  if  if  if  if  if 

“ Do  you  ronceh’e  that  tlie  quantity  of  bank 
papir  iu  England  iufiueuces  its  price,  aud  has  an 
effei  t upon  the  exchange? — In  my  opinion,  the 
same  jirinciples  attach  themselves  to  bank  pajier, 
as  to  any  other  comiuodity,  Avheu  cairied  to  a 
certain  extent. 

“Do  you  not  couceh'c  that  the  limitation  of 
: bank  paper  has  a general  tendency  to  improve  tlie 
I excliaiige,  and  to  augment  its  tn'ice  ? — its  price 
! Avoiild  certainly,  in  my  opinion,  be  enhanced  by 
; its  limitation,  or  what  is  the  same  thing,  the 
imminul  a'uIuc  of  every  article  would  be  reduced; 
Avheii  this  nductioii  had  brought  the  price  of 
bullion  to  the  Mint  value,  the  exchange  Avould  be 
at  uear  A fiu'tlici*  diminution  of  this,  or  any 
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other  circulating  medium,  would  not  tend  to  raise 
the  exchange.” 

“Is  not  the  depreciation  of  paper  currency  as 
to  it.s  efiect  on  foreign  exchanges,  the,  same  as 
Avould  be  a debasement  of  the  eoiu? — Yes,  cer- 
tainly, Avith  the  distinction  that  the  extent  of  the 
one  can  be  distinctly  ascertained,  but  not  that  of 
tlie  other,” 

Such  arc  the  opinions  of  the  Avitnesses  upon 
tlie  great  points  of  discussion  before  the  Com- 
mittee. We  shall  noAv  give  an  abstract  of  this 
Celebrated  Report,  reserving  two  parts  of  it  for 
fuller  discussion. 

It  Avas  the  composition  of  Mr.  Horner,  Mr. 
Huskissoil,  and  ^Lr.  Thornton. 

Anali/sis  of  the  Bullion  lleport, 

17.  The  mint  price  of  gold  is  .£3  17a*.  lO^r/.  per 
ounce  of  standard  fineness;  but  during  1806, 
1807,  1808,  the  market  iirice  Avas  £4.  ToAvards 
the  end  of  1808,  it  rose  rapidly,  and  stood  very 
high  during  the  Avhole  of  1809,  fluctuating  from 
T4  to  £4  l*2,s'.  jier  ounce.  The  jn'ice  at  £4  10a*. 
is  about  15J  per  cent,  abov^e  the  mint  jirice.  The 
price  had  continued  very  much  the  same  during 
that  year — 1810. 

The  price  of  foreign  gold  coin  is  generally 
higher  than  that  of  bar  gold,  as  being  more  useful 
in  foreign  markets  ; the  difiereiice  lately  has  been 
about  2.V.  per  ounce.  MMiere  is  also  a difiereiice 
of  about  4a.  jier  ounce  betAveen  bar  gold,  which 
may  be  SAvoi*n  off  for  exportation  as  being  foreign 
gold,  and  such  as  the  dealer  Avill  not  A*enture  to 
SAvear  off,  the  former  being  about  £4  10a.  iu  the 
market,  and  the  latter  £4  6a.  OAving  to  these 
A'arious  distinctions,  the  price  of  exportable  bar 
gold  should  be  chiefiy  regarded  in  the  present 
inquiry. 

lint  the  price  of  sih^r  should  be  regarded  as 
Avell.  Tlic  mint  price  of  standard  silver  is  5a.  2^/. 
l>er  ounce ; at  Avhich  price  Spanish  dollars  are 
really  Avorth  4a.  11^</.  jier  ounce.  During  1809, 
these  dollars  fiiictuated  from  5a,  5d,  to  5a.  Id. 
per  ounce,  or  from  10  to  13  per  cent.  aboA'e  the 
mint  price.  During  May,  1810,  they  Avere 
quoted  at  5a.  8^/.,  being  more  than  15  per  cent, 
above  the  Mint  price. 

'J’he  exchanges  Avith  the  Continent— Hamburgh,  ' 
Amsterdam,  and  Paris — being  the  places  Avith 
Avhich  they  Avere  established,  had  likcAvise  become 
extremely  unfavorable.  During  the  latter  half  of 
1 809,  and  first  quai*ter  of  1810,  those  Avith  Amster- 
dam and  Hamburgh  had  been  depressed  from  16 
to  20  j)cr  cent.  beloAv  par ; and  that  Avith  Paris 
still  lower.  Since  April,  they  liad,  to  a certain 
extent,  improved,*  that  witli  Hamburgh  had  risen 
trom  29.4  to  31  ; that  with  Amsterdam,  from 
31.8  to  33,5;  and  that  Avith  Paris  from  19.16  to 
21.11.  These  figures  shcAvod  that  the  exchange 
Avith  Hamburgh  aviis  then  £9  per  cent.  belOAv 
par;  that  Avith  Amsterdam,  £7  per  cent.;  and 
tliat  Avith  Paris  more  than  £14  per  cent.  beloAv 
I»ar. 

All  former  reasonings  and  exjicrience  shcAved 
that  so  remarkable  a rise  in  the  market  price  of 
gold,  coupled  Avith  so  great  a fall  in  the  foreign 
exchanges,  was  to  be  attributed  to  the  stalcV 
our  domestic  curreucy.  But,  ueA’ertheless,  they 
had  Avished  to  hear  from  persons  of  commercial 
experience,  Avhat  they  had  to  say  upon  such  au 
umisual  state  of  things. 
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j 18.  T.  With  respect  to  the  High  price  of  Gold, 
j Most  of  tlie  Avitnesscs  ascribed  the  high  price 
of  gold  entirely  to  an  alleged  scarcity  of  the  article, 
arising  from  an  timisnul  ilmnaml  for  it,  chiefiy  for 
the  use  of  the  Freueh  armies,  increased  also  by 
tliat  state  of  alarm  Avliich  leads  to  hoarding. 

The  Committee  Avas  of  opinion  that  in  a .s<mud 
state  of  the  British  currency,  the  foundation  of 
Avhich  is  gold,  no  increased  demand  for  gold 
Avherever,  or  from  Avbatcver  causes  arising,  could 
possibly  produce  here,  for  any  length  of  time,  a 
material  rise  in  the  price  of  gold.  'They  doubted 
too,  for  other  reasons,  wliether  such  an  alleged 
demaud  for  gold  had  really  operated  in  the  man- 
ner supposed. 

If  au  unusual  continental  demand  for  gold  in- 
flueuced  its  market  price  in  this  country,  it  must 
also  necessarily  and  indeed  previously  influence 
its  price  iu  continental  markets.  But  there  Ava.s 
no  evidence  of  such  a fact.  While  the  jirice  of 
gold  Avas  rising  here,  there  Avas  no  corresponding 
rise  in  the  jirice  of  gold  bullion  abroad,  as  valued 
in  the  respective  currencies.  This  Avas  decisively 
proA'ed  by  Avitiiesses  of  groat  experience,  Avho 
declared  that  no  alteration  iu  the  Mint  price  of 
gold  in  foreign  places  had  occurred,  nor  had  the 
market  prices  experienced  an  adA'ance  at  all  re- 
lative to  the  rise  that  had  taken  place  iu  Eng- 
land. 

At  Hamburgh  and  Amsterdam,  where  silver 
is  the  measure  of  value,  aud  not  gold,  as  in  this 
country,  au  umisual  demand  for  gold  Avould  affect 
its  money  price,  z e.,  its  price  in  silver.  But  no 
considerable  rise  in  the  silver  price  of  gold  had 
occurred  at  these  places  in  the  last  year,  Avhich 
proved  that  there  had  been  no  considerable  in- 
crease in  the  demand  for  gold.  A certain  rise  in 
the  market,  or  sih^er  price  of  gold,  at  these  places, 
abuA^e  its  mint  silver  price,  Avas  due  to  an  altera- 
tion in  the  relative  A'alues  of  the  tAvo  precious 
metals  all  over  the  Avurld.  The  very  same  pheno- 
menon had  been  obserA-ed  in  this*  country,  for 
some  time  before  the  increase  of  our  papeV  cur- 
reucy, appearing  as  a fall  in  the  value  of  silA  or. 
Silver  luiviug  fallen  iu  its  relative  Aalue  to  gold 
all  over  the  AvorUI,  gold  has  a[)peared  to  rise  in 
price  in  those  markets  Avbere  silver  is  the  fixed 
measure,  aud  silver  has  appeared  to  fall  in  those 
Avhere  gold  is  the  fixed  measure. 

19.  Jf  the  rise  of  the  market  price  of  gold  Avas 
at  that  time  to  the  continental  demaud  to  supply 
the  French  armies,  the  very  same  thing  must  liaA'e 
happened  in  former  Avars,  and  convulsions  of  the 
coiitiueiit,  though  perhaps  not  iu  so  great  a de- 
gi*ee.  During  the  Seven  Years’  aviu*,  and  the 
American  Avar,  Sir  Francis  Baring  very  Justly 
observes  that  no  scarcity  of  bullion  Avas  felt  in 
tills  country.  Since  the  reformation  of  the  coin- 
age iu  1773,  up  to  the  middle  of  1799,  two  yeiu's 
and  a half  after  the  suspension  of  cash  payments, 
the  jn-ice  of  standard  bar  gold  had  been  steady  at 
£2  17s.  6d.,  Avitli  one  very  short  exception. 
Except  in  a very  fcAv  instances  the  price  of 
standard  bar  gold  had  uever  been  materially 
above  tlie  mint  price,  for  tAveiuy-four  years,  from 
the  reform  of  the  coinage  to  the  suspension  of 
cash  payments.  TIicIavo  most  remarkable  periods 
when  the  market  price  of  gold  exceeded  the  Mint 
price,  was  in  the  reign  of  William  HI,  a\  hen  the 
silver  coin  Avas  much  degraded,  and  iu  the  early 
part  of  the  present  reign  (George  111),  Avhen  the 
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j old  coinafre  'Vi'as  also  much  depended.  In  both 
i istaucea  the  excess  of  the  market  price  of  gold 
i bove  the  mint  price,  was  found  to  bo  due  to  the 
1 ad  state  of  the  currency,  and  in  both  cases  the 
] eforination  of  tiie  currency  effectually  lowered 
1 he  market  price  to  the  Mint  price.  During  the 

• rhole  of  17i>G  and  1797,  in  Avhich  there  was  such 
: great  demand  for  gold  by  the  country  bankers, 

• 0 strengthen  their  ]tosition,  the  market  price 
ever  rose  above  the  Mint  price. 

*20.  Tlie  fact  of  there  being  a scarcity  of  gold  in 

■ his  country  was  very  doubtful.  Guineas  had 

• ertainly  disappeared  from  circulation  ; but  that 
id  not  prove  a scarcity  of  bullion,  any  more 
han  the  high  price  did.  A large  dealer,  who 

I poke  much  of  the  scarcity,  acknowledged  he 
jmnl  no  difficulty  in  getting  any  quantity  of  it, 
f he  chose  to  pay  the  price  for  it.  Large  quan- 
ities  had  certainly  been  exported  to  the  Continent 

■ uring  the  last  year ; but  there  had  been  also 
erv  large  importations.  The  changes  which 
lad"  affected  Spain  and  Portugal,  together  with 
■ur  own  commercial  advantages,  rendered  this 
ountry  the  channel  through  which  the  produce 
•f  the  mines  pa.ssed  to  the  rest  of  the  world  and 
hns  we  had  tlie  opportunity  of  supplying  our- 
elves  first;  and  this  was  the  last  market  which 
ouUl  be  affected  by  a scarcity. 

The  rise  in  the  market  price  of  silver,  which 
ad  nearly  corresponded  with  that  of  gold,  could 
tot  possibly  be  ascribed  to  a scarcity  of  .silver,  as 
he  importation  of  silver  had  been,  of  late  years, 
inusually  large,  while  the  usual  drain  for  India 
,ml  China  had  been  stopped. 

Thus,  there  was  no  evidence  of  facts  upon 
vhieh  certain  persons  assumed  that  the  rise  in 
he  market  price  of  gold  was  due  to  an  unusual 
lemand,  and  its  consequent  scarcity.  But  even 
f they  did  exist,  to  ascribe  the  high  price  of  gold 
o it.s  scarcity  involved  a very  serious  miscou- 
eption. 

*21.  In  thii^  country  gold  is  itself  the  measure  of 
ill  exchangeable  value,  and  all  commodities  are 
taid  to  be  dear  or  cheap,  according  as  more  or  less 
rt»ld  i.s  given  for  them.  But  a given  quantiUj  of 
:old  itself  will  never  he  exchanged  for  a greater 
ir  less  quantity  of  gold  of  ike  same  standard  fine- 
less.  At  certain  times,  no  doubt,  it  may  be  con- 
/eniont  to  give  more  than  an  equal  quantity  of 
fold,  to  obtain  gold  in  the  form  of  a particular 
■iiin;  but  this  difference  can  never  exceed  a cer- 
aiii  small  limit.  The  price  of  gold,  being  itself 
jieasured  and  expressed  in  gold,  cannot  be  raised 
»r  lowered  by  an  increased  or  dimiuished  demand 
for  it.  An  ounce  of  gold  will  exchange  for 
neither  less  nor  more  than  an  ounce  of  gold  of  the 
?ame  fineness,  except  so  for  as  the  one  ounce  may 
he  coined,  or  otherwise  manufactured,  and  the 
>ther  is  not ; and  tlie  cost  of  that  coinage  or 
manufacture  is  the  limit  of  the  difference.  An 
ounce  of  standard  gold  bullion  udll  not  fetch 
more  in  our  market  than  j£3  \1s.  10j</.,  unless 
£S  17tf.  10^^.,  in  our  currency^  contains  less  than 
1ft  ounce  of  gold.  A change  in  the  demand  for 
sold  will,  no  doubt,  affect  all  other  articles.  The 
same  quantity  of  gold  may,  at  different  times, 
purchase  more  or  less  of  other  commodities  : and 
the  price  of  gold  may,  iu  respect  to  them,  be  said 
to  rise  or  fall ; but  the  money — or  gold — price  of 
gold  itself,  must  remain  unaltered.  This,  how- 
ever, is  not  the  present  state  of  things ; the  prices 
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of  all  commodities  have  risen,  and  tlmt  of  gold 
along  with  them,  and  the  cause  of  this  can  only 
be  found  iu  the  state  of  the  currency  of  the 
country. 

22.  " The  principles  ■which  govern  the  relative 
prices  of  gold  ia  bullion  and  gold  in  coin,  as  well 
as  of  a paper  cuiTcncy,  convertible  into  it,  are  very 
sinqde  : gold  bullion  is  the  standard  to  which  the 
Legislature  inicnds  that  the  gold  coin  should 
conform,  and  be  as  nearly  identified  as  imssible. 
If  this  intention  were  perfectly  fulfilled,  gohl 
coin  would  always  exactly  exchange  for  the  same 
quantity  of  other  commodities  as  gold  bullion ; 
but  it  is  subject  to  some  small  fluctuations,  from 
the  expense  of  converting  bullion  into  coin.  This, 
however,  did  not  exceed  ^1  per  cent.,  and  it  was 
expected  that  recent  imiwovements  would  reduce 
it  still  lower.  This  £1  per  cent,  formed  the  limit 
to  the  possible  rise  of  the  value  of  coin  above 
bullion. 

Before  the  mspeusion  of  cash  payment.s  in 
1797,  two  cimimstanccs  pointed  out  tlie  causes 
and  the  limits  of  the  depression  of  the  coin  below 
the  ]>rice  of  bullion.  First,  the  coinage  had  gra- 
dually become  worn  by  use,  and  if  melted  down, 
would  produce  about  £1  per  cent,  less  than  its 
regulated  amount  of  bullion.  In  the  early  part 
of  that  reign,  it  had  been  greatl}’  more  serious ; 
but  it  was  now  guarded  against  by  the  regulation 
of  the  statute  that  if  guineas,  Avhose  weight  when 
issued  from  the  mint  was  5 dwts.  9.440  grns.  fell 
below  5 dwts.  8 grns.,  they  should  not  be  legal 
tender.  The  d'lpreciation  thus  allowed  w;us  about 
1.1 1 per  cent.  Secondly,  the  law  which  forbids 
any  but  light  gold  to  be  melted,  and  which,  with 
very  questionable  policy,  forbids  the  gold  coin  to 
be  exported,  *'r  any  bar  gold,  except  such  a.s  is 
sworn  not  to  be  produced  from  it.  The  dif- 
ference between  bar  gold  which  may  or  may  not 
be  sworn  oft'  for  exportation  amounts  to  about 
35.  or  45.  per  ounce. 

The  limit  therefore  by  these  two  circumstances, 
which  are  the  only  ones  that  could  influence  the 
rate  of  the  difference  between  the  market  and  the 
mint  price  of  gold,  was  about  5^  per  cent.,  and 
the  chief  part  of  this  difference  was  due  to  the 
ancient  but  erroneous  policy  of  this  country, 
which  attempted  to  confine  the  coin  within  the 
kingdom;  and  thereby  to  make  its  value  iu  the 
market  less  than  it  would  be  Avithout  such  pro- 
hibition. And  experience  verified  these  argu- 
meuts,  for  the  difference  betAveen  the  market  and 
the  mint  price  of  gold,  AA’liile  the  Bank  paid  in 
specie,  had  never  exceeded  the  limit  of  5i  per 
cent. 

23.  The  experience  of  Hamburgh  fully  corro- 
borates these  arguments.  No  ditfercnce  Avith  re- 
gard to  silver,  analogous  to  that  betAA-eeii  the 
mint  and  the  market  price  of  gold  in  this  country, 
could  ever  occur  there,  because  the  three  causes, 
which  produced  that  difference  here,  AA'cre  pro- 
vided against  there.  All  large  pa^nnents  at 
Hamburgh  aa'ctc  made  in  bank  money,  Avhich  Avas 
a credit  created  iu  the  books  of  the  bank,  by 
merchants  who  deposited  sih'cr  of  a given  fine- 
ness. Payments  Avere  made  by  tran.sferriug  a 
credit  from  the  account  of  one  merchant  to  an- 
other, and  thus  the  Avear  and  tear  of  the  coin 
Avas  prevented.  Unlimited  freedom  was  also 
given  to  AvithdraAV,  melt,  or  export  it,  and  thus 
all  the  causes  which  produced  a depression  of  the 
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value  of  the  coin  below  bullion  Avere  effectually 
prevented.  Thus  silA^'r  is  the  only  measure  of 
exchangeable  value,  no  difference  betAveen  coin 
and  bullion  can  arise,  nor  any  A'ariation  in  the 
value  of  coin,  except  from  those  general  variations 
which  aftect  the  Aalue  of  silver  in  the  market  of 
the  Avorld. 

24.  Before  the  suspension  in  1797,  the  same 
arguments  were  generally  a])plicable  togold  coin  in 
this  country,  which  hacl  not  varied  more  than  5^ 
per  cent,  from  bullion.  But  since  that  time  it 
liad  been  exposed  to  a new  cause  of  A'ariation, 
namely,  from  the  possible  excess  of  an  incon- 
vertible paper  currency,  and  the  limit  of  this 
variation  is  as  indefinite  as  the  possible  excess  of 
that  pap(T.  In  tact  gold  had  ceased  to  be  our 
measure  of  value.  The  currency  issued  by  the 
Bank  of  Eiiglaml  and  country  banks,  Avas  iioav 
our  only  standard  of  prices.  Its  value  might  A'ary 
as  indefinitely  as  its  possible  excess.  But  Avhother 
this  fluctuating  ]»aper  currency,  or  gold,  was  to 
continue  to  be  the  measure  of  A'alue,  the  interests 
of  the  pulftic  demanded  that  the  circulating 
medium  should  again  be  brought,  as  speedily  a.s 
possible,  to  an  equality  of  value  Avith  its  real  and 
legal  standard — gold  bullion. 

25.  The  mint  price  of  gold  bullion  is  simply  an 
equivalent  Aveight  exjiressed  in  coin.  If  there- 
fore the  Aveight  of  that  coin  be  lessened,  or  if  its 
standard  be  debased,  it  is  then  manifestly  equal 
to  a less  amount  of  bullion  than  before.  It  will 
require  more  coin  to  be  equivalent  to  the  same 
amount  of  bullion,  and,  consequently,  the  market 
price  of  bullion  AAnll  rise  above  the  mint  price. 
If  the  local  currency  of  this  country,  being  in- 
convertible into  gold,  be  issued  excess,  the 
market,  or  pa]>er  price  of  gold,  will  rise  abo\'e  the 
mint  price.  This  exces.^  which  can  neither  be 
exported  to  other  countries,  nor  converted  into 
specie,  remains  iu  the  channel  of  circulation,  and 
is  gradually  absorbed  by  the  increasing  of  the 
]u-ices  of  all  commodities,  exactly  in  the  .same 
manner  as  a general  increase  of  tlie  supply  of  the 
precious  metals  raises  prices  all  over  the  AA’orld. 
An  increased  quantity  of  this  local  paper  cur- 
rency raises  the  prices  of  all  other  commodities, 
bullion  included,  as  expressed  in  it,  and  thus  tlie 
market  price  of  gold,  (or  the  price  of  gold  as 
expressed  iu  this  h>cal  currency,)  is  raised  aboA'c 
the  mint  price,  (or  the  price  as  expressed  in  gold 
itself.)  And  if  the  currency  of  a neighbouring 
country  is  not  increased  in  a similar  iiroportion, 
it  is  quite  clear  that  the  currency  of  that  country 
in  which  it  has  been  increased,  will  fall  in  rela- 
tive value  ascompai'ed  to  the  currency  of  a country 
in  Avhicli  it  has  not  been  increased,  just  in  the  same 
manner  as  it  does  in  relation  to  commodities,  and 
as  the  quantity  of  the  currency  of  one  country 
Avhich  is  of  equal  value  Avith  a quantity  of  the 
currency  of  another  country,  is  called  the  ex- 
change between  those  countVies,  it  is  quite  clear 
that  the  exchange  Avill  be  to  the  disadvantage  of 
that  country  in  Avhich  an  undue  increase  of  cur- 
rency takes  idacc. 

Hence  the  effect  of  an  excessive  currency^  which 
is  nnt  exportable  to  other  countries^  and  not  con- 
vertible into  specie^  is  to  cause  a general  rise  in  the 
prices  of  all  commodities^  i\  the  m,\rket  price 

OK  GOLO,  AND  A FALL  IN  THE  FOREIGN  EX- 
CHANGES, 
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II. — As  to  the  State  of  the  Foreign  Exchanges. 

26.  With  respect  to  the  .state  of  the  foreign  ex- 
changes, the  Committee  had  also  collected  the 
opinions  of  persons  of  great  practical  experience. 
Some  Avere  of  opinion  that  the  depressed  state  of 
the  exchange.s  aa'us  entirely  due  to  the  commercial 
situation  of  the  country,  to  the  imports,  and  the 
payments  of  subsidies  having  exceeded  the  ex- 
ports. A very  eminent  continental  merchant, 
hoAvever,  states  that  the  exchange  could  never 
fall  loAver  than  the  extent  of  transporting  bullion 
from  one  country  to  anotlier,  together  with  an 
adequate  profit  in  proportion  to  the  risk  attend- 
ing such  a transmission ; and  whatever  excess 
the  depression  of  the  exchange  has  reached  Avithin 
the  last  fifteen  months,  beyond  that  amuimt  must 
be  attributed  to  the  inconvertible  paper  currency. 
This  witness’s  evidence  was  entirely  based  upon 
the  principle  that  bullion  is  the  true  regulator, 
both  of  the  value  of  a local  currency,  and  of  the 
foreign  exchanges,  and  that  the  free  couverti- 
bilit}'  of  paper  currency  into  the  precious  metals, 
and  the  free  exportation  of  those  metals,  i>Iace  a 
limit  to  the  fall  of  exchange. 

27.  There  is  no  point  of  trade,  considered  poli- 
tically, which  is  better  settled  than  the  subject  of 
the  foreign  exchanges.  The  par  of  exchange  be- 
tween any  Iaa'o  countries  are  the  figures  which 
denote  the  quantity  of  their  respectiA'c  currencies, 
into  Avhich  an  equal  quantity  of  gold  or  silver 
bullion  can  be  coined.  If  tAA'enty-five  French 
livres  contained  exactly  the  same  quantity  of 
jmre  silver  as  2O5.,  then  25  Avould  be  the  jiar  of 
exchange  between  tLundon  and  Paris.  If  one 
country  uses  gold  for  its  measure  of  value,  and 
the  other  silver,  of  course  the  par  Aviil  fluctuate 
according  to  the  relatiA'e  A'alue  of  the  two  metals. 
The  rate  of  exchange  i)roduced  at  any  ]>articular 
time  by  a balance  of  tradi*,  or  ]>ayments  between 
any  tAvo  countries,  is  a variation  on  one  side  or 
the  other  from  the  real  jnir.  But  if  any  change 
takes  i>lace  iu  the  currency  of  one  of  the  tAvo 
countries,  either  by  the  Avear  or  the  deba.sement 
of  a metallic  currency,  below  its  stamlard,  or  in 
the  discredit  of  a forced  paper  currency,  or  in  the 
excess  of  an  inconvertible  ]iapcr  currency,  the 
real  par  will  be  altered  : a given  portion  of  one 
currency  having  fallen  in  value,  Avill,  of  course, 
no  longer  be  equal  to  the  same  portion  of  the 
other  currency.  But  though  the  real  par  is  thus 
changed,  dealers  still  continue  to  reckon  their 
course  of  exchange  from  the  fonner  par  ; and  in 
this  state,  a distinction  must  be  made  betAveen 
the  real  and  the  emnputedy  or  nominal^  exchange. 
The  computed  or  nominal  excliaiige  will,  of 
course,  include  both  the  difference  arising  from 
the  state  of  trade,  but  also  that  between  the 
original  and  the  ncAv  par.  These  tAvo  differences 
may,  of  course,  be  added  to  each  other,  or  they 
may  be  set  off  against  each  other.  Thus,  Avhether 
the  balance  of  trade  be  for  or  against  a country, 
Avhose  currency  is  depreciated,  the  exchange  Avill 
appear  more  uufaA'orable  than  it  ought  to  be.  In 
William  lll.’stime,  the  exchange  between  Eng- 
land and  Holland  Avas  25  per  cent,  against 
England,  but  the, English  coinage  Avas  degraded 
more  than  25  per  cent,  below  the  stamlard,  Avhich 
proved  that  the  real  exchange  was  in  favor  of 
England.  If  the  currencies  of  both  countries  are 
dei>!*eciated,  the  par  of  exchange  Avill,  of  course, 
vary  according  to  their  relative  value. 
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It  has  Ion"  been  settled  and  understood  as 
a prii  eiple,  and  indeed  the  truth  of  the  position 
is  so  thiin,  and  so  uniformly  afjrreod  to  by  all  the 
]irart  :il  authorities,  commercial  and  political, 
tliat  1 le  ditTurence  of  exchange  resultiii"  from  the 
Slate  of  trade  and  i)ayments  between  two  coun- 
tries s limited  by  tlie  expense  of  conveying  and 
insnr  ug  bnllioii  from  one  to  the  other,  that  the 
('onn  iftee  assume  it  as  indisputable.  The]>ccu- 
liar  c rcmnstances  of  the  country  might  render 
the  p:  emium  a war  risk,  then  even  greater  than 
nsua!  and  consequently  it  was  possible  that  the 
incre;  sed  risk  might  lower  the  limit  of  the  fall  of 
the  e:  change,  so  as  to  account  for  its  present  state. 

t>9.  It  was  undoubtedly  proved  that,  at  that 
periot , the  risk  and  the  premium  on  transporting 
Imllu  1 from  London  to  Hamburgh  did  consi- 
derah  y exceed  that  at  any  former  period.  In 
fornu  * times  even  of  war,  the  cost,  including  iu- 
elmlii  "insurance,  did  not  exceed  :U  per  cent.  It 
was,  1 owever,  shewn  that  at  that  time  this  C(Kst 
had  V sen  to  7 ]>er  cent ; but  it  did  not  exceed 
that.  The  risk  and  cost  of  sending  it  to  an  in- 
land ] lace  like  Paris,  was,  of  course,  somewhat 
more.  It  appeared,  therefore,  conclusively,  that 
the  h uit  by  which  the  depre.ssion  of  the  ex- 
chaiig  arising  out  of  the  commercial  relations 
of  tiu  country,  was  Ixmndeil  by  7 per  cent,  with 
IJaml  urgh  and  llollaml,  ami  somewhat  more  with 
Paris.  Put  the  rest  of  the  fall  above  that  limit 
must  »e  due  to  some  other  cause. 

ilO.  From  the  evidence  before  them,  the  Com- 
initto*  were  of  opinion  that  the  real  exchange  did 
fall  d iriug  the  last  year  to  nearly  its  extreme 
limit,  as  indicated  by  the  cost  of  transmitting 
bullio  t. 

Pi  t although  the  computed,  or  nominal,  ex- 
chang  r may  appear  to  be  advanced  to  the 
count  y,  a simple  calculation  will  shew  what  is 
the  St  .te  of  the  real  exchange.  (Exchanges). 

A ' iiuess,  M'ho  was  strongly  wedded  to  the 
opink  1 tliat  tlie  commercial  relations  of  the 
count,  y might  account  for  any  depression  of  the 
excha  igc,  however  groat,  was  Jisked  to  make  this 
calcul  tiou.  From  these  calculations  it  resulted 
that  V Idle  the  computed,  or  nominal,  exchange 
witli  lainburgh  was  16  or  17  per  cent,  below 
par,  t le  real  exchange  ai'isiiig  out  of  the  coin- 
merci;  1 relations,  and  the  balance  of  payments, 
was  IK  more  than  6 \ per  cent,  against  this  country ; 
while  the  nominal  exchange  with  Amsterdam, 
^vas  a pout  lo  per  cent,  below  par,  the  real  ex- 
cliaug  was  not  more  than  7 per  cent,  below  par ; 
aiul  w die  the  nominal  exchange  with  Paris  was 
’JO  pel  cent,  below  par,  the  real  exchange  was  no 
more  liau  s J per  cent,  against  this  country.  Cou- 
sequei  tly  there  was  a fall  of  11  per  cent,  with 
llaiat  irgh,  of  8 jier  cenL  Avitii  Amsterdam,  and 
of  11^  per  cent,  with  Paris,  to  be  explained  in 
some  * tlier  way.  And  if  the  latest  statements  of 
the  ex  -hange  were  taken,  it  miglitpossiblybefound 
that  t longh  the  nomiiuil  exchange  was  against, 
the  re  X exchange  was  in  favor  of  this  country. 

Tin  foregoing  reasonings  relating  to  the  ex- 
ehang' s alone  made  it  dillicult  to  resist  the  con- 
dusio!  that  a portion  of  the  fall  of  the  exchanges 
was  d'  e not  to  the  slate  of  trade,  but  to  a change 
in  the  relative  value  of  our  currency.  But  when 
the  fill . ill  the  exchange  was  coujiled  with  the  rise 
ill  tlu  market  price  of  gold,  the  inference  ap- 
pearei  to  be  demonstrated. 


III.  Ajf  to  (he  opiuioTis  of  the  Directors  of  the 
Bank  of  Eng-fan(t,  and  their  mode  of  regulni^ 
ing  (heir  issues. 

•H.  In  consequence  of  the  opinion  entertained 
j by  the  Committee  that  in  the  artilicial  state  of  the 
currency,  it  Avas  most  important  to  watch  the 
foreign  exchanges,  and  the  market  price  of  gold, 
they  wore  desirous  t » learn  whether  the  directors 
of  the  Bank  held  the  same  opinion,  and  controlled 
their  is.sues  by  th“m,  ami  also  Avhether  the 
directors,  from  the  great  ialJ  in  the  exeliatigc.s, 
and  the  rise  in  the  market  jn’icc  of  gold  during 
the  preceding  year,  had  at  all  suspected  that  the 
currency  Avas  excessive. 

The  directors,  litpwever,  entirely  repudiated 
such  ideas.  They,  as  well  as  several  mcrdiant.s, 
Avho  were  exaniine«l,  alleged  that  the  issues  of 
the  Bank  had  no  influence  on  the  state  of  the 
exchange,  or  the  ])i*ice  of  bullion,  placing  much 
reliance  on  the  argument  that  they  had  been 
unable  to  trace  any  connection  betAVoen  them. 
XeA'ertheless  the  Committee  in  noAvay  distrusted 
the  principles  of  general  reasoning  they  had  used, 
becanse  there  AA’ere  so  many  cau.ses  of  a temporary 
and  fluctuating  nature,  that  might  atfect  the  case 
that  the  iinincdiate  coiiiiectioii  might  not  be  ap- 
jiarent.  A\’hat  they  regarded  Avas  the  permanent 
state  of  the  exchanges. 

32.  The  Committee  considered  it  an  error  of 
great  practical  importance  to  suppose  that  the 
exchanges  Avith  foreign  countries,  ami  the  price 
of  bullion,  could  not  be  atlccteJ  by  the  amount  of 
an  inconvertible  pap-T  currency.  That  excessive 
issues  of  i>a|)er  Avill  lower  the  foreign  exchanges, 
and  raise  the  ]>rice  of  bullion,  Avas  not  only 
proved  by  the  most  eminent  commercial  writers, 
but  its  truth  has  been  practically  illustrated  by 
the  history  of  almost  OA^ery  state  in  modern 
times,  Avhicli  has  list  d a paper  currency,  ami  the 
statesmen  in  all  those  countries  have  fliuilly 
adopted  this  principle  as  the  criterion  Avhereby 
to  judge  AA'hether  the  paper  currency  was  ex- 
cess i\-e. 

The  history  of  the  paper  currencies  in  Hic 
British  colonies  in  North  America,  during  the 
last  century,  the  assignats  of  tlie  French  Republic, 
and  the  paper  currency  of  the  Austrian  govern- 
ment during  the  last  campaign,  and  the  state  of 
the  Portuguese  cnrmicy,  fully  bore  out  the  truth 
of  these  principles. 

33.  The  United  Kingdom  itself  furnished  simi- 

lar examples.  The  Report  then  quotes  the 
derangement  of  the  Scotch  currency  and  the 
means  taken  to  cure  it,  narrated  in  Banking  in 
Scotland,  § 293,  also  the  derangement  of  the 
Irish  currency  and  exchange  in  1804,  narrated  in 
Banking  in  Ireland,  § 34’2 — 373.  It  also 

adduces  an  instance  from  the  experience  of  the 
Bank  of  England,  hi  1696.  But  its  this  part  of 
the  Reiiort  is  full  of  tlie  most  serious  chronological 
errors,  and  it  is,  moreover,  one  of  the  very  first 
importance  in  iilu^ti  ating  the  theory  of  the  ex- 
changes and  the  currency,  Ave  have  reserved  it  to 
the  end  of  the  analysis  for  full  aud  special  dis- 
cussion. 

34.  The  Directors  of  the  Bank  of  England  were 
not  to  be  altogelliei  blamed  if  they  did  not  at 
once  perceive  the  principles  upon  avIucIi  so  deli- 
cate a trust  as  that  a\  Inch  had  been  cominitted  to 
them,  namely,  the  regulation  of  the  currency, 
which  had  been  rather  imposed  upon  them  than 
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sought  for  by  them.  Rut  it  was  material  to  re- 
mark that,  Avliile  they  Avorc  subject  to  pay  their 
notes  ill  specie,  the  state  of  the  foreign  exchanges, 
and  the  price  of  gold  did  most  materially  in- 
fluence its  conduct  Avith  respect  to  its  issues. 
'While  tliey  Avere  liable  to  pay  gold  on  demand, 
a fall  in  the  exchange,  and  a rise  in  tlie  price  of 
gold,  was  soon  felt  by  them  by  a demand  U]>op 
them  fur  gold.  Thus  the  evil  cured  itself.  The 
Directors  finding  their  specie  reduced,  liad  to 
rejilace  it  at  a heavy  loss,  instinctively  curtailed 
their  issues,  and  tints  raised  the  value  ot  the 
whole  currency,  gold  as  Avell  as  jiapcr, 

35.  The  Bank  Directors,  perhaps,  did  not  fully 
perceive  the  operation  of  these  CcTUSCS,  but  they 

ft  unquestionably  limited  their  paper  during  a drain 

of  gold.  This  had  been  several  times  admitted 
by  them.  But  the  suspension  of  cash  payments 
* exempted  them  from  the  drain  of  gold  during  an 

unfavorable  exchange,  and  a high  price  of  bul- 
lion ; and  the  directors,  feeling  no  inconvenience, 
had  failed  to  restore  the  exchanges,  and  reduce 
the  ju’icc  of  gold  by  contracting  their  issues. 
The  directors  of  old,  perhaps,  did  not  perceive 
or  acknoAvlcdge  these  principles  more  distinctly 
than  the  present  ones,  but  they  felt  the  iucoii- 
venience  and  obeyctl  its  impulse.  Under  pre- 
sent circumstances  no  inconvenience  is  felt,  and 
no  contraction  takes  place.  But  the  committee 
are  most  clearly  of  opinion  that  so  long  a.s  the 
suspension  of  cash  payments  is  permitted  to  sub- 
sist, the  price  of  gold  bullion  and  the  general 
course  of  exchange  Avith  foreign  countries,  taken 
for  a considerable  period,  form  the  best  general 
criterion  from  Avhicli  any  inference  can  be  draAA’ii 
as  to  the  sufficiency  or  excess  of  paper  currency 
ill  circulation.  Further,  that  although  the  com- 

0 mercial  state  of  the  country,  and  the  political 
state  of  the  continent  may  have  had  some  effect, 

' yet  a vicAv  of  the  fact.s  and  reasonings  already 

stated,  the  present  high  price  of  gold,  and  the 
depreciation  of  the  foreign  exchanges,  Avas  to  be 
ascribed  to  the  Avant  of  a permanent  check,  and 
a sufficient  limitation  of  the  paper  currency  of 
the  countrv. 

36.  The  Report  then  proceeds  to  investigate 

^ the  theory  of  currency  jiropouuded  by  Adam 

Smith,  and  maintaiiie*!  by  the  directors,  aud 

1 Avhich  had  been  previously  maintained  by  the 
committee  of  1804,  that  the  issues  of  the  bank 
could^nut  be  excessive  so  long  as  they  Avere  con- 
fined to  the  discount  of  good  mercantile  paper, 
founded  on  real  transactions.  This  theory  is  one 
of  the  most  plausible  and  subtle  theories  ever 
started,  and  demands  a full  iuA'estigation.  e 
have  reserved  it  also  to  the  cud  of  the  analysis. 

37.  The  committee  then  pointed  out  the  evils 

\ of  the  usury  laws,  Avhich  are  uoav  happily  re- 

f pealed,  aud  therefore  avc  may  pass  over  this  part. 

The  suspension  of  cash  payments  had  had  the 
, effect  of  entrusting  to  the  Bank  of  England  tlie 

duty  of  suiqffying  the^  quantity  of  circulating 
medium  Avhich  the  public  required,  a trust  Avhich 
it  Avas  unreasonable  to  expect  they  could  ever 
discharge.  The  most  detailed  kuoAvIedge  of  the 
actual  state  of  trade,  combined  Avith  the  most 
lu'ofouud  science  in  all  the  principles  of  money 
and  circulation,  could  not  enable  any  set  ot  men 
1 to  do  it.  'When  the  cumney  was  purely  metallic, 

tn*  composed  of  paper  convertible  into  specie  at 
the  will  of  the  holder,  the  natural  process  of 


; commerce,  by  establishing  exchanges  among  all 
I the  nations  of  the  AA'orld,  adjusts  in  every  par- 
I ticnlar  country  the  proportion  of  circulating  me- 
dium to  its  actual  occasions.  This  propi.>rtioii, 
so  adjusted  and  maintained  by  the  operation  of 
nature,  cannot  be  adju.sted  by  any  human  wisdom 
' or  skill.  No  rules  can  be  devised  for  thediscre- 
■ tionary  issues  of  paper  currency,  though  some 
; cautions  might  be  pointed  out  to  check  and  con- 
; trol  its  issues.  The  directors  of  the  Bank  had 
1 exercised  the  powers  confided  to  them  since  1797, 
with  extraordinary  forbearance  and  moderation, 

I all  things  considered,  bnt  nevertheless  the  com- 
mittee AA*as  fully  convinced  that  their  recent 
policy  iuvoh’ed  gi’eat  jiractical  error.^,  the  effects 
: of  a ncAv  system,  which  Pai’liamcnt  should  haA'e 
I taken  earlier  measures  to  guard  against.  Anti 
Avhen  the  directors  of  the  bank  maintained  that 
! their  jnqier  could  not  be  in  excess  if  advanced 
to  merchants  on  good  bills,  jtayable  at  fixed 
periods,  and  that  it  had  no  effect  on  the  foreign 
exchanges,  or  on  the  market  price  of  bullion,  the 
committee  said  Avithont  hei?itation  that  these  opi- 
nions must  be  considered,  in  a great  measure,  as  i 

the  cause  of  the  present  state  of  things.  'j 

IV.  As  to  the  issues  of  the  Bank  of  England  and  e 

country  hunks. 

38.  The  committee  then  proceeds  to  notice  the 
great  increase  that  had  taken  place  in  the  issues 
of  the  Bank  of  England,  and  country  banks 
Before  1796,  the  issues  of  the  Bank  had  scarcely 
ever  exceeded  £11,000,000.  But  since  then  they 
had  gi’catly  increased,  and  the  amount  in  May, 

1810,  AA'as  about  £21,249,980.  The  givatest  pro- 
portionate increase  was  in  the  small  notes.  They 
Avere  very  rapidly  increa.sed  from  1799  to  1S02, 
and  again  from  May,  1809  to  May  1810.  In  1798 
they  Avere  £1,807,502;  in  1802,  £3,136,477;  in 

' May,  1809,  £4,509,470;  in  May,  1810,  £6,161,0-20. 

The  discounts  of  the  Bank  had  also  enormously 
increased,  but  as  the  Directors  did  not  Avisli  the 
figures  made  public,  they  did  not  give  them,  not 
that  discounts  by  the  Bank  aa'os  anything  but  a 
gi’cat  public  advantage,  taken  by  themselves,  but 
it  Avas  only  an  excess currency  they  Avere  anxi- 
ous to  guard  against. 

39.  But  it  Avas  a very  important  principle  to 
state,  that  the  mere  numerical  amount  of  bank 
notes  in  circulation  Avas  no  criterion  Avhether 
these  notes  Avere  excessive  or  not.  The  same 
amount  of  paper  may  be  too  little  at  one  time, 
and  too  much  at  another.  The  (inautity  of  cur- 
rency Avill  vary  in  some  degree  Avith  the  extent 
of  the  trade,  and  the  increase  of  trade  since  the 
suspension  may  have  caused  some  increase  of 
the  currency,  Bnt  the  quantity  of  currency  hears 
no  fixed  proportion  to  the  quantity  of  commodities^ 
and  any  inferences  proceeding  upon  such  a supposi-- 
tion  wotdd  be  entirely  en'oneous.  In  a state  of 
high  public  credit,  a much  smaller  amount  is 
necessary  than  Avhcu  alarms  make  individuals 
call  in  their  advances  aud  hoard.  IMoreover,  a 
different  amount  will  be  required  according  to  the 
various  methods  of  economizing  it,  Avhich  money 
dealers  devise.  The  different  imjArovements, 
which  had  been  recently  devised,  must  have  had 
a greater  effect  than  Avas  commonly  supposed  in 
rendering  the  same  sum  sutlicieiit  for  a much 
greater  amount  of  trade  and  payments  than 
formerly.  These  improvemeuts  are  detailed. 
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Til  *y  unqiiostionaljly  .shew  that  a smaller  in-  | 
crt  ise  uf  Bank  jiaper  was  necessary,  to  snpi>ly  | 
tlu  wants  of  an  increased  trade,  than  would 
oti  *rwise  have  been  necessary,  and  shew  how 
iui  lossible  it  is  from  tlie  numerical  amount  alone 
of  liat  paper  to  pronounce  whether  it  Is  exces- 
siv  i or  not ; a more  sure  criterion  must  be  re- 
soi  :ed  to ; AMD  such  a Criterion  is  only  to 

HE  FOUND  IN  THE  STATE  OE  THE  EXCHANGES, 
AN  ) THE  Price  of  Gold  Bullion. 

• 0.  The  crises  of  1793  and  1797  throw  much 
lig  It  on  this  last  principle.  In  1793,  the  distress 
w£  5 caused  by  a failure  of  contideuce  in  the 
coi  utry  currency,  and  a consequent  pressure  upon 
tin  t of  London.  The  Bank  of  England  refused 
to  -•nlarge  its  issues,  and  the  notes  that  w'ere  in 
cii  Hilation  were  hoarded  through  panic.  In  this 
cri  is  a loan  of  Excho(iuer  bills  was  made  to  all 
nu  'chants  who  had  good  security  to  offer.  The 
Cot  tidence  this  measure  produced  as  well  as  the 
iu(  reused  means  of  obtaining  Bank  notes  by  the 
sal  ‘ of  the  bills,  speedily  relieved  the  distress 
bo  h in  Loudon  and  the  country.  The  effect  of 
thi  t was  similar  to  an  increased  issue  of  notes. 
AV  thout  approving  of  the  particular  method  in 
wl  icli  this  operation  was  done,  it  is  an  important 
ilb  >tratioii  of  the  principle,  that  an  enlarged 

AC  OMMODATION  IS  THE  TRUE  REMEDY  FOR  THAT 
OC  ASIONAL  FAILURE  OF  CONFIDENCE  IN  THE 
CO  NTRY  DISTRICTS  TO  WHICH  OUR  SYSTEM  OF 
PA  -EB  CREDIT  IS  UNAVOIDABLY  EXPOSED. 

• 1.  The  circumstances  of  1797  were  very  simi- 
lar to  those  of  1793,  and  an  effectual  remedy  for 
tlu  panic  might  perhaps  have  been  provided,  if 
th(  Bank  of  England  had  had  courage  to  extend, 
in^  :ead  of  restricting  its  accommodation,  and 
iss  les  of  notes.  Some  few  persons  thought  so  at 
tin  time;  and  the  Governor  and  Deputy-governor 
of  the  Bank  stated  to  the  Committee  that  they 
an  I many  of  the  Directors  are  noic  satisfied  from 
tht  experience  of  the  year  1797,  that  the  diminu^ 
tin  : of  their  notes  on  that  emergency  increased  the 
pu  lie  distress;  an  opinion  in  the  correctness  of 
u'h  ch  the  Committee  entirely  concur. 

- 2.  Tlie  experience  of  1793  and  1797,  contrasted 
wi  li  the  facts  stated  in  the  Report,  suggests  a 
db  inctiou  most  importaut  to  be  kept  in  view, 
be  wceii  the  demand  upon  the  Bank  for  gold  for 
ini  .rnal  circulation,  arising  from  a temporary 
fai  lire  of  contideuce,  sometimes  very  great  and 
su*  den,  and  a drain  arising  out  of  the  unfavorable 
sti  te  of  the  exchanges.  The  fonner,  while  the 
Bi  ak  maintains  its  higli  credit,  seems  likely  to  be  ' 
be  L relieved  by  a judicious  increase  of  accom- 
Du  datiou  to  the  country ; the  latter,  so  long  as  the 
Bi  tik  does  not  pay  in  specie,  ought  to  suggest  to 
thi  Directors,  a (tucstiou  whether  their  issues  may 
no  be  already  too  abundant.  But  it  is  essentially 
nc  cssary  that  any  reduction  that  might  be  deemed 
ne  essary,  should  take  place  very  cautiously  and 
gr:  dually. 

t3.  The  country  bank  paper  w'as  a superstruc- 
tu  e reared  on  the  basis  of  the  Bank  of  England 
j)a  )cr,  into  which  it  is  convertible.  But  any  en- 
lai  ^ement  of  the  basis  necessai'ily  caused  an  en- 
lai  ^emeiit  of  the  superstructure.  The  committee 
ha  I not  been  able  to  ascertain  exactly  the  posi- 

i amount  of  increase,  but  it  bad  umpiestiou- 
ab  y beeu  vei*y  large.  As  they  had  before  ob- 
sei  ved,  no  certain  conclusion  could  be  drawn 
fn  .a  the  actual  amount,  without  reference  to 


other  circumstances ; yet  the  fact  of  a great  in- 
crease, coupled  with  all  the  indications  of  a ile- 
]ireciated  currency  did  afford  very  strong  evi- 
dence that  the  issues  were  not  restrained  within 
proper  limits. 

44.  The  countr  V banks  had  been  able  to  create 
and  issue  about  £5,000,000,  at  aii  expense  to 
themselves  of  not  more  than  £100,000,  which 
was  thrown  into  the  channel  of  circulation,  tlie 
value  of  which  in  exchange  for  all  other  com- 
modities is  gradually  lowered  in  proportion  as 
the  mass  is  augmented.  If  so  unnatural  a state 
of  things  was  to  continue,  the  state  ought  to  par- 
ticipate more  largely  iu  the  profits  of  the  issue. 
But  that  was  not  a policy  they  w'ere  disposed  to 
recommend.  And  Just  as  they  agreed  with  Adam 
Smith,  and  all  tlui  most  able  w'riters  and  states- 
men of  this  couniry,  in  considering  a paper  cur- 
rency, constantly  convertible  into  specie,  as  one 
of  the  greatest  pmctical  improvements  which  can 
be  made  in  tlie  political  and  domestic  economy  of 
any  state,  and  in  regarding  country  banks  issuing 
such  paper,  a most  valualile  institution,  so  tliey 
were  anxious  to  revert  to  the  former  state  and 
practice  in  these  things  any  systematic  dejiarture 
from  w'hich  would  lead  to  many  calamities,  among 
other  things  the  destruction  of  the  system  itself. 

45.  Upon  the  whole,  then,  the  committee  are  of 
opinion  that  theie  is  at  present  an  excessive 
paper  currency,  of  which  the  most  unequivocal 
symptom  is  the  present  high  itrice  of  bullion,  and 
next  to  that,  tin-  low  state  of  the  foreign  ex- 
changes, wiiich  w:ts  owing  to  the  want  of  a due 
control  in  the  is.-ues  of  the  Bank  of  England. 
No  permanent  or  adequate  provision  against  an 
excess  of  jiaper  cuiTcucy  can  be  tbuud,  except  iu 
the  convertibility  of  such  paper  into  specie.  It 
was  gi'eatly  to  be  regretted,  therefore,  that  the 
suspeusiou  of  cash  payments,  which  was  only 
intended  to  be  temporary,  should  have  been  con- 
tinued as  a ])cnmineut  w'ar  measure. 

46.  The  evils  ■which  w'ould  result  from  such  an 
excess  of  currency  as  causes  its  depredation,  are 
universal,  and  waigh  upon  all  classes  of  society; 
and  the  honor  of  Parliament  is  concerned  not  to 
allow  iu  this  commercial  country  a system  of 
currency,  which  has  no  fixed  value,  and  which 
destroys  tlie  faith  of  all  money  contracts,  and 
obligations  betw'eon  man  and  man.  The  longer 
it  W'as  coutiuued,  the  greater  was  the  temptation 
to  resort  to  a depreciation  of  the  gold  coin  by 
altering  its  standard.  Many  governments  had 
done  so,  and  it  was  an  obvious  remedy.  But  it 
would  be  a most  manifest  breach  of  public  faith, 
to  reduce  the  coin  to  the  value  of  the  paper, 
rather  than  to  restore  the  paper  to  the  legal 
standard  of  the  coin. 

47.  Many  jialliatives,  or  remedies,  for  the  pre- 
sent state  of  things  had  beeu  proposed,  but  the 
Committee  are  <*f  opinion  they  are  all  useless, 
inadequate,  and  mischievous,  and  that  there  is 
only  one  sufficient  and  efficacious  remedy,  namely 
— a restoration  ot  payments  iu  cash  as  speedily  as 
possible.  No  doubt  such  a measure  as  this  re- 
quired to  be  done  with  considerable  caution,  but 
all  difficulties  miglit  be  provided  against,  by  en- 
trusting the  charge  of  the  operatimi  to  the  Bank 
of  England,  and  illow'ing  it  sufficient  time  to  do 
so,  so  as  not  to  embarrass  imblic  and  commercial 
credit.  Tw'o  years  appear  to  the  Committee  a 
reasonable  time,  and  they  are  of  opinion  that 
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Parliamont  should  terminate  at  that  period  the 
Acts  whicli  authorize  the  restriction.  By  the 
present  law,  tlie  period  of  the  resumption  of  cash 
jiayments  stood  limited  to  six  months  after  a 
general  peace ; but  even  if  peace  were  declared 
witliin  that  period,  the  Committee,  having  regard 
to  the  difficulty  and  danger  of  reducing  its  issues 
friuu  their  present  amount,  would  still  recommend 
that  the  Bank  should  not  be  compelled  to  resume 
before  tw'o  years. 

48.  Such  is  a summary  of  this  celebrated  Re- 
port. Its  reception  by  Parliament  is  narrated  in 
Banking  in  England,  § 159.  We  shall  not  in 
this  place  give  any  account  of  the  debate  on  the 
doctrines  maintained  in  opposition  to  it,  either  in 
Parliament,  or  the  Hood  of  pamplilets  it  called 
forth,  as  we  have  done  that  under  the  respective 
names, — Horner,  Huskisson,  Bosanquet,  Van- 
sittaht,  Rose,  Thornton,  &c.,  &c.  There  are, 
however,  two  parts  of  the  Bullion  Report  w'hich 
we  Iiave  already  said  required  fuller  notice ; the 
one  because  it  relates  to  a very  important  crisis 
in  our  currency,  wdiich  will  illustrate  some  of  the 
fuudamental  priuci))les  of  currency  and  exchange, 
and  the  other  because  it  investigates  a very  im- 
portaut and  subtle  theory  of  paper  curreucy. 

On  the  account  of  the  Currency  Crisis  of  1696-97, 
in  the  Sullion  Ueport. 

49.  One  of  the  examples  adduced  by  the 
Bullion  Report  to  shew  the  eflects  of  excessive 
pajier  issues  on  the  foreign  exchanges,  is  the  mo- 
netary crisis  of  1696-97,  as  follows:  “The  ex- 
perience of  the  Bank  of  England  itself,  within  a 
very  sliort  period  after  its  establisLineiit,  fur- 
nishes a very  instructive  illustration  of  all  the 
foregoing  principles  and  reasonings.  In  this 
instance,  the  effects  of  a depreciation  of  the  coin 
by  wear  and  dipjiing  were  coupled  w'itli  the 
effect  of  an  excessive  issue  of  jiaper.  The  Direc- 
tors did  not  at  once  attain  a very  accurate  know- 
ledge of  all  the  princi])les  by  which  such  an 
institution  must  be  conducted.  They  lent  money 
not  only  by  discount,  but  upon  real  securities, 
mortgages,  and  even  pledges  of  commodities  not 
jierisliable ; at  the  same  time,  the  Bank  contri- 
buted most  materially  to  the  seiwice  of  Govern- 
ment for  the  support  of  the  ai*my  on  the  Con- 
tinent. By  the  liberality  of  those  loans  to  pri- 
vate individuals,  as  w’cll  as  by  the  large  advances  to 
Government,  the  quantity  of  the  notes  of  the  Bank 
hecameexcessivefiieir  relative  valaewasdepreciated^ 
and  they  fell  to  a discount  of  1 7 per  cent.  At  this 
time,  there  appears  to  have  been  no  failure  of  the 
public  confidence  in  the  funds  of  the  Bank  ; for 
its  stock  sold  for  110  per  cent.,  though  only  sixty 
per  cent,  upon  the  subscrijitiou  Iiad  been  paid  in. 
By  the  conjoint  eftcct  of  this  depreciation  of  the 
paper  of  the  Bank  from  excess,  and  of  the  depre- 
dation of  the  silver  coin  from  w'ear  and  clipping, 
the  price  of  gold  bullion  was  so  much  raised,  that 
guineas  ivere  as  high  as  30^. ; all  that  had  re- 
mained of  good  silver  gradually  disappeared  from 
circulation;  and  the  exchange  with  Holland, 
w hich  had  been  before  a little  affected  by  the  re- 
mittances for  the  army,  sunk  as  low  as  25  per  cent, 
bdow'  par,  w hen  the  bank-notes  w'ere  at  a discount 
of  17  percent.  Several  expedients  were  tried, 
both  by  Rarliument  and  the  Bank,  to  force  a 
better  silver  coin  into  circulation,  and  to  reduce 
the  price  of  guineas,  but  without  effect.  At 


length,  the  true  remedies  were  resorted  to ; first, 
by  a new  coinage  of  silver,  wliidi  restored  that 
jiart  of  the  curreucy  to  its  standanl  value,  though 
the  scarcity  of  money  occasioned  by  calling  iu 
the  old  coin  brought  the  Bank  into  straits, 
andeven, for  a time,  atiected  its  credit;  secondly, 
by  taking  out  of  the  circulation  the  excess  of 
bank-notes.  This  last  operation  appears  to  have 
been  effected  very  judiciously.  Parliament  con- 
sented to  enlarge  the  capital  stock  of  the  Bank, 
but  annexed  a condition,  directing  that  a certain 
portion  of  the  new'  subscriptions  should  be  mado 
g<X)d  in  bank-notes.  Iu  jiroportion  to  the  notes 
sunk  iu  this  manner,  the  value  of  those  which 
remained  in  circulation  began  presently  to  rise ; 
ill  a short  time,  the  notes  were  at  par,  and  the 
foreign  exchanges  nearly  so.  These  details  arc 
all  very  fully  mentioned  iu  authentic  tracts  pub- 
lished at  the  time,  and  the  case  appears  to  your 
Committee  to  aflbrd  much  instruction  upon  the 
subject  of  their  present  imiuiry.”  The  only 
tracts  quoted  by  tlie  Report  are  A short  Account 
of  the  Bank^  by  Mr.  Godfrey,  one  of  the  original 
directors,  and  A short  History  of  the  last  Parlia- 
ment^ 1699,  by  Dr.  Drake. 

50.  There  is  no  person  possessed  of  the  slight 
est  knowledge  of  banking  and  monetary  science 
who  W'ould  not  see  at  once  that  there  is  some 
gross  blunder  in  the  preceding  passage;  for  it 
evidently  asserts  that  %chile  the  Bank  u'as  paying 
in  specie^  its  notes  fell  /o,  and  continued  a/,  a dis- 
count of  17 per  cent^  which  every  economist  knows 
to  be  impossible  in  the  nature  of  things.  Tlie 
only  tracts  quoted  by  the  Committee  are  those 
mentioned  above,  though  they  refer  to  others. 
We  have  no  hesitation  in  saying  that  this  pas- 
sage contains  nothing  but  a mass  of  blunders, 
historical,  chronological,  and  scientific,  which  we 
shall  fully  iuvestigate,  on  account  of  the  import- 
ant bearing  of  the  crisis  on  the  theory  of  the 
currency  and  the  exchanges. 

This  passage  may  be  said  to  contain  the  fol- 
lowing allegations : 

1.  That  very  soon  after  the  foundation  of  tie 
Bank,  it  made  excessive  issues. 

2.  Tliat  in  consequence  of  these  excessive 
issues,  aud  while  they  continued  to  pay  their  notes 
in  specie  on  demand^  their  notes  fell  to  17  per 
cent,  discount. 

3.  That  in  consequence  of  these  excessive 
issues  of  paper  by  the  Bank,  and  the  deprecia- 
tion of  the  silver  coin  by  wear  and  clipping, 
guineas  rose  to  30^.  from  21s,  6^/.,  and  that  the 
remaining  good  silver  disappeared  from  circu- 
lation. 

4.  That  in  consequence  of  the  two  preceding 
causes,  exchanges  with  Holland  rose  to  25  per 
cent,  against  England, 

5.  That  many  attempts  "were  made  by  the 
Bank  and  Parliament  to  reduce  the  ])rice  of 
guineas,  and  force  a better  silver  coinage  into 
circulation,  w'hich  all  failed. 

6.  Tlmt  measures  were  at  length  resorted  to,  of 
calling  in  the  old  silver  coinage,  and  re-issuing  it 
at  fall  weight,  and  taking  the  excessive  issues  of 
the  Bank  out  of  circulation,  w'hich  were  finally 
successful,  restored  the  exchanges  aud  the  bank- 
notes to  par. 

We  must  now'  examiue  each  of  these  proposi- 
tions separately. 

Witli  respect  to  the  first,  what  is  or  what  is 
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not  an  excessive  issuc»  is  a matter  of  so  much 
Sjie  ulation,  that  it  is  quite  impossible  to  atlinn 
or  I uiiy  it. 

A 'itli  respect  to  the  second  allegation,  there  is 
not  only  no  evidoiiee  in  its  favor  in  the  pam- 
]>hl  ts  quoted,  but  the  most  overwhelmiiijr  evi- 
den  ;e  a^minst  it.  Mr.  Godfrey*s  pamphlet  -was 
wri  ten  in  June,  IGi)5,  when  the  credit  of  the 
J5ai  k was  in  the  mo-^t  tlonrishini^  condition,  when 
lie  : lakes  this  credit  a matter  of  jrreat  boa>t ; and 
he  t lys  that  the  only  reason  why  tiie  credit  of  the 
ban  i-notes  was  so  good,  w;us  that  their  holders 
kuc  V that  they  could  gettlieir  money  instantly  on 
den  Old  for  them.  ^Ir.  Godfrey  was  killed  at 
Xa:  lur  in  July,  H>9j,  and  bank-notes  were  not 
at  i discount  till  May,  1606.  AVe  have  given  a 
full  abstract  of  this  pamijhlet,  to  which  we  may 
refe  ' (Godfrey),  by  which  it  will  be  seen  that 
it  1 .mils  no  support  to  the  allegation  of  the 
Kei  ort. 

A ith  respect  to  the  third  allegation,  we  have 
giv*  11,  in  the  article  Coinage,  abundance  of  ex- 
frai  ts  of  the  most  authoritative  nature  from  con- 
teir  )orary  pamphlets,  and  from  the  Journals  of 
the  llouk*  of  Commons,  proving  that  guineas 
woi  ? at  60^  in  the  early  i>art  of  1695,  when  the 
crci  it  mf  the  Bank  was  niiimpeached,  when  all 
its  lotes  were  paid  on  demand,  and  foveteen 
moi  thsiiEFORE  the  stoppage  in  May,  1696,  Avliich 
can  ed  the  notes  to  fall  to  a discount. 

1 he  same  reasoning  is  true  of  the  fourth  alle- 
gat  jn.  The  exchange  with  Holland  was  25 
per  cent,  against  England  in  the  early  part  of 
169  >,  and  as  stated  by  contemporary  pamphlets, 
(C(  inage),  was  due  to  the  same  cause  as  the 
liig  jwice  of  guineas,  namely,  the  bad  state  of 
the  silver  coinage. 

" lie  fifth  allegation  is  entirely  erroneous. 
Pai  liament  made  no  attempt  to  reduce  guineas 
till  February,  1696  (Coinage),  when  the  silver 
coi  age  had  been  already  called  in. 

T lie  sixth  allegation  involves  gi'cat  clirono- 
log  -al  errors,  into  which  the  Committee  were  led 
by  Jr.  Drake  ; for  they  make  it  appear  tliat  the 
fun  ign  exchanges  were  restored  to  par  first,  and 
the  i the  bank-notes  ; or,  at  all  events,  that  these 
twi  results  were  etfected  simultaneously.  And 
for  this  they  have  the  authority  of  Dr.  Drake’s 
trai  t (Drake).  But  Dr.  Drake  M'as  a clergy- 
ma  t,  and  probably  not  very  well  versed  in  coni- 
ine cial  matters.  Moreover,  he  wrote  some 
yc3 's  after  the  event,  when  these  minute  dates, 
of  vhose  importance  he  was  probably  not  sulfi- 
cie  lly  aware,  became  confounded.  But  we  have 
slu  vn  by  extracts  from  a contemporary  and  mer- 
cai  :ilo  writer,  Jolm  Cary  (Cart),  that  the  ex- 
chf  iges  were  restored  to  par  in  October,  1696, 
am  that  bank-notes  were  not  brought  to  par  till 
tov  ards  the  end  of  1697,  as  may  be  seen  by  tlie 
ext  'acts  we  have  given  from  Narcissus  Liit- 
tre  Ts  diary  (Luttrei.i.).  In  fact,  all  conteni- 
])oi  iry  evidence  proves  that  as  the  fall  in  the 
for  fg'u  exchanges  and  the  rise  of  the  market 
pri  e of  bullion  was  owing  entirely  to  the  bad- 
ne?  > of  the  coin,  so  the  restoration  of  both  to  par 
wa  owing  entirely  to  the  restoration  of  the  coin- 
agi , and  had  nothing  whatever  to  do  with  the 
bai  k-notes.  In  fact,  the  fall  of  the  bank-notes 
wa  due  entirely  to  the  stoppage  of  tlie  Bank  of 
En  :!aml  in  May,  1696,  which  the  Bnllioii  Report 
see  iis  to  bo  unaware  of,  and  hud  nothing  to  do 


with  the  fall  in  Oic  exchange  or  the  rise  in  the 
price  of  bullion.  But,  nevertheless,  tliis  crisi.s 
is  a classical  example  of  the  trntli  of  the  principle 
of  the  Report,  which,  indeed,  is  a self-evident 
truism,  as  soon  as  the  nature  of  the  thing  is  truly 
apprehended;  namely,  that  a depreciation  of  the 
medium  in  which  payments  are  made  causes  a 
rise  in  the  apparei  t price  of  bullion,  and  a nomi- 
nal tall  in  the  toreign  exchanges,  a ininciple 
which  was  perfectly  well  understood  by  the  ablest 
merchants  and  statesmen  of  1696. 

InvestifTfition  of  the  Theory  of  hasinfc  ^ Paper 

Currency  on  the  Discount  of  Mercantile  Bills. 

51.  AVe  shall  mov  examine  the  way  in  which 
the  Bullion  Report  endeavours  to  refute  an  ex- 
tremely plausible  and  subtle  theory  of  paper 
curi'ency. 

The  chapter  on  Metallic  and  Paper  Currency 
in  the  “ Wealth  of  Nations^  will  unfortunately 
be  found,  on  a close  critical  examination,  to  con- 
tain many  iucons’steut  and  erroneous  doctrines, 
which  we  cannot  examine  at  proper  length  here. 
But  it  contains  two  priiicijiles  Avhich  have  ac- 
quired some  celebrity.  One  is  expressed  in  the 
following  dogma.  “The  whole  paper  money  of 
every  kind  which  can  easily  circulate  in  any 
country,  never  can  exceed  the  value  of  the  gold 
and  silver  of  which  it  supplies  the  place,  or  which 
{the  commerce  houfc  supposed  the  same)  would 
circulate  there,  if  there  was  no  paper  money." 
Now  it  will  be  observed  that  this  dogma  is  laid 
down  with  a condiilotu  Adam  Smith  only  asserts 
it  on  the  supposition  that  the  commerce  remains 
the  same.  But  many  modern  writers  of  infinence, 
wholly  dropping  the  condition,  or  qualification 
out  of  vicAv,  assen  it  as  an  absolute  dogma,  that 
when  paper  notes  are  allowed  to  he  issued.,  they 
should  be  exactly  < (pial  in  (piantity  to  the  mefalUc 
currency  they  displace.  This,  however,  is  a doc- 
trine much  older  Ilian  Adam  Smith,  because  it  is 
mentioned  by  John  Jaiw.  Tliis  is  the  doctrine 
generally  known  at  the  present  day  by  the  name 
of  the  CuRRENCT  Principde.  It  is  quite  clear, 
lioAA'ever,  that  the  modern  supporters  of  it  com- 
mit wliat  is  called  in  logic,  tlie  fallacy  A dicta 
secundum  quid.,  ad  dictum  simplicitcr.,  that  is,  they 
jump  from  an  assertion  made  Avith  a quaUficatioii 
to  an  absolute  assertion.  If  the  commerce  re- 
mains the  same,  Adam  Smith's  assertion  may 
IiaA'e  some  shcAV  of  plausibility,  but  then  there  is 
no  necessity  that  the  commerce  should  remain 
the  same.  Adam  Smith  had  already  shewn  him- 
self that  the  crciition  of  bank  notes  increases 
commerce.  In  a subsequent  iiart  of  the  same 
chapter  he  says,  “When  a bank  discounts  bt  a 
merchant  a real  bill  of  exchange  draAvm  by  areal 
creditor  upon  a real  debtor,  and  Avhich  as  soon  as 
it  becomes  due,  really  paid  by  that  debtor,  it 
only  advances  to  tiim  a part  of  the  value  Avhieh 
he  AAmnld  otherAvise  be  obliged  to  keep  by  him 
nnem])loyed,  and  in  ready  money  for  ansAvering 
occasional  demaniU."  This  j)a.ssage  is  the  origin 
of  that  theory  of  currency  Avhicli  tlie  Bullion 
Report  investigatesand  condemns,  namely,  “ That 
when  the  Bank  only  discounts  good  bills  of  ex- 
change founded  upon  real  tntnsactions  it  cannot 
issue  notes  in  exce.ssP  Tliis  theory  Avas  strongly 
brought  before  tlie  Irish  Currency  and  Exchange 
Committee,  iii  1S04,  but  it  A\as  not  noticed  by 
them.  It  Avas  also  strenuously  iisserted  belbi'c 
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the  Bullion  Committee,  in  1810,  and  wc  shall  now 
present  to  our  readers  what  the  Report  says 

->2.  lour  committee  cannot  lielji  again  calling 
the  atteulion  of  the  IIou^**  to  (lie  couseqmmces 
Av  iich  have  resulted  from  the  peculiar  situation  in 
AA'liicIi  the  Bank  of  England  Avas  placed  by  the  .sus- 
pmisiou  of  cash  payments.  So  long  as  the  paper 
ot  the  bank  was  cuiiA’crtible  into  specie  at  tlie 
Avill  of  the  holder,  it  Avas  enougli,  botli  fur  the 
safety  of  the  bank  and  for  the  public  interest,  in 
wliat  regarded  its  eircnlating  medium,  that  the 
aireetors  attended  only  to  the  character  and 
quality  of  the  bills  di.scounted,  as  real  ones,  and 
payable  at  fixed  and  short  periods.  They  could 
not  much  exceed  the  jiroper  bounds  in  resjAcct  of 
the  quantity  and  amount  of  the  bills  discounted, 
so  as  thereby  to  ])roduce  an  excess  of  their  imiier 
in  circulation,  without  quickly  finding  that  the  sur- 
plus returned  iiptni  theinselvesiu  demand  forspecie 
I lie  pm  ate  interest  of  the  bank  to  guard  them- 
selves against  a continued  demand  of  that  nature 
Avas  a sumeieut  protection  for  tJie  public  against 
any  .such  excess  ofbaiik  paper  as  Avuuld  occasion  a 
nuitei  ml  fall  m the  relatiA  e \*alue  of  the  circulatiu" 
modium.  The  restriction  of  cash  payments,  as 
has  already  been  sheAvn,  having  rendered  the 
same  preventive  policy  no  longer  necessary  to  the 
bank,  has  removed  that  check  upon  its  issues 
which  Avas  the  public  security  against  an  excess! 

\ hen  the  bank  directors  AVerc  iio  longer  exposed 
to  the  incom-enieucc  of  a drain  upon  them  for 
gold,  they  naturally  felt  that  they  had  no  such 
mconvenience  to  guard  against,  by  a more  re- 
fetramed  system  of  discounts  and  advauce.s;  and 
It  Avas  very  natural  for  them  to  pursue  as  before 
(but  Avithout  that  sort  of  guard  and  limitation 
Avliicfi  AA'as  noAv  become  mmecessary  to  tlieir  oAvn 
security),  the  same  liberal  and  prudent  SA'stom  of 
cominercial  advances,  from  Avliich  the  prosperity 
of  their  OAvn  establishment  had  resulted,  as  aa’cH 
as  in  a great  degree  the  commercial  ]n*osperity  of 
the  Avhole  country.  It  AA’as  natural  for  the  bank 
directors  to  believe  that  aotliing  but  benefit  could 
accrue  to  the  public  at  large,  while  they  saw  the 
groAvth  of  bank  profits  go  hand  in  hand  Avith  the 
accommodatiuu  granted  to  the  merchants.  It 
was  hardly  to  be  expected  of  tlic  directors  of  the 
bank  that  they  should  be  fully  aware  of  the  con- 
seqnences  that  might  result  from  their  pursnin'^ 
altcT  the  suspension  of  cash  payments,  the  sainc 
system  which  they  had  found  a‘ safe  one  before. 

-lo  AAatch  the  operation  of  so  new  a law,  and  to 

result 

bom  It  to  the  public  mterests  was  the  province 
not  so  much  oi  the  bank  as  of  the  legislature;  and 
in  the  opinion  ot  your  committee  there  is  room  to 

^ ^ House  has  not  taken  earlier  notice 

ot  ail  the  consequences  of  that  hiAA-. 

“By  far  the  most  important  of  these  conse- 
quences IS  that  Avhile  the  coiiA'crtibility  into  sih  cie 
no  lon-cr  exists  as  a check  to  an  over  issue  of 
paper,  the  bank  directors  have  not  jierceived  tliat 
•le  removal  ot  tliat  check  rendered  it  possible 
that  such  an  excess  might  bo  issued  by  the  dis- 
couiit  ot  perfectly  good  bills.  So  far  from  per- 
ccnmg  this,  your  committee  have  slieivii  tliat  they 
maintain  the  coiitrar,-  doctrine  with  the  utmost 
couhdenco,  Iioweyer  it  may  be  Qualified  occasioii- 

by  some  ot  tlieir  expressions.  That  this 
‘ one,  3’our  committee 
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j cannot  entertain  a doubt.  The ftUaey  upon  which 
I ft  is  founded  lies  in  not  disthigui.shing  between  an 
1 ^fdvanee  of  capital  to  ?nerckanfs,  ami  an  additional 
I supply  of  currency  to  the  general  muss  of  circu~ 
j latinfx  medium.  If  the  advance  uf  capital  only  is 
considered,  as  made  Ui  tliusc  who  are  read a' to 
employ  it  in  judicious  and  prodiicti\'e  under- 
takings, it  is  evident  that  there  nci*d  be  no  other 
limit  to  the  total  amount  of  advances  than  Avhat 
the.  means  of  the  lender,  and  his  prudence  in  the 
selection  of  borroAver.s,  mav  impose.  But  in  the 
present  situation  of  the  bank,  entrusted  as  it  is 
Avith  the  function  of  sup|t!ving  the  public  Avith 
that  paper  currency  which  turms  the  basis  of  our 
I ciiculatiou,  and  at  the  same  time  not  subjected  to 
the  liability  of  converting  tlie  paper  into  specie 
every  advance  Avhicli  it  makes  of  capital  to  the 
inerchants  in  the  shape  of  discount,  becomes  an 
addition  also  to  the  nntss  of  eircnlating  medium. 
In  the  fiist  in>tance,  Avheii  t!ir  advance  is  made 
by  notes  paid  in  discount  of  a bill,  it  is  undoubt- 
edly so  much  capital.  So  much  ]»oAVer  of  makin  »' 
imrehases  placed  in  the  hands  of  the  luerchanr 
Avho  receives  the  notes;  and  if  those  hands  are 
safe,  the  operation  is  so  far,  and  in  this  its  first 
step,  useful  and  productive  to  the  public.  But 
as  soon  as  the  portion  of  circulating  medium,  in 
AAdiidi  the  advance  aa'us  thus  made,  iierforms  in 
the  hands  of  him  to  whom  it  avus  ad\  anced,  tliis 
Us  first  operation  as  capital  as  S0ini  as  the  notes 
are  exchanged  by  him  for  sinue  other  article 
which  is  capital,  they  fall  into  the  cbanucl  of  cir- 
culation as  so  much  circulating  medium,  and  form 
an  addition  to  the  mass  ot  currency,  q’hc  neces- 
sary effect  of  e\'ery  such  addition  to  the  mass,  is 
todimini.'ih  the  relatiA'e  value  of  any  gi\'en  por- 
tion of  that  mass  in  exchange  for  commodities. 

If  the  advance  aa'us  made  by  uotc's  cmu'ertible  into 
specie,  this  diminution  of  the  relative  \-alue  of  any 
given  jiortion  of  the  avIioIc  nia.vs  wtmld  speedilv 
bring  back  upon  the  bank  which  issued  the  notes, 
os  much  as  aa'rs  excessi\e.  But  if  by  hnv  they 
are  not  so  coin'ertible,  of  course  this  excess  Aviil 
not  be  brought  back,  but  Avill  remain  in  the 
channel  of  circulation  until  paid  in  again  to  the 
bank  itself  in  discharge  of  the  bills  Avhich  AA'ere 
originally  discounted.  During  the  whole  time 
they  remain  out  they  perform  all  the  functions  of 
circulating  medium,  and  before  they  come  to  be 
paid  in  discharge  of  these  bills,  they  have  already 
been  followed  by  anoAv  issue  of  notes  in  a similar 
operation  of  discounting.  Each  successive  ad- 
A'auce  repeats  the  same  process.  If  the  avIioIo 
sum  of  discounts  is  progressively  increasing,  the 
amount  of  pajier  AAdiich  remains  out  in  circuhition 
over  and  above  Avhat  is  otherwise  wanted  fur  the 
occasions  of  the  public,  Avill  progressively  increase 
also,  and  the  money  prices  of  commodities  will 
progressiA'ely  rise.  This  progres.s  may  be  as  in- 
definite as  the  range  of  siieculalioii  and  adven- 
ture in  a great  commercial  country." 

53.  Such  is  the  reasoning  of  the  Bullion  Re- 
port, to  slieAv  the  fallacy  of  an  extremely  subtle 
and  plausible  theory  of  paper  currency."  It  aams 
decisively  condemned  by  Mr.  Horsley  Palmer 
before  the  Bank  Cliarter  Committee  of  Lsdi! 

Ihe  conclusions  of  the  Committee  are  perfectly 
just,  but  the  expressions  are  in  some  resiiects 
ambiginuis— in  some  inaccurate — and  altogether 
the  reasoning  is  inadeiiuate  to  eftect  its  imrpose 
of  demonstrating  the  fallacy  of  the  doctrine.  The 

T 


BULLION  REPORT. 


Bl  LLION  REPORT 


I 


e pression  “good  bills’*  is  one  which  we  shall  i 
s ow  is  very  ambiguous.  The  Report  has  tur- 
t erbeen  clouded  by  the  false  distinction  between 
“ capital”  and  “ ciiTiilatiug  medium  for  circu- 
1 ting  medium,  or  currency,  is  sometimes  “ capi- 
t.  1,"  and  sometimes  not,  according  to  the  method  t 
i which  it  is  employed.  (Cavital).  Tlie  Re-  | 
j >rt,  liowever,  recognizes  this  doctrine  that  the 
s one  thinfx  1%  or  u not^  capital  accordini^  to  the 
i ay  in  which  it  is  used.  Again,  tlic  Repnrt  is  in 
€ -ror  in  assuming  that  the  necessary  effect  of 
i . erv  addition  to  the  currency  is  to  diminish  the 
lalne  of  the  wliole  mass;  because  the  value  of 
t le  currency  is  always  ]>roportionate  to  the  work 
i has  to  do ; and  it  is  only  a change  in  the  itro- 
] nrtion  between  the  currency  and  the  w<»rk  that 
i has  to  do,  that  causes  a change  in  its  value. 

' Tor  could  the  very  small  amount  of  currciicy 
i dded  to  the  mass,  ‘in  so  short  a time  as  during 
1 »e  echcfiHce  of  tlie  bills  that  were  discounted, 
i ave  anv  etlect  on  general  ]irices. 

54.  We  ^hall  find  that  by  starting  from  our 
1 iiidamental  conception  of  currency  as  transfer- 
: ble  debt,  and  that  the  value  of  tlie  currency 
. epeiids  upon  the  quantity  of  transferable  debt  it 
epreseiits,  the  fallacy  of  this  theory  can  be  de- 
iionstrated  with  great  ease  and  sim]>lieity,  and 
he  misehievous  coiisequonees  which  followed 
rom  it,  explaineil.  AVlu'u  tlie  merchant  A conies 
0 the  bank,  to  diseomd  the  accejitaiice  of  B,  it  is 
sale  of  the  debt  to  the  bank.  The  bank  buys  a 
lebt  payable  at  a fixed  time  after  date,  with  its 
lotes,  which  are  so  many  small  debts  payable  to 
learcr  on  demand,  while  the  notes  are  eonverti- 
ile.  The  transaction  is  simply  an  exchange  of 
k'bts.  At  the  appointed  time,  it  is  B’s  duty  to 
ake  a quantity  of  currency  to  the  bank,  and  dis- 
■harge  his  debt.  He  does  this  cither  in  coin  or 
II  the  bank’s  own  notes.  If  he  pays  his  own 
lebts  by  the  bank’s  notes,  it  is  simply  a re- 
■xchange  debts  between  him  ami  the  bank; 
:ie  extinguishes  his  own  debt  to  the  bank,  and  at 
the  same  time  an  equal  (piantity  of  the  bank's 
debt  is  taken  out  of  circulation,  and  extinguished. 
Consequently  the  proportion  existing  previously 
bettveen  the  currency  and  the  quantity  of  debt  it 
reiiresents,  remains  unaltered.  If  the  merchant 
discharges  his  debt  partly  in  coin  and  partly 
in  notes,  or  wholly  in  coin,  the  same  result  fol- 
lows; the  notes  which  remain  out  in  circulation 
still  represent  the  same  amount  of  debt— the 
notes  and  coin  being  independent  quantities,  it 
makes  no  ditVereiiee  to  the  whole  mass,  which  is 
removed  out  of  circulation.  But  let  us  suppose 
tliat  the  acceptor  fails  to  meet  his  engagement, 
and  cannot  pay  his  debt.  Then  the  debt  due  to 
the  bank  is  lost  and  extinguished  ; but  the  debt 
ftirainst  the  bank  remains.  And  the  bank,  while 
its  notes  are  payable  to  bearer  on  demand,  must 
]iDV  this  debt  out  of  its  remaining  capital.  Still, 
however,  though  this  Is  loss  of  capital  to  the 
bank,  as  the  notes  are  taken  out  of  cirenlatiou, 
the  value  of  the  notes  remaining  in  circulation 
will  not  be  afi'eeted.  But  now  let  us  supiiose 
the  notes  to  be  iucouvortible,  then,  as  before,  it 
the  acceptor  pays  the  debt,  the  notes  will  be 
taken  out  of  circulation,  and  extinguished  simul- 
taneously with  the  debt  Avhich  they  imrchased, 
and  the  value  of  those  remaining  in  circulation 
will  not  be  altered.  But  suppose  that  the  ac- 
ceptor fails,  and  cannot  pay  his  d*‘ht,  then  that 


debt  is  extingnidiod ; but  the  notes  issued  in  the 
purchase  of  it  remain  in  circulation,  ami  are  a 
mere  addition  ti»  the  circulating  medium  alreatly 
existing,  without  any  corresponding  increase  of 
the  debt  it  repr<*scnls.  It  w'ould  have  exactly 
the  same  practical  effect  as  if,  for  every  good  bill 
of  <£1,000,  the  Bank  were  to  issue  an  excess  of 
currency— say X-1, 500,  for  example  ; and  when  the 
bill  was  paid,  only  £1,000  would  be  taken  out  of 
circulation,  and  the  remainder  — £500  Avould 
remain  in  cirt  illation.  This  residuum  as  we 
mav  call  it,  ^^ould  go  to  swell  up  the  existing 
quantity  of  circulating  medium,  and  depreciate 
the  value  of  any  given  portion  of  it,  exactly  in 
the  same  Avay  as  a constant  increase  in  the  gold 
currency  would  gradually  cause  a diminution  in 
its  value.  Every  such  operation,  therefore,  alters 
the  i)roportion  “between  the  currency  and  the 
debt  it  represents;  and  though,  no  doubt,  a few 
unsuccessful  operations  of  this  sort  would  not 
have  any  sensible  effect  in  changing  its  value,  Act 
a repeated  suc<  ession  of  them  must  necessarily  do 
so  ultimatelv,  just  as  adding  a drop  ot  >vater  in  a 
bucket  may  not  perceptibly  increase  the  height  of 
the  water,  yet  a continued  scries  of  drops  will 
at  length  cause  the  water  to  overflow  the  bucket ; 
so  a continued  series  of  such  operations  under  an 
inconvertible  paper  currency,  must  necessarily  re- 
sult in  a serious  diminution  in  the  value  of  the 
wiiole. 

55.  But  it  may  happen  that,  oven  though  the 
merchant  pays  his  debt,  and  no  loss  of  capital  en- 
sues to  the  bank,  yet  it  may  be  a loss  of  capital 
to  him.  Thu^  when  he  bought  the  goods  on 
credit,  and  gave  his  accei>taiiee  for  them,  which 
was  jmrehased  by  tlie  bank,  he  meant  to  employ 
those  goods  as  capital — that  is,  he  bought  them 
for  the  purpose  of  selling  them  again,  with  a 
profit.  If  he  succeeds  in  this  object,  and  sells^ 
them  to  advantage,  he  pays  his  aeeeiitance  out  of 
the  proceeds  realised  by  the  goods,  and  his  capi- 
tal is  increased  more  or  less,  according  to  the 
greater  or  les-i  advantage  he  sells  them  at.  But 
if  lie  has  made  a miscalculation,  and  sells  the 
goods  at  a lu^s,  he  must  still  make  good  his  debt 
to  the  bank  <mt  of  his  remaining  capital;  and 
such  a transaction  is  a loss  ot  capital  to  him.  But 
every  loss  of  ciipital  to  an  individual  is  a loss  of 
caytital  to  the  whole  community.  (J.  B.  Say  has 
also  remarked  this:  “Unmauvaisspeculateurest 
aussi  fatal  a la  prosperite  general  qu'uu  dissi- 
patour.” — Trade  iT Economic  Politique^  p.  445, 
j Edit,  Gnillanmiu).  And  tlie  great  general  re- 
sult to  the  comnuinity  is  absolutely  the.same,  w he- 
ther the  loss  of  capital  accrues  to  the  individual, 
or  to  the  bai-k.  The  quantity  of  currency  re- 
mains the  same;  but  what  it  represented  is  di- 
minished. Consequently,  every  unsuccessful  ope- 
ration in  trade  alters  the  proportion  betw'ecn  tlie 
currency  ami  tlie  quantity  of  what  it  represents; 
and  therefori'  every  nnsnccessful  operation  ueces- 
sarily  tends  to  diminish  the  value  of  any  given 
ainomit  of  t'it‘  whole  currency;  unless  some 
means  can  be  devisoil  by  which  a certain  quantity 
of  it  can  he  removed  from  circulation,  and  so 
raise  its  vain-*.  Now'  the  diminution  in  the  value 
of  the  currem  y inevitably  shews  itself  in  process 
of  time,  hy  a general  rise  in  prices.  It  may  do  so 
gradually  ard  imperceptibly  at  first;  in  the 
hourly  variations  of  prices,  it  may  not,  perhaps, 
be  perceived  at  first ; just  as  w'iien  the  Avaves  are 
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breaking  on  the  shore,  it  is  impossible  to  tell 
whether  the  great  thie  is  advancing  or  receding; 
but  if  it  continues  for  any  length  of  time,  all 
traders  begin  to  feel  it  iiislinetively.  It  is  im- 
possible, perhaps,  to  point  out  the  precise  influ- 
ence in  any  particular  transaction  ; but  yet  it 
makes  itself  felt  in  commercial  operations,  bv  a 
general  rise  in  prices.  The  fact  is,  that  Avhen  the 
operation  was  done,  and  the  (irodiiefiou  exposed 
for  sale,  it  was  expected  and  calculated  that  a 
certain  jiortioii  of  cuiTeney  would  be  appropriated 
to  its  ])urchase.  But  if  people  do  not  want  the 
article,  that  portion  of  eiinvney  is  not  appro- 
priated to  its  piircliase;  the  producer  loses  his 
capital  and  the  ciUTcncy  remains  in  circulation  ; 
and  the  increased  quantity  of  it  gradually  enters 
into  the  prices  of  other  commodities,  aggravating 
them  and  sw'elling  them  ii|>.  Nowq  when  this  is 
the  case — when  the  currency  is  made  of  a material 
which  has  universal  value,  nature  herself  provides 
the  remedy.  AVhen  commodities  rise  in  price  in 
this  country  beyond  their  jiriees  in  foreign  coun- 
tries, besides  the  cost  of  transporting  them  here, 
they  will  be  imported,  and  the  extra  quantit3' 
thrown  upon  the  market  diminishes  their  price, 
both  by  altering  the  ratio  of  supply  and  demand, 
as  w'ell  as  by  removing  the  quantity  of  currenev 
necessary  to  pay  f*»r  them,  from  circulation,  until 
the  general  equilibrium  is  again  restored  between 
commodities,  curreney,  and  what  it  represents. 
But  if  the  currency  be  made  <ff  a material  which 
has  only  a local  value,  like  paper,  this  great  re- 
storing process  of  nature  cannot  take  place.  The 
quantity  of  currency  remains  tlie  same,  while  the 
debt  it  represents  is  diminished.  The  consequence 
is  a general  diminution  in  the  value  of  the  whole 
currency — all  tliat  portion  of  the  currenev  which 

has  universal  value  is  driven  out  of  eireulatiou 

then  follows  a great  rise  in  the  market  price  of 
bullion,  and  as  a necessary  consequence,  a fall  in 
the  foreign  exchanges. 

56.  The  preceding  observations  enable  ns  to 
affix  a definite  meaning  to  an  expression  w hich 
is  very  common  in  all  currency  discussions, 
namely,  over-issues.  We  have  never  seen  any 
attemjjt  to  define  Avhat  an  over-issue  is,  and  yet  it 
is  a phrase  in  constant  use.  Now,  over-issues  in 
general  must  consist  of  specific  instances  of  over- 
issue in  particular  cases.  Now,  from  the  pre-  ’ 
ceding  considerations,  the  sense  we  afiix  to  tlie  | 
expression  “over-issue,”  is  an  advance  made  ujion  | 
an  unsuccessful  operation,  or  tlie  “purchase  of  a 
bad  debt.”  Every  quantity  of  currency  advanced  ! 
to  promote  an  unsuccessful  operation,  or  whicli 
purchases  a bad  debt,  alters  tlie  proportion  be- 
tween tlie  currency  and  the  debt  it  represents. 
Each  specific  instance,  then,  of  such  on  operation 
is  an  “over-issue,”  and  the  expression  “over-  i 
issue”  or  “excessive  issue”  has  no  other  meaning.  1 

57.  The  foregoing  considerations  also  shew'  the  ' 
fallacy  of  the  expression  “good  bills.”  In  a | 
banker’s  sense,  a “ good  bill”  means  simply  a bill 
which  is  duly  paid  by  tlie  proper  jiarty  at  ma- 
turity. It  is  not  the  smallest  consequence  to  him 
whether  the  transaction  out  of  which  it  originated 
is  a profit  or  a loss  to  the  jktsoii  who  incurred  ' 
the  obligation,  as  long  as  he  is  paid.  But  if  the 
expression  “ good  bill”  be  taken  in  a more  ex- 
tended and  philosophical  sense,  to  denote  a bill 
upon  which  it  is  safe  to  issue  currency,  it  is  a : 
very  different  matter  indeed;  for  then  a “good  ^ 


bill”  can  only  mean  one  generated  by  a successful 
operation.  And  these  views  are  entirely  borne 
out  by  the  course  of  the  Bank  of  England  and  the 
country  hanks  subsequent  to  the  Bulli(*n  Report. 
It  was  contemptuou.'^ly  rejocteil  by  Parliament, 
and  wliat  was  the  consequence?  Tlie  years 
which  followed  it  were  tho.-'e  of  excessive  sjiecu- 
lation  in  all  branches  cf  commerce,  w'hicli  it  is 
w'cIl  known  were  followed  by  immense  losses,  and 
the  ]>aper  currency,  avIucIi  was  issued  to  advance 
these  uiiMiccesstuI  operations  kept  continually 
tailing  to  a heavier  discount,  until  an  immense 
destnietion  of  these  currency  issuers  twk  place  in 
1816,  and  the  quantity  of  the  jiaper  cuiTeiicv  tliat 
A\  as  thus  destroyed,  raised  the  value  of  tlie  remain- 
der to  par,  or  within  a very  small  fraction  of  it. 

58.  Tlie  preceding  consideiMtioiis,  too,  shew 
tin*  excessive  danger  of  making  the  ^yealth  of 
ISiatiims  a text  book  of  Political  Economy  at  the 
j present  day,  by  those  who  have  not  followed 
minutely  the  stream  of  discussion  since  it  was 
published.  The  eluqUer,  from  wliiidi  tiiis  theory 
, is  taken,  has  always  been  n*ferred  to  as  mie  ttf 
I conspicuous  excellence  in  that  work,  and  yet  if 
it  be  examined  with  that  critical  minuteness 
which  a Avork  of  science  liemands,  it  Avill  be  found 
that  its  eminent  author  had  never  made  himself 
master  of  the  details  of  Banking,  and  that  it  con- 
tains two  theories  Avhich  are  inconsistent  Aviili 
each  other,  and  both  of  Avhich  are  erroneous. 

On  the  abjections  of  James  Deacon  Hume, 
and  Hr.  Tooke  to  certain  alle^aiinns  in  the  Bullion 
Report, 

51).  The  Bullion  Re]>ort  called  forili  clouds  of 
hostile  pamphlets,  Avliicli  stoutly  dwiied  the  fart 
of  the  depreciation  of  the  Bank  Note.  These  avo 
shall  pass  over  Avhhout  notice,  because  tlie  reason- 
ing of  tlie  Reptu-t  on  its  main  point,  w as  so  coii- 
cIusiA’e,  that  Avhcii  fairly  Aveighed  by  competent 
and  impartial  men,  it  Avas  sure  to  come  triumph- 
ant out  of  the  discussitui.  This  isju^t  Avhat  hap- 
pened, In  1811,  the  imiueiise  majority  of  the 
commercial  Avorid  rejected  it,  in  18li),  the  whole 
commercial  AA'orld  adopted  it,  Avith  scarcely  a 
dissentient  voice.  The  main  fact,  therefore,  of 
the  depreciation  of  the  Bank  Note  is  iioav  ac- 
knoAvledged  to  Iiua'C  been  proved  beyond  cavil 
or  dispute. 

But  two  eminent  Economists  aa  ho  are  thorough- 
ly attached  to  its  general  ]u*iuciples,  namely  Air. 
James  Deacon  Hume  ami  Hr  Tooke,  have  brought 
objections  of  a A-ery  grave  character  against  some 
ot  its  assertions,  and  as  tliose  objections  are  w ell 
founded,  Ave  must  state  them. 

60.  In  tlie  speech  of  Hr.  Horner,  introducing 
the  resolutions  founded  on  the  Bullion  Report  in 
the  House  of  Commons,  he  maintained  that  corn 
AA'as  the  best  measure  of  Value.  (Hohner.)  When 
therefore  he  suav  the  extraordinary  ]>riee  to  Avhich 
corn  had  readied  in  LslO,  and  Isll,  he  assumed 
that  as  a convincing  proof  of  tlie  depreciation  of 
the  currency,  in  addition  to  the  rise  in  the  market, 
or  paper,  ])i*ice  of  gold  bullion.  And  Avithout 
enquiry,  as  Ave  have  seen  abo\'e,  the  Report  as- 
sumes that  a depreciation  of  the  currency  Avouhl 
cause  the  ])rice  of  all  commodities  to  rise.  The 
framers  ot  the  Bullion  Report  looking  only  at  the 
jirices  of  corn  and  meat,  found  that  tiiev  had 
greatly  risen,  and  they  assume,  and  staa%  that 
the  prices  of  ail  commodities  had  risen. 
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t:i . Now  there  was  no  evulencc  a'lduced  on  that 
] uiut.  Tiiere  was  no  general  iiniiiiry  made  into 
t le  prices  of  all  commodities,  ami  Mr.  Iliimc  ami 
I Ir.  Tooke,  upon  iurpiiry  into  the  tacts  of  the  | 
( ise,  have  satisfactorily  proved  tiuit  the  statement  i 
i ; wholly  unrounded.  Mr.  llumc,  to  whonisi)  | 
1 lany  practical  economical  reforms  arc  due, 

( llt’ME,  James  Deacon,)  addressed  several 
1 ,‘tters  under  the  signature  of  II.  B.  T.  to  the 
. lornhi"  Chronicle^  in  the  winter  ot  Is3:i-d4, 

' hich  have  hcen  republished  in  his  recent  mem- 
( irs  by  Mr.  Badhaui.  One  of  these  ( Life.  p. 

1 niches  upon  the  question  of  dciireciatiua.  “It  is 
: most  extraordinary  thing  that  the  pcoi)Io  of 
, ’nglaud  should  Iiave  so  strangely  mystified  tliem- 
1 elves  on  the  subject,  as  to  have  imbibed  a gen- 
i ral  impression,  tliat  all  things  were  dear  during 
I lie  time  that  gold  was  dear  ; for  there  never  was 
: greater  mistake,  and  yet  no  man  speaks  ten 
i entences  upon  the  currency  question  without 
1 liking  of  the  high  ‘war  j)vices*  as  applicable 
1 } all  Commodities.  Some  (lescriptious  of  goods 

• .^cre  certainly  exceedingly  dear;  but  then  others 

• /ere  most  oppressiv'eh*  cheap  ; and  the  charac- 
1 .-ristic  line  to  be  drawn  between  them  will  be 
: jiind  to  be  a very  curious  one,  when  we  come  to 

• xamine  the.  dmtinctiou  with  reference  to  the 
t uestiou  at  issue.*’  And  Mr.  Tooke,  in  Vol.  lY 

113  of  his  invaluable  History  of  Pricc.%  gives 

table  of  the  ])riees  of  a long  list  of  articles, 
rliieh  had  immensely  fallen  in  ISll,  from  what 
hey  had  been  in  several  preceding  years.  How 
hell,  say  these  excellent  writers,  can  the  Bullion 
leport  asvsert  that  the  prices  of  all  commodities 
lad  risen  in  the  face  of  the  undoubted  fact  that 
.n  iimnensfly  large  list  had  opjnvssively  fallen ‘f 
Viid  by  which  class  of  articles  are  we  to  Judge  of 
he  depreciation  ? 

6*2.  The  objection  to  the  assertion  of  the  Bullion 
leport  is  unanswerable,  and  yet  it  is  not  a coii- 
lusive  answer  to  the  principles  of  the  Report, 
['he  reply  is  obvious — granting  that  tlie  nominal 
.r  paper  price  of  these  articles  had  fallen,  still  if 
he  currency  had  not  been  (kq)reciated,  the  price 
vould  have  fallen  still  lower.  Even  in  the  de- 
n essed  state  in  which  they  were,  their  prices  were 
till  abov'e  tlieir  proper  level. 

()3.  But  the  fact  is,  the  enov  lay  with  the 
bullion  Report  in  mixing  up  two  distinct  tests  of 
he  depreciation  of  the  currency,  one  of  which  is 
•xtrcinely  simple  and  perfectly  conclusive;  but 
he  other  is  extremely  complicated,  and  by  no 
neans  conclus-ivc.  The  variations  of  the  jiricesof 
commodities  are  so  complex,  and  are  inJliicuced 
ty  so  many  obscure  causes,  that  except  in  very 
■xlreinc  cases,  (like  those  of  the  French  Assig- 
i.iis,  and  tlie  American  continental  money)  it  is 
I very  dangerous  argument  indeed  to  draw  any 
■oncrusiun  as  to  the  depreciation  of  a paper  cur- 
enev  fivnu  the  price  of  commodities  in  the  first 
n>.taiice. 

64.  In  fact,  the  Bullion  Report  lays  itself  open 
0 a retort  Iroiii  those  who  held  the  general 
•pinion  then  hold,  and  expressed  by  Mr.  C'ham- 
.KTS,  wlio  said  that  he  did  not  consider  gold  a 
hirer  standard  estimate  the  value  of  the  baiik- 
lote  lliau  indigo  or  broadcloth,  or  any  other 
:oimnodity. 

fi.I.  But  the  real  criterion  in  the  case,  and  the 
mly  one  ou  which  certain  reliance  can  be  placed, 
•vas  well  expressed  by  .Mr.  Marshall  before  tlie 


Irish  Exchange  Committee  in  ls04  (Banking  tn 
Ireland,  § 3o3).  ^^Bank-notes  are  issued  as  a 
promise  to  he  rqnal  to  f^old  cnvrencip  and  they  must 
fidlow  all  (he  variatums  of  the  value,  tf  gold,  pari 
passu,  whatever  they  are.'*'* 

()f).  Hence  the  Bullhm  Reitort  should  have 
confined  itself  to  the  establishment  of  the  fact  of 
tlie  ditference  in  tlie  pa|)er,  and  tlie  money,  jirice 
of  gold  bullion.  And  tlie  next  point  should  have 
been  to  ascertain  whether  there  was  a difference 
in  the  pi  ices  of  commodities  generally,  tlirough- 
oiit  the  country,  between  payments  made  in  paper 
or  gold.  Tliest.*  are  tlie  real  criteria  on  the  sub- 
ject; and  there  was  abundant  evidence  brought 
forward  in  the  debate  on  the  report,  that  in  the 
sale  of  commodities  generally,  there  was  then 
actually  existing  a difference  between  the  paper 
and  the  money  price.  The  whole  force  of  the 
evidence  should  have  been  thrown  ou  that  point, 
and  if  this  had  been  shown,  as  it  undoubtedly 
might,  it  wouhl  have  proved  beyond  cavil  and 
dispute  the  fiict  of  the  depreciation. 

Hoes  the  Bank  Act  of  1844  carry  out.,  or  is  it 
in  accordance  with.,  the  principles  df  the  Bullion 
Report  f 

67.  IVe  shall  now  investigate  a question  of  the 
utmost  importance.  Evciy  one  knows  that  the 
supporters  of  the  Bank  Act  of  1844  strenuously 
maintain  that  it  is  the  complement  of  the  Aet  of 
I8iy,  and  ill  Jrict  accordance  with  the  prin- 
ciples of  the  Bullion  Report.  We  shall  now 
endeavour  to  estimate  the  correctness  of  this 
assertion. 

68.  We  neeil  scarcely  remind  our  readers  that 
the  Bank  Act  of  1844  strictly  limits  tlie  power  of 
issue  of  the  Bank  to  £14,000,000  (since  slightly 

I augmented  in  consequence  of  the  discontinuance 
j of  otlicr  Issuing  banks),  together  with  an  equal 
I quantity  of  notes  to  the  Imiliun  in  its  po^sessiou. 

I It  thus  specially  prohibits  any  excess  beyond 
I that  amount  under  any  circumstances  whatever  ; 

I and  though  the  amount  no  doubt  varies,  it  is 
strictly  limited. 

69.  Is  this  in  accordance  Avith  the  principles  of 
the  Bullion  Report  ? 

There,  is  no  one  Avho  has  read  the  preceding 
analysis,  bnt  c.iii  fail  to  see  that  it  is  in  diame- 
trical opposition  to  several  of  its  fuudanieutal 
doctrines. 

I.  The  Bullion  Report,  after  discussing  the  two 
j most  important  commercial  crises  which  had  oc- 
. curred  before  its  time,  namely,  those  of  1793  and 
1797,  declares  its  opinion  that  the  excessive  limi- 
tation of  discounts  at  those  times  greatly  aggra- 
vated the  distress,  and  says  that  in  certain  crises 
to  wliich  our  pajier  credit  is  exiiosed,  VlW  enlarge- 
mentof  aceomnaulaiion  is  the  true  remedy,  and  that 
too  severe  a coiitractiou  may  lead  to  general  ruin. 

! In  the  crisis  of  182;3,  this  very  severe  coiitrac- 
j turn  was  attempted,  and  the  country  was  just  on 
I the  brink  of  general  ruin,  when  the  Bank  en- 
larged its  accommodation,  and  the  country  was 
saved. 

The  Bank  Act  of  1844  strictly  prohibits  this 
enlarged  accommodation  in  times  of  coininercial 
crisis. 

■ In  1S47  there  was  a gi'cat  commercial  crisis. 

At  last,  it  was  felt  that  if  the  Act  of  1844  was 
: not  set  aside,  general  ruin  would  follow.  The 
I Act  was  set  aside,  an  enlarged  accomiiiodation 
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took  place,  in  accordance  with  the  doctrine  of  the 
Biillioii  Re]K>rt,  and  the  commercial  world  was 
preserved  from  ruin. 

Ill  the  still  greater  crisis  of  1857,  it  was  again 
felt  that  the  maintenance  of  the  Aet  of  ls44  for 
twenty-four  hours  longer  Avoiild  have  brought 
universal  ruin  on  the  commercial  world ; it  Avas 
again  set  aside,  and  the  doctrine  of  the  Bullion 
Report  again  reverted  to. 

Is  the  Bank  Act  of  1844  in  accordance  Avith 
the  doctrine  of  the  Bullion  Rci>ort  ? 

70.  II.  The  Bullion  Report  declares  that  the 
mere  numerical  aniomit  of  notes  in  circulation 
at  any  time  is  no  criterion  Avliether  the  notes  are 
excessive,  or  not. 

Tlie  tlieory  of  the  supporters  of  the  Act  is,  that 
the  notes  in  circulation  ought  to  bo  exactly  equal 
to  what  the  gold  coin  Avoiifd  be  if  tlicrc  AA*ere  no 
notes,  and  any  quantity  aboA'e  that  is  an  excess 
and  a depreciation  of  tlie  enrreney. 

Is  this  i>rijicii>le  of  tlie  supporters  of  the  Act 
in  accordance  Avith  the  princiides  of  the  Bullion 
Report  ? 

71.  III.  The  Bullion  Report  declares  that  the 
sole  criterion  of  the  d(‘preciatioii  of  the  paper 
currency  is  to  be  fouml  in  tlie  price  of  gold 
bullion,  and  in  tlie  state  of  the  foreign  exchanges. 

According  to  tlie  supiiortors  of  tiie  Bank  Act, 
the  true  criterion  is  Avlietlier  the  paper  exceeds 
tlie  quantity  of  coin  it  displaces. 

Is  the  theor}’-  of  the  sujiporters  of  the  Bank 
Act  in  accordance  Avith  the  doctrine  of  tiie 
Bullion  Report  ? 

72.  IV.  It  Avas  proposed  as  a remedy  to  the 
Bullion  Committee,  that  a positive  limit  should 
be  placed  on  the  issues  of  the  Bank.  The 
Bullion  Rejtort  specially  condemns  any  ]>ositive 
limitation  of  the  issues. 

The  Bank  Act  of  1844  specially  limits  the 
issues  of  tlie  Bank. 

Does  tlie  Bank  Act  of  1844  coincide  Avith  the 
principles  of  tiie  Bullion  Report  ? . 

73.  On  these  finulameiital  ]ioints,  therefore, 
the  Bank  Act  of  1844  is  in  direct  ojiposition  to 
the  principles  of  the  Bullion  Report,  and  Ave 
think  tliat  ample  experience  has  proved  the 
greatly  superior  Avisdoin  of  the  Bullion  Report. 

74.  The  folloAving  indnciples  are  not  only  main- 
tained in  the  Bullion  Report,  but  Avere  adopted 
by  all  the  most  eminent  authorities  of  the  period,  ; 
and  especially  by  the  framers  of  tlie  Act  of  1819  ; 
ami,  AA'e  believe,  contain  the  true  [u  inciples  of  the  , 
subject. 


I.  That  there  arc  periods  of  commercial  crisis 
Avhen  an  enlarged  accununodation  is  the  true 
remedy.  j 

y II.  That  at  such  periods  an  absolute  limit  of  [ 

the  issues  of  the  Bank  greatly  aggravates  the  ^ 
y crisis,  and  if  continued  Iwyoiul  a ik*rtaiu  time,  | 

' Avill  certainly  bring  on  universal  ruin.  ; 

^ 111.  Tliat  the  minurical  amount  of  imtes  in 

circulation  is  no  absolute  criterion  of  their  excess. 

IV.  That  the  true  criterion  of  the  pajier  cur- 
rency is  to  be  found  in  the  state  of  the  foreign 
exchanges  and  in  the  price  of  gold  bullion. 

V.  AVe  have  shcAvn  that  it  Avas  the  neglect  of 

^ this  latter  hnv  that  has  been  one  of  the  main 

causes  of  those  dreadful  commercial  crises  in  this 
country.  (Crisis,  Commercial.) 
j VI.  That  the  trite  controlling  poAver  of  tie 

I paper  currency,  or  credit,  is  to  be  found  in  the 
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Rate  of  Discolnt,  avIucIi  is  to  be  adjuftled  to 
the  state  of  the  foreign  exchanges.  We  liaA'e 
^heAvn  under  Discocnt,  by  abundant  historical 
evidence,  that  it  is  capable  and  effectual  in 
doing  so. 

BUNN,  THOMAS. 

Remarks  on  the  necessity  and.  the  means  of  ex- 
tinguishing a large  portion  of  the  Kational  Debt. 
Bath,  1828. 

BURAT,  JULES.  A civil  engineer,  born  at 
Paris.  He  has  long  been  a contributor  to  com- 
mercial periodicals — the  Jonnial  de  Commerce, 
tlie  Dictionuaire de  Commerce et  des  Marchandises, 
ami  to  the  Rente  d Economie  }\ditique,  jmblisheJ 
by  Theodore  Fix,  from  lh33  to  1836. 

Exposition  de  I Industrie  Eramptise,  ounce  1844, 
description  methodique  accompagnee  dun  grand 
nombre  de  planches,  et  de  vignettes,  de  la  lisle  des 
recompejises,  et  dun  historique  sur  les  exfiositions. 
Paris,  184.5. 

BURCHARDT,  B. 

Entwerp  eines  Finanz-plans  zur  Beseitignng 
des  allgemeinen  herrshenden  Geldenangels.  Ber- 
lin, 1848. 

BURET.  ANTOINE  EUGENE.  Born  at 
Troyes,  6th  October,  1810.  A writer  of  much 
liromise,  avIio  died  young.  He  Avas  an  able  con- 
tributor to  llie  Jonnuil  des  Economistes,  He  died 
23rd  August,  1842. 

De  la  mi.iere  des  classes  lahorieuses  en  Erance 
et  en  Anglvierre,  de  la  nature  de  la  misire,  de  son 
existence,  de  ses  effets,  de  ses  cau.'ies,  et  de  rinsuffj- 
sauce,  des  remedes  qutm  lui  a opposes  jusqd  ici, 
j arec  rindicaiion  des  moyens  propres  d en  affran- 
chir  les  societes.  Paris,  1841. 
j This  work  received  a gtild  medal  from  the 
Academy  of  Moral  and  Political  Sciences  iu  the 
Institute  of  France. 

Question  dAfrique.  De  la  double  conquHe  de 
TAlgerie,par  la  guerre  H la  colonisation,  snivi 
dun  examen  critique  da  gouvernement,  de  Vadmin- 
istration,  et  de  la  situation  coloniale.  1‘aris,  1842. 

BUYER,  CASPAR. 

j Die  Wechselmntrikel  des  Kbniglich  hayerischen 
Weckselgerichle  Bamberg.  Bamberg,  1845. 

BURGES,  TRISTRAM. 

Address  to  the  Rhode  Island  Society  fur  the 
eucourageuient  of  domestic  industry.  Providence 
1842.  * 

BURKE.  EDMUND,  is  distinguished  as  the 
first  British  statesman  who  had  any  knowledge 
of  Political  Economy.  He  was  born  in  Dublin 
oil  the  12th  of  January,  1729  or  1730,  the  soil 
an  attorney  iu  large  practice.  Of  a faniilv  of 
fifteen,  only  fimr  survived  infancy.  As  Edmund’s 
health  aa'us  delicate,  and  shoAved  a tendency  to 
cunsiimptioii,  he  avus  sent  out  of  town  to  Ca.stle 
Toaa'ii  Roche,  near  the  castle  of  Spenser,  to 
Avhom  his  mother  claimed  a relationshi]».  At  12 
years  of  age,  he  was  removed  to  Ballitore,  abimt 
30  miles  from  Dublin,  Avherc  he  aaus  ]*laced  at  a 
school  kept  by  an  eminent  quaker  named  Shack- 
Ictoii.  Burke  Avas  early  distinguished  for  indus- 
try,  poAver  of  memory,  and  facility  of  acquisition, 
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u ul  he  shewed  that  wannth  of  heart  which  so  i 
11  iMy  distiiipiished  him  afterwards.  He  formed  i 
a warm  attachment  with  th<‘  scm  of  his  scliool- 
I aster,  and  continued  it  till  his  death  in  1792, 

In  1744,  lie  entered  Trinity  Colle^T,  Dublin,  ' 
^ here  he  continued  the  same  iiulustrimis  course 
T'  at  school;  and  though  he  is  nut  said  to  have 
1 r^eii  distinguished  as  a classii-al  scholar,  he  gave  ■ 
1 lueh  of  his  time  to  the  study  of  history,  moral 
{ ml  [loliiical  |»hiluso})hy,  and  metaphysics.  He 
i took  a leading  part  in  the  Historical  Society,  > 
1 hicli  was  thru  founded,  and  like  its  counterpart,  | 
f le  Speculative  Society  in  Edinburgh,  luiinbercd  [ 
: [no!ig>t  its  members  many  of  the  most  distin-  t 
^ ai>hed  men  of  the  day. 

In  I7o0,  he  came  to  London,  and  entered  him-  i 
y df  as  a student  at  the  ^liddle  Temple,  as  his  I 
I tther  had  set  his  heart  iquni  his  being  dis- 
t ngiiislied  as  an  English  lawyer.  He  still  cou- 
1 lined  as  industrious  as  ever  ; but  he  pursued  too 
1 'ide  a range  of  study  to  be  eoiisistent  with  that 
( xdusive  devotion  to  the  law  which  is  imJi^pen- 
f ible  to  success  at  the  bar.  He  seems  soon  to 
1 ave  abandoned  the  idea  of  following  it  up  as  a 
) rofession,  to  his  father’s  great  aiinovauce. 

In  175G,  he  |^nbli^hed  anonymously  his  T7«^/j- 
r itinu  of  \oforol  AVuvV///,  a satirical  attack  on 
nodej  u society,  in  the  manner  of  llolingbroke. 

' 'he  jiarody  was  so  well  done,  tliat  it  is  said 
f .‘veral  men  of  eminence  w ere  deceived,  and  took 
i really  to  be  written  by  Holingbruke.  In  the 
f line  year  he  ]nil)bVli(‘d  his  lutpnnj  into  the  origin 
t f our  Ideas  of  the  ^uhlhne  and  Betodifuf.  U he 
: iti)!ication  he  bestow  ed  in  ])roducing  these  works 
i ijured  his  health,  and  he  went  to  Hath  to  recruit. 

! le  was  received  into  the  house  of  a couiitrvman 

» I 

i f his  own,  Dr.  Jsugeut,  w hose  daughter  he  after- 
ards  married. 

In  1 7o7,  he  contemplated  emigrating  to  America, 

' lit  fortunately,  was  diverted  from  his  purpose. 

; lis  writings  began  to  make  him  known,  and  in 
7J.S,  he  w as  engaged  by  Dodsley  to  sn|>crinteml 
Uie  [uiblication  of  the  Annual  Kegister  then  coin- 

• leiK'fd,  and  his  rising  fame  procured  for  him  the 
1 -iendship  of  Johnson,  Lord  Lyttlctoii,  Jenyns, 

leyiiolds.  and  Adam  Smitli. 

In  17fll,  through  the  inlluence  of  Lord  Clinrle- 
lont,  lie  Avas  made  ]n  ivate  Secretary  to  ‘'single 
: peecli”  Hamilton,  the  Secretary  for  Ireland, 
-ho,  in  17bJ,  obtaineil  a pension  of  £J0()  a year 
a*  him  on  the  Irish  estaldishment.  Hut  he  did 
<*t  long  enjoy  it.  Hamilton  gave  him  vi  ry  soon 
0 nmlerstand  that  he  considered  him  as  bound  to 
im  for  life.  Hnrke  Avas  of  far  too  independent 
. nature  to  suVmiit  to  this,  and  resigned  his  pen- 
{ ion,  and  a complete  rupture  followed  betAveeii 
1 hem. 

At  thi.s  period  Burke's  goodness  of  heart  dis- 
■layed  it>elf  in  a very  striking  manner.  Having 
isiovered  in  a poor  Irisli  lad  named  Harry,  Avhat 
e considercil  great  jiromise  of  artistic  talent, 
turke,  though  in  very  straitened  circumstances 
im.self,  took  upon  himself  the  charge  of  his  edu- 

• atioii,  and  sent  him  to  Home,  where  he  mnained 
«r  several  years  studving,  Avitliout  earning  a 
irtliing  for  himself.  On  his  return  Hurke  did 
verytlilng  he  could  to  advance  him. 

Tile  poet  Crabbe,  too,  oAved  his  adA’ance  entirely 
1 D Hurke.  'I’he  unfortunate  young  man,  being  in 
1 he  last  state  of  destitution,  addressed  manuscripts 
t f his  poems  to  several  of  the  leading  st.^tesmen  of 


the  day,  and  met  with  nothing  but  neglect.  In 
a liap])y  moment  he  sent  them  to  Burke,  with  a 
modest  note  stating  his  distress,  and  the  repulses 
lie  had  met  Avitii.  Hurke  though  then  engaged  in 
the  very  keenest  political  contest,  immediately 
attended  to  tin-  dij-tressed  poet.  He  read  ami 
apitroved  the  poem,  and  sent  for  the  author,  and 
took  him  into  liisoAvn  house,  and  maintained  him 
until  he  Avas  able  to  turn  his  talents  to  some  ac- 
count. He  seh  eted  ami  corrected  his  verses,  and 
introduced  him  to  Heynolds,  Johnson,  and  other 
eminent  jiersoiis.  His  poems  Averc  published 
under  Burke’s  patronage  in  1782,  and  Crabbe 
snbseiiueutly  got  several  livings  through  his  in- 
fluence. Tliese  deeds  deserve  to  be  recorded  to 
shcAv  the  natiiro  of  the  man. 

Hurke,  luiviiig  thus  quarreled  with  Hamilton, 
returned  to  Lnudon,  and  became  an  assiduous 
attendant  in  the  gallery  of  tlic  House  of  Commons, 
and  particularly  studied  Political  Economy, 

At  length  the  Avay  was  opened  for  him  to  reap 
the  reward  of  so  much  toil.  In  July,  17G5,  the 
Grenville  administration  came  to  an  end.  Lord 
Hockingliam  was  made  premier,  and  he  imme- 
diately aiqjoint  Ml  Hurke  as  his  private  secretary. 
Lord  Veniey  returned  him  to  Parliament  for  his 
nomination  lx»r'»ngli  of  Weiidover. 

Ill  January,  17G6,  he  made  his  first  speech  on 
behalf  of  America,  llis  success  in  the  House  Avas 
immediate  and  immense.  All  the  Parliamentary 
leaders  were  amazeiL  And  his  reputation  rose 
higher  ami  higher  alter  every  address.  In  July, 
17GG,  the  Hockingliam  administration  came  to  an 
end;  and  Chatham,  Avho  succeeded  him,  was 
anxious  to  oft'er  Hurke  a ]>lace  in  the  ugav  minis- 
try; but  he  adiiered  to  his  political  friends,  aud 
Avent  out  of  the  Avay  to  avoid  the  temptation. 

In  17G7,  he  I'urchased  an  estate  of  GOO  acres  in 
Huckinghamslure,  for  Avhich  he  paid  ^20,000. 
There  is  no  doubt  that  Lord  Hockingliam  ad- 
vanced liini  part  of  the  purchase-money,  and  at 
his  deatli  the  bund  Avas  found  cancelled.  Although 
tliere  does  not  soem  to  have  been  anything  iiii- 
ln’o])er  in  this  transaction,  it  Avas  ahvays  made  a 
subject  of  much  malignant  censure  by  Ids  enemies. 

Ill  1708,  Mr.  Grenville  eitlu-r  Avrote,  or  caused 
to  be  Avritten,  i defence  of  I^ord  Bute's  adminis- 
tration, in  a p.iuqdilet  entitled,  I’he  present  State 
of  the  Nation.  Hurke  Avrote  an  answer  to  it,  en- 
titled, Observations  on  a late  Pamjdtlet.,  entitledy 
^‘c.y  in  Avhich  lie  slieAved  Iioav  completely  he  had 
inastered  the  subjects  of  commerce  and  finance. 

Ill  1770,  lie  juiblishcd  a most  admirable  pamph- 
let, called  Tkoufrhts  on  the  present  Discontents. 

Ill  1771,  lie  Avas  ajqHiinted  agent  to  the  State  of 
Ncav  York,  with  a salary  of  abiuit  £1,000  a year. 
During  Hie  American  AVar  he  uniformly  and 
strenuously  opposed  the  siiieida!  ministerial  po- 
licy. Alany  of  his  most  splendid  efibrts  Avere 
made  in  this  cnuso.  The  course  he  took  led  to  a 
difference  Avith  Ids  patron  Lord  Veriiey,  aud  he 
resigned  his  s*‘at  for  AVendover.  Another  Avas 
I provided  for  l im  at  lUalton;  but  after  he  had 
! been  elected  fi  r Alaltoii,  and  on  the  sixth  day  of 
the  poll  at  Bristol,  a deputation  from  that  city 
arrived,  aud  invited  him  to  stand.  He  imme- 
■ diately  decided  to  accejit  the  oiler,  and  travelled 
1 day  and  night  till  he  reached  it,  and  Avas  returned 
on  tiie  '27lh  day  of  the  poll. 

I In  1776-7,  tlie  Kockiughara  party,  seeing  all 
their  efforts  fruitless  to  stem  the  ministerial  and 
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national  phreu^y  on  tlie  American  AA'ar,  set  the  in- 
excusable exaui[)le  of  absenting  themseh’es  from 
Parliament.  This  course,  though  unfortmialely 
imitated  by  Fox  and  the  Whig  party  several 
years  later  in  the  roA'oliUionary  Avar,  has  iioav 
been  justly  and  univei'sally  condemned. 

in  1788,  his  Free  Trade  views  led  him  to  sup- 
port the  relaxation  of  the  impediments  uimn  the 
trade  Avith  Ireland;  but  his  iiarroAv-mimlcd  and 
selfish  constituents  took  deep  offence  at  this,  as 
well  as  his  enlightened  advtxiacy  of  the  claims  of 
the  Koman  Catholics,  and,  on  the  dissolution  of 
1780,  rejected  him.  He  then  took  refuge  at 
Malton,  aud  sat  for  it  during  Hie  remainder  of  his 
Parliamentary  career. 

^ 111  1771),  Burke  brought  forAvard  a great  plan  of 
Economical  Keform.  NeAer  before,  probably, 
had  a matter  of  dry  detail  been  adorned  witli 
such  eloipience;  and  it  eA*en  gave  no  offence  to 
the  very  persons  Avhose  places  AA*ere  attacked. 
But,  speaking  from  the  oppo.<ition  benches,  such 
a plan  had  no  chance  of  success.  The  speech, 
liowev'er,  created  the  Avarmest  admiration,  espe- 
cially in  Johnson  ami  Dunning.  In  1782  the 
Buckinghaiu  party  AA'ore  restored  to  jioAver,  aud 
Burke  Avas  made  paymaster  of  the  forces,  then 
the  most  lucratiA'e  office  in  the  goA  eriiment,  and 
made  a privy  councillor.  In  this  position  he 
carried  a considerable  portion  of  his  measure  of 
economical  reform,  though  of  coiu*se  it  Avas  con- 
siderably curtailed. 

The  sudden  death  of  Lord  Rockingham  broke 
up  his  pai’ty,  and  Jiurkc  assumed  his  old  jilace  in 
opposition  till  the  ill-starred  coalition  of  Fox  aud 
Lord  Xorth,  Avhen  he  Avas  again  made  paymaster. 
The  India  bill,  wdiicli  sealed  the  fate  of  that  poli- 
tical error,  is  said  to  have  been  a plan  of  Burke's. 
The  skillul  tactics  ot  Pitt  scattered  his  enemies 
to  theAvinds;  and  the  generation  Avho  had  listened 
Avith  Avoiider  and  admiration  to  Burke  Avere  exiled 
for  ever  from  Parliament.  The  benches  Avere 
crowded  Avith  serried  ranks  of  fox-hunting  squires 
Avho  came  not  to  listen  to  Burke,  but  to  vote  with 
Pitt. 

In  1784,  the  University  of  GlasgOAv  elected  him 
Lord  Rector. 

Ill  178G,  Burke  entered  on  the  most  memorable 
event  of  his  life — the  prusecutiun  of  Warren 
Hastings — and  in  1789  tlie  French  RcA'olutiou 
broke  out,  Avhich  two  eA'euts  almost  exclusively 
absorbed  his  attention  for  the  rest  of  his  life.  For 
neither  of  these  is  there  any  rm^iu  for  Judgment 
heie.  Ihere  can  be  no  doubt  of  his  intense  sin- 
cerity in  both.  The  latter,  indeed,  W'as  pursued 
Avith  a \x*hemence  and  frenzy  Avhich  totally 
scvereil  Iiiin  from  the  affections  of  a lifetime,  and 
Avas  indeed  scarcely  consistent  Avith  rationality. 

In  1790,  his  liejlections  on  the  Revolution  in 
Prance  \vas  jinblished,  the  most  gorgeous  of  all 
his  writings.  In  a single  year  80,000  copies  Avere 
sold.  Most  of  the  crowned  heads  in  Euroi>e  loatled 
him  AA'ith  favors  and  presents.  The  L^niA'crsities 
Avere  equally  enthusiastic.  To  this  subject  the 
grcatei  pai*t  of  his  luture  wu'itings  AA'crc  dcA'oted; 
and  they  bore  no  remote  analogy  to  the  pictures 
of  Turner  in  the  latest  perioil  of  his  life.  They 
were  nothing  more  than  pieces  of  gorgeous  color- 
ing,  from  AA'hich  all  traces  ot  the  reality  of  nature 
had  A'auished. 

The  political  connection  betAveen  Burke  and 
the  pai-ty  he  had  acted  with  all  his  life  had  been 


seA'cred  in  the  progress  of  the  French  ReA-ulution, 
and  even  his  personal  friendships  Averc  dissolA’ed. 
In  December,  1792,  Burke,  in  a climax  of  feeling, 
formally  crossed  the  floor  of  the  House,  and  took 
his  seat  by  Pitt.  But  even  Pitt  Avas  far  too  luke- 
Avarm  for  Burke. 

On  the  24th  September,  179-5.  a pension  of 
£1,200  a year  Avas  conferred  on  Iiini,  Avliich  AA'as 
antedated  to  1793;  and  on  the  *24tli  October, 
I79J,  two  others,  amounting  to  £2,-500,  fm*  three 
Ha'Cs,  and  antedated  to  July,  1793.  Of  all  men 
Avho  e\'er  received  a ]»ension,  few  Avere  bolter  de- 
serving of  it  than  Burke;  but  it  is  sad  to  think 
that  it  Avas  given  him,  not  for  his  glorious  efforts 
to  stem  the  national  madness  about  the  American 
AVar,  but  for  the  most  mischievous  part  of  his 
Avhole  career,  and  the  one  Avhich  has  met  Avith 
the  unanimous  condemnation  of  e\ery  competent 
judge  since  his  time. 

Further  honors  aa'cto  intended  for  him.  He 
was  going  to  have  been  made  a peer,  but  he  .srH-m 
lost  all  tie  to  earthly  greatness.  In  179G,  he  AA*as 
utterly  broken  by  the  loss  of  his  son,  a man  cer- 
tainly of  talent,  Avhom  he  regarded  almost  Avith 
idolatry,  and  Avhoiii  his  excitable  Lmagiuation  liad 
invested  Avitli  a genius  Avhicb,  lie  fondly  hoped, 
would  one  day  oclijise  his  own.  The  heart-l>roken 
father  Avas  not  long  in  folloAviiig.  After  trying 
Bath  for  four  months,  Avithout  benefit,  he  returned 
to  Beacoiistield  to  die;  and  in  July,  1797,  there 
Avere  laid  in  the  village  church,  remains  Avliieli 
had  contained  one  of  the  Avarmest  hearts,  the 
most  gorgeous  imaginations,  the  most  anient 
spirits,  aud  the  most  capacious  intellects  that 
ever  adorned  luimauitv. 

V 

Observations  on  a late  intitnlcdy 

“ 7'he  present  State  of  the  Nation."  London, 
1769. 

This  abounds  Avitli  the  most  A'aluable  economi- 
cal details  of  the  condition  of  the  nation.  He 
sheAvs  in  it,  Iioav  clearly  he  sa\v  the  tallacy  of  the 
Balance  of  Trade.  “ Oii  this  state  the  reader  Avill 
observe  that  I take  the  imports  froiHy  and  not  the 
exports  tOy  these  conquests,  as  the  measure  of  the 
aclvautagos  Avhich  Ave  derived  from  them.” — “ So 
that  our  imports  from  them,  and  not  our  export, 
ought  always  to  be  considered  as  their  true  value ; 
ami  this  correctiA'C  ought  to  be  applied  to  all 
general  balances  of  our  trade  AvIiich  are  formed  on 
the  ordinary  principles.”  In  fact,  this  is  exactly 
ill  accordance  Avith  the  fundamental  principles  of 
the  system  of  Political  Economy  Ave  are  endea- 
A'^ouriug  to  enforce,  that  it  is  not  the  labor  Avhich 
giA'OS  value  to  any  product  but  the  (piaiitity  of 
things  that  can  be  had  in  exchange  for  it.  Thus 
the  consequences  of  fundamental  principles  ap- 
pear ill  cases  where  they  are  least  oxi>ected.  And 
this  is  in  direct  contradiction  to  the  principles  of 
the  second  school  of  Political  Economy  Avhich  held 
that  labor  Avas  the  cause  of  value.  (Foreign 
Trade:  RicARDi>.) 

lie  also  clearly  saAv  the  rotten  state  of  the 
finances  of  France,  and  utters  a prophecy  winch 
Avas  fully  verified  tAventy  years  later.  " Indeed, 
under  such  extreme  straituess  and  distraction 
labours  the  Avhole  body  of  their  finances,  so  far 
does  their  charge  oulrim  their  supply  in  every 
particular,  that  no  man,  I believe,  who  has  coii- 
siderod  their  affairs  Avitli  any  degree  of  attention 
or  information,  but  must  hourly  look  for  smne  ex- 
traordiuai*y  convulsion  in  that  Avhole  system  ; tlm 
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e feet  of  which  on  France,  and  even  on  all 
1 un^pc,  it  is  diflicult  to  conjccttire." 

Speech  on  American  Taiutum  in  1774. 

7'wo  letters  to  (rentlemen  in  the  City  of  Bristol 

0 • the  Bills  (Irjhnflini^  in  Parliament  relative  to  the 
h 'vle  of  Ireland.  1 77S. 

Ill  these  letters,  Bnrke’s  enlar<red  mind  ap- 
p Mrs  well.  The  miserable  jealousy  of  the  Bristol 
t aders  wanted  to  keep  down  the  Irish  commerce. 

1 urke  said,  “But  your  jirofit  and  theirs  must 
c 'incide.  Be;j:gary  and  bankruptcy  are  not  the 
c i cumstauces  which  invite  to  an  intercourse  with 
t at,  or  any  other  country ; and  I believe  it  will 

I ? found  invariably  true  that  the  superfluities  of 
a rich  nation  fnrni.vh  a better  object  of  trade  than 
t e necessities  of  a poor  one.  It  is  the  interest 
o the  commercial  world  that  wealth  should  be 
ti  uml  everywhere.”  Tiiese  may  sound  like  tru- 
b ms  now,  l)ut  they  were  paradtixes  then. 

Speech  on  presenting  to  the  House  of  Commons 
a plan  for  the  better  security  of  the  independence 

0 ParUamenty  and  the  economical  reformation  of 
tt  e civil  and  other  establishments.  Feb.,  1780. 

'rids  abounds  with  valuable  details  of  the  Eco- 

II  miical  state  of  the  nation. 

7'honghts  and  details  on  scarcity,  1795. 

An  admirable  tract  full  of  the  soundest  eco-  ; 
n inical  doctrine. 

Bcsiilcs  thC'ie  tracts,  which  are  specially  on 
CMmoniical  subjects,  numerous  other  important 
d ictrines  incidentally  occur.  Among  others  we 
n ay  mention  tliat  in  the  Itejievtions  on  the  Revo- 
It  *ion  in.  France^  ^A'here  he  secs  that  money  is 
ncral  credit.  He  denounces  the  assignats 
licli  Mere  substituted  “in  lien  of  the  two  great 
rt  cognized  species  tliat  represent  the  lasting  con- 
r>  ntionnl  credit  of  maukiiui.” 

BTTRN,  JAMES  DAWSON. 

Commercial  enterprise  and  social  progress. 
L >ndon,  1858. 

BURN,  JOHN  ILDERTON. 

Familiar  letters  on  popidatioHy  emigratioUy  home 
colonization.  London,  lsd2. 

BURN,  BICHARD,  LL.H. 

The  History  of  the  Poor  Laws.  London,  1764. 

BURN,  RICHARD. 

Statistics  of  the  Cotton  Trade.  Loudon,  1847. 

BURNESS,  W. 

Essay  on  the  Elements  of  British  Industry^ 

1 mdon,  1848. 

BURNLEY,  WILLIAM  HARDIN. 

Observations  on  the  present  condition  of  the  Island 

0 ’ Trinidad.,  and  the  actiad  state  tf  the  experiment 
r>  ' Nigro  Emancipation.  Loudon,  1842. 

BURT,  ALFRED. 

Life  Assurance  ; an  historical  and  statistical  an- 
Ci  unt  of  the  population,  the  law  of  mortality,  and 
tl « different  systems  of  Life  Assurance.  London, 

1 .49. 

BURTON,  JOHN  HILL.  The  son  of  an  ofli- 
c r,  was  educated  for  tiie  Scotch  bar,  ami  passed 
a Ivocate  in  1881.  He  very  early  became  a zeal- 
o i>  .'Uipi.ortcr  of  Free  Trade  doctrines,  and  being 
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on  friendly  relations  with  Colonel  (now  General) 
Thmnpson,  contributed  to  the  Westminster  Re- 
view in  1888.  After  that  he  continued  to  support 
tliem  warmly  in  the  press,  and  became  accpiainted 
with  Mr.  Cobdt  n and  the  Manchester  juirty  in 
1838,  when  tliey  were  just  commencing  that  apjia- 
rcntly  hopeless  agitation,  Avhich,  from  a remark- 
able combination  of  circumstances,  received  so 
magnificent  a triumph  in  1846.  Besides  several 
Avorksoii  professional  subjects,  Mr.  Barton  super- 
intended the  publication  of  Jeremy  Beiitham's 
works,  to  which  he  has  prefixed  an  introduction, 
containing  an  estimate  of  his  system  and  liis 
merits.  He  has  also  published  in  general  litera- 
ture, The  Life  and  Correspondence  of  David  Hume, 
2 vols.,  1 846.  The  Lives  of  Lord  Lovat  and  Dun- 
can Forbes  of  C'tlloden,  1847.  Narratives  of  Cri- 
minal Trials  in  Scotland,  1852,  2'he  History  of 
Scotland  from  the  Rerolution  to  the  extinction  of 
the  Jacobite  insurrection,  1688 — 1748,  2 V’ols., 
1853. 

In  searching  among  the  cellars  of  the  Advocate's 
Library  in  Edinburgli,  Mr.  Burton  found  a chest 
containing  all  the  books  and  accounts  relating  to 
the  too  famous  Darien  scheme,  the  Mississippi 
}dan  of  Scotland.  A selectimi  of  these  were  pub- 
lished by  the  Bannatyuc  Club,  at  his  suggestion, 
in  1849. 

In  1854,  he  was  appointed  Secretary  to  the 
Prison  Board  of  Scotland. 

Political  and  Social  Economy,  its  practical  ap- 
plications, 1849. 

The  outbreak  of  tlie  French  revolution  in  1848, 
gave  a considerable  impulse  to  the  .•spread  of  So- 
ciali^tic  principles  among  the  working  classes  in 
this  country.  'J'his  work  was  written  to  counter- 
act the  mischievous  tendency  of  such  doctrines, 
and  is  essentially  [topulai*  in  its  character.  Jt 
very  properly  avoids  dealing  much  with  abstract 
doctrines,  but  explains  the  actual  working  of  eco- 
nomic principles  in  society.  NevertlieltMs,  al- 
though it  is  prolessedly  popular,  the  author  cannot 
help  occasionally  notidfig  abstract  iwinciples,  and 
on  such  occasii'iis  we  are  ha]ipy  to  see  that  Mr. 
Burton’s  doctrines  almost  invariably  coincide  with 
those  of  this  work. 

The  first  two  chapters  are  an  excellent  popular 
exposition  of  “ Jaibor and  at  ]).  23,  he  takes  the 
opportunity  of  shewing  the  fallacy  of  the  very 
generally  received  doctrine,  that  labor  is  the  mea- 
sure of  value.  “ Labor  is  a thing  too  varied,  ami 
: tlie  distinctions  between  its  difi’erent  aspects  are  of 
too  subtle  a character,  to  admit  of  its  being  made 
ail  actual  measure  of  value.  Speaking  of  the  labor 
that  seems  to  be  merely  mechanical,  shall  we 
measure  by  the  hicksmith,  the  machine  maker, 
and  the  chaser  of  the  precious  metals,  or  shall  we 
measure  by  the  [dougliiuan,  the  hamlloom  weaver, 
and  tlie  in  t maker  ? Tiie  former  class  make  sums 
varying  from  3s.  to  15s.  a day,  and  even  more; 
the  latter  keep  pretty  dose  to  the  level  of  Is. 
When  we  come  to  the  field  of  intellectual  labor, 
Ave  find  still  wider  differences,  and  soon  see  that 
it  is  impossilde  to  estubli.^h  labor  as  a practical 
measure.  To  speak  of  a thing  being  worth  a day’s 
labor  generally,  is,  adoi>tiug  the  vulgar  but  (fis- 
carded  pecuniary  measure  ot  value,  to  speak  of  it 
as  of  some  valuv  lietween  Is.  and  15s.  Nor  sljall 
we  be  more  successful  if  m g take  the  produce  of 
the  labor.  Who  can  comi)are  the  relative  worth 
of  iiloughiiig  a field,  the  weaving  of  a web,  and 


BURTON. 

the  making  of  a watch,  otherwise  than  by  the  sums 
they  U'ill  respectively  bring  Thus,  practically, 
before  it  can  itself  serve  as  a measare,  labor  must 
be  meted  ont  by  that  other  measure  of  value,  Avliich 
is  considered  so  uncertain — money.”  This  is  evi- 
dently the  very  doctrine  of  Aristotle  ; and  is  the 
very  point  which  we  maintain  (Labor;  Vai.ve), 
that  it  is  not  the  labor  Avhich  gives  value  to  a pro- 
duct, but  the  value  of  the  product  which  proves  the 
value  of  the  labor;  and  is  the  complete  refuta- 
tion of  the  doctrines  of  Ricardo,  Dc  Quincey,  and 
McChiilodi. 

I^Ir  Burton  then  describes  the  decaying  con- 
dition of  tlm.se  laborers  who  set  themselves  against 
the  irresistible  progress  of  invention  and  improve- 
ment. The  recent  unhappy  strikes  in  Lnndon, 
prove  but  too  Avell,  liow  greatly  the  doctrine.^  of 
this  chapter  have  still  need  to  be  inculcated  on 
the  working  classes. 

IMr.  Burton  tlien  goes  on  to  shew  tlie  error  of 
the  doctrine  that  the  field  of  productiveness  is 
limited,  and  points  out  that  it  is  the  multiplica- 
tum  of  the  wants  of  men  that  calls  forth  the 
increased  energies  of  the  industrial  population 
to  create  something  to  gratify  those  Avants.  His 
conception  of  productive  labor  is  entirely  in  accor- 
dance Avitli  our  oAvn,  (Capital;  Prodi’ctiox.) 
At  p.  51,  he  says,  “\Ve  lately  found  the  editor  of 
a newspaper  calling  Ids  oaaii  occupation  produc- 
tive, because  he  aided  in  producing  AAcekly  a 
broad  sheet  of  tangible  itrinted  paper,  AA'hile  he 
maintained  that  a great  public  singer  Avas  an 
unproductive  laborer.  A musical  enthusiast,  on 
tlie  other  hand,  avIio  took  an  hour  to  read  the 
ncAvspaper,  and  did  not  remember  many  hours 
afterAvards,  Avhen  it  had  gone  to  light  the  household 
fires,  the  politics  lie  luul  read  in  it,  said  that  the 
])ublic  singer  supplied  liim  Avith  ideas,  and  pro- 
iliicts  of  science,  and  pleasurable  emotions,  that 
would  last  him  all  his  life.  Whatever  society  pays 
for,  and  ought  to  }>ay  for,  may  fairly  he  considered 
as  productive  labor  for  our pre^>ent purpose;  for 
though  there  are  no  tiingible  objects  created  by  it, 
yet  it  contributes  in  the  end  to  the  increase  of  pro- 
duction. Whatever  tends  to  organize  and  civilize 
mankind  is  thus  jiroductive ; and  it  A\  onld  be 
diflicult  to  decide  Avluit  proportion  of  the  majestic 
fruits  of  civilization,  which  lie  CA'cry  where  around 
us,  Avc  OAA'e  to  the  judges,  avIio  by  their  strict  ou- 
forcement  of  the  laAA',  have  protected  private 
liberty  and  property  from  opjiression  and  jdun- 
der,  and  to  the  instructors  of  youth,  Avhe  have 
disciiilined  our  citizens  to  fulfil  their  respective 
parts  in  life.” 

Tliis  is  the  very  doctrine  avc  supjiort.  And  in 
his  chapter  on  Capital,  Mr.  Burton,  in  strict 
accordance  with  the  preceding  extract,  fully 
acknowledges  the  existence  of  incorporeal  capital. 
“ Let  ns  remember  that  capital  is  not  limited  to 
the  collections  of  thousands  of  pounds  invested  by 
the  monied  aristocracy;  it  exists  Avherover  man 
possesses  facilities  from  past  labor,  Avlielher  exer- 
cised by  himself,  or  by  those  Avho  alloAV  him  to 
Inwe  the  benefit  of  it,  for  laboring  to  better  ctfect 
ill  future.  A carpenter’s  Avell  equipped  tuol-cliest 
is  capital,  producing,  Avhen  combined  AA'ith  liis 
labor,  a far  higher  per  centage  than  the  sum  it 
cost  Avould  procure  for  an  idle  man  of  fortune. 
Education,  skill,  even  gotrd  principles,  are  capital: 
they  are  something  that  has  been  made  by  the  in- 
dividual Avho  enjoys  them,  or  by  others,  Avho  have 
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communicated  their  benefit  to  him.  The  savage, 
AA'hen  he  has  made  a bow,  and  fitted  it  Avith  a 
string  of  tAvisted  grass,  and  has  got  a iiniver  < J 
aiT0AA*s  made  Avith  reeds  and  jiointed  Avith  ebuny, 
is  a capitalist.  Fcav  could  be  in  a better  position 
for  e.stimating  the  efticacy  of  caintal  than  a Noav 
Zealander,  Avho,  dejiemliiig  on  his  native  bones 
and  muscles  for  obtaining  focal,  finds  himself  sud- 
denly possessed  of  a boAv  and  a qiih  er  of  arroAvs. 
All  that  is  saved  from  labor  past,  is  an  accelerator 
of  labor  future.  The  saving  from  ]iast  labor,  that 
enables  a father  to  train  his  son  to  a skilled  j»ro- 
fession,  is  capital,  though  he  should  neA*er  gi\'e 
that  son  a farthing  in  the  sliape  of  money.  If  the 
father  can  afi’ord  tlie  son  fcHjd  for  a feAv  years, 
that  he  may  gain  strength  for  bodily  labor,  this 
also  is  capital.  E\'erytliing  that  ciuIoaa-s  the 
human  being  Avith  mure  than  the  naked  forked 
animal,  Avhich  man  has  been  described  to  be, 
is  capital.  It  is  a great  advantage  to  any  one 
to  have  capital  made  to  his  liaiul — it  is  the  uni- 
formly acknoAvlcdged  felicity  of  possessing  a for- 
tune; but  there  is  ahvays  a person  Avho  has 
created  the  capital,  or  made  the  fortune : and  in 
ansAver  to  all  statements,  that  the  quantity  of 
lirodncthe  labor  depends  on  the  amount  of 
capital,  AVC  have  to  set  forth  the  existence  of  the 
productive  labor  that  has  created  the  cajiital.” 

This,  so  far  as  it  goes,  is  perfectly  accurate. 
We  have  sIicaa’ii  that  not  only  past  labor,  Avhich 
AA'e  may  call  positi\'e,  may  be  used  as  caiiital,  but 
also  its  opposite,  or  future  labor,  which  is  a nega- 
tive, may  also  be  used  as  cai>ital. 

Tavo  chapters  on  the  “ Working  Classes”  con- 
tain much  excellent  advice  about  strikes,  and  the 
condition  and  duties  of  the  working  claoses  to 
themselves. 

^Ir.  Burton  then  examines  the  duties  of  Avealtli 
and  landed  property,  and  discountenances  tlie 
' projects  AA'hich  some  ardent  Avriters  liaA'e  brought 
i forwards,  for  transforuiiug  the  country  into  pea- 
sant properties. 

A chai>tcr  on  “Population”  successfully  con- 
troA'erts  several  of  the  Malthusian  doctrines,  and 
shcAvs  the  fallacy  upon  Avliich  several  of  them 
rest.  (PopruATios.) 

I^Ir.  Burton  then  combats,  in  a commendable 
“ spirit  of  pure  hostility,”  the  Socialist  and  t^ml- 
munist  doctrines,  of  Avhich  he  a\'0AA's  liimself  the 
uncompromising  enemy  in  all  shapes  am!  forms. 

The  next  chaiitcrs  discuss  “tlie  limits  (»f  the 
function  of  tiie  State”  and  “education.”  In  the 
latter  the  author  thinks  tliat  chihlren,  avIiosc 
]>arents  cannot  afiord  it,  should  receiA’c  education 
at  the  imblic  expeu.se. 

A discussion  on  “Pauperism  and  the  Poor 
Laws”  and  “Emigration”  conclude  the  AA'ork. 

AVe  have  said  that  the  abo\'e  work  especially 
intended  as  a popular  exposition  of  the  subjects 
discussed  in  it.  We  have  reason  to  believe  that 
Air.  Burton  meditates  a more  cxteusiA'C  Avork  on 
a somcAvliat  similar  ifian;  we  would  canKMtIy 
urge  on  him  to  proceed  Avith  it  while  yet  there  is 
time. 

Report  on  arrestment  of  T17z^e.<f;  the  effect  of 
abolishing  imprisonment  for  small  debts;  and  the 
practice  of  truck  in  Scidland.  1853. 

This  is  a rejiort  prepared  in  obedience  to  the 
instructions  of  Lord  Advocate  Moncriefi’,  in  1853. 

I By  the  law  of  Scotland,  a creditor  may  not  only 
j proceed  against  his  debtor,  but  if  he  liuds  out  auy 
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terson  who  holds  any  money  or  property  of  liis 
lebtor’s,  he  may  arrest  it  in  his  hands.  This  prin- 
iple  is  nnknown  to  Enj,dish  law,  except  in  the 
' ity  of  London,  Avherc  it  is  called  “ forei^^n  attach- 
lent,"  and,  we  believe,  in  a few  other  i>laces.  It 
1 as,  however,  to  some  extent,  been  adopted  in 
; nifrland  recently.  This  facility  for  “arresting" 
1 ioney  in  the  hands  of  a third  person,  before  it 
< 3ines  into  the  hands  of  the  debtor,  has  opened  a 
( oor  for  a very  wide  extension  of  the  credit  sys- 
! *m  among  tlie  working  classes  in  Scotland  ; and 
t lore  is  no  doubt,  in  a great  many  instances,  has 
( lablcd  reckless  and  improvident  men  to  obtain 
c ‘edit,  where  they  never  would  otherwise  have 
(1  jne  so.  The  merits  ami  demerits  of  tliis  system, 

i a social  point  of  view,  have  been  fiercely  con- 
t sted.  And,  like  in  many  other  social  questions, 
t lere^is  undoubtedly  “much  to  be  said  on  both 
s ties,"  It  appears,  however,  chiefly  to  prevail  in 
t e western  counties  of  Scotland;  and  above  all 

ii  Glasgow.  In  consequence  of  this  system,  the 
h gal  processes  taken  out  against  working  |»ersons 
a e enormous.  In  Glasgow  alone,  in  1853,  they 
V ere  30,000  annually.  No  doubt  much  oppression 
o curred  in  individual  instances,  and  the  advau- 
ti  ges  of  the  system  were  much  called  in  question. 

In  1853,  Lord- Advocate  Moncrieff  appointed 
IV  r.  Hurton  as  commissioner  to  imiuire  into  the 
u-king  of  tlie  system,  as  well  as  the  methods 
ai  opted  to  evade  the  Truck  Act.  Mr.  llurton 
ir  ide  a tour  through  most  of  the  counties  south  of 
A itn-deen,  and  the  result  was  the  above  Report, 
w licli  places  a mass  of  information  before  the 
n uler,  which  we  do  not  believe  is  to  be  got  else- 
w lere.  The  contents  of  this  Report,  which  ought 
to  be  more  generally  known  than  it  is,  are  caleu- 
la  ed  to  excite  discussion  of  a very  interesting 
ai  d subtle  nature  among  all  those  who  pay  atten- 
tii  n to  our  social  organization,  and  on  which  it  is 
pt  ‘uliarly  difficult  to  come  to  any  decision  w'ith  j 
w ich  one  would  be  inclined  to  be  satisfied,  that 
Ik  had  arrived  at  certain  conclusions. 

Commmn's'm.  Edinburgh,  1 854. 

Reprinted  from  the  Encyclopaidia  Britannica,  is 
an  excellent  summary  of  the  history  of  Com- 
mi  nism. 

Emigration,  in  Us  practical  application  to  indi- 
vk  uah  and  communiiies.  Edinburgh,  1851. 

^he  British  Kmpire*  Loudou,  1856. 


BUSCHBECK,  A.  E. 

Bie  einrichtnng  von  ^Staats-Giro-Banken  in  der 
Preussichen  Monarchie,  Berlin,  1845. 

BTJSHE,  GERVASE  PARKER. 

Some  consideratiom  on  the  Income  Tax,  Lon- 
don, 1845. 

BTJSZ,  F.  J.  Aulic  Councillor  and  Professor. 
System  der  gearmmten  Armenpflege,  Nach 
dem  Werk  des  H,  Von  Gerando  und  nach  eignen 
Ansichten.  Stuttgard,  1845. 

BUTEL-DUMONT,  GEORGE  MARIE. 

Born  at  Paris,  20th  October,  1725.  An  advo- 
cate, Secretary  to  the  Embassy  to  St,  Peters- 
burg, and  filled  several  other  offices.  lie  trans- 
lated several  vorks  from  English,  and  was  an 
author  himself,  lie  died  about  the  end  of  the 
century. 

Histoire  et  commerce  des  Antilles  Angloises, 
1758.  * 

Traite  dc  la  circulation  et  du  credit.  Paris, 
1771. 

Theorie  de  luxe ; ou  Traite  dans  lequel  on  en- 
treprend  dHahlir  que  le  luxe  est  un  ressori,  non 
seulernent  utile,  mais  mime  indispensahlement  nc~ 
cessnire  d la  pro^pei'ite  dun  Eiat  Paris,  1771. 

Rechef'ches  historiques  et  critiques  sur  Vad~ 
ministration  puhUque  et  privee  des  terres  chez  les 
RomaniJt,  depnis  le  commencement  de  la  Repub- 
lique  jusqdau  sUcle  de  Jules  Char.  Paris,  1770. 

These  two  latter  works  ai*every  highly  praised 
by  Blanqui. 

BUTTERWORTH,  EDWIN. 

A statistical  sketch  of  the  County  Palatine  of 
Lancaster.  London,  1841. 

BYLES,  JOHN  BARNARD,  SIR.  One  of 

the  Justices  of  the  Common  Pleas. 

Sophisms  of  Free  Trade  and  popular  Political 
Economy  examined.  Loudon,  1850. 

Observations  on  the  Usuru  Laics.  London, 
1845. 

A practical  treatise  on  the  law  of  Bills  of  Ex- 
change, 7th  Edition.  London,  1857. 

BYTEMEISTER,  HEINRICH  JOHANN. 

Delineatio  rei  ministratica:.  Argentorati,  1744. 


(. 

. Irt  address  on  the  Corn  Laws.  By  a Protec- 
tio:  ist.  London,  1846. 

(. 

ilistoire  des  jnyaux  et  prhicipales  richesses  dc 
r O 'ient  et  de  V Occident.  Geneve,  1667, 

( . D. 

Hemoires  sur  T agriculture  du  Boulonnais,  et 
des  cantons  maritimes  voisins,  Boulogne,  1784. 

C D.  G. 

i bservations  on  the  re-adjnstment  of  taxation, 
and  the  substitution  of  a more  simple  mode  of 
coll  cting  a Revenue,  than  at  present  pursued.  In 
a le  ter  to  John  Maegregor,  Esq.  London,  1845.  I 


C.  P. 

The  Elements  of  the  Currency  plainly  stated  and 
practically  discussed.  London,  1856. 

Free  Trade,  its  moral,  social,  commercial,  agri- 
cultural, and  political  results.  London,  1852. 

An  inquiry  into  the  ISaiionalBebt  and  Sinking 
Fund.  London,  1856. 

The  politics  and  Political  Economy  of  weak 
governments.  London,  1858. 

Preliminaries  of  peace  between  Protection  and 
Free  Trade,  or  cheap  bread  compatible  with  both. 
London,  1852. 

Present  condition  and  future  prospects  of  the 
Country  in  reference  to  Free  Trade.  London, 
1846. 


C.  G. 

La  rhuJation  politique,  et  la  rholution  socxale. 
Paris,  1848. 

C.  H.,  Dr.  See  CnAMBEiiLEN,  IIcgh. 

C.  J.  See  Child,  Josiah. 

C.  J.  Jlerchant. 

Proposals  for  regulating  the  Silver  Coyne,  bear- 
ing the  charge  of  it,  producing  a circulation,  and 
securing  it  to  the  kingdom.  Loudou,  1696. 

C.  R. 

A treatise  concerning  the  regulation  of  the  Coyne 
of  England.  London,  1696. 

c.  s.  s. 

Corn  V.  Cotton.  Inscribed  to  the  Duke  of  Buck- 
insham.  London,  1843. 

c.w. 

An  alarum  to  England  to  prevent  its  destruction 
by  the  loss  of  Ti'ade  and  Navigation.  Loudou, 
1700. 

C.  W. 

England's  interest  by  trade  asserted.  London, 
1671. 

C.  W.  A Lover  of  Ids  Country. 

Trade's  destruction  is  England's  ruin.  Lon- 
don, 1659. 

C.W.  M.D. 

A proposal  for  raising  a fund  to  discharge  the 
debts  of  the  Nation.  Loudon,  17 — . 

CABANILLAS,  N. 

Recherches  pour  suhstituer  le  papier-moimaie  au 
numeraire.  Le  Mans,  1848, 

CABANIS,  PIERRE  JEAN  GEORGES. 

Born  at  Cosmac,  in  1757,  was  eminent  as  a phy- 
sician, a philosopher,  and  a writer.  lie  was  a 
member  of  the  Council  of  500,  and  after  the  18th 
Bniinaire  was  appointed  a member  of  the  Conser- 
vative Senate.  He  Vas  a member  of  the  Institute. 
He  died  6th  May,  1808. 

Essai  sur  les  secours  publics.  Paris,  1793. 

CABARRUS,  FRANQOIS,  COMTE  DE,  was 

born  at  Baj'Onue,  in  1752.  Being  destined  tor 
commerce,  he  was  sent  to  Saragossa  to  learn  Sj)a- 
nish.  He  established  liiinself  near  IMadrid,  ami 
became  acquainted  Avitli  Camponianes,  d’Olivades, 
and  other  Spanish  economists.  Upon  lus  advice 
the  minister  of  finance  created  government  notes 
bearing  interest,  which  had  a good  effect  in  re- 
storing credit.  This  having  succeeded,  tlie  Bank 
of  St.  Charles  at  Madrid  was  founded,  and  placed 
under  his  direction,  but  he  was  disgraced  in  1788, 
on  the  death  of  Charles  III.  Some  years  after- 
wards he  was  appointed  ambassador  to  France 
and  Holland.  In  1809,  Ferdinand  VII,  appointed 
him  minister  of  finance.  He  died  27th  Aj)ril, 
1810. 

Memoria  presentado  a S.  M.  para  la  formacion 
di  un  banco  naccional,  par  mono  del  excellentissimo 
Senor  Conde  de  Florida  Blanca,  su  primer  secre- 
tare  de  Estado.  Madi'id,  1782. 


Memoria  sohra  la  union  del  cojnmercio  de  Ame- 
rica con  el  Asia.  1784. 

Castas  sohre  los  ohstaculos  qne  la  natnralezza,  la 
opinion,  y las  leyes  oponen  a la  felicidad  puhlica. 
Madrid,  1780. 

CABET,  ETIENNE,  -was  born  1st  January, 
1788,  at  Dijon.  One  of  the  must  notitrious  so- 
cialists of  the  day.  Ho  is  the  son  of  a cooper,  and 
was  intended  for  that  trade  himself,  till  12  years 
of  ago.  His  father,  however,  gave  him  a good 
education,  and  he  studied  medicine  and  law,  and 
became  an  advocate  at  Dijon.  He  was  obliged 
to  leave  there  in  consc(pience  of  the  ardor  he  dis- 
plaved  in  defending  General  Veaux,  in  1816,  ou 
a charge  of  conspiracy  against  the  Bourbons.  He 
then  went  to  Paris  to'  pursue  his  profession.  lie 
took  an  active  part  in  the  revolution  ot  1830,  and 
he  was  soon  afterwards  appointed  avocat -general  of 
Corsica.  But  he  was  soon  recalled  on  accountof  the 
violent  democratic  opinions  he  avowed.  The  de- 
partment oftlicCole-dVirreturnedhim  to  the  Cham- 
ber of  De])Utics,  in  which  he  maintained  the  most 
violent  doctrines.  He  established  a newspai)er, 
Le  Populaire,  on  the  same  principles,  which  in 
Februarv,  1834,  having  contained  some  violent 
attacks  on  the  king,  he  was  tried  and  condemned 
to  two  years  imprisonment.  He  escaped  to  Eng- 
land. and  lived  there  till  1839. 

In  1841,  he  began  to  put  forth  his  peculiar  So- 
cialistic doctrines.  These  are  reduced  to  a regular 
treatise  in  his  Voyage  en  published  in  1842. 

(Socialism).  This  became  very  popular,  and  in 
1847  he  came  to  London  to  obtain  a grant  ot  land 
in  Texas  to  carry  out  hisscheme.  llavingsuccecded 
' in  this,  a party  of  his  disciples  started  for  the  settle- 
ment, against  his  advice,  as  was  said.  They  sut- 
fered  much,  which  becoming  known  at  Paris,  made 
a groat  outcry  against  him.  Cabet,  however,  set 
out  with  a new  band  of  disciples  at  the  end  of  the 
year.  The  Mormons  had  been  obliged  to  leave 
j Nauvoo,  and  in  May,  1850,  Cabet  was  allowed  to 
establish  his  colony  there,  M'here  it  is  said  still  to 
exist.  Cabet  is  sole  judge  and  ruler.  The  num- 
ber is  said  to  be  about  200.  Besides  a great 
number  of  pamphlets  ou  his  doctrines,  Cabet  has 
published, — 

Voyage  en  Icarie.  Paris,  1842. 

Vrai  communisrne.  Paris,  1847. 

Douz-leftres  sur  la  communaute.  Paris,  1845. 

Rhdisation  de  la  communaute.  Paris,  1847. 

Almaruich  Icarien.  Paris,  1844. 

CADOR.  SAMUEL  L’HOUMEAU,  born  at 

La  Rochelle  in  1816. 

Subsistences  ct  Populations.  Paris,  1 850. 

CAGNAZZI,  LUCA  DE  SAMUELE. 

Elementi  delC  arte  stutistica.  Naples,  1808-9. 

Saggio  suUa  papolazione  del  regno  di  Puglia 
ne'  passati  tempi,  i nel  presente.  Napoli,  1820. 

CAGNOLI,  OTTAVIO. 

Cenni  statistici  di  Verona,  e della  sua  pro- 
> viiicia,  colla  pianta  di  Veroim  nel  1849.  \erona, 

I 1849. 

I 

CAJANUS,  ERIC, 

llistorisk  och  eeconomisk  heskrifning  ofwer 
Cronoby  Sokn  uti  Osterbotn.  Abo,  1755. 
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CAIGNIART  DE  SATJLCY,  L.F.  JOSEPH. 

hsjifft  fit*  elassifirntioti  des  mnnutncs  autonumes 
PEspa^ne.  1840. 

ileclu  rrheH  snr  les  mounaies  de  la  cite  dc  Metz. 
v‘tz, 

Rt'rherches  snr  lefi  mnnnaieit  .v  el  Dues 

Bar.  raris,  184*). 

Reclarehes  .snr  les  monuaies  des  dues  here-- 
at  res  de  Lttrraine.  ls41. 

Hrrherches  sitr  les  monnais  des  Evtqnes  de 
etz.  Metz,  1845. 

DAIRD,  JAMES.  MM. 

Hi^h  farming  under  liberal  covenmds  the  lest 
istitHte  far  Proteetion.  Kdiuluir'^di,  1841). 
English  afrrknlture  in  1850-51.  Lomlon,  1851. 
High  farming  oindicuted  and  further  illustrated. 
iiibnrjrh,  1850, 

The  plautatian  seheme^  or  the  West  of  Ireland 
a field  fitr  iurestwent.  London,  1850. 

Vrairie  farming  in  America.,  with  nates.,  hif  the 
tp  on  Canada  and  the  United  States.  London, 


3AIRNES,  JOHN  E.  Wlmtely  professor  of 
litical  Economy  at  Trinity  Colle^a*,  Dublin,  ; 
1 professfu*  of  Jurisprudence  and  rulitical 
'moniy  in  Galway  C'oIIe^rc.  j 

The  Character  and  Logical  Method  of  Political 
onomif.  London,  1857.  j 

riio  object  of  this  course  of  lectures  is  to  I 
cuss  the  iiatnro,  objects,  and  limits  of  econo-  | 

’ science,  and  the  method  of  investigation 
•per  to  it  as  a subject  of  scientitic  study. 

\t  \\.  J,  Professor  Cairnes  enters  a protest,  in 
ich  we  are  happy  to  concur,  against  the  ex- 
sive  anthority  wliich  statistics  are  assuming  I 
■r  Political  Economy.  In  former  times  men  * 
died  principles,  but  now  they  seem  exclusively  j 
■ollect  statisrics,  and  even  to  consider  Political  | 
nunny  as  having  no  other  aim  than  to  exjilain  j 
tistics.  Now  there  is  no  science  in  which  ^ 
istics  are  not  of  immense  value,  when  pro- 
ly  used,  but  sciences  depend  upon  certain 
damental  ctmeeptious.,  and  not  upon  statistics, 
tistics  are  of  great  use  in  mechanics,  but  the 
damental  cuiiceptions  of  mecliaiiics  are  not 
ned  from  statistics:  so  statistics  maybe  of 
It  use  in  medical  science,  but  the  trcatiiumt  of 
ver  does  not  de])end  upon  statistics.  So  in 
itical  Economy,  statistics  are  alsoof  great  use, 
its  fundamental  conceptions  and  principles  in 
n ay  depend  ui)on  theitt.  Thus  statistics  must 
he  haiidiuaideaaudnot  themistress  of  Political 
liomv. 

'rofessor  Cairnes  says,  p.  3,  “The  technical 
,13  of  Political  Ecoiumiy  are  often  taken  from 
(dar  language,  ami  inevitably  partake,  in  a 
iter  or  less  degree,  of  the  looseness  of  collo- 
d usage.  It  is  not,  therefore,  to  be  expected 
economic  discussions  should  be  carried  on  < 
1 the  same  singleness  of  purj»ose,  or  severity 
xpressiou  and  argumentation — couseipieiitiy  i 
1 the  same  success — as  if  they  treated  of  the 
s of  number  and  extension,  or  of  the  pro])er- 
of  the  material  universe."  i 

o this  doctrine  we  must  enter  our  decided  ' 
est.  It  is  the  very  cause  of  tlie  science  being  i 
) controverted  a state  at  the  present  day,  that  < 
omists  have  not  really  examined  and  settled  < 
ncauing  of  the  words  they  use.  (Pkelimixary  | i 


CAIRNES. 

I Discovrse  ; Avioms  anh  Di: fimtioxs).  The 
technical  terms  of  many  of  the  other  sciences  arc 
I taken  fnan  commoii  discourse,  but  thev  are  care- 
' fully  appropriated  to  certain  meanings  in  those 
sciences,  and  always  used  in  that  single  sense. 

The  conse(|Ueiices  of  Professiu*  Cairnes’s  loose 
phraseology,  arc  very  si»on  apparent.  At  p.  7 he 
says,  “ I sliall,  therefore,  take  it  for  granted  that 
‘ wealth,’  tlie  subject  matter  of  Political  Economy, 
is  susceptible  of  scieiitilic  treatment."  Now  what 
is  wealth  ? Doe-i  Professor  Cairnes  include  incor- 
piweal  elements  as  well  as  material  mics  under 
that  title  ? A ([nestion  of  the  most  vital  imj>or- 
tance  in  Polilital  Ecoiiomv.  After  bringing 
forward  dcfinith'US  of  this  science  that  have  been 
propounded  by  various  writers  in  wiiitdi  he  sub- 
stantially agrees  proposes  his  own,  cither 
j this, — “Political  Economy  is  the  science,  which, 

I accepting  as  ultimate  facts  the  principles  of  human 
j nature  and  tlie  physical  laws  of  the  external  worhl, 

I investigate  the  laws  of  the  production  and  dis- 
tribution of  wealth,  which  result  from  their 
combined  operation;”  or  this — “Political  Econo- 
! my  is  the  scieiiee  which  traces  the  phenomena 
, of  tlie  production  and  distribution  of  wealth  iij) 

; to  their  causes,  in  the  principles  of  human  nature 
ami  the  laws  ami  events  of  the  external  worhl." 
j Now  let  us  observe  that  assuming  the  “principles 
of  human  nature"  and  “laws  and  events  of  the 
j external  world"  to  be  all  known  and  accepted  as 
I facts,  still,  neither  from  the  detiiiitions  otFerod,  nor 
I from  his  whole  ti  eatise,  can  vre  discover  what  he 
meansby  wealth.,  or  prodiiotiaiii  or  distribution,  each 
of  them  Avords  of  a fuiulamemal  importance.  We 
have  asked  abo\e  what  the  Professor  means  bv 
I Wealth  ; ^^'e  uo\'  ask  what  he  means  by  Produc- 
tion ? For  as  it  stands  we  have  nothing  to  inform 
us  Avhether  the  whole  science  of  agriculture  and 
manufactures  is  included  in  it.  One  of  the  funda- 
mental diflereiiees  between  the  school  of  Qiiesnay 
and  Adam  Smitli  lay  in  the  dilfercnt  meanings 
given  to  Production  and  Produt  tice  labor,  and  dif- 
h*rent  theories  of  taxation  liave  been  founded  on 
the  meanings  giv-m  to  it.  We  can  only  say  that 
this  detinitioii  of  Political  Econoni}^  leaves  us  in 
total  darkness  as  to  its  “nature,  objects  and 
limits," 

Professor  Cairnes  then  quotes  a passage  from 
Mr,  Mill,  in  which  Ave  do  not  think  he  has  very 
clearly  expressed  the  connection  betAveeii  Science 
and  Art.  Tlie  true  coimectiou  is  avcII  expressed 
by  Bacon,  Nov.  Org.  1.  3.  “Quod  in  coulem- 
platione  instar  causa;  est,  id  in  operatiune  instar 
regula;  est." — “'J’hat  Avhich  is  a principle  in 
Science  is  the  Rule  in  Art."  IIoAvever,  avc  shall 
reserve  some  discussion  on  this  till  further  on  in 
these  remarks. 

Professor  Cairnes  then  discusses  whether  Poli- 
tical Economy  L an  exact,  a positive,  or  an 
hypothetical  Science  ; as  Ave  have  so  fully  consi- 
dered this  question  in  the  Preliminary  Dis- 
covRsE,  Ave  shall  not  repeat  here  Avhat  is  there 
stated. 

Professor  Cairnes  then  classes  Political  Eco- 
nomy Avith  ^lechaiiics,  Astronomy,  Optics,  Che- 
mistry, Electricity,  and  the  Physical  Sciences, 
Avhich  have  reaeln  d t!ic  deductive  stage  (}i.  38), 
ami  truly  says  (p.  58),  that  the  course  of  in- 
quiry ill  theiiiAvill  be  analogous.  As  an  example 
of  an  economic  law,  he  takes  the  “ very  funda- 
mental law  in  Political  Economy  that  “ cost  of 
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production  regulates  the  cnhie  of  freely  produced  ' 
commodities^'  Avhkh  ho  maintains  toV>e  true.  Nut 
that  every  particular  instance  of  exchange  Avill 
be  governed  by  the  law  of  cost  of  inuduction  ; , 
but  he  says  that  it  is  the  constant  and  unfailing 
tendency  of  things  to  <lo  so.  IIoav  far  this  can  be  | 
accepted  as  a sdentiiic  truth  we  haA'o  fully  ex- 
examined  elseAvhere.  (Cost  of  Pkohuction  ; 
Prices,  Theory  of;  Contindity,  Laav  of). 

Professor  Cairnes  then  considers  “the  soiiitiou 
of  an  economic  problem  ami  the  degree  of  perfec- 
tion of  which  it  is  susceptible,"  in  Avhich  he  again 
maintains  that  Political  Economy  is  not  an  exact 
science, 

lie  then  devotes  a lecture  to  support  the  Mal- 
thusian doctrine  of  population,  in  Avliich  AA*e  do 
md  think  he  has  been  successful,  as  avo  think  that 
Malthus  has  not  correctly  stated  the  circuni- 
stiiuces  of  the  problem  (Capital;  Popvlatiox). 
Professor  Cairnes  then  adopts  the  doctrine  ot 
Malthus,  “ that  there  is  in  human  beings  a tmi- 
dency  to  multiply  faster  than  subsistence  is 
capable  of  being  increased."  (p.  1P2). 

In  his  la>t  lecture,  Professor  Cairnes  attempts 
to  restore  the  Ricardian  Theory  of  Rent.  e | 
shall  not  discuss  the  matter  as  it  is  fully  done  1 
under  Rent.  But  Ave  shall  only  observe  hoAV  the 
adoption  of  it  agrees  with  Professor  Cairnes’s  doc-  | 
trine,  tJiat  Political  Economy  is  to  be  treated  in  | 
a manner  analogous  to  the  Physical  Sciences. 
He  notices  the  theory  first  brougiit  forward  bA* 
Dr.  Anderson  in  1777  (Anderson),  and  further  ; 
developed  by  Ricardo.  Hoav  entirely  inadequate 
this  theory  is,  Ave  have  sheAvn  in  Rent.  ^ Hoav- 
ever,  Professor  Cairnes  implicitly  adopts  it.  He 
then  says,  p.  152,  “This  is  the  tlieory  of  Rent,  as  , 
expounded  by  Ricardo.  It  exi>laius  the  existence 
of  Rent  in  the  case  of  all  those  lauds  on  Avhich 
agricultural  produce  is  raised  at  less  than  liie 
greatest  cost  at  AA'hich  it  can  be  prohtably  pro- 
duced; but  it  explains  it  iii  this  case  only.  It 
has  accordingly  been  objected  to  this  tlieory, 
&c.,  &e.  It  must  be  admitted  that,  assnmiug  the 
facts  to  be  as  the  objection  implies,  the  theory  of 
Ricardo  fails  to  account  for  them  ; and  beyond 
(piestion,  the  facts  are  as  the  objection  implies. 
This,  hoAvcA'er,  is  no  reason  for  rejecting  the 
theory,  Avhieh,  as  I haA'c  just  shewn  you,  is  based 
on  facts  quite  as  certain  as  those  Avhich  are  urged 
against  it."  * * * . * 

“I  hav'C  mentioned  tAA'o  cases  of  Rent  in  Avhich 
the  ])hcuomenon  is  not  explicable  on  the  theory 
of  Ricardo.  I shall  hoav  mention  another.” 
have  quoted  these  jiassages  for  the  purpose  of 
seeing  hoAv  far  Professor  Cairnes  observes  his 
own  doctrine,  that  Political  Economy  is  to  be 
treated  in  the  same  manner  as  the  Physical 
Sciences.  IIoav  is  a theory  Avhich  is  only  capal  tie 
of  explaining  one  single  class  of  cases,  and  is 
ackuoAvledged  to  be  utterly  incapable  of  explain- 
ing three  other  classes  of  cuses,  analogous  to  auy 
theory  received  in  Physical  Science  ? And  Pro- 
fessor Cairnes  resolutely  adheres  to  it,  because  it 
can  explain  one  class  of  facts  ! ould  this  be 
permitted  lu  any  Physical  Science  whatever  ‘f 
If  this  is  to  be  itermitted,  Avhy  Avas  the  Ptolemaic 
Astronomy  OA'erthroAvn  It  As'as  fully  capable 
of  explaiiiiiig  a very  large  class  of  cases,  and  yet, 
because  there  Averc  others  it  could  not  explain,  it 
Avas  rejected.  If  this  mode  of  reasoning  is  to  be 
alloAveil  in  Political  Economy,  Avhy  Avas  the  cor- 
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puscular  theory  of  light  oA'ertlirOAvn  ? It  tally 
explained  a very  large  number  of  cases,  and  yet 
being  found  incapable  of  exidainiiig  others,  it 
Avas  rejected.  The  Ptolemaic  Astronomy  and  thr 
emissiini  theory  of  light  Avere  equally  based  on 
certain  “facts,"or  ])henoinena,  as  the  Uicaniiaii 
Tlieory  of  Rent.  AVliy  Avas  the  IMilogistoii  Theory 
of  Chemistry  overthroAA  a?  It  A\as  based  on  cer- 
tain facts. 

Noav,  Physicists  having  tried  each  of  the  aboA'e 
theories,  amhinding  them  incapable  of  explaining 
other  facts  ditferent  from  those  they  were  based^ 
upon,  have  uuauhuously  rejected  them  in  favor  ot 
gmieral  theories,  which  ha\^e  explained  all  cases. 
No  Physicist  ever  thought  of  Avriting  a Avork  oil 
astronomy,  in  which  one  set  of  phenomena  Avere 
explained  on  the  Ptolemaic  system,  and  another 
uu  the  Copernicau  system.  No  Physicist  ever 
Avrote  a treatise  on  optics  in  Avhich  the  emission 
theory  Avas  maintained  in  one  part,  and  the  Avave 
theory  in  another  part.  But  that  is  Avhat  Pro- 
fessor Cairnes  does  in  supporting  the  Ricardian 
Theory  of  Rent.  Ami  on  a greater  scale,  this  is 
the  very  objection  which  applies  to  the  Avhole 
Ricardian  system  of  Political  Economy.  It  is 
based  on  three,  if  not  four,  contradictory  tlieories 
of  A-aiue.  And  hoAv  any  man  educated  in  piiysi- 
I cal  science  can  fail  to  see  that,  or  hoAv  seeing  that, 

I he  can  continue  to  maiutaiii  it,  is  beyond  us  to 
imagiuc. 

Noaa%  let  us  not  be  mistaken.  AVe  fully  admit 
the  immense  practical  benefits  Adam  Smith, 
j Ricardo,  and  the  early  Ecomjmists  have  con- 
ferred upon  the  world.  To  them  be  all  due 
honor.  But  after  all,  the  character  of  their  AVork 
Avas  purely  destructive.  They  Avere  engaged  in 
a glorious  combat  to  liberate  mankind  from  the 
shackles  AA'hich  accuinulaled  error,  perverse  in- 
genuity, and  selfish  sophistry  had  iiu|tosed  u|ion 
them."  Their  principal  ertbrts  AA'cre,  therefore,  to 
OA'erthroAV,  and  to  do  t!iat,uo  A^ery  great  nicety  of 
expression  AA-as  necessary.  Tlie  accomplishment 
and  the  triumph  of  their  AVork  was  the  establish- 
ment of  Free  Trade. 

Many  persons  think  that  the  establishment 
Free  Trade  is  the  end-all  and  the  be-all  of  Poli- 
tical Economy.  But  that  is  a most  grievous  delu- 
sion. It  is  only  one  of  the  magniticent  ser\dces  it 
is  capable  of  rendering  to  mankind,  and  is  indeed 
only  the  basis  of  the  Science.  It  Is  only  clearing 
the  ground  of  rubbish,  and  laying  the  fouudaliou 
upon  Avhich  the  edifice  of  the  Science  is  to  be 
reared. 

The  rough  AA'ork  has  been  done,  but  the  finer 
AV'ork  has  A'et  to  be  done.  In  llie  discussions 
raised  since  the  days  of  Adam  Smith,  A'ast  mas>es 
of  truth  have  been  ascertained.  But  they  are  still 
hi  a crude,  fragmentary,  and  unconnected  state. 
They  are  merely  a mass  of  raAV  materials,  Avhich 
have  yet  to  be  reduced  into  harmony  and  order, 
and  consolidated  into  a gi*eat  systematic  edilice  uf 
science,  and  that  so  far  from  being  done,  lias 
scarcely  yet  been  even  attempteil.  And  it  can 
only  be  done  by  iiatieut  and  eoutiuuous  thought, 
and  by  endeavouring  to  discover  tliose  great  con- 
ceptions and  axioms  which  will  connect  these  dis- 
jointed and  fragmentary  masses  of  ascertained 
truths.  That  this  is  tlie  only  method  that  can 
ever  succeed,  no  one  coiiA’crsant  Avith  the  history 
of  physical  science  can  deny,  and  yet  so  far  from 
having  been  attempted  by  the  chief  Avriters  on 
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] olitical  Economy,  it  has  been  positively  dLscoun- 
t nancfd  by  them.  But  that  is  manifestly  the 
d ity  of  future  Economists. 

In  an  Appendix,  Professor  Cairnes  has  done  us 
tl  e honor  to  sin^rle  us  out  for  special  attack,  and 
fj  un  the  challeu;:e  he  has  tlirowii  out  to  us  we 
P all  see  how  far  he  has  really  understood  the 
d ictrine  of  the  Economist,  whose  champion  he 
h IS  declared  himself. 

After  three  pastes  of  verbal  cavilling,  of  wlncli 
h is  welcome  to  make  the  most,  he  says,  p.  1 7G, 
“ Uut  a word  witli  regard  to  Mr.  ^Maeleod’s  capa- 
ci  :y  of  understanding  the  anlhors  whose  writings 
h treats  so  contemptuously.  A large  2)ortiou  of 
h 3 intro<lnction  to  his  second  vol.  (i.  e..  Theory 
rt.  d Praetice  of  Bankhty:')^  is  devoted  to  an  attempt 
t(  controvert  the  received  doctrine  which  attri- 
b tes  to  ‘cost  of  production'  a governing  influ- 
ei  ce  on  the  value  of  certain  classes  of  commodi- 
ti  3.  ‘Political  Economy,'  he  say. s,  ‘can  never 
at  vance  a step  until  this  arch-heresy  be  utterlv 
rt  itcd  out.’  Well,  what  is  his  contradiction  of 
tl  i ‘ arch-lieresy ‘f’  Here  it  is  given  in  capitals. 

ALCE  DOES  NOT  SPRING  FROM  THE  LaboR  OF 

Tl  E Producer,  bi  t from  the  Desire  of  the 
C <NSCMKR.  To  allege  that  value  springs  from 
til  ? Jabtir  of  the  producer,  is  exactly  an  analogous 
er  or  in  Political  Economy  to  the  doctrine  of  the 
fi:  ity  of  the  earth  in  Astronomy.’ 

‘ Granting  that  the  analogy  is  iierfcct  (though  I 
CO  ifess  I am  unable  to  ]>erceive  it),  will  Air. 
M icleod  inform  us  who  has  said  that  ‘ Value 
sp  -ings  from  the  labor  of  the  producer  ? ’ ” 

Is  Ih-ofessor  Cairnes  in  jest  or  in  earnest  ? Has 
he  ever  read  Hicanlo  and  the  Economists  of  his 
sc  ;ool  ? We  only  lake  afeic  passages  tfom  them. 

riuis  Ricardo  says,  Principles  of  Political  Eco- 
no ny  and  Taxation^  ^rd  edit.,  p.  Id — 

‘ In  speaking,  however,  of  labor  as  being  the 
fo,  tidation  of  all  value,  &c.” 

Vt  page  19 — 

‘ To  convince  ourselves  that  this  (e.  p.,  labor) 
is  he  foundation  of  exchangeable  value,  &c.” 

Vt  page  320 — 

■Value  then  essentially  differs  from  riches,  for 
va  ue  depends  not  on  abundance,  but  on  the  dif- 
fic  ilty  or  facility  of  pivductioii.  The  labor  of  a 
mi  li(m  of  men  in  manufactures  will  ahvays  pro- 
du  e the  same  volne,  but  not  always  the  same 
ric  les.  By  the  invention  of  machinery,  by  im- 
pn  vements  in  ^kill,  by  a better  division  of  labor, 
or  ty  the  discovery  of  new  markets,  where  more 
cad  anlageoiLS  exelunigos  may  be  made,  a milium 
of  lien  may  prnduce*  duiible  or  treble  the  amount 
of  riches,  of  ‘ nece^^aries,  conveniences,  and 
am  isements,’  in  one  state  of  society,  that  they 
Col  )l  produce  in  another,  but  tliey'will  not,  on 
tha  account,  add  anything  value ; for  every- 
thi  g rises  or  falls  in  value  in  jiropurtion  to  the 
fac  lity  or  ditHciiltv  of  jiruducing  it,  or,  in  other 
wo  ils,  in  proportion  to  the  quantity  of  labor  em- 
plo  ed  on  its  production.” 

J t page  323 — 

‘ Tiiat  couinmdity  is  alone  invariable,  which  at 
all  iines  requires  the  same  sacriiice  of  toil  and 
lab<  r to  produce  it.” 

1 hesc  passages  seem  to  us  pretty  plainly  to 
dec  are  that  value  sjirings  from  the  labor  of  the 
pro  ,ucer;  but  let  us  see  what  some  of  the  disciples 
of  t e Ricardian  school  say. 


Thus  Mr.  McCulloch,  in  his  Introductory  Dis- 
course to  the  h ealth  of  Xatio ns,  says,  p.  xxxii — 
“Locke  has  lure  all*  but  established  the  funda- 
mental princijile  which  lies  at  the  bottom  of  the 
science  of  Wealth.  Had  he  carried  his  analysis 
a little  further,  ho  could  hardly  have  failed  to 
perceive  that  water,  leaves,  skins,  and  other  spon- 
taneous fu’odiictions  of  nature,  have  no  value, 
except  what  they  owe  to  the  lab<»r  required  for 
tlieir  appropriathm  . * * * An  object  which 
may  be  appropnated  or  adapted  to  our  use,  with- 
out any  voluntary  labor  on  our  part,  may  be  of 
the  very  higliesi  utility ; but  as  it  is  the  free  gift 
of  nature,  it  is  quite  impossible  it  can  have  the 
smallest  value.” 

And  Note  If.  p.  438 — 

“ When,  however,  it  is  said  that  the  labor  of  man 
is  cither  iinmediatcly  ami  directly,  or  remotely 
and  indirectly  the  chief  source  and  limiting  prin- 
ciple of  exchangeable  value,’’ 

Did  Professor  Cairiu-s  ever  read  Air.  AIcCuI- 
locli's  Theory  of  Absenteeism,  and  what  is  Ids 
opinion  of  it? 

Did  I’rofessor  Cairnes  ever  read  The  Templars 
Dinloirnes,  by  De  Quincey,  whicli  have  always  been 
considered  as  the  very  quintessence  of  the  doc- 
trines of  the  Rie  irdian  School  ? (De  Qi:incev). 

^ These  passages,  among  numbers  that  might  be 
cited,  seem  to  ns  iilainiy  to  declare,  that  value 
spriiifTsfrom  the  labor  of  the  producer.  But  lot  us 
1 see  what  impres>ion  the  doctrines  of  Ricardo  have 
I made  on  other  writers.  Let  us  take  Alalthus  tirst. 

Alalrluis  says,  Dejinitions  in  Political  Economu, 
p.  183— 

“Air.  Ricardo,  therefore,  quite  consistently  with 
I his  own  hypothesis,  considers  a commodity,  the 
j Jiruducing  labor  of  which  has  doubled,  as  having 
I increased  to  double  its  former  value.  It  lia.s  in- 
creased in  relation  to  a standard  wldeli,  according 
to  him,  is  the  Sfdr  cause  of  valueP 

Air.  Jennings,  Social  JJelusions,  p.  12,  says— 

“To  whatevei  degree  of  opulence  the  society 
might  advance,  it  cannot  be  conceived  that  lie 
Would  consent  to  abandon  these  principles  in  favor 
of  any  of  our  popular  dogmas  derived  from  I lie 
great  fundamental  fallacy,  that  all  value  is  derived 
i from  human  labor P 

Also,  p.  (>6 — 

“ AVe  liave  air*  ady  seen  that  as  one  school  for- 
merly taught  that  all  value  is  centred  in  money, 
and  another  that  it  is  centred  in  land,  so  at  the 
present  day  the  .“^chool  of  Adam  Smith,  Ricardo, 
and  AlcCulloch  teaches  us  tliat  it  is  entirely 
centred  in  labor,”  &c. 

I.et  us  also  see  what  impressiou  Ricardo's  doc- 
trine makes  on  an  eminent  foreign  writer.  Bastiat, 
Harmonies  Ecomoniques,  De  la  Vuletir.  p.  131. 
Edit.  185J,  says — 

“Aiiisi  le  primipe  de  la  valeur  cst  pour  Smith 
dans  la  luaieriulile  et  la  durce,  pour  Nay  dans 
I’utiliie,  pour  Ricardo  dans  le  Travail,  &c.” 

We  think  we  have  now  suthciently  answered 
Professor  Lairnes’s  question,  “who  lias  said  that 
value  springs  from  the  labor  of  the  producer?” 
And  perhai>s  he  may  now  see  the  analogy  wc 
draw  between  that  doctrine  and  the  doctrine  of 
the  fixity  of  the  earth. 

That  doctrine  maintains  that  diamonds  are 
valuable  because  a great  deal  of  labor  has  been 
bestowed  in  scan  hiiig  for  them.  We  maintain 
tiiat  a great  depl  of  labor  is  bestowed  upon 
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searching  for  them,  because  they  are  valuable. 
The  Ricardian  school  atlirms  that  Labor  is  the 
cause  of  Value;  we  maintain  that  Value  is  the 
cause  of  Labor,  which  is  the  reversal  of  the  whole  . 
Ricardian  system  of  Political  Economy.  It  ap- 
pears to  us  that  this  is  as  gi’eat  a revolution  in 
Political  Economy  as  it  was  in  Astronomy,  when 
the  doctrine,  that  the  Sun  goes  round  the  Earth, 
W'as  changed  into  the  Earth  goes  round  the  Sun. 
Does  Professor  Cairnes  now  sec  any  analogy  ? 
The  Professor  then  says,  “ Air.  Alacleod’s  refu- 
tation of  the  doctrine  that  ‘cost  of  production  re- 
gulates value'  is  therefore  simply  a refutation  of 
his  own  extravagant  misconception  of  it.  * * * 
AVhen  a writer  thus  shews  an  entire  inability  to 
comprehend  the  meaning  of  authors  of  such  re- 
markable perspicuity  and  power  of  ex]>rcssion  as 
Mr.  Ricardo  and  Air.  J.  S.  Mill  (for  I will  not 
suppose  that  he  intentionally  misrepresents 
them),  his  competency  for  the  task  which  he  has 
undertaken,  of  reconstructing  the  science  of  Poli- 
tical Economy,  may  be  imagined.  It  is,  of 
course,  luinec'essary  to  notice  his  ‘arguments’ 
in  refutation  of  the* doctrine  in  question.  It  -will 
be  time  enough  to  do  so  when  he  shews  that  he 
understands  the  principles  he  assails.” 

It  appears  to  us  that  Professor  Cairnes  has  yet 
something  to  learn  of  the  nature  of  the  doctrine 
he  has  undertaken  to  maintain,  as  well  as  some- 
thing of  the  method  of  treating  Political  Economy 
in  the  spirit  of  Inductive  Science.  At  all  events, 
we  have,  w^e  think,  done  enough  to  obtain  a notice 
from  Professor  Cairnes  of  our  “arguments”  in 
refutation  of  the  doctrine,  which  he  may  see 
under  Cost  of  Production. 

Professor  Cairnes  calls  us  “sciolists  and  smat- 
terers,  w ho  may  always  be  expected  to  \yrangle.” 
It  may  be  so;  but  our  opinions  in  Political  Eco- 
nomy coincide  with  those  of  Socrates,  Aristotle, 
Burke,  Samuel  Bailey,  Whately,  Bastiat,  and 
Chevalier,  and  that  must  console  us  for  being 
under  the  censure  of  Professor  Cairnes. 

CALDER,  FREDERICK. 

The  proposed  decimal  coinage,  and  its  applica- 
tion to  the  various  rules  of  arithmetic,  with  an  ex-  \ 
planation  of  the  Chinese  Abacus.  London,  1854. 

CALDWELL,  ROBERT.  Merchant. 

The  Gold  era  of  V^ictnria,  being  the  present  and 
the  future  of  the  colony,  in  its  commercial,  statis- 
tical, and  social  aspects.  London,  1855. 

CALENGE. 

Des  differents  banques  de  V Europe.  Paris,  1806. 

CALINDRI,  GABRIELLE. 

Saggio,  statistico,  storico,  del  Pontijicio  stato. 
Perugia,  1829. 

CALLENDER,  WILLIAM  ROMAINE. 

The  commercial  crisis  of  1857,  its  causes  and 
results,  Loudou,  1858. 

CALONNE,  CHARLES  ALEXANDRE  DE, 

was  the  son  of  the  President  of  the  Parliament  of 
Douay,  and  was  born  there  on  the  20th  January, 
1734.^  His  father  destined  him  for  the  same  pro- 
fession as  that  in  which  he  had  acquired  consider- 
able distinction.  He  was  early  advanced  to  the 
office  of  avocat-gcueral  before  the  principal  court 


of  Artois,  and  soon  afteiwvards  to  that  oi  pro- 
curcur-general  before  the  Parliament  of  Dona\ . 

In  1763,  he  was  made  master  of  requests  betore 
tiiat  Parliament,  and  in  1768  intendant  of  Aletz. 
Ilis  talents  for  administration  procured  him  ad- 
vancement to  the  more  important  province  ot 
Lille.  He  w^as  posse.'ised,  to  a very  eminent 
degree,  both  of  the  solid  capacity  for  business 
and  of  the  dazzling  brilliancy  of  conversation  and 
manner,  which  were  peculiarly  suited  to  gam  him 
influence  with  women,  who  were  then  so  jiowertul 
at  Paris.  By  this  means  he  enlisted  in  his  favor 
the  interest  which  procured  him  his  next  appoint- 
ment. , , , 

Turgot  and  Necker  had  successively  endea- 
voured to  stem  the  growing  deticieney  iii  the 
finances.  But  their  measures  of  reform  were  dis- 
tasteful to  the  greedy  and  selfish  courtiers,  ami 
they  had  been  driven  from  power.  Xecker  had 
retired  in  1781,  and  two  short  ministries  suc- 
ceeded him.  At  last,  in  October,  1783,  matters 
became  serious,  and  the  women  raised  a cry,  that 
Calonnc  was  the  onlv  man  who  could  sa\c  the 
country.  M.  D’Harvelay,  the  banker  to  the 
Court, "w'hose  wife  Avas  the  very  intimate  friend  of 
Calonne,  strongly  urged  his  uoininatioii  on  the 
king.  Calonne  was  distasteful  to  the  king  ami 
queen  from  his  character,  and  he  Avas^  \'ei*y  un- 
popular AA'ith  the  public  troin  some  nnfaii  conduct 
he  had  been  guilty  of  with  regard  to  some  other 
otiicials.  But  the  influence  of  the  ladies  Ava.s 
irresistible,  and  he  Avas  appointed  Conirohur 
Ghicral,  or  Prime  Minister,  on  the  3rd  October, 

1783. 

The  former  ministers  had  fallen  from  the  un- 
popularity they  createil  by  tlieir  attempted  re- 
treucluneuts.  Calonne  tried  the  opposite  courM'. 
When  he  came  into  otlice  things  were  certainly 
desperate.  The  Avliole  sum  in  the  treasury  Avas 
£48.  Ilis  credit  Avith  the  tinauciers  enabled  li ini 
to  raise  loans,  though  at  IieaA-y  interest.  While 
Turgot  and  Xecker  had  endeavoured  to  reduce 
the  expenditure,  and  thus  raised  themselves  ho^ts 
of  enemies,  Colonue  determined  that  every  one 
should  be  gratified.  A succession  ol  public  fete.s 
pleased  the  populace,  and  public  works  Avere  set 
agoing  to  employ  the  Avorkmen ; though  as  one  of 
them  Avas  a custom-house  Avail  round  Paris,  the 
citizens  Averc  not  particularly  AA'ell  plea'^ed.  The 
great  docks  at  Cherbourg  Avere  commenced,  Avhich 
roused  the  jealous  vigilance  of  Burke,  and  Avhich 
have  only  just  been  completed  in  our  oavu  day. 
The  least  consideration  Avill  shcAV  that  this  ex- 
penditure Avas  of  the  most  misciueA’ous  nature,  as 
it  was  all  iinreproductive,  and  should  only  have 
been  incurred  out  of  an  OA'erfloA\‘ing  income,  ami 
not  out  of  a deficient  one.  The  king  and  (piceu 
AA-ere  conciliated  bv  the  purchase  of  a palace  for 
each.  And  Avhcirtlie  latter  exiiresscd  a wi&h  to 
him,  he  gallantly  replied,  ‘;If  it  is  possible,  it  is 
done;  if  it  is  impossible,  it  shall  be  done.  lo 
1 his  lady  friends  he  st*nt  bons-bons  Avrajiped  up  in 
Bank  notes.  For  some  time  every  one  Avas  dazzled 
Avilli  the  hiA'ish  expenditure,  Avhich  AA’as,  in  tact, 
onlv  hurrying  the  State  faster  into  the  abyss. 

Xevcrtheless  Calonne  never  concealed  the 
reality  from  himselt,  nor  from  the  King,  He 
I frankly  told  the  King  that  the  State  avus  only 
supported  by  trickery,  ami  borrowing  100  iml- 
! lions  a year.  The  financiers,  of  course,  Averc 
I not  so  easily  blinded  as  the  people,  and  loans 
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b caino  incronsin^^ly  ditUcult  to  raise.  Calonno 
s;  \v  that  tlui  biibI>!o  must  soon  burst,  and  hn  laid 
a paper  botbre  tlie  Kiuij  in  1785,  containin'^  a 
fit  leme  of  the  most  startlin^f  audacity.  He  pro- 
P'  sed  an  entire  reform  of  the  monarchy.  He 
p oposed  that  all  the  provinces  should  be  assimi- 
la  ed  ill  their  laws ; that  all  custom-houses  be- 
t\  ecu  them  should  be  abolished ; that  each  should 
hi  ve  a representative  assembly ; that  all  e\emp- 
ti  ns  from  taxjition  should  be  abolished;  that  the 
ta  Ih  and  the  should  be  diminished,  the 

]n  ice  of  salt  lowered,  and  the  ct)/-r<'e  abolished. 

I carry  out  tlu.s  revolutimt^  the  Notables  M ere  to 
hi  summoned.  The  state  of  affairs  M'as  to  be  laid 
b(  ore  them  M'itliout  concealment  or  disirtiise,  and 
th  y were  to  be  invited  to  make  a sacrifice  of  their 
ex  dusive  privilej^es,  and  surrender  their  exemp- 
tii  n from  taxation,  for  the  juiblic  good.  Hy  these 
m aiLs,  Calonne  proposed  to  make  an  entire  re- 
foi  m of  the  taxation,  and  he  calculated  tliat  the 
ill'  ome  M'ould  be  made  to  equal  the  expenditure, 
an  I the  State  brought  out  of  all  its  dithculties. 

A e are  at  a loss  to  conceive  wiiether  this  was 
tin  last  .struggle  of  a desperate  gamester,  or  the 
Col  nsel  of  a profound  statesman.  It  seems  clear 
th;  t the  plan  propo.sed  M'onld  have  extricated  the 
St;  te  from  its  embarrassments,  and  Mmnid  have 
sai  ed  the  Monarchy.  But  M'ith  the  examples  of 
Til  -got  and  Xecker  before  him,  Avas  he  so  ignorant 
of  he  intense  seltishness  of  the  aristocracy  as  to  i 
sii]  pose  that  they  Avould  ever  agree  to  sucli  pro- 
l<o:  ds?  Even  if  the  Notables  did  agree  to  them, 
lue  - could  they  give  tlie  force  of  law  to  such  a 
fui:  iamental  change  in  the  Unvs  of  the  kingdom? 

' 'be  impending  proposals  Avere  secretly  dis- 
cus ied  between  the  king  and  only  two  or  three 
of  he  ministry  during  1786.  The  Queen  e\TU 
Ava  kept  in  the  dark.  At  last,  on  the  :2I)tii  De- 
ceu  her,  1786,  the  imblic  were  taken  by  surprise 
bv  I decree  summoning  the  Xotables  to  meet  at 
Ve  saillesou  the  29th  January,  1787. 

V'hen  the  day  came,  the  Notables  met  at 
Ve  ^ailles,  but  there  were  no  preparations  made 
to  1 ?ceive  them.  This  irritated  them.  At  hist, 
on  he  22nd  of  February,  a meeting  Avas  held. 
Tie  measure  being  adopted,  it  must  be  allowed 
tiia  Calonne  carried  it  out  Avitli  unliiiiching 
con  age.  The  state  of  the  kingdom  Avas  laid 
bef(  re  them  in  all  its  appalling  danger.  lie  guA'e 
thei  1 a Iiistory  of  the  ti  nances  for  the  preceding 
40  'ears.  The  false  disguise  of  prosperity  in 
Avhi  h they  had  been  Avrajiped  by  successiA'e 
mill  stries  Avas  stripped  off.  In  1764,  the  annual 
defi  it  Avas  already  40  millions;  in  1781,  it  had 
inci  ‘a.<ed  to  56  millions,  at  the  time  AA'hen  Necker 
had  published  a st;itement  shewing  a surplus  of 
10  Millions.  During  this  time,  loans  had  been 
coni  Jiuaily  contracted,  and  no  provision  had  been 
mat  3 for  paying  them  off.  JJetM'een  1776  and 
178  loans  had  been  contracted  to  the  amonut  of 
1,25  » millions,  AAdiich  no  provision  had  been  luude 
to  r ileem.  In  tlie  current  year  the  delicieiicy 
Avas  not  less  than  125  millions.  Calonne  having 
thn>  laid  the  critical  circumstances  of  the  country 
bcfii  V the  assembly,  brought  forAvard  his  plans 
of  r form. 

II  a A olcauo  had  suddenly  opened  in  the  centre 
of  I aris,  it  could  scarcely  Inive  caused  gi’eater 
tern  r and  consternation,  than  the  expose  of 
Cal'  me.  The  financial  statements  countersigned 
by  o many  ministers  for  so  many  years,  Avere 


I noAv  shcAvii  to  be  so  many  impostures.  The 
notables  Avere  fcrioiis  at  the  demand  upon  tliem 
to  give  up  their  privileges.  A universal  storm 
burst  out,  headed  by  NeckeCs  friends.  Calonne 
Avas  driven  from  ])OAver.  The  last  chance  of 
saving  the  country  Avas  fliroAvu  aAvay,  and  thence- 
forth France  ru>Iied  headlong  into  the  revolution, 
Avhich  soon  SAvept  aAvay  king,  notables,  aristo- 
cracy, church,  privileges  and  all. 

In  August,  1787,  the  rarliainent  ordered  their 
Procureur-Geuf ral  to  institute  a prosecution 
agaiii.st  the  falloii  minister  for  malversation  in 
office.  But  gay  and  jesting  to  the  last,  he  lei- 
surely retired  through  the  provinces,  first  to 
Handers,  and  then  to  England. 

He  stiff  continued  in  the  contidence  of  the  kim% 
aiid  in  1791  he  drew  up  a plan  for  the  iiiA'asiou  of 
hrance  by  the  united  poM'ers  of  Europe,  to  deliver 
the  Koval  lamilyfrom  the  thraldom  in  Avhich 
they  Avere  kept  by  the  republican  party.  He 
strongly  opposed  the  tliglit  of  the  king,  Avhidi 

could  only  destroy  the  royalist  and  coiistitiitiunal 
party. 

In  1792,  the  situation  of  the  king  became  dailv 
more  painful,  ainl  Calonne  AA'annly  urged  on  tlie 
advance  of  the  allied  armies  to  Kiris,  to  deliver 
j him.  In  July,  h.-,  Avith  the  Marquis  Lemon,  drew 
np  that  fatal  prodaniatioii  which  Avas  published 
by  the  Duke  of  Brunswick,  Avhich  gave  so  great 
an  ad\’antagc  to  the  most  violent  party  by  makiii"- 
them  appear  the  most  patriotic,  and  Avhidi  un- 
doubtedly hurried  on  the  destruction  of  the  kin•^ 
Calonne  li\'ed  in  England  tiff  1802,  and  pub- 
lished scA'eral  pamphlets,  AA'hich  are  of  great  use 
m explaining  the  Hnandal  condition  of  France 
Napoleon  permitted  him  to  return  to  France 
where  he  died  one  month  afterAvards,  on  the  JOtli 
October,  1802. 

Besides  several  memoirs  addressed  to  the  kiiif' 
of  great  historical  interest,  Calonne  published—*^’ 
Correspondence  de  Necker  et  de  Calonne.  1 787. 
Requete  au  Roi.  London,  1787. 

I Reponse  de  Calonne  u Vectit  de  Necker,  Lon- 
don, 1788. 

Lettre  de  Calonne  au  Roi.  1789. 

Seconde  lettre  de  Calonne  au  Roi.  1789. 

Note  sur  le  Mernoire  remis  par  Necker  au  comitc 
des  suhsistances.  London,  1789. 

De  r etat  de  la  France  tel  (pi'il  peuty  et  tel  quil 
doit  ctre.  London,  1790. 

Ohsercations  sur  les  Jinances.  London,  1790. 
Esquisse  de  VUot  de  la  France.  1791, 

Des  Jinances  puhliques  de  la  France,  Loudon, 
1797. 

CALVERT,  JOHN  W. 

The  merits  and  tendencies  of  Free  Trade,  and 
Protection  respecticehj  ince.di,u:oted,  and  measures 
of  amendment  suggested.  l..oiidun,  1850. 

CALVERT,  ROBERT.  NI.D. 

An  exposition  of  the  laws  of  Social  Economu, 
Loiuloii,  1861. 

CALVIN,  JEAN.  This  celebrated  divine  may 
be  cited  as  one  of  the  first  persons,  if  not  the  first 
AA'ho  suAv  through  the  folly  of  the  iuiiA'ers;d  preju- 
dice against  the  imaginary  crime  of  usury.  He 
M'as  born  at  Noyon,  in  Ficardy,  on  the  lOtli  JuB' 
1509,  and  died  on  fhe  27th  oAlay,  1564. 

Tlie  question  ol  the  laAvfulness  of  usury  was 
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submitted  to  his  judgment,  and  m'c  give  au  abstract 
of  his  reply,  as  it  is  the  first  instance  M^e  know  of 
common  sense  having  been  brought  to  bear  on  the 
question,  and  it  Avill  be  seen  bow  he  anticipated 
Bentham’slineof  argument.  {Epistolee.^  Responsa. 
Geneva.,  1575,  p.  355). 

On  the  question  of  the  lawfulness  of  usury  being 
submitted  to  him,  he  replies  that  it  is  not  entirely 
condemned  in  any  part  of  Scripture.  The  sense 
of  the  precept  of  Christ  (Luke  vi.)  had  been  per- 
verted. The  law  of  Moses  Avas  political,  and  not 
to  be  stretched  beyond  Avhat  men  and  equity 
AA'ould  bear.  There  Avere,  indeed,  certain  pas- 
sages of  Scripture  in  AA'hich  the  Holy  Spirit  in- 
veighs against  usury.  As  in  Psalm  Iv.,  12,  ho 
describes  a Avicked  city,  Avhere  usury  Avas  jiractised 
in  public.  But,  in  fact,  the  IlebrcAv  Avord  meant 
fraud  in  general,  and  could  not  be  applied  to  usury. 
It  is  true  that  usury  M'as  mentioned  by  name,  by 
tlie  Avriter,but  that  Avas  because  fraud  and  cruelty 
so  often  accompanied  it.  Ezekiel,  it  is  true,  goes 
further  (xxii.,  12),  aud  specifies  usury  as  one  of 
the  crimes  AA'hich  had  kindled  the  Avrath  of  God 
against  Israel;  but  he  uses  tAvo  Avords,  one  of 
Avhich  moans  usury,  aud  is  derived  from  the  same 
root  as  signifies  to  devour^  aud  the  other  means 
increase  or  addiiion. 

He  sheM's  that  the  JcAvish  laAA’s  and  polity  AA  Ore 
adapted  to  the  JeM's  only,  ami  that  modern  society 
in  no  AA’ay  resembles  the  condition  of  the  Jcaa's,  to 
Avhom  usury  Avas  forbidden. 

He  treats  the  reasons  of  St.  Ambrose  and  Chry- 
sostom as  of  very  slight  Aveight,  and  then  says : — 

“Money  does  not  beget  money!  What  docs 
the  sea?  " What  does  a house,  for  the  letting  of 
Avhich  I receiA'e  a rent  ? Does  money  truly  groAv 
from  the  roof  and  waffs?  But  the  land  also  pro- 
duces, and  something  is  brought  from  the  sea 
AA'hich  afterM'ards  produces  (or  draAvs  forth;  Pro- 
duction) money,  and  the  convenience  of  a house 
may  be  bought  or  excliaiiged  for  a certain  sum  of 
money.  If,  therefore,  more  profit  can  be  made  by 
trading,  than  from  the  produce  of  any  farm,  is  he 
Avho  has  let  some  barren  farm  to  an  agriculturist 
to  be  alloAved  to  receive  rent  and  profit,  and  another 
man  not  to  be  affoAved  to  receive  jirofit  from 
money?  And  if  any  one  buys  a farm  Avitli  money, 
does  not  that  money  generate  moncA'  every  year  ? 
You  Avould  allow  that  the  profit  of  the  merchant 
comes  from  his  diligence  aud  industry.  Who 
doubts  that  unemployed  money  is  useless?  Or 
that  he  Avho  asks  a loan  from  me  does  not  intend 
to  keep  it  idle  Avhen  he  has  got  it?  Xom',  in 
truth,  tliat  profit  does  not  arise  from  the  money, 
but  from  the  ])roduce.  These  reasons,  therefore, 
are  someAvhat  subtle,  and  have  some  plausibility ; 
but  Avheii  they  are  fully  AA'eighed,  they  fail.  I 
tlierefore  conclude  that  M'e  are  not  to  judge  of 
usury  by  any  jiarticular  passage  of  Scripture,  but 
only  by  the  hnv  of  equity.  This  Avill  be  clearer 
by  an  example.  Let  us  suppose  some  Avealthy 
man  with  large  possessions  in  farms  and  rents, 
but  not  much  money.  Suppose  another  man,  not 
so  rich,  nor  of  such  large  possessions  as  the  first, 
but  yet  having  more  ready  money.  The  latter 
being  about  to  buy  a farm  Avith  his  oavu  money, 
is  asked  for  a loan  by  the  Avealthier  man.  lie 
Avho  makes  the  loan  may  stipulate  for  a rent  for 
liis  money,  and  that  the  fanu  ^haff  be  mortgaged 
to  him  until  the  principal  is  repaid;  but  until  it 
is  repaid,  he  will  be  content  Avith  the  profit  or 
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; usury.  Why,  then,  shall  tlie  first  contract  M*ith- 
ont  a mortgage,  but  only  for  the  profit  of  the 
money,  be  condemned,  Avhon  tlie  much  harsher 
one  of  the  annual  rent,  Avith  a mortgage  of  the 
farm,  is  approved?  And  Avhat  else  is  it  than  to 
treat  God  like  a child  Avhen  aa'o  judge  of  things 
by  mere  AA'ords,  and  not  from  the  nature  of  the 
thing  itself?  As  if  A'irtiu*  and  crimes  could  be 
perceived  from  the  form  of  the  AVonls!” 

Xo  one  can  but  admire  the  daring  good  sense 
of  this  argument  in  the  mouth  of  a divine,  in  de- 
fence of  M’hat  Avas  then  considered  one  of  the 
Avorst  crimes  men  could  be  guilty  of,  and  be 
amazed  that  these  arguments  made  scarcely  any 
I impression,  even  in  Protestant  England,  fur  up- 
' Avards  of  200  years ! 

CAMBACEEES,  JTJLES. 

De  la  corvecy  et  de  la  prestation  en  nature. 
Paris,  1848. 

CAMBON,  JOSEPH,  horn  at  Montpellier, 

I the  17th  June,  1756.  He  AA'as  a merchant  there, 
M'hen  the  reA’olution  broke  out  He  adopted  its 
principles  Avarinly,  and  in  1791  caused  the  re- 
public to  be  proclaimed  in  his  natiA’e  town.  He 
Avas  sent  as  its  representative  tu  the  legislative 
assembly  in  September,  1791.  He  de\'oted  hini- 
I self  specially  to  the  finances.  In  August,  1793, 

, he  AA'as  elected  President  of  the  Assembly ; and 
j in  1794  he  addressed  to  it  liis  report  on  the 
finances,  and  brought  forAvard  the  plan  for  the 
' great  book  of  the  public  debt.  He  M as  minister 
of  finance  during  the  period  of  the  Assignats 
I (Assignats).  He  escaiied  Avith  dilliculty  Avith 
: liis  life  during  the  reign  of  terror,  aud  retired  for 
I a Avhile  from  ]>ublic  life  in  1795.  In  1815  he  aa'us 
I elected  a member  of  the  Chamber  of  Kepreseuta- 
tives ; but,  being  excluded  from  the  amnesty  of 
1816,  he  took  refuge  in  Belgium,  and  died  near 
Brussels,  1 5th  February,  1820.  His  AA'ritiugs  are 
very  numerous. 

Sur  les  Assignats,  Paris,  1793. 

Rapport  d la  convention  natiunale.  sur  le  projet 
de  la  formation  du  grand  litre.  Paris,  1795. 

Lettres  d ses  concitoyens  sur  les  Jinances.  Paris, 
1796. 

CAMBRELENG.  A member  of  tlie  House 
of  llopresentatiA'cs  in  the  United  State.s. 

An  examinutioh  of  the  new  tarij)'  proposed  by 
the  lion.  Henry  Baldwin^  by  one  of  the  people, 
XeAv  York,  1821. 

Report  of  a committee  of  the  House  of  Repre- 
sentativesy  on  the  bth  of  February.,  1830,  on 
commerce  and  navigation,  Xgav  York,  1830. 

CAMPANELLA,  TOMMASO.  One  of  the 

gi'cat  leaders  of  tlie  revolt  of  the  human  mind 
against  the  despotism  of  Aristotle  and  the  school- 
men, Avas  born  the  5th  September,  1508,  at  Slilo, 
a snnill  tOM'ii  in  Calabria.  He  M'as  early  distin- 
guished for  extraordinary  precocity,  aud  at  14 
entered  a couA'cnt  of  the  Dominicans.  He  Avas 
devoured  by  the  love  of  study,  and  in  a mar- 
vellously short  space  of  time  mastered  Thomas 
Aquinas,  Albertus  Magnus,  and  the  other  com- 
mentators on  Aristotle.  Having  thus  learnt  all 
they  had  to  say,  he  AA'as  profoutully  convinced  of 
the  utterly  unsatisfactory  nature  of  the  School 
philosophy,  and  immediately  began  to  proclaim 
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w .r  against  it.  His  master  having  undertaken 
to  maintain  a public  discussion  at  Cosenza,  was 
ta  ien  ill,  and  the  monks  of  the  convent  invited 
C mpanella  to  take  his  place.  Campanclla  de- 
cl  ired  that  philosophy  was  not  to  be  learnt  from 
ai  thority  or  from  books»  but  from  nature  alone. 
H is  amlience  were  astonislied,  and  declared  that 
li'  had  imbibed  the  spirit  of  the  great  Telesio. 
Js  >t  having  previously  heard  of  that  philosopher, 
h obtained  his  work,  and  became  a disci])le  of 
h s doctrine.  In  1591,  in  his  *i4th  year,  he  piib- 
li  hed  his  first  work,  Philosophia  scnsilms  (Irmons- 
tr  xta^  at  Xaides.  This  created  such  a fury  among 
tl  e partisans  of  the  sclioolmeu  and  Aristotle,  that 
a I old  man  accused  him  of  magic,  and  he  was 
0 ligcd  to  fly.  He  visited  Rome,  Florence,  where 
h refused  an  offer  of  a Professorship  in  the 
L diversity  of  Pisa,  from  the  Grand  Duke 
F 'rdinaml,  and  settled  for  several  years  at 
F tdua,  in  the  Venetian  territory.  Everywhere 
h denounced  the  doctrine  of  Aristotle,  and  pub- 
li  hed  several  works  against  him.  After  some 
y ars  he  returned  to  Stilo.  In  1599,  an  immense 
c nspiracy  Mas  formed  against  the  abominable 
S >anish  government  of  Naples.  Hundreds  of 
n oaks  ami  country  gentlemen  \vere  involved  in 
it  and  Campanclla  M as  denounced  as  one  of  the 
cl  iefs.  He  M as  siezed  and  carried  to  Naples, 
M iere  he  Mas  thrOMU  into  prison,  and  kept  there 
2 years,  notM-itlistamling  several  efforts  made  by 
tl  e Pope  for  liis  release.  He  was  put  to  the 
tr  'tnre  sev'on  times.  At  length  in  162G,  after  the 
d ath  of  Phillip  III,  he  M’as  released  on  the 
er  niest  request  of  Pope  Urban  VIII,  M'ho  claimed 
h m as  a prisoner  to  the  Inquisition,  on  a charge 
o heresy.  He  Mas  removed  to  Rome,  ami  kept 
tl  ere  in  a nominal  custody,  lie  acquired  great 
ii  riuence  M ith  the  Pope,  but  the  inveterate 
h'  stility  of  tlie  Spanish  agents,  and  the  school- 
n }ii  still  pursued  him,  and  made  it  unsafe  for 
h tn  to  continue  there  any  longer. 

In  1634,  he  escaped  in  disguise  from  Rome,  in 
tl  e suite  of  the  Comte  de  Noailles,  the  Ambassador 
o Louis  XIII,  who  M’as  his  intimate  friend.  lie 
fl  (1  to  France,  and  visited  Peiresc  and  Gassendi. 
E ichelieu  protected  him,  and  Lous  XIII  conferred 

0 him  a pension  of  2,000  livres  a year.  Broken 
d wn  M'ith  his  long  sufferings,  he  retired  to  a 
C(  nvent  of  his  order  in  tlie.  Rue  Sr.  Honore,  after- 
M ii’ds  the  celebrated  Jacobins,  and  after  retiiriiing 
fi  »m  a visit  to  Descartes  in  Holland,  he  died  21st 

1 ay,  1039. 

Campanclla,  like  many  other  ingenious  pluloso- 
p lers.  devised  a scheme  tbr  au  Utopian  Republic 
fi  tmed  on  the  most  extreme  communistic  princi- 
p es,  it  is  called  Sa/is  poetica.  Idea 

1 eipuhlicfp  Philosophicm,  This  Mork  describes 
a imaginary  republic ; M*e  have  given  some 
a count  of  it  uuder  Socialism. 

CAMPBELL,  D,  FORBES. 

Tramlatioii  of  Remarha  on  the  Production  of  the 
p ecious  metals.  By  Michael  Chevalier.  Loudon, 
1 '53. 

CAMPBELL,  JOHN,  born  at  Ediubiu’gh  in 
1 r08  ; died  at  London  in  1775. 

The  true  interest  and  political  maxims  of  the  J2e- 
/ iblic  of  Holland.  By  John  De  Witt.  London. 
1 M6. 


CANALE. 

Candid  and  impartial  consideration  of  the  nature 
of  the  Sugar  Trade.  London,  1764. 

A political  survey  of  Britain  ; being  a series  of 
reflections  on  the  situation^  lands.,  inhabitants.,  reve- 
nues.,  colonies^  and  commerce  of  this  island.  Lou- 
don, 1774. 

CAMPOMANES,  DON  PEDRO  RODRI- 
GUEZ, one  of  the  most  celebrated  men  whom 
Spain  produced  in  the  last  century,  was  born  in 
the  Asturias,  in  1723.  He  was  famous  for  the 
most  varied  accomplishments,  ami  for  the  extra- 
ordinary number  of  languages  with  M'hich  he  M’as 
familiar,  comprising  most  of  the  European  ones, 
and  Arabic.  He  raised  himself  to  the  highest 
offices  in  the  Slate  by  his  oM'n  merit.  He  had 
acquired  the  reputation  of  being  the  ablest  and 
most  upright  lawyer  in  Spain,  M'hen  Charles  III. 
appointed  him  his  advocate  before  the  Royal  Su- 
preme Court  of  Castille.  His  works  gained  him 
the  highest  ceUbrity  in  Europe;  but  what  most 
concerns  us  is,  tiiat  he  was  a most  ardent  and  en- 
lightened Ecommiist.  He  pointed  out  the  fatal 
dependence  of  S()aiii  on  the  mines  of  Mexico  and 
Peru.  He  maintained  that  the  true  power  of 
Spain  M’as  in  her.self,  in  Europe.  He  earnestly 
advised  tliat  all  burdens  on  industry  should  be 
removed,  that  foreign  and  domestic  commerce 
should  be  managed  in  a liberal  and  enlarged  spirit. 
He  pointed  out  the  immense  evils  to  the  State  of 
so  much  land  falling  into  the  hands  of  the  clergy, 
and  being  kept  inalienable  in  mortmain.  He  ad- 
vocated tlie  entire  freedom  of  trade  in  corn,  and 
the  suppression  of  mendicity. 

All  this  M'as  done  many  years  before  the  Wealth 
of  Nations  M'as  published. 

He  Mas  appointed  President  of  the  Cortes, 
Director  of  tlie  Royal  Academy  of  History,  and 
Minister  of  State.  But  M-hen  Count  Florida 
Blanca  M’as  appointed  minister,  he  M’as  deprived  of 
all  his  offices.  He  died  in  1802. 

Discur.so  prehminar  sohre  la  marina.,  navegacion^ 
comercio^  y expediciones  de  la  repuhlica  de  C«r- 
tago.  Madrid,  1756. 

llespuesta  fiscal^  sohre  aholir  la  tasa  y estahlecir 
el  comercio  de  granos.  Madrid,  1764. 

Discurso  sobre  el  fomento  de  indusiria  popular* 
Madrid,  1774. 

Memoria  sohre  los  abastos  de  Madrid.  Madrid, 
1768. 

Discurso  sohre  la  edueacion  popular  de  los  arte^ 
sanos.,  y sn  fouunto.  ^ladrid,  1775. 

Apendice  d fa  edueacion  popular.  Madrid, 
1775-77. 

CAMPOS,  DON  RAMON. 

Lncconomia  reducidaa  principios  exactos.  Ma- 
drid, 1797. 

CAMUS,  M. 

Organisation  socialc  de  tons  les  trnvailleurs,  de 
r agriculture^  de  rindustrie^  da  commerce.,  des  arts 
et  des  seieaces,  Paris,  1848. 

CANADA  PAPER. 

The  case  of  the  holders  of  reconnoissances  given 
in  exchange  for  Canada  paper.  London,  1770. 

CANALE,  MICHELE  GUISEPPE. 

Storia.,  civile.,  commerciale,  e litteraria  dei  Gene* 
resi  dalle  origini  alF  anno  1797.  Geneva,  184-1 
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CANARD,  NICOLAS  FRANSOIS.  For- 

merly  Professor  at  the  Central  School,  and  then  at 
the  College  of  Moulins.  He  wrote  several  M'orks 
on  Mathematics  and  Natural  Philosophy. 

Prineipes  (T economie  politique.  Paris,  1802. 

Mhnoires  sur  les  causes  qui  produisent  la  stagna* 
tion  et  le  decroissement  du  commerce  en  Franccy  et 
qui  tendent  d aneantir  V industrie  commerciale^  moyen 
simple  de  les  faire  cesser.  Piuus,  1826. 

CANCALON,  VICTOR. 

Hisioire.  de  T agriculture  depuis  les  temps  les  plus 
reculesjusqu  a.  la  mortde  Charlemagne.  Limoges, 
1857. 

CANCRIN,  GEORGE  DE,  Count,  was  born 
at  Hanau,  in  1773.  His  father  M-as  director  of  the 
salt  mines  of  Hesse.  After  passing  a very  bril- 
liant career  at  college,  he  went  to  Russia.  In 
1812  he  was  appointed  by  the  Emperor  intendant- 
general  of  the  army,  and  after  the  death  of  Camj)- 
enhausen,  the  comptroller-general  of  finance,  he 
M’as  placed  at  the  head  of  the  Russian  finances, 
with  very  extensive  poM’crs.  He  enjoyed  a very 
high  reputation  for  probity  and  knoMledge  of 
finance. 

Weltreichthnm.,  Kationalreiehthum  und  Staats* 
wirthschaft,  Munich,  1821-46. 

Die  (Ekonomie  der  menschichen  Gesellschaften 
und  das  Finanzwesen.  Stuttgard,  1845. 

CANDALLE-BOISSIER,  DE. 

Examen  de  qxielqnes  questions  Jeeonomie  poJi* 
tique  sur  le  hie.,  la  population^  le  crMit  public  et  les 
impositions.  Paris,  1816. 

CANGA-ARGUELLES,  DON  JOSE,  born  in 
1770,  in  the  Asturias.  He  M'as  deputy  to  the 
Cortes  at  Cadiz  in  1812,  and  afteiMvards  minister 
of  finance.  He  M'as  proscribed  for  a time  on  ac- 
count of  his  liberal  ideas.  He  died  in  1843. 

Diccionario  de  hacienda.  Madrid,  1833. 

Elementos  de  la  ciencia  de  hacienda. 

CANNABRICK,  J.  GOTTFRIED  FRIED- 
RICH. 

StaUstich*geographische  Beschrihung  des  Kd* 
nigreichs  Prenssen.  Berlin,  1827. 

Statistich  geogrnphische  Beschrihung  des  Kd* 
nigreichs  Wurtemherg.  Berlin,  1828. 

CANNON,  WILLIAM  J. 

The  effect  the  repeal  of  the  Corn  Laws  would 
have  upon  prices  and  rents.,  briefly  considered. 
London,  1844. 

CANTAGREL,  F.  One  of  the  most  active  dis- 
ciples of  Fourier  ; M’as  born  in  1809. 

Le  fou  du  Palais  Royal,  dialogue  sur  la  theorie 
phalansterienne. 

Du  V organisation  des  fravaux  publics  et  de  la 
reforme  des  pouts  et  chaussees. 

CANTALUPO,  JANUARIO.  An  advocate 
of  F"'ree  Trade. 

Annona  ossia  piano  economico  di  puhlica  sussis- 
tencia.  1783. 

CANTILLON,  DE.  An  Irish  merchant,  and 
then  a banker  in  Paris,  and  a contemporary  and 
friend  of  John  Law.  He  died  in  1733. 


Essai  .sur  la  nature  du  commerce  en  geiural. 
Paris,  1752. 

CANTILLON,  PHILIP.  A merchant  of 
London. 

The  analysis  of  trade,  commerce.,  coin,  hidlion, 
bafiks,  and  foreign  exchanges.  London,  1759. 

CAPEFIGUE,  BAPTISTE  HONORE  RAY- 
MOND. 

Histoire  des  grandes  operniions  finnneieres, 
hanques,  bourses,  empruuts,  Paris,  J855. 

CAPITAL.  — This  word  is  one  of  the  groat 
fundamental  concejttions,  upon  the  true  settle- 
ment of  M’hich,  a permanent  Science  of  Political 
Economy  is  built. 

2.  It  has  been  the  too  common  practice  hitherto 
in  Political  Economy  for  writers  to  treat  the 
notion  of  arriving  at  scientific  conceptions  M ith 
neglect,  if  not  M'ith  positive  contempt.  And  it 
lias  been  very  common  M’ith  them,  either  to  begin 
M'ith  no  definitions  at  all,  or  M’itli  such  as  are 
merely  arbitrary,  and  not  subjected  to  the  laM’s  of 
Inductive  Logic. 

3.  But  this  is  a very  grievous  error.  Con- 
ceptions arc  not  arbitrary,  but  they  are  founded 
in  nature.  There  is  nothing  more  admirable  in 
Bacon  than  the  earnestness  and  emphasis  M’ith 
M'liich  he  enforces  the  doctrine  that  conceptions, 
notioncs,  or  definitions,  are  to  be  settled  ami  ascer- 
tained by  the  very  same  process  of  induction  that 
axioms,  or  general  jirinciples,  axiomata^  are. 

4.  And  every  great  philosopher  since  lias  en- 
forced the  same  dvtctrine.  Thus  the  book  in 
Locke’s  essay,  Avhich  is  generally  admitted  to  be 
the  most  usel’nl,  is  devoted  to  the  very  ]uirp(>se  of 
maintaining  the  necessity  of  accurate  conceptions. 
Locke  is  fully  of  cqiiuion  that  other  scienc<-s  be- 
sides the  mathematical,  may  be  raised  to  the  rank 
of  exact  sciences,  by  folloM  ing  the  same  course  as 
has  been  pursued  in  them,  namely,  by  an  accurate 
investigation  and  settlement  of  their  fundamental 
conceptions,  and  ahvays  using  them  in  the  same 
sense.  Moreover  he  has  remarked  that  it  is  not 
possible  to  arrive  at  general  laws  Avithout  a proper 
settlement  of  conceptions. 

5.  This  truth  is  fully  acknoM’ledgcd  by  the 
cultivators  of  every  Physical  Science,  and  any 
one  Avhu  is  conversant  M'ith  tlicir  history  knoAA's 
perfectly  Avell  that  their  early  stages  Avere  full  of 
vehement  controversies  about  definitions,  or  con- 
ceptions. And  it  is  just  because  their  cultivatcn'S 
recognized  this,  and  devoted  all  their  energies  to 
obtain  true  conceptions,  that  they  IniA-e  since 
made  such  Avonderful  progrtdss,  ami  that  tho?e 
Avho  cultivate  them  are  all  agreed  about  them, 
and  consequently  their  united  eftbrts  advance  the 
science. 

6.  But  Economists  alone  of  all  the  cultivators 
of  any  science,  have  systematically  despised  this 
indispensable  labor.  And  the  result  is  juat  Avhat 
might  have  been  expected.  Instead  of  being 
unanimous,  and  all  employed  in  advancing  the 
Science,  they  are  at  present  very  mucli  employed 
in  combatting  one  another;  and  avo  believe  Ave 
may  say  Avith  ]ierfect  truth,  that  tliere  is  not  a 
single  fundamental  conception  in  Political  Eco- 
nomy about  Avhich  its  cultivators  have  come  to  a 
imaniiuous  agreement.  And  eousequently,  if  they 
cannot  agree  about  the  meanings  of  terms,  how  is 
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it  possible  tliat  they  can  ever  ap'ce  in  any  jrencral  ! 
pr  qmsition  whatever  ? True  Conceptions  are  the 
fo  iidation  of  true  general  laws.  [ 

I.  In  treating  of  the  M'ord  Capital  we  shall  | 
IK  commence  by  laying  down  any  arbitrary  deb- 
ni  ion  of  it.  AVe  shall  endenvoiir  to  make  the 
CO  leeption  the  result  of  the  investigation.  The 
bi  5ines.s  before  us  is  to  discover  the  origin  of  the 
te  m,  and  the  meaning  attributed  to  it  by  those 
w 0 tised  it  first,  and  then  to  follow  the  current 
of  usage  down  to  the  present  time. 

s.  But  we  are  by  no  means  bound  to  adopt 
al  that  these  UTiters  may  have  said  about  it. 

cause  it  may  possibly  hap]>en  that  some  of 
th  m may  have  had  no  very  clearly  defined  con- 
ce  ttion  of  it  themselves.  They  may  have  mixed 
11]  accidental  circumstances  with  essential  ones, 
ai:  I have  given  the  former  undue  prominence,  so 
as  to  have  obscured  the  fundamental  idea. 

).  Our  business  is,  therefore,  to  consider  what 
th  ngs  the  originators  of  the  term  applied  it  to, 
an  i why  they  ajtplied  it  to  them,  to  eliminate  all 
ac  idental  ideas,  and  to  discover  that  oxe  funda- 
m ntal  idea,  which  alone  it  is  permitted  to  gene- 
ra ize. 

10.  And  here  let  us  lay  down  two  Canons, 
wl  idi  Avill  be  found  to  be  of  ver^'  extensive  utility 
in  the  formation  of  Ecouomicai  Conceptions  and 
A ioms. 

[.  The  fundamental  Conceptions  and  Axioms 
of  my  S lence  must  be  perfectly  general. 

[I.  No  general  Conception,  and  no  general 
A .iom,  must  contain  any  clement  involving  more 
th  ,u  ONE  fundamental  idea. 

The  truth  of  this  is  manifest,  because  if  any 
eh  ment  involves  two  or  more  ideas,  it  is  qiiali- 
fit  I,  and  therefore  it  limits  the  generality  of  the 
CO  icejition,  or  the  axiom,  which  is  contrary  to  the 
fir  t canon. 

II.  To  exemplify  the  truth  of  this,  let  ns  take 
th  definition  or  conception  of  force  in  Mechanics. 

Force  is  any  cause  which  produces.,  or  tends  to 
pr  '//«cc,  motion. 

This  definition  is  perfectly  general.  If  does 
Tic  ■ say  force  is  any  material,  or  corporeal,  cause, 
bi  t any  cause,  coqweal  or  incorporeal,  and  it  is 
j)c  'fcctly  well  known  that  an  immense  part  of 
in  chanical  force  is  incorporeal,  which  can  neither 
be  seen,  nor  handled,  but  yet  maybe  measured. 

in  Algebra,  a (piantity  is  anything  that  may 
be  MEASURED,  whatever  its  nature. 

S'ow  as  an  exani]tle  of  a conception  of  similar 
ge  lerality  in  roUtical  Economy,  let  us  take  Aris- 
to  le's  definition  of  Wealth  (Aristotee). 

*AVe  call  wealth  all  (things)  whose  value  is 
lui  asured  in  money.”  In  this  we  see  that  the 
te:  m “ wealth”  fully  answers  the  canon  above 
sti  ted.  It  is  perfectly  general.  It  does  not  say 
so  [lething  corporeal,  but  anything. 

iut  even  this  definition  may  be  shortened,  for 
th  words  “in  money”  are  snperfluous.  I^btney, 
in  ced,  is  the  usual  measure  of  value  among  civi- 
liz  ‘d  nations,  but  yet  the  value  of  things  may  be 
in*  usured  in  other  things,  without  money.  Hence 
W(  may  define  Wealth  thus. 

Wealth  is  everything  whose  value  may  he  mea- 
su.  ed, 

iy  this  moans  we  obtain  a conception  of  the 
sa  .le  generality  as  those  of  physical  science.  And 
th  3 is  the  standard  to  which  all  conceptions  in 
Pt  litiral  Economy  must  be  brought,  before  they 
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can  be  received  as  satisfactory,  or  fitted  to  form 
the  basis  of  a science.  Nor  will  any  one  familiar 
with  the  conceptions  of  Physical  Science  accept 
any  of  a less  degree  of  generality. 

12.  But  tins  degree  of  generality  is  only  to  be 
obtained  by  bestowing  the  same  care,  and  by  pro- 
ceeding in  the  same  manner,  as  is  done  to  obtain 
general  laws,  or  axioms.  And  the  formation  of 
conce])tioiis  is  governed  by  exactly  the  same  laws 
of  Inductive  Logic,  as  the  formation  of  axioms. 
Moreover,  liaving  obtained  the  conception  induc- 
tively, Ave  nui'^t  then  proceed  deductively,  and 
discover  all  the  classes  of  eases  to  which  it  is 
applicable.  By  this  means  only  can  the  limits 
and  the  extent  of  the  subject  be  defined. 

13-^  AA'e  shall  now  trace  the  word  Capital  from 
its  origin,  through  different  languages,  till  we  come 
to  our  OAvn. 

The  Avords  Principal,  and  Capital,  come  to  us 
from  the  Greek  ap^atop,  and  Ke<j)d\aioi\  which 
both  mean  the  same  thing,  namely,  a principal,  or 
cajiital,  sum  of  money  placed  out  at  interest. 

Thus  Plato  de  Legg  : v.  742 — 

M//  aTToticovcu  rw  ^areKrafiiv^  f^djre  tokov 
Ke<pd\aioy. 

Not  to  return  to  the  lender  either  the  interest 
or  the  capital. 

So  .-Eschines  against  Ctesiphon,  Ixviii.  26. — 

Kat  roKor  SrjpOfTdivei  roh  CtopocoK})- 

paro^  tpa\pt)p  tov  prjrdg  Tfjg  pi’dg,  twe  to 
Ki(pd\aior  aTTUt  erav, 

And  they  bn  ught  the  interest  of  the  bribe, 
namely,  a drachma  by  the  month  for  every  niina, 
until  they  paid  the  capital. 

So  Demosthenes,  p.  834,  5, — 

Tf/c  cepi}g  ovfTiac  oXoy  to  KE<j)d\awv  dvrjpiikafn, 

Tliey  took  aAvay  all  the  cajiital  of  my  pro]>erty. 

So  Plutarcli,  3‘^abius,  c.  4, — 

Tovro  TO  KE(j)a.\aiup  torte,  oktu)  pvpid^eg  ipa^-^ 
pCjv» 

This  is  the  cajdtal,  80,000  drachmas. 

So  Acts  xxii.  28, — 

Ey^  TToWov  k€([ia\awv  rt)p  TroXireiav  TavTt)y 
EKTrffrdpT)i\ 

I bought  this  Ireedom  for  a great  sum. 

So  Clirysostoni  says, — 

Kat  TO  K£<pdX(uoy  avy  toku)  dyyXuxra. 

And  I spent  the  capital  ami  the  interest. 

So,  Artemidorus,  1.  18.  Ta  ^p//^ara  KetpuXaia 
kaXitTat.  Money  is  called  capital. 

So,  Suidas  sa}  s,  Kf^aXaia,  ra  j^pypaTa,  Ca- 
pital, money. 

And  in  Byzaiitius’s  modern  Greek  Dictionary. 
KefpaXaior  j t)  roKii^opiyri  Troaoryg.  Ira\.  to 
KamraXe.  Capital,  a quantity  of  money  put  out 
tointerest.  Italian, capital — oItokoi  v7repi3at%'ovxTty 
to  KE(l}dXcuov.  The  interest  exceeds  the  capital. 
— Eci7rXiri(raae  ra  KEtpdXaia  tov.  He  has  doubled 
his  capital. 

Thus  Ave  see  that  in  all  these  passages  the  Avord 
KEtpttXcuoy  is  apjtlied  to  a sum  of  money,  usually 
put  out  to  interest,  or  invested  for  profit. 

And  Stephens,  in  his  Thesaurus,  defines  the 
AA^ord  thus — KE<j>nXaioy,  caput,  unde  fructus,  et 
reditus,  manat.  Capital,  the  source  whence  any 
profit,  or  rent,  flows. 
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Noav,  a snm  of  money  ]mt  out  to  interest  is  a 
sjiecial  apjilieation  of  the  general  idea;  and  if  Ave 
Avant  to  generalize  it,  Ave  may  say  that  it  is  an 
Economical  Element  apitlicd  to  the  purposes  ol 
profit. 

14.  We  have  not  found  any  jiassage  in  Avhich 
the  word  KftptiXaioy  is  used  metaphorically  in 
Greek  for  a source  or  fountain  in  general.  But 
ill  Latin  the  Avord  caput  is  constantly  used,  not 
only  as  a sum  of  money  put  out  to  interest,  but  as 
tlie  source,  or  fountain,  Avheuce  things  spring. 

Thus  in  LiA'y,  VI.  15.  “De  capite  dedueite, 
quod  usuris  periuimeratur.” — “Take  away  from 
the  Capital  AA'liat  is  counted  as  interest,” 

Also  VI.  36.  “ PromulgaAere  legem^  de  acre 

alieno,  ut  dedueto  eo  de  capite,  <|Uod  usuris  pernu- 
uieratum  esset  ” — “ They  published  a laAv  of  drbt, 
that  all  that  was  reckoned  as  interest  should  be  de- 
ducted from  the  capital.” 

So,  Horace,  Na/'.  I.  2,  14.  “Quiiias  hie  ca]uti 
mercedes  exsecat.” — “ Lie  squeezes  out  five  times 
the  usual  interest  for  his  cajiital.” 

In  these  places  caput  is  used  strictly  as  apjdied 
to  mo7iey  put  out  lo  interest,  for  Avhich  sors  is 
often  used. 

But  it  is  also  constantly  used  as  the  source  or 
origin  of  anything.  Thus,  in  Plautus,  Curculio, 
II.  1.  19;  Pseudolus,  I.  5.  31  ; Rndens,  IV.  4.  34. 
“ Scelerum  caput.”— “ O source,  or  fountain,  of 
crimes  ” 

Rudens,  IV.  4.  55.  “Perjm’ii  caput.”— “ 0 
fountain  of  perjury.” 

Cicero,  Pro  Phmeio,  c.  23.  “ Neque  ego,  si 
fonteni  maledicti  reperietis,  ut  aut  negligetis,  aut 
dissimuletur,  unquam  ])ostulabo ; si^  quid  sine 
capite  manabit,  aut  si  quid,  &c.” — “NorAvill  I,  if 
ev'er  you  can  discover  the  source  of  a calumny, 
ever  ask  you  to  neglect,  or  conceal  it,  if  any 
spring  up  without  ati  origin,  &c.” 

And  this  metaphorical  use  of  caput  is  common 
among  the  Avriters  de  re  rustied,  as  the  source,  or 
root,  of  a plant.  Thus,  Cato,  c.  51 . “ ILec  omnia 
a capite  propagari  eximiqne  oportet.” — “All  these 
these  must  be  taken  and  propagated  from  a root.” 

Also,  c.  36.  “Capita  majora.” — “ The  greater 
roots.” 

Also,  c.  33.  “ Capita  vitinin  per  sementira  ab- 
laqueato.” — “ Dig  about  the  roots  of  the  vines  at 
seedtime.” 

In  Columella,  caput  is  used  for  capital  gene- 
rally. Thus,  XI.  1. 28.  “ Ut  et  jacturam  cajiitis 
amissi  restituat.” — “ So  as  to  restore  the  AA'uste 
of  lost  capital  ” 

A very  common  use  of  caput  is  the  source  or 
fountain  Avhence  a stream  or  river  floAvs. 

Thus,  Palladius,  Aug.  8.  7.  “ Puteum  fodies, 

et  aquati  caput  requires.” — “Dig  a Avcdl,  and  seek 
a spring  of  water.” 

15.  In  classical  Latin  we  do  not  find  that  the 
word  capitale  was  used  hi  this  sense,  but  it  is  in 
mediaival  Latin.  Thus  we  read  in  Ducaiige — 

Capitale. — Debitor  pecuniaj  caput.  Papias, 
capitale,  caput  pecuiiiie;  and  it  is  said  to  be  etjui- 
valent  to  sortes,  a usual  Latin  Avord  for  the 
capital  of  a sum  leut,  and  he  quotes  several  in- 
stances in  which  the  Avoid  is  used  by  mediaival 
W'riters  in  this  sense. 

lu  process  of  time  this  word  Avas  shortened 
into  captale,  which  Avas  particularly  applied  to 
flocks  and  herds,  because  tiiat  Avas  the  principal 


wealth.  Hence  by  corruption,  come  our  words 
cattle,  api)lied  to  beasts,  and  chattels  applied  to 
things. 

16.  In  Italian  Ave  find  in  the  Dictionary  of  the 
Acadetnici  della  Cnisca, 

“Capitale;  la  sorte  princijiale,  il  fondo,  c an- 
cora  qnclla  qnantita  di  danari,  chc  pongono  i 
mercatauti  in  su  i traffichi,  che  si  dice  aiiche 
corjjo.” 

“Capital;  the  principal  sum,  the  fund,  and  also 
that  quantity  of  money  which  merchants  place  in 
their  business,  Avhich  is  also  called  corpo.^'  ^ 

Thus  in  Latin,  in  medueval  Latin,  and  in  Ita- 
lian, the  AVord  Capital  A\'as  originally  applied  to 
money  ])ut  out  at  interest,  or  inA^ested  for  profit, 
and  it  was  then  metaphorically  ajiplicd  to  other 
things, 

17.  In  French,  tlie  usage  is  the  same.  The 
Dictionary  of  the  French  Academy,  6th  edition, 
1835,  says, — 

Capital  employe  snbstantivemeiit  signifie  le 
principal  d’une  dette,  d’une  rente.  II  a paye.  les 
interets  mais  il  dolt  encore  le  capital.  Le  capital 
(Tunt  rente  perpetuelle  devient  exigible  en  cas  de 
faiUite  du  debitenr. 

Il  sc  dit  aussi  d’un  fond  commercial  des  sommes 


valoir  dans  les  entreprises  de  commerce,  d'agi'i- 
culture,  de  manufacture,  on  de  finance. 

Hence  the  general  idea  is,  that  it  is  a sourco 
from  which  some  ]trofit  s]»rings. 

18.  Let  us  now  sec  Avhat  the  principal  Econo- 
mists say  about  the  word. 

Turgot,  Sur  la  formation  et  la  distribution  drs 
Richesses,  § xxxi,  introduces  the  Avord.  “ Co 
moyeu  consiste  a vi\re  de  son  Cajiital,  on  plutot 
de  I'interet  qn'oti  en  tire  en  le  ]U'etaut.” 

Where  it  evidently  means  money  put  out  to 
interest.  But  at  § lix,  he  gives  rather  a different 


meaning. 


“ Qnicouque,  soit  par  le  rev'enu  <le  sa  terre,  suit 
par  les  salaires  de  son  tra\  ail,  on  de  son  iiulustrie, 
reqoit  chaque  annee  ]dus  de  valenrs  (]u’il  u’a  besoiii 
d'en  depenscr,  pent  luettre  en  reserve  ce  sui>erfln, 
et  raccuniuler : ces  A alenrs  accumulees  sout  ce 
qu’on  appelle  nn  capitaL'' 

He  then  shews  how  this  cajiital  in  money  may 
be  iuA’estediii  anything,  such  as  an  estate  in  lami, 
“il  est  absoluineiit  indifferent  que  cette  somuio 
de  A'aleurs,  on  ce  capital,  consiste  en  uue  masse 
de  metal,  on  en  toute  autre  chose,  puistpie  Targeut 
represente  toute  espece  de  \alenr,  comme  toute 
espece  de  A^aleur  represente  Targent.  Le  pos- 
sesseur  d'un  capital  peut  done  d'abord  Temployer 
a acheter  des  terres.” 

Thus  Turuot  introduced  the  notion  of  cajiital 
being  the  fruit  of  the  accumulation  of  anterior 
labor.  Primarily  money,  and  then  any  other 
things,  such  as  farms,  or  fonds  de  terre,  or  mer- 
chandise, and  he  says,  §c.,  “Nous  aA*ous  vu  qim 
Targent  u’entre  presque  itour  rien  dans  la  soiuiue 
totale  des  capitaux  existauts,  mais  il  entre  pour 
beaucomp  dans  le  formation  des  capitaux.  En 
ettet,  presque  toutes  les  t-pargues  ne  so  font  qu’en 
argent;  e’est  en  argent  que  les  revenues  sent 
payes  aux  proprietaires,  que  les  avaiices  et  les 
Y rotits  rentreiit  aux  entrepreneurs  en  tout  genre ; 
e'est  done  de  Targent  qu’ils  epai*giient,  et  Tae- 
croissement  annuel  des  capitaux  se  fait  eii  argent, 
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ma  3 tons  Ics  entrepreneurs  n'en  font  d'autre 
us^  que  de  le  convertir  sur-le-clianip  dans 
difl  ‘rentes  natures  dV‘tlV*ts,  sur  lesquels  ronle 
let!'  enrrei)iise ; ainsi  cet  arjrent  rentre  dnns  la 
cir  uiation ; et  la  jilns  grande  panic  des  cap- 
ita IN.  n*cxistcnt  (lu'cn  diets  de  difterentes 
ua  ures.” 

Ailam  Smith,  Wea/fh  of  Kafion.^.  Book 
II,  duqt.  I,  says:  “When  the  stock  wliich  a man 
]m  scsses  is  no  more  than  sulUcient  to  maintain 
liii  I for  a few  days,  or  a few  weeks,  he  stddom 
thi  iks  of  deriving  any  revenue  from  it.  He  cou- 
sin ie.s  it  as  sparingly  as  he  can,  and  endeavours 
by  his  labor  to  ac(|uire  sometliing,  'vvldch  may 
su]  ply  its  place,  before  it  be  consumed  altogether. 
Hi  • revenue  is,  in  this  case,  derived  from  his  labor 
on  V.  This  is  the  state  of  the  greater  part  of  the 
lal  juring  iH>or  in  all  countries. 

■ But  wlieii  he  imssesses  stock  suflicient  to  malii- 
tai  I him  fur  months,  or  years,  he  naturally  endea- 
vn  !’•;  to  derive  a revenue  from  the  greater  part 
of  it,  reserving  only  so  much  for  his  immediate 
coi  sunqUion,  as  may  maintain  him  till  this 
re’eime  begins  to  come  in.  His  whole  stock, 
tin  refove,  is  divided  into  two  ])arts.  That  j)art 
wl  ich  he  ex])ects  is  to  allbrd  him  this  revenue  is 
cal  eil  his  C'Ai'iT.cn.  The  otiier  is  that  which 
su]  plies  his  immediate  con.^umption,  and  wliich 
c<*i  >ists  either,  first  in  that  iiortioii  of  his  Avhole 
sto ‘k  \'hich  was  originally  reserved  for  this 
pu  pose;  or  secondly,  in  his  revenue  from  what- 
evt  r source  derived,  as  it  gradually  comes  in  ; or 
thi  (Uy  in  such  things  as  luul  been  purchased  by 
eit  ler  of  tliese  in  funner  years,  and  whicli  are 
yel  not  entirely  consumed,  such  as  a stock  of 
do  hes,  hniisehold  furniture,  and  the  like.” 

' hius  Adam  Smith  fully  shews  that  he  considers 
ciq  it  d to  be  an  economic  element  employed  in  a 
paiticular  way,  and  his  de,*feri[»tiou  certainly 
iin  lies  the  necessity  of  anterior  accumulation. 
AV*  shall  see  further  on  what  he  includes  under 
the  title  of  ca|)ital. 

: 0.  AVe  shall  next  take  J.  B.  Sa}',  who  say.s, 
Trnte  dteonomie  politique^  p.  (38.  Edit.  Guil- 
lau  niu. 

‘ En  continuant  a observer  les  precedes  de  Pin- 
dm  trie,  on  ne  tardc  pas  a s’apercevoir  que  seule, 
ab:  iidonu^e  a elle-meinc,  elle  ne  siitlit  point  pour 
cro  *rde  la  valcuraux  choses.  11  fant  de])liis,  que 
I'll!  mine  iudustrieux  possede  des  produits  deja 
exi  tans,  sans  lesquels  sou  industrie,  quelque  ha- 
bih  qifuu  la  suppose,  demeurerait  dans  I'inac- 
tioi  . Ces  cho»es  soiit : — 

‘ 1.  Les  outils,  les  instruments  des  differens  | 
arl  . Le  cultivateur  nc  saurait  rien  fiiire  sans  sa 
pio  he,  on  sa  beelie,  le  tisseraud  sans  son  metier, 
le  \ avigateiir  sans  sou  navire. 

* 1-  Les  produits  fpii  doivent  fournirii  I’entre- 
tici  de  riiomiue  indiistrieux,  jusqiP  a ce  qn'il  ail 
adi 've  sa  portion  de  travail  dans  rccuvre  de  la 
pro  luction.  J..e  produit  dont  il  s’occupe,  ou  le 
pri  . qn’il  en  tirera,  doit,  a la  verite,  rembourser 
Cet  ‘Utretien,  mais  il  est  oblige  d'en  faire  couti- 
nm  llement  Tavance. 

‘ -j.  Les  matieres  brutes  que  son  industrie  doit 
tra  >former  en  pnKluits  comidets.  11  est  vrai  que 
ces  uiatieres  lui  sont  qnelquefois  donnees  gratnite- 
mei  t par  la  nature;  mais  le  plus  souvent  elles 
Son  des  jiroduits  deja  crees  par  I’mdiistrie,  comine 
des  semences  que  Pagriculture  a fourmes,  des 
m#i  iux  que  Ton  doit  k Tindustrie  da  minenr,  et 


dn  fondeur,  des  drogues  que  le  commer<;ant  ap- 
porte  des  extr^mites  dn  globe.  L’homme  indu-s- 
trieux  que  les  ti  availle,  est  de  meme  oblige  de 
faire  I'avance  de  leur  valour. 

“ La  vaieiir  d ; toiitos  ces  choses  compose  ce 
quVm  appello  un  copitnl  prodnetif. 

“11  fant  envoi  e consult  ror  commo  nii  capital 
prodnetif  hi  valcur  de  Unites  les  constructions,  de 
toutes  les  ameliorations  rcjuindues  sur  ua  bien- 
fonds,  et  qiii  cn  augmenteut  le  produit  annuel,  la 
valenr  des  bestiaux,  des  usinos,  qui  sont  des 
especes  de  machines  ]u*opros  a Findustrie. 

“ Les  monuaie^  sont  encore  iiu  capital  prodnetif 
toutes  les  fois  qn  elles  servent  atix  echanges,  sans 
lesquels  la  ]»rodnctioii  ne  pourrait  avoir  lieu. 
Semblabes  a riinilc  qui  adoucit  les  mouvemens 
d’une  machine  c-nupliquee,  les  monnaies,  repan- 
dues  dams  tons  les  rouagesde  rindu.strie  humaine, 
facilitent  des  mouvemens  qui  lie  s’obtiendraient 
point  sans  elles.” 

21.  J.  B.  Say  was  one  of  the  first  of  modern 
Economists  to  maintain  that  immaterial  products 
are  within  the  domain  of  Political  Economy.  At 
page  12d,  he  says, — 

“Un  medecin  vient  visiter  tin maladc,  observe 
les  sympibmes  de  .son  mal,  lui  jirescrit  un  reniMe, 
et  sort  sans  laissiu*  aucuii  produit  que  le  malade 
ou  sa  fainille  pui.-seiit  traiismettre  a d’autres  per- 
sonnes,  ni  meme  coiiserver,  pour  la  consommation 
d’un  autre  temps. 

“ L’iiulustrie  du  inedccin  a-t-elle  cte  improduc- 
tive?  Qui  pourrait  le  penser?  Le  malade  a ete 
saiive.  Cette  production  etait-elle  incaiiabic  de 
deveuir  la  matii  re  d’lm  ecliange?  Nullement, 
puisipie  le  cons*  il  du  medeciu  a ete  ecliange 
coiitre  scs  hoiioraires;  mais  le  besoin  de  cet  avis 
a cesso  des  le  moment  qu’il  a ete  doniie.  Sa  pro- 
duction etait  de  le  dire;  sa  consommation,  de 
I’entendre ; ii  aele  consomme  en  meme  temps  que 
produit. 

“ C’est  CO  que  jc  nomme  un  produit  immateriel. 

“L’iiidustrie  d'un  luusicien,  d’nn  acteur,  donne 
un  produit  du  int  me  genre  ; elle  vons  procure  un 
divertissement,  un  plaisir,  qu'il  vous  est  impos- 
sible de  conserve!’,  de  retenir,  pour  le  consoinmer 
plus  tard,  on  pour  I’echaiige  de  nouveau  contre 
dautres  jouissaiices.” 

Say  says,  that  Adam  Smith  denies  the  name  of 
products  to  such  tilings,  and  classes  the  labor 
employed  in  them  as  unproductive.  Say  dissents 
from  this,  and  maintains  it  is  truly  productive. 
He  says,  “ Je  ne  troiive  pas  raisonable  de  pre- 
tendre  que  le  tah  nt  du  peintre  soit  productif,  et 
que  celui  du  musicien  ne  le  soit  pas.” 

However,  though  Say  maintains  the  existence 
of  these  immaterial  products,  at  p.  1*25  he  denies 
them  tlie  name  of  Capital. 

“ De  la  nature  des  produits  immateriels,  il  re- 
siilte  qii’on  ne  saurait  les  acciimuler,  et  qu'ils  ne 
servent  point  a augmenter  le  capital  national. 
Une  nation  ou  il  se  trouverait  une  foule  de  musi- 
ciens,  de  pretres,  dV-mploycs,  pourrait  etre  une 
nation  fort  divenie,  bien  eudoctrinee,  et  admir- 
ablenicut  bien  administree ; mais  voila  tout.  Sou 
capital  recevrait  ile  tout  le  travail  de  ces  homines 
iudustrieux  aueun  accroissemeut  direct,  parce  que 
leurs  produits  serident  consommes  a mesure  qu'ils 
seraient  crees.” 

And  in  tlie  epitome  at  the  end  of  the  work, 
p.  569,  lie  says, — 

“ Capital.  Somme  des  valeurs  employees  a 
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faire  des  avances  a la  production.  Ces  valeurs,  j 
qui  sont  originairemeut  le  fruit  de  I'industrie  . 
aidee  de  ses  instrumens,  nc  se  perpetuent,  et  ne  | 
forment  un  fonds  permanent,  qiPautant  | 

qiPelles  sont  consommees  reproduciivcineiit.  Du  , 

moment  que,  soit  par  Pamour  des  jouis.^jiices  pre- 
eentes,  soit  jiar  Pimperitie  de  Centreprenpur^  qui 
les  emploie,  elles  ne  renaisseiit  pas  dans  d’autres 
produits,  le  capital  est  dissipe,  en  tout  ou  en 
partie. 

“Tout  capital  transmissible  est  compose  de 
produiU  matcriela;  car  rien  ne  pent  passer  dune 
main  dans  une  autre,  sinon  des  matieres  visibles. 
Un  credit  ouvert,  des  clfets  de  commerce,  ne  sont 
que  des  signes  des  valeurs  matorielles  actuelle-  j 
nient  possedoes  par  celui,  qui  les  cede,  pour  un 
temps,  ou  pour  toujours,  a celui  qui  les  accejite.” 

AA'e  must  request  the  especial  attention  of  our 
readers  to  these  extracts ; Say  maintains  that 
immaterial  products  are  not  capital  because  they  | 
are  not  capable  of  accuniulatien;  and  he  says  that  i 
all  capital  mirst  be  material,  because  nothing  but  | 
something  material  can  be  transmitted  from  hand 
to  hand. 

2’2.  In  his  Coiirs  complet  dcconomie  politique^ 
Vol.  I.  p.  91,  in  again  censuring  Ailam  Smith  for 
excluding  immaterial  products,  he  says,  “La 
science  et  le  talent  d’un  medecin,  d’un  chirurgien,  | 
d’un  professeur,  ne  sout-ils  pas  des  capitaux  ac- 
quis et  qui  donnent  un  revenu  ? Les  leqous 
orales  qu’ils  out  regues,  n’etaint  cepeiidaut  at- 
tachees  a aucun  produit  materiel.” 

At  p.  130,  he  says, — 

“Or,  Messieurs,'  les  fonctions  d’un  capital  sont  , 
de  fouriiir  la  valeur  de  ces  avances ; de  se  laisser  | 
consoinmer  pour  renaitre  sous  d’autres  formes ; 
de  se  laisser  consommer  de  nouveau  pour  renaitre 
encore;  et  ainsi  de  suite  etcrnellemeut,  pourvu 
quo  la  meme  valeur  capitale  soit  assez  habile- 
nient  employee  pour  renaitre  constamment,  et 
pour  etre  reeinployee  d’une  niatiere  productive. 
Eu  inoins  de  mots,  un  capital  est  un  somme  de 
valeurs  consacrees  a faire  des  avances  a la  pro- 
duction.” 

Xow,  how  can  tliis  be  a necessary  duty  of 
capital,  when  Say  admits  that  money  may  be 
used  as  capital  ? Money  is  not  destroyed,  which 
he  means  by  comommer. 

At  p.  137,  he  says, — 

“ La  nature  des  capitaux,  la  nature  de  leurs 
fonctions,  nous  decouvrent  des  verites  assez  iin- 
portantes.  LTine  d’elles  est  que  les  capitaux 
productifs  ne  consistent  point  en  valeurs  fictives 
et  de  convention,  mais  seulemeut  en  valeurs  re- 
elles  et  intrinseques,  que  leurs  possesseurs  Jugent 
h projios  de  eonsacrer  a la  production.  En  etfet, 
on  ne  pent  acheter  des  services  productifs  qiP  avec 
des  objets  materiels,  ayant  une  valeur  iiitriii- 
seque;  on  ne  pent  amasser  en  capitaux  et  trans- 
luettre  a une  autre  personne  <pie  <les  valeurs  in- 
corporees  dans  les  objets  materieks.”  Ami  yet,  in 
a note  to  this  pa.ssage,  he  says,  “11  y a des  capi- 
taux qui  ne  sont  pas  iiicorporees  dans  les  choses 
matericlles,  coinine  la  cUeutelle  d’un  notaire, 
d'uuc  entrepvise  coinmerciale ; mais  cette  portion 
de  capiial  est  une  valeur  tres  rcelle,  et  non  pas 
seulement  un  signe  coinmc  ceux  qui,  selon  cert- 
aines  personnes,  peuveut  remplacer  les  capi- 
taux.” 

And  at  page  531  of  the  same  volume  he  says, — 

“ 11  faut  conipreudre  parmi  les  capitaux  plu- 


sieurs  biens  qui  ont  une  valeur,  quoiqu’  ils  no 
soient  pas  materiels.  Le  cabinet  d'un  avocat, 
d’un  notaire,  la  chalandise  iPuue  boutique,  la 
reputation  d’une  enscigne,  le  titre  d'un  ouvruge 
jieriodique,  sont  iucoiue>tabletnent  iles  biens;  on 
pent  les  vendre,  les  acquerir,  en  faire  I objet  d’un 
contrat;  et  ce  sont  des  tiieiis  capitaux  pareeque  co 
sont  les  fruits  accuinules  d'uue  industrie.  Uu 
avocat,  par  la  sagesse  de  ses  avis,  par  son  assi- 
dnite  et  ses  autres  qualites,  a fait  concevoir  au 
public  niic  bonne  o])inioii  de  son  cabinet;  cette 
bonne  opinion  lui  donne  droit  h de  ]dus  forts 
hoiioraires ; ce  siipjilement  de  profit  est  le  revenue 
d'un  capital  appele  reputation ; et  ce  ca]>ital  est 
le  fruit  des  solus,  et  des  peincs,  que  Pavocat  a 
pris  pendant  plnsieurs  annees.” 

23.  AA^e  must  beg  our  readers  to  ob.serve  the 
astounding  self-contradiction  contained  in  these 
passages.  In  the  former  ones  he  denies  that  im- 
material products  are  capital,  or  that  anything 
but  material  jirodiicts  can  be  accumulated,  and 
transmitted  from  hand  to  hand.  In  tiie  latter,  he 
maintains  that  these  immaterial  products  are 
capital,  that  they  are  the  fruit  of  accumulated 
industry,  and  that  they  may  be  transferred  from 
hand  to  Iiaud!  Now,  unfortunately,  this  is  only 
one  example  among  many  of  the  self-contradic- 
tions of  Economists;  and  then  it  is  said  that 
Political  Economy  cannot  be  made  au  exact 
science ! 

24.  At  page  154  he  very  justly  says  that  edu- 
cation is  capital. 

“ Uue  autre  especc  d'epargne  est  celle  qu’on 
fait  eu  sc  procuraut  des  taleus,  en  elevaut  ses 
enfans,  &c.  Si  ces  talens  sont  lucratifs,  ils  repre- 
seiiteiit  un  capital  dont  la  rente  est  dans  les 
profits  qu’ils  poiirront  procurer.  * * * Une 
famine  meme  de  simples  manouvriers,  qui  a les 
moyens  d’elever  un  eutant  jusqii’  a Page  d'homme. 
mais  qui  n’a  pas  les  moyens  de  lui  donner  aucun 
talent,  u’en  a pas  moins  accuiniile  nii  capital  au 
profit  de  ce  fils  ; car,  par  uue  suite  de  privations, 
et  d'epargues  sur  ses  autres  depenses,  elle  eu  a 
fait  un  hoinme  capable  de  gaguer  un  salairo 
qiielconque,  qui  est  le  revenu  d'lui  capital  appele 
homme  ; car  uu  houime  fait,  quel  qu’il  soit,  est  un 
capital  accitmuler 

At  ]».  1G3.  “Or  cette  population-1  h,  resultat 
des  avances  successlvemeiit  faites  pour  la  mettre 
a ce  point,  est  elle  memo  un  capital  acciunule. 
Les  richesses  des  nations  se  reduiseni  done  a ces 
capitaux,  et  les  cajiitaux  ne  s'acquiereut  quo  par 
Pepargne.  C'cst  elle  seule  qui  a fait  Popnlence 
de  la  Hollaiide,  de  PAiigleterre,  qui  a fait  la 
notre,  et  qui  la  porterii,  j’espere,  fort  au-delA  de 
ce  que  nuus  la  voyons. 

“ L”e.st  la  fausse  idee  qu’on  ne  ponvait  epargner 
(pie  les  produits  materiels  pour  en  faire  des  capi- 
taux  durables,  qui  a empeclie  Adam  Smith,  et 
apres  lui  plusieurs  ecrivaius  Anglais,  de  regarder 
comme  productif,  les  travaux  (]ui  ne  logout  de 
valeur  dans  aucuue  matiere ; coimne  ceux  d'lin 
institiiteiir,  (Pun  avocat,  d'un  medecin. 

“ Ces  auteurs  ne  se  sont  pas  aper^-us  que,  bien 
que  de  seinblables  travaux  soieiit  uece^irement 
consommes  a mesure  (lu’ils  sont  executes,  iU 
peuvent  etre  consommes  d'mie  maniere  repro- 
ductive; d’une  maniere,  coiisequemment,  qui 
perpetue  la  valeur  qu'ils  ont  eu,  et  pout  en  faire 
un  capital.  Le  capital  d'un  artiste  est  sou  talent ; 
or  son  talent  est  ne  des  leijons  qu’ils  a requs.  L«s 
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leijoi  5 ont  6tC‘  consommees,  mais  il  est  ne  de  cette 
cons*  inmation  luie  contro-valeur,  inise  en  reserve 
dans  la  tote  d’elevect  deveinie  un  capital  produc- 
tif.  Une  nation  ou  il  y a beancoup  de  talens 
acqu  s,  soil  dans  les  beaux  arts,  soit  dans  les  arts 
indu  tricis,  cst  incontestablenient  plus  riche  fprune 
autrt  nation  on  les  nieines  talons  n'existent  jias. 
Elle  obtieiit  tons  les  aiis,  en  raison  de  cotte  su- 
perb rite  de  talons,  de  plus  gros  profits,  des  re- 
veiiu  *s  plus  considerables.'* 

J.  IL  Say  in  tiie  preceding  extract  blames 
Adai  i Smith  for  excluding  immaterial  products 
from  national  wealth.  If  he  had  looked  to  his 
own  trevious  treatise,  he  would  have  found  some 
one  t l.se  to  blame,  nearer  than  Adam  Smith. 

At  p.  5^0,  he  says, — 

i ans  une  classitication  des  choses  possodees 
qui  lis  embrasse  toutes,  en  fosaut  un  evaluation 
des  liens  d’uno  nation,  d’une  cominuuaute,  d’lm 
parti  ulicr,  nous  ne  serious  jamais  certains  de  la 
faire  *ompleto.  * * ♦ 

“I  os  projiriotes  so  composaut  de  nos  biens, 
quels  qu’ils  soiont,  comprcimeiit  nos  biens  naturels 
en  m nie  tenij>s  qiie  nos  riohesses  soeiales.*’ 

Ai  tl  after  going  through  several  descriptions  of 
perso  lal  talents,  he  says, — 

“ ( e (pie  jc  vous  ai  dit  suffit,  jc  pense,  pour  vous 
conv:  inere,  messieurs,  que  les  faeultes  iiulus- 
triell  s sont  des  proprietes  du  meme  genre  que 
toute  les  autres,  et  que  ee  n’est  qu'en  les  resjtec- 
tant  i Tegal  de  toutes  les  autres  qti’oii  obtient 
tons  es  avaiJtages  sociaux  attaches  an  droit  de 
propi  ete.  Par  la  meme  raison  cette  esptce  de 
propi  ete,  qnoiqifelle  piiisse  ditiicilement  se  tra- 
duire  en  chitfres,  fait  iieaiimoins  partie  des 
riche.'  <es  geiK-rales  d’niie  nation.  Une  nation  ou 
les  Ci  [laeiu's  industriellcs  sont  plus  noinbrenses, 
plus  hiiinentes  qu'uilleurs,  est  uu  nation  plus 
riche.  ’ 

Of  he  two  treatises  from  which  these  extracts 
are  L ken,  the  latter  was  juiblished  very  consider- 
ably ater  than  the  first,  and  consequently  in  the 
remai  kable  self  contradiction  displayed  in  them, 
we  m y tairly  take  the  latter  as  the  more  matured 
opinif  11  of  the  author. 

26.  AVe  shall  now  see  what  Ricardo  says. 

At  j.  16,  Principles  oj  Political  Economy ^ 3rd 
editio  i,  we  meet  with  the  following: — 

“ E en  in  that  early  state  to  which  Adam  vSmith 
refcr>  some  capital,  thougli  po.ssibIy  made  and 
aeciui  nlated  by  the  hunter  himself,  would  be  ne- 
cessai  to  enable  him  to  kill  his  game.**  One 
would  imagine,  that  on  the  first  introduction  of 
such  , n iinjiortaiit  word  a.s  Capital,  some  little 
exitlai  atiou  would  have  been  given  of  it.  By  no 
ineam  'i  he  bewildered  reader  goe.s  on,  and  on, 
and  01 , all  the  while  wondering  what  tins  strange 
word  :an  mean,  till  at  last,  at  page  89,  no  less 
than  ^3  pages  after  it  has  been  first  introduced, 
he  fim  s tUh  panigraph, — 

“Ci  pital  is  that  part  of  theAVealth  of  a country 
which  is  einployed  in  production,  and  consists  of 
food,  I lothiug,  to'ds,  raw  materials,  machinery, 
&c.,  nt  cessary  to  give  effect  to  labor.*’ 

Her  ■ at  length  we  might  supiiose  that  light  bad 
brokei  in  upon  us,  but,  ou  the  contrary,  it  is 
darkei  than  ever;  for,  instead  of  one  unexplained 
word,  v'e  have  two,  wealth  and  production.  What 
is  wea  th  ? and  what  is  production  ? Of  these  we 
may  gither  that  wealth  means  material  things 
exclus  vely,  but  what  production  is  we  have  not 


been  able  to  di3C0^  er  from  the  whole  of  Ricardo's 
work. 

27 . Maltlius,  Dejinitions  of  Political  Econowyj 
p.237,  defines  capiial  to  be, — 

“ That  jiortion  of  the  stock  of  a country  which 
is  kept  or  employed  with  a view  to  profit  in  the 
production  or  distribution  of  wealtli  ;’*  and  he  de- 
fines stock  to  be  accumulated  wealth,  either  re- 
served by  the  CGu>nnier  for  his  consumption,  or 
kept  or  employed  with  a view  to  profit,  and  he 
defines  wealth  to  consist  entirely  of  material 
objects. 

28.  Mr.  Senior,  Political  Economy^  p.  59, 
says,— 

“ The  term  Capital  has  been  so  variously  de- 
fined, that  it  may  b-*  doubtful  whether  it  have  any 
generally  received  meaning,  AVe  think,  however, 
that  in  popular  acceptation,  and  in  that  of  Econo- 
mists theinselves,  v lieu  they  are  not  reminded  of 
their  definitions,  that  Avord  signifies  an  article  of 
wealthy  the  result  of  human  exertion^  employed  in 
the  production  or  distribution  of  wealth,  AA'e  say 
the  result  of  human  exertion,  in  order  to  exclude 
those  productive  instruments  to  Avhich  we  have 
given  the  name  of  mitural  agents,  and  Avhich  afford 
not  profit,  in  the  scientific  sense  of  that  word,  but 
rent. 

“ It  is  evident  tlmt  Capital,  thus  defined,  is  not 
a simple  productive  instrument;  it  is  in  most 
cases  the  result  of  all  the  three  productive  instru- 
ments combined.  Some  natural  agent  must  have 
afforded  the  material,  some  delay  of  eiijoymeat 
must  in  general  have  reserved  it  from  unproduc- 
tive use,  and  some  labor  must  in  general  have 
been  employed  to  prepare  and  preserve  it.  By 
the  word  abstinence  we  u'ish  to  express  that  a^ent^ 
distinct  from  labor  and  the  agency  of  nature^  the 
concurrence  of  which  is  necessary  to  the  existence 
of  (Lapital^  and  which  stands  in  the  same  relation 
to  Profit  as  Labor  does  to  Wages,  AVe  ai*e  aware 
that  Ave  employ  the  Avord  abstinence  in  a more 
extensiAG  sense  thim  is  AA'arranted  by  common 
usage.  Attention  usually  draAvn  to  abstinence 
only  Avhen  it  is  not  united  Avith  labor.  It  is  re- 
cognized instantly  in  the  conduct  of  a man  who 
alloAvs  a tree,  or  a domestic  animal,  to  attain  its 
lull  gi'owth  ; but  it  is  less  obvious  Avhen  he  plants 
the  sapling,  or  soavs  1 he  seed  corn.  Tiie  observer’s 
atteiilion  is  occupied  by  the  labor,  and  he  omits 
to  consider  the  additional  sacrifice  made  Avheu 
labor  is  undergone  fin-  a distant  object  * * * 

^‘AA'e  have  already  defined  Cajiital  to  be  an 
article  of  Avealth,  the  result  of  hiimau  exertion, 
employed  in  the  production  or  distribution  of 
AA-ealth  ; and  Ave  have  observed  that  each  indivi- 
dual article  of  AA’ealth  is  in  general  the  result  of  a 
combination  of  nil  the  three  great  instruments  of 
production— labor,  al)stiuence,  and  the  agency  of 
nature.” 

At  p.  134,  Mr.  Senior  includes  intellectual  ca- 
pital,— 

“Even  in  our  present  state  of  civilization,  Avhich, 
high  as  it  appears  by  comparison,  is  far  short  of 
Avhat  may  be  easily  conceived,  or  even  of  Avhat 
may  conhdeiitly  be  expected,  the  intellectual  and 
moral  caintal  ol  Great  Britain  far  exceeds  all  her 
material  capital,  not  only  in  importance,  but  cA'cn 
in  productiveness.  1 he  families  that  receh’e  mere 
wages  probably  do  not  form  a fourth  of  the  com- 
munity ; and  the  coniparatiA*eIy  large  amount  of 
the  AA'ages  even  of  these  is  principally  owing  to 
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the  capital  and  skill  with  Avhich  their  efforts  are  - supply  of  complicated  machinery  by  which  labor 
assisted  and  directed  by  the  more  educated  mem-  is  rendered  productive  in  the  most  ai’tificial  stales 
bers  of  the  society.  Those  Avho  receive  mere  nmt,  of  society.  The  provision  Avhich  is  made  of  these 
CA-eii  using  that  Avord  in  its  largest  sense,  are  still  instruments  is  called  Capital. 
fcAA-er ; and  the  amount  of  rent,  like  that  of  wages,  “This,  however,  is  not  the  Avhole  of  what  is  de- 
]>rincipally  depends  on  the  knoAvledge  by  Avhich  nominated  Capital.  Labor  in  its  earliest  ^lage  is 
the  gifts  of  nature  are  directed  and  employe<l.  not  employed  upon  any  materials  but  such  as 
The  bulk  of  the  national  re\x*nue  is  profit,  and  of  nature  ])resents,  Avithout  any  i)rct>aration  at  the 
that  profit  the  portion  Avhich  is  mere  interest  on  hands  of  man.  AATien  the  savage  climbs  the  tree, 
material  capital,  probably  does  not  amount  to  one-  to  gather  the  fruit ; Avhen  the  huntsman  tears  down 
third.  The  rest  is  the  result  of  personal  capital,  the  branch  to  form  his  club  or  his  boA\%  he  opL*r- 
or  in  other  Avords  of  education.  ates  upon  materials  Avhich  are  prepared  for  him  by 

“ It  is  not  on  the  accidents  of  soil  or  climate,  or  the  hands  of  nature.  At  a subsequent  stage  in 
on  the  existing  accumulation  of  the  material  in-  the  progress  of  industry,  the  materials  upon  Avhich 
struments  of  production,  but  on  the  quantity  and  labor  is  employed,  have  generally  been  the  result 
diffusion  of  this  immaterial  capital,  that  the  Avealth  of  previous  labor.  Thus  the  fiax  and  the  cotton, 
of  a coniitry  depends.  The  climate,  the  soil,  and  which  are  to  be  manufactured  into  cloth  ami 
the  situation  of  Ireland  have  been  described  as  muslin,  have  been  the  result  of  the  labor  of  agri- 
superior, and  certainly  are  not  much  inferior  to  culture;  the  iron  has  been  the  result  of  the  lalxu's 
our  own.  Her  poA-erty  has  been  attributed  to  the  of  the  miner  and  smelter,  and  so  of  other  things. 
Avant  of  material  capital;  but  Avere  Ireland  now  The  materials  upon  AA'hich  labor  is  to  be  employ- 
to  exchange  her  native  ]>opulatiou  for  seven  mil-  ed,  when  they  have  been  the  result  of  previous 
lions  of  our  English  North  countrymen,  they  labor,  are  also  denominated  Capital. 

Avould  quickly  create  the  capital  that  is  AA'anted.  “AVlien  ^YQ  speak  of  labor  as  one  of  the  instrii- 
And  Avere  England  North  of  Trent,  to  be  peopled  ments  of  production,  and  of  cajiital  as  the  other, 
exclusively  by  a million  of  families  from  the  these  Iaao  constituents,  namely,  the  insti  umeuts 
AV'est  of  Ireland,  Lancashire  and  Yorkshire  aaouUI  Avhich  aid  labor,  and  the  materials  upon  Avhich  it 
still  more  rajiidly  resemble  Connaught.  Ireland  is  employed,  are  all  that  can  be  correctly  included 
is  physically  poor  because  she  is  morally  and  in-  in  the  idea  of  Capital.  It  is  true  that  wages  are 
tellectually  ])oor,  because  she  is  morall}-  and  in-  in  general  included  under  that  term.  But  hi  that 
tellectually  uneducated.  And  while  she  continues  sense  labor  is  also  included,  and  can  no  longer  be 
uneducated,  Avhile  the  ignorance  and  violence  of  spoken  of  as  an  instrument  of  i)i\»ductiou  apart 
lier  population  render  persons  and  property  inse-  from  capital. 

cure,  iuid  |)revcnt  the  accumulation  and  prohibit  “ AV'^e  ha\'e  already  seen,  that  Avhenever  labor  is 
the  introduction  of  capital,  legislali\’e  measures,  spoken  of  as  a separate,  distinct  instrument  of 
intended  solely  and  directly  to  relicA'e  her  poverty,  production,  the  idea  of  the  subsistence,  or  con- 
may  not  indeed  be  ineffectual,  for  they  may  aggra-  sumption  of  the  laborer,  for  which  AA'ages  is  but 
vate  the  disease,  the  symptoms  of  Avhich  they  are  another  name,  is  included  in  the  idea  of  the  labor, 
meant  to  palliate,  but  undoubtedly  Avill  be  pro-  “ Having  thus  endeavoured  to  annex  jireciso 
ductive  of  no  permanent  benefit.  KnoAvledge  has  ideas  to  the  terms  Capital  and  Labour,  a matter 
been  called  poAA'er ; it  is  far  more  certainl}"  Avealth.  of  the  utmost  importance  in  the  study  of  Political 
Asia  Minor,  Syria,  Egypt,  and  the  northern  coast  Economy,  and  to  distinguish  their  respective  de- 
of  Africa,  Avere  once  among  tlie  richest,  and  are  partmeuts  in  the  business  of  i»roduction,  it  is  only 
noAv  among  the  most  miserable  countries  in  the  further  necessary  to  advert  to  the  origin  of  capital 
world,  simply  because  they  liave  fallen  into  the  and  the  Iuavs  of  its  accumulation, 
hands  of  a people  Avithout  a sufficiency  of  the  “ It  is  easy  to  discover,  that  the  source  from 
immaterial  sources  of  Avealth  to  keep  up  the  ma-  AAliich  capital  is  ultimately  derived  is  labor.  Pro- 
tcrial  ones.”  ductioii  of  necessity  begins  Avith  hands.  There 

It  Avill  be  seen  further  on  in  this  article  how  can  be  no  iiistrnment  till  it  is  made ; and  the  first 
entirely  AA'e  agree  in  Mr.  Senior’s  opinions  on  this  instrument  had  no  preA’ious  instrument  to  be 
point.  made  Avith. 

29.  Mr  James  Mill,  Elements  of  Political  “ The  first  portion  of  Capital,  therefore,  was  the 
Economy,,  3rd,  Edition,  p.  16  says, — result  of  pure  labour,  without  the  co-operation  uf 

“ We  liaA'e  already  observed  that  labor  per-  Capital.” 
forms  its  operations,  either  simply,  by  the  unaided  30.  No  person  familiar  with  the  method  of  pro- 
pOAvers  of  the  human  body ; or  Avith  the  use  of  in-  cceding  in  Natural  Philosophy  can  fail  to  see  the 
struments,  Avhich  augment  not  only  the  quantity,  utterly  unscientific  character  of  the  preceding 
but  often  also  the  accuracy  and  precision  of  its  extract.  It  is  a mere  arbitrary  ennmeratiou  of 
results.  AA^hat  Mr.  Mil!  considers  to  be  Capital;  but  there 

“ As  examples  of  the  earliest  and  simplest  of  the  is  no  general  idea  given  of  it,  Avhich  is  Avliat  avo 
instruments,  coutrived  for  this  purpose,  Ave  may  Avaut.  It  is  perfectly  e:isy  to  see  the  iucorrect- 
ineiitiou  the  boAv  and  arrow,  and  the  sling,  of  the  ness  of  the  assertion  of  the  last  piu*agraphs.  Pro- 
huntsman. The  spade  is  an  instrument  easily  duction  does  not  begin  Avith  hands.  Did  the 
invented  for  turning  tlie  soil;  and  a certain  rude  hands  of  man  produce  the  first  cattle,  the  first 
machine,  to  Avhich  tlie  force  of  cattle  may  be  corn,  the  first  fruit  trees?  It  is  perfectly  clear 
applied,  and  Avhich  is  the  first  form  of  a plough,  that  tlie  first  capital  existed  before  labor,  as  Ave 
suggests  itself  at  an  early  stage  of  imiirovemeut,  haA'c  sheAVu  afterAA'ards. 

“Erom  these  begiuuitigs  men  proceed,  iiiA-eiit-  31.  JMr.  McCulloch  has  also  introduced  an 
ing  one  instrument  after  another,  the  axe,  the  arbitrary  definition  of  Capital.  Principles  of 
hammer,  the  saw,  the  Avlieel,  the  Avheel-carriage,  PoUticed  Economy.  4th  edit.,  p.  100. 
aud  so  on,  till  they  arrive  at  last  at  that  copious  I “ The  Capital  of  a country  consists  of  those 
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pan  onx  of  the  produce  of  industry  existing  in  tV, 
whi  h may  be  dirfxtly  employed  either  to  support 
hun.  rri  beings^  or  to  facilttnte  production.  . . . ” 
Thf  italics  are  the  aiitlior's  own.  From  this  it 
evic  ently  appears  that  Mr.  McCulloch  means  by 
Cap  tal,  simply  the  quantity  of  things  alnsuly 
exi;:ing  upon  whicli  labor  lias  been  empUtyed. 
He  allows  that  this  definition  differs  entirely 
tron  that  of  Adam  Smith,  and  Ave  believe  from 
that  of  any  other  Economist  Avhatever,  and  we 
hav  110  hesitation  in  rejecting  it. 

3 . Rossi  entirely  dissents  from  the  definition 
of  A Ir.  ^IcCulloch.  Vours  d Economic  Politique^ 
T.  HI.  p.‘>79. 

“ L'oenvre  de  la  production  exige,  outre  le  tra- 
vail le  conconrs  du  capital.  Xous  avons  souvent 
dit  i e qu'on  entend  ]>ar  capital.  Dans  le  laiigage 
de  I science,  ce  n’est  pas  une  richesse  qucl- 
com  ue,  ce  n'est  jias  une  valeur  quelconque,  c’est 
uni(  uement  cette  partie  des  valeurs  qiii  est  ap- 
pli<)  lee  h la  production.  Encore  une  fois,  dans 
le  h iigage  cominun,  on  appelle  du  nom  de  capital 
les  ierres  juvcienses  qii’niie  femme  a dans  son 
4crii  , les  tableaux  <pi'un  amateur  a dans  sagaleric  ; 
mai;  le  capital,  instrument  de  la  production,  n’est 
autr  ‘ chose  que  cette  partie  des  valeurs  qui  est 
appl  quee  a la  reproduction  de  la  richesse. 

“ Vinsi,  si  en  nous  demande — Les  machines 
sont  dies  un  capital?”  11  n’y  a aucun  donte.  “Le.s 
anin  aux  appliques  an  travail, sont  ils  un  capital  ? ” 
II  n' a aucun  donte.  “ Les  hangars,  boutiques, 
lnai^  )iis servants au travail,  sont-ilsun capital?”  II 
n'y  i encore  aucundoute.  “L’argentmonnayeest  il 
un  c pital?”  Larcponseestlamcme.  Jele  re- 
pete  c'est  par  la  destination,  et  uiiiquement  par  la 
(lest  iiation,qnVmsait  si  une  partie  quelconque  des 
vale  irs  nationales  est  ou  n’est  pas  un  capital. 

*.insi  I'argent  que  I'avare  enfonit  dans  son  jar- 
din,  u’est  pas  uti  capital  taut  qu’il  reste  enfoui 
pare  ■ qu’il  ne  sert  pas  a la  production,  parce  qu’il 
n'est  pas  disponible,  parce  qu'il  n’est  pas  otfert  sur 
le  n irche  comme  instrument  de  la  production. 
Mai.-  Targent  qn’im  fabricant  pent  emprunter, 
Targ  nt  (lu'un  capitaliste  est  toujours  dispose  i 
pret*  r,  ponrvu  qu’on  lui  ofire  des  garanties,  des 
sure)  es  suftisantes,  cet  argent-la  est  nn  capital.” 

33  Mr.  John  Stuart  Mill,  Principles  of  Po- 
litico ' Economy^  B.I.C.  IV.  says  that  there  are 
thret  requisites  to  production,  labor,  natural 
agen  s,  and  a stock  of  the  products  of  former 
laboi  previously  accnniulated.  “This  accumu- 
lated stock  of  the  produce  of  labor  is  termed 
capii  d.  * * ♦ 

“ ( apital,  by  persons  wholly  unused  to  reflect 
on  t e subject  is  supposed  to  be  synonymous 
with  money.  To  expose  this  misapjireheiisiou 
woiil  1 be  to  rqieat  Avhat  has  been  said  in  the 
intro  iuctory  chaiiter.  Money  is  no  more  syn- 
onyn  ous  Avith  capital  than  it  is  Avith  AA'ealth. 
Mon  y cannot  iu  itself  perform  any  part  of  the 
offict  of  capital,  since  it  can  afford  no  assistance 
to  pr  >duction.  To  do  this  it  must  be  exchanged 
for  0 lier  things;  and  anything  which  is  susceptible 
of  hi  ng  exchanged  for  other  things^  is  capable  of 
contr  huting  to  production  in  the  same  degree. 
Wha  capital  does  fVa*  production,  is  to  afford  the 
sholt  r,  protection,  tools,  and  materials  Avhich  the 
Avorli  requires,  and  to  feed,  and  otherAvise  main- 
tain lie  laborers  during  the  process.  Speaking 
of  th  : manufacturer,  he  says,  “ His  money  and 
finisl  ?d  good.s,  however,  are  not  wholly  capital, 
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I for  he  does  not  wholly  devote  them  to  thc.se  pnr- 
I po.ses;  he  employs  a part  of  the  one,  and  of  the 
proceeds  of  the  other,  in  supplying  his  personal 
consumption  and  that  of  his  family,  or  in  hiring 
grooms  and  valet'^,  or  maimaining  hunters  and 
hounds,  or  in  edmating  hi.s  children,  or  in  paying 
taxes,  or  in  charity.  \Vhat  then  is  his  capital  ? 
Precisely  that  parr,  of  his  possessions  whatever  it 
be,  Avhich  he  designs  to  employ  in  carrying  on 
fresh  production.  It  is  of  no  consequence  that  a 
part  or  even  tlie  Avhole  of  it,  is  in  a form  in 
Avliich  it  cannot  directly  supply  the  wants  of 
laborers. 

“ Suppose,  for  instance,  that  our  capitalist  is  an 
hardAA'are  manufai  turer,  and  that  his  stock  in 
trade,  over  and  above  his  machinery,  consists  at 
present  wholly  in  iron  goods.  Iron  goods  cannot 
feed  laborers.  N'*vertheless  by  a mere  change 
of  the  destination  i»f  these  iron  goods,  he  can  cause 
laborers  to  be  fed.  Suppose  that  with  a portion 
of  the  proceeds  he  intended  to  maintain  a pack  of 
hounds,  or  an  e.stablishment  of  ser\  ants;  and  that 
he  changes  his  intention,  and  employs  it  in  his 
business,  paying  it  in  Avages  to  additional  work- 
people. These  Avorkpeople  are  enabled  to  buy 
and  consume  the  food  Avhich  Avould  otherwise 
have  been  consumed  by  the  Iioumis,  or  by  the 
servants,  and  thus,  Avithout  the  employer’s  having 
seen  or  touched  one  particle  of  the  food,  his  con- 
duct has  determined  that  so  much  more  of  the 
food  existing  in  the  country  has  been  devoted  to 
the  use  of  produciive  laborers,  ami  so  much  less 
consumed  iu  a manner  Avholly  unproductive. 

* * * 2'he  distinction  then^  between  Capital 

and  not-capital.,  dors  not  lie  in  the  kind  of  commo- 
dities^ but  in  the  mind  of  the  capitalist— h\  his  Avill 
to  employ  them  for  one  purpose  rather  than  for 
another;  and  all  property,  however  ill  adapted  in 
itself  for  the  use  of  laborers,  is  a part  of  capital 
as  soon  as  it,  or  the  value  to  be  received  from  it, 
is  set  apart  for  productive  employment.  The 
sum  of  all  the  values  so  destined  by  their  respec- 
tive possessors,  composes  the  capital  of  the  country. 
"Whether  all  tho.-^e  values  are  in  a shajie  directly 
applicable  to  productive  uses,  makes  no  difference. 
Once  appropriated  to  that  end,  they  do  not  fail 
to  find  a Avay  of  transforming  themselves  into 
things  fitted  to  be  applied  to  it,” 

Thus  Mr.  Mill  fully  agrees  in  the  distinction 
that  capital  is  m-t  any  particular  thing,  but 
that  Avhether  an  article  is  capital  or  not,  entirely 
depends  on  the  mei  hod  in  which  it  is  employed, 
and  he  also  says  that  anything  Avhich  can  be 
exchanged  may  bi*  Capital, — an  admission  avo 
shall  find  hereafter,  to  he  of  the  most  important 
con.seqnoncc. 

34.  ^1.  Coqucliti,  in  the  Dictionnaire  (TEcon- 
omie  Politique^  art.  Capital,  says  “on  pent  dire 
d'tine  maniere  generale  que  le  capital  est  le  fruit 
de  raccumuhition.  C’est  I’en-semble  des  valeurs 
anterieurenient  sonstraites  la  consommation 
iraproductive,  et  que  ie  passe  a leguees  au  ]>resent. 

* * ” Sauf  quelqiies  ecrivains  qui  ne  font  pas 
autorite  dans  la  science,  tons  les  econoinistes 
s’accordent  A ne  pas  comprendre  sous  la  denomi- 
nation de  capital  la  terre,  ni  les  instruments 
donnes  par  la  nature,  niais  seulement  les  valeurs 
crees  de  main  d’  Iiomuie,  et  aiiterieui’ement  ac- 
cuniulees.” 

35.  On  comparing  the  definitions  of  Capital,  as 
used  by  these  vaiioiis  writers,  Ave  may  gather  dis- 
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tinctly  that,  with  few  exceptions,  they  acknow-  i 
ledge  that  nothing  is  absolutely  capital,  but  that 
whether  it  is  so  or  not,  depends  upon  the  method 
of  its  use,  or  cinplovmeiit. 

Til  is  would  be  perfectly  satisfactory  as  a general 
definition,  but  it  Avill  be  seen,  they  all  clog  this 
definition  Avith  the  limitation  that  it  is  the  fruit 
of  past  labor.  Tims  Ave  tiiink  that  the  spirit  of 
tliese  definitions  may  be  expressed  thus, — 

Capital  is  wealth  accumulated  from  past  liuman 
labor,  and  emi>loyed  in  a particular  manner. 

36.  Upon  looking  at  this  definition  it  imme- 
diatel}'  strikes  us  that  it  violates  the  first  canon 
laid  down  above  ; it  is  not  general,  it  is  limited, 
for  it  is  not  AA'oaltli  in  general,  but  Avealth  the 
fruit  of  past  human  labiu*. 

The  (piestion  is  to  consider  AA'hether  this  limita- 
tion is  necessary  and  essential,  or  Avliether  it  may 
be  rejected. 

Koav  Ave  obserA'e  that  though  a great  ptudion  of 
existing  capital  may  be  the  result  of  human  labor, 
it  is  perfectly  manifest  tliat  the  first  capital  men 
posse.ssed,  Avas  not  the  result  of  human  labor. 

Wlieii  man  A\as  first  placed  upon  the  earth,  it 
is  undouhtedly  certain  that  he  found  tlie  means 
of  support  already  prepared  for  him.  This  is  a 
conclusion  that  all  agree  in.  The  most  ardent 
sticklers  for  the  literal  interpretation  of  the  first 
chapter  of  Genesis,  and  the  most  sco])tical  of 
geologists,  are  iinauimously  of  of>iuion,  tliat  hoAv- 
CA'er,  or  Avhenever,  man  appeared  upon  the  earth, 
he  found  fruits,  and  corn,  and  cattle,  and  fish 
already  on  the  earth  prepared  for  his  use.  No 
one  can  allege  that  the  first  cattle,  the  first  fruits, 
or  tlie  first  corn,  AA'ere  the  result  of  limnan  labor. 

Mankind  theretVu’e  employing  part  of  these  for 
immediate  use,  and  setting  aside  and  reserving 
another  portion  fin*  increase,  for  reproduction,  for 
producing  something  for  future  n.se,  immediately 
turned  them  into  capital,  Avhich  was  nut  the 
result  of  human  labor. 

37.  Moreover,  though  flocks  and  herds  may 
be  tended  and  appropriated,  and  may  be  kept  for 
the  purposes  of  increase,  ami  that  increase  may 
be  again  applied  to  the  purposes  of  increase,  it  is 
quite  clear  that  it  is  a most  violent  abuse  of  lan- 
guage to  say  that  cattle,  a species  of  capita! — in 
fact,  a corruption  of  the  Avord — arc  the  fruits  of 
acciumilated  human  labor. 

We  may  say  the  same  of  fruit-bearing  trees ; 
they  are  ca|tital,  but  cannot  properly,  as  Ave 
think,  be  called  the  fruits  of  human  labor. 

AVe  may  say  the  same  of  corn,  though  about 
that  there  is  more  human  labor  employed;  it 
seems  to  ns  to  be  an  incorrect  use  of  language  to 
call  corn  the  result  of  human  labor.  Alan,  indeed, 
may  plant  and  Avater,  but  is  it  man  that  makes 
the  corn  groAv  ? Paul  may  plant,  and  Apollos 
may  Avater,  but  it  is  God  that  giveth  the  increase. 

38.  XoAA',  no  doubt,  it  is  undeniably  true  that 
a gi*eat  quantity  of  capital  is  the  result  of  accu- 
mulated human  labor;  but  as  aac  have  shcAvn 
that  all  original  capital,  and  a great  portion  of 
existing  capital,  is  not  the  result  of  human  labor, 
it  manifestly  folloAvs  that  the  limitation,  “the 
accumulation  of  pavSt  human  labour,”  is  not  the 
essence,  but  the  accident  of  capital,  and  must  be 
rejected  from  the  general  definition.  It  is  a very 
strong  instance  of  the  great  general  law  in  In- 
ductive Logic,  that  in  framing  conceptions  and 


axioms  the  negative  instance  is  the  stronger  of 
the  tAA*o. 

In  fact,  it  is  quite  clear  that  to  insert  that 
qualification,  “ the  jinnluce  of  ]>ast  human  labor,” 
is  to  give  a description  of  hoAV  it  Avas  got;  and 
many  authors  content  themselves  Avith  telling  us 
tlic  things  they  consider  to  be  Capital.  Xow,we 
do  not  Avant  a description  of  hoAV  capital  is  got,  or 
an  enumeration  itf  Avhat  things  are  Cai»ital,  but 
Avc  Avant  a Conception  or  Definition  of  what 
Caiiital  is. 

30.  AVe  coudmle,  therefore,  that  the  definition 
of  Capital  must  be  disembarrassed  of  the  con- 
dition Avith  wliieh  it  is  clogged,  and  we  obtain 
our  first  generalisation,  that  Capital  is  any  Eco- 
nomical Element  appropriated  to  the  purjwse  of 
profit,  or  increase. 

40.  In  fact,  this  is  in  exact  accordance  Avitli 

Mr.  Senior’s  remark,  p,  67.  “ Hut  Economists 

are  agreed  that  avhatever  gives  a profit  is  pro- 
perly termed  Capital.” 

XoAA-,  Avliy  should  Mr.  Senior,  having  obtained 
this  excellent  definition,  which  fulfils  the  con- 
ditions of  a true  scientific  conception,  in  another 
place  limit  capital  “ to  be  au  article  of  AVealth, 
the  result  of  human  exertion?”  It  is  prfectly 
clear  that  the  A'ery  terms  of  the  definition  in- 
clude labor  itself  as  capital.  A Avorkman’s  labor 
gi\’es  him  a profit,  it  is  therefore  his  capital, 

41.  And  so  Air.  J.  S,  Alill,  as  we  have  seen 
above,  lays  doAvn  the  general  proposition,  that 
anything  that  may  be  exchanged  may  be  used 
as  capital.  AVhy,  then,  having  obtained  this 
general  conception,  does  he  proceed  to  clog  it 
Avith  limitations  and  conditions? 

We  shall  see  further  on  in  tliis  article,  that 
there  are  abundance  of  things  Avhich  produce  a 
profit,  and  Avhich  may  be  exchanged,  Avhich  are 
in  no  Avay  AvhateA'er  the  result  of  human  labor. 

4*2.  AVe  apply  to  the  A\'ord  Capital,  as  well 
as  to  PRODCCTION  and  Consi  mption,  a similar 
remark  to  Avhat  Dr.  AA'hately  has  applied  to 
A^alue.  Lectures  on  Political  Economy,  p.  166. 

“ It  may  be  Avorth  observing  that,  in  examining, 
framing,  or  altering  definitions  on  Political  Eco- 
nomy, you  Avill  find  in  most  persons  a jiroiieness 
(as  in  other  subjects  also)  to  introduce  accidental 
along  Avith,  or  instead  of,  essential  circumstances  : 
I mean  that  the  notion  they  attach  to  each  terra, 
and  the  explanation  they  would  give  of  it,  shall 
embrace  some  circumstances,  generally,  hut  not 
always,  connected  Avith  the  thing  they  are  speak- 
ing of;  and  Avhich  might  aceurdingly  (by  the 
strict  account  of  an  accident),  be  absent  or  pre- 
sent, the  essential  character  of  the  subject  re- 
maining the  same.  A definition  framed  from  such 
circumstances,  though  of  course  incorrect,  ami 
likely  at  some  time  or  other  to  mislead  ns,  Avill 
not  uufrequontly  obtain  reception,  from  its  an- 
swering the  purpose  of  a correct  one,  at  a ]iar- 
ticular  time  and  place.  * * * A specimen  of 

that  introduction  of  accidental  circumstances, 
Avhicli  I have  been  describing,  may  be  found,  I 
think,  in  the  language  of  a great  number  of 
Avriters  respecting  Wealth  and  A'alue,  Avho  have 
usually  made  labor  n.w.  essential  ingi*edient  in  their 
definition.  Xoav,  it  is  true,  it  so  happens,  by  the 
appointment  of  Providence,  that  valuable  articles 
are,  in  almost  all  instances,  obtained  by  Labor 
but  still  this  is  an  accidental,  and  not  an  essen- 
tial circumstance.” 
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A id  this  is  the  very  cause  >vhich  has  had  such 
a bl  f^hliug  effect  on  the  progress  of  Political  Kco- 
nom  It  is  the  want  of  the  spirit  of  generaiiza- 
tion  It  is  this  spirit  alone  whicli  can  ever  ele- 
vat(  Political  Economy  to  the  rank  of  an  exact 
scie  ce,  and  it  is  the  want  of  it,  or  indeed  the 
gem  ral  want  of  the  perception  of  its  necessity, 
that  has  kept  the  science  in  so  controverted  a state 
at  tl  e present  day. 

e return  then  to  our  general  conception  of  tlie 
tern  Capital. 

C ipital  is  an  Economical  Element  devoted  to  the 
pnrj  OSes  of  profit. 

II  jnce  anything  that  is  exchangeable,  whatever 
its  1 ature  be,  any  Economical  Element  whatever, 
ina\  be  Capital. 

A ul  any  source  whatever  which  gives  a protit 
is  O pital. 

4;  . Blit  this  opens  the  question.— What  is  an 
Eco  omic  Element ; or  an  Economic  Entity  ? 

It  is  well  known  that  a very  wide  division  of 
opir  ion  prevails  among  Economists,  as  to  whether 
the  curd  “Wealth”  or  Economic  Elements,  is  to 
be  r ‘Stricted  to  material  things,  or  includes  iiicor- 
porf  il  elements,  which  may  bo  bought  and  sold. 

V e are  now,  therefore,  to  inquire  whethei-  iii- 
corj  ireal  eleraeuts  are  to  be  admitted  into  l*oli- 
tical  Economy. 

It  is  somewhat  remarkable  that  the  earliest  ex- 
istii  X treatise  on  an  economical  subject,  is  for  the 
exp  css  purpose  of  j>roviiig  that  mental  products 
are  apable  of  being  exchanged  for  meat,  drink, 
clot  ing,  &c.,  and  that  they  are  to  be  consideml 
in  a 1 respects  wealth.^  as  much  as  material  pro- 
due  S.  (^EsCHI>KS  SoCRATlClIs). 

1 1C  very  same  doctrine,  too,  may  be  deduced 
fron  Aristotle’s  detinitiou.  He  calls  everything 
wIk  fe  value  may  be  measured  in  money,  wealtli. 
Tlii  definition  manifestly  includes  everything 
whi  h is  exchangeable,  whatever  Us  nature  be, 
win  [her  corporeal  or  incorporeal. 

4 u In  modern  times,  wlieu  the  science  was 
revi  red  by  Turgot  and  Quesiiay,thc  Physiocrates, 
win  doctrines  have  certainly  been  niisunder- 
stoc  1 on  some  points,  would  appear  to  have  ex- 
clut  ed  immaterial  wealth  from  IVlitical  Economy, 

E It  Beccaria  expressly  included  incorptireal 
eleii  ents.  He  says  that  Political  E^couomy  treats  1 
of  t le  exchange  of  products  with  products,  pro- 
due  s with  services,  and  services  ivitli  services. 
He  iius  treats  incorporeal  elements  exactly  in  the 
sani  ‘ light  as  material  ones.  He  also  marked  out 
one  [>art  itf  his  treatise  for  immaterial  products, 
but  tie  never  completed  it. 

4 i.  It  has  commonly  been  supposed,  that  Adam 
Sm  [h  excludes  iutellectuid,  or  mental,  products 
fror  Political  Economy;  but  we  think  that  upon  ! 
exa  iiination,  his  doctrine  in  one  part  of  his  work 
will  be  found  to  be  inconsistent  ivith  tliat  in 
ano  her.  Thus,  in  speaking  of  Capital,  he  ex- 
pre;  sly  includes  in  Fixed  Co/j/Yw/,  Book  II., chap. 
1.,  * the  actpiired  and  useful  abilities  of  all  the 
inh;  bitants  or  members  of  the  society.  The  ac- 
quii  ition  of  such  talents  by  the  maintenance  of  the  ; 
ac(]  lirer  during  his  education,  study,  or  appren- 
tice hip,  always  costs  a real  expense,  which  is  a 
cap  tal  fixed  and  realised.^  as  it  were,  in  his  person. 
Tin  se  talents,  as  they  make  a part  of  his  fortune, 
so  ( 0 they  likewise  of  that  of  the  society  to  which 
he  1 elongs.  The  improved  dexterity  of  a work- 
mai  may  be  considered  in  the  same  light  as  a ' 


machine,  or  instrument  of  trade,  wliich  facilitates 
and  abridges  labor,  and  which,  though  it  costs 
a certain  expense,  repays  that  expense  with  a 
profit.” 

In  this  passage,  therefore,  it  is  perfectly  plain 
that  Adam  Smith  includes  intellectual  or  mental 
wealth,  in  the  ca]>ital  of  the  country,  although 
such  is  not  generally  supposed  to  be  his  doctrine. 
Mr.  !McCiilloch  has  well  pointed  out  the  incon- 
sistency of  this  pa.-.'iage  with  his  chapter  on  pro- 
ductive and  un])ro(l  active  labor,  where  he  excludes 
all  labor  not  enq)loyed  iu  producing  some  vendible 
commodity  from  the  title  of  productive. 

46.  J.  B.  Say  has  usually  had  the  reputation 
of  being  the  first  great  Economist  who  included 
intellectual  wealth  as  part  of  the  national  capital, 
though,  as  we  have  seen,  others  preceded  him. 
We  have  also  she'cn  his  astonishing  self-contra- 
diction. In  one  treatise  he  totally  excludes  mental 
wealth  from  national  capita! ; in  another  he  ex- 
pressly includes  it. 

47.  Ricardo,  however,  altogether  excludes  any- 
thing but  material  products  from  Political  Eco- 
nomy. And  in  this  he  has  been  followed  by  James 
Mill,  and  Malthas. 

48.  Mr.  Senior,  as  we  have  seen  above,  en- 
tirely adopts  the  view  that  immaterial  wealth  is 
capital.  And  Bastiat  maintains  the  doctrine  in 
its  widest  generality,  that  anything  tiiat  can  be 
exchanged  is  an  economical  element,  and  that  any 
economical  element  may  be  capital  (Bastiat). 

49.  We  have  said  enough  to  shew  the  remark- 
able differences  of  opinion  that  prevail  among 
Economists  on  the  subject.  We  have  now  to  en- 
deavour to  discover  whether  we  can  have  the 
guide  of  analogy  from  the  physical  sciences  to 
enable  us  to  deckle  among  such  a mass  of  con- 
flicting opinion. 

50.  Xow  when  we  consider  that  Political  Eco- 
nomy is  the  science  of  exchanges,  or  at  least  that 
according  to  all  views,  exchanges  are  one  uf  tiie 
most  important  parts  of  it,  it  wouhl  certainly 
appear  that  there  can  be  no  rational  ground  for 
excluding  anything  which  is  tlie  subject  of  ex- 
change. It  is  uml'uiable  that  immaterial  services 
form  an  immense  proportion  of  tlie  exchanges 
made.  How  then  can  they  be  excluded  from  the 
science?  When  we  consider  that  iu  Mechanics 
there  are  incorpor-'a!  forces  which  can  neither  be 
seen  nor  handled,  but  yet  may  be  measured,  that 
in  Chemistry  there  are  also  Invisible  elements 
which  may  be  measured,  we  should  conclude 
from  analogy  that  in  Political  Economy  there  are 
elements  wliich  can  neither  be  seen,  nor  handled, 
but  wliich  may  be  measured  and  exchanged. 

When  we  consider  that  in  ^lechanics,  which  is 
the  science  of  foi*(  es,  from  the  very  generality  of 
the  definition,  a force  may  be  either  corporeal  or 
incorporeal ; that  in  Chemistry,  which  is  the  science 
of  combinations,  from  the  very  generality  of  the 
definition,  whatever  will  combine,  is  a chemical 
element,  whether  corporeal  or  incorporeal ; it 
follow'S  by  the  strictest  analogy,  from  the  gene- 
rality of  the  definition,  that  iu  Political  Economy, 
w'hich  is  the  science  of  exchanges,  whatever  can 
be  exchanged  is  an  economical  element,  w hatever 
its  nature  be. 

Nay,  not  only  from  the  analogy  of  these  science.s 
should  we  argue  that  incorporeal  elements  ought 
to  be  admitted,  but  if  we  are  to  have  a science  of 
Political  Economy  of  the  same  generality  as  the 
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others,  we  should  « expect  that  there  would  ] 
be  incorporeal  elements  in  it. 

Such,  we  think,  w'ouUl  he  the  obvious  consi- 
deration which  would  strike  any  one  who  re- 
flected on  the  analogy  presented  by  the  other 
sciences,  ami  we  must  therefore  examine  what 
reasons  these  authors  have  alleged,  who  have 
opposed  the  admission  of  incorporeal  elements 
into  Political  Ei’onomy. 

.11.  Now,  with  respect  to  most  of  the  authors 
above  citeil,  we  observe  that  they  do  not  allege 
any  reason  at  all  for  their  opinions.  They  merely 
announce  them.  The  first,  we  believe,  who  argued 
against  their  admission  was  Malthus ; and,  though 
somewhat  long,  we  shall  lay  his  reasons  before 
our  readers,  and  examine  into  their  validity. 
l^Ialthus  begins  his  work  by  dwelling  on  the  im- 
]>ortance  of  the  w^ord  Wealth.,  and  its  definition, 
and  he  very  justly  says,  that  it  is  a mistake  to 
sup])ose  that  a writer  is  at  liberty  to  define  his 
terms  as  he  pleases.  He  points  out  that  the  com- 
]»ar:itive  merits  of  the  system  of  the  Economists, 
or  Pliysiocrates,  and  that  of  Adam  Smith,  deitend  ] 
upon  their  different  definitions  of  wealth,  and  of  ‘ 
]>roductivc  labor.  Some  widtcrs  have  given  too  ' 
narrow  a definition  of  wealth,  others  have  ex-  | 
tended  it  too  far.  Thus  he  says,  p.  2;1, — 


confined  the  definition  to  those  objects  alone, 
whether  material  or  immaterial,  wdiich  have  value 
iu  exchange. 

“ This  definition  is  certainly  preferable  to  the 
more  comprehensive  one  ju.st  noticed,  hut  by  no 
means  to  the  extent  whicli  might  at  first  be  sup- 
posed. AVhen  it  is  considered  attentively,  it  will 
be  found  to  be  open  to  a very  great  portion  of  tlie 
objections  to  wdiicli  the  more  general  one  is  liable, 
and  to  draw'  the  line  of  demarcation  between 
what  ought,  and  Avliat  ought  not,  to  be  considered 
as  wealth,  in  the  most  indistinct  and  unsatis- 

I factory  manner, 

I “ Passing  over  the  incoiTCCtness  of  introducing 
a term  open  to  so  much  controversy  as  value  into 
a definition  of  wealth,  it  may  be  observed — 

“ 1st.  That  if  by  an  object  Avhich  lias  value  in 
exchange,  be  understood  its  susceptibility  of  being 
purchased  or  hired,  tlieii  there  is  scarcely  any 
quality  or  accomplishment,  of  the  mind  or  body, 
that  would  not  come  under  the  categiiry  of  wealth. 
The  po.ssessor  of  the  lowest  sjiecies  of  literary 
knowdedgo,  that  of  reading  and  wTiting,  may  be 
hired  to  teach  others;  and  as  all,  or  nearly  all, 
who  had  acquired  these  useful  arts  are  susceptible 
of  such  employment,  an  estimate  of  national 
w'caltli  ought  to  include  the  value  of  these  attain- 


“ Among  the  definitions  wdiich  have  extended  i 
the  meaning  of  the  term  Wealth  too  far;  L(»rd 
Lauderdale's  may  be  taken  as  an  exanqile.  He 
defines  w-ealth  to  be  ‘All  that  man  desires  as 
useful  and  delightful  to  him.’ 

“ This  definition  obviously  includes  everything, 
whether  material  or  intellectual,  wdiether  tangible 
or  otherwise,  which  contributes  to  the  advantage 
or  ideasure  of  mankind,  and  of  course  includes 
the  benefits  and  (lualificatioiis  derived  from  re- 
ligion, from  morals,  from  jiolitical  and  civil 
liberty,  from  oratory,  from  instructive  and  agree- 
able conversation,  from  music,  dancing,  acting, 
and  all  jiersonal  qualities  and  services.  It  is  cer- 
tain, liow'ever,  that  an  inquiry  into  the  nature 
ami  cause.s  of  all  these  kinds  of  wealth  would  not 
only  extend  beyond  the  bounds  of  any  single 
science,  but  would  occasion  so  gi'eat  a change  in 
the  use  of  coimnou  terms,  as  to  introduce  the 
utmost  confusion  into  the  language  of  Political 
E^conomists.  It  would  be  impossible  to  form  any 
judgment  of  the  state  of  a country  from  the  use 
of  the  terms  rich,  or  richer.  A nation  might  be 
said  to  be  increasing  in  wealth,  when  to  all  com- 
mon eyes,  and  iu  all  common  language,  it  might 
be  growing  poorer.  This  would  be  the  case,  ac- 
cording to  the  definition,  if  a diminution  of  the 
manufacturing  ami  mercantile  products  had  been 
balanced  in  the  opinions  of  some  jiersoiis  by  the 
gratifications  derived  from  the  intellectual  attain- 
ments, and  the  various  personal  (jnalities  and  ser- 
vices of  the  inhabitants.  But  how  is  this  balance 
to  be  ascertained?  How  is  it  ]>ossible  to  esti- 
mate the  degree  of  w'oalth  derived  from  these 
sources?  Yet  it  is  quite  obvious  that  we  cannot 
practically  apply  any  discussions  respecting  the 
relative  increase  in  the  wealth  of  different  nations, 
without  having  some  meaiis,  however  rough,  of 
estimating  the  amount  of  such  increase. 

“ Some  modern  writers,  wiio  do  not  clioose  to 
adopt  the  language  of  Adam  Smith,  and  yet  see 
the  confusion  which  would  arise  from  including 
under  the  head  of  wealth  every  kind  of  benefit  or 
qualification  of  which  man  is  susceptible,  have 


ments,  however  various  in  degi‘ee  and  widely  ex- 
tended. 

“2iidly.  All  the  knowledge  acquired  by  a su- 
perior educati(ui,  ami  superior  talents,  on  account 
of  similar  .susceptibility,  w'ould  have  a greater 
claim  to  be  iiicUuled  in  the  estimate.  The  pos- 
sessors of  religious  and  moral  knowletlge.  tliough 
obtained  without  any  view'  to  the  instnictiou  of 
others  for  a pecuniary  reniuneriition,  would  be 
ready  to  sell  such  instruction  under  a reverse  of 
fortune.  The  same  mar  be  said  of  a knowledge  of 
classical  literature,  mathematic.s,  history,  mitural 
philosophy,  chemistry,  geology,  mineralogy,  1>o- 
taiiy,  &c.  &c.  On  the  same  principle,  those  who 
had  learnt  to  dance,  to  sing,  or  to  fem  e for  their 
amusement,  might,  more  or  less,  imperfectly  teadi 
dancing,  singing,  or  fencing,  for  money. 

“ In  short,  if  we  include  under  the  denomina- 
tion of  w'ealth,  all  the  qualities  of  the  mind  and 
body,  hired,  we  shall  find  that  by  the  restriction 
of  the  term  wealth  to  that  wdiich  has  excliangeable 
value,  w'e  have  advanced  but  little  towards  re- 
moving the  confusion  and  uncertainty  attendant 
upon  the  former  definition  ; and  all  idea  of  esti- 
mating the  increase  of  w'ealtli  in  any  country,  or 
making  any  m(Mlerate  approaches  to  it,  must  be 
absolutely  hopeless. 

“ On  the  other  hand  if  we  confine  the  definition 
of  wealth  to  those  objects  which  either  have  been 
exchanged,  or  arc  specifically  intended  to  he  ex- 
changed, W'e  shall  attcnqit  to  draw  a broad  line  of 
demarcation  betw'een  things  whicli  in  regard  to 
their  ([ualities  are  precisely  similar ; and  further 
exclude  from  the  category  of  wealth  a great  mass 
of  articles  which  have  been  included,  ami  most 
correctly  so,  by  Adam  Smith,  and  by  almost 
every  person  who  makes  use  of  the  term,  either 
ill  writing  or  conversation. 

“ The  various  information  aciiuired  by  private 
study,  and  destined  for  private  use  and  enjoyment, 
may  he  exactly  of  the  same  kind  as  that  w hich  is 
intended  to  be  let  out,  if  aiiylxidy  will  hire  it ; 
yet  the  first  iu  this  classification  is  not  to  be 
called  wealth,  and  the  other  is.  The  person  w'ho 
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; instruction,  bays  an  amount  of  wealth,  which 
ust  be  pi’esumed  is  equal  in  value  to  what  he 
[»aid  for  it,  while  the  self  taught  person,  who 
possession  of  much  superior  knowledge,  has 
ired  no  wealth.  According  to  this  detinition 
th  cannot  be  given ; it  can  only  be  taught, 
instructions  of  llie  schoolmaster  are  wealth  ; 
;ame  instructions  given  by  a friend  or  father 
uit  wealth.  This  is  sufficiently  inconsistent ; 
:his  is  not  all.  By  tliis  definition  of  wealth, 
ry  large  ami  most  important  portion  of  ma- 
1 commodities  is  excluded  from  the  denomi- 
»n.  In  the  business  of  agriculture  aconsider- 
share  of  the  produce  is  always  destined  to 
msumed  on  the  spot  without  being  exchanged. 

* Now  this  large  mass  of  material  com- 
ities increased  as  it  would  be  by  the  flax  and 
raised,  spun,  and  wove  for  home  consnmp- 
few  it  is  conceived  would  venture  to  exclude 
the  denomination  of  wealtli ; and  yet  this 
uce  has  neither  actually  been  exchanged  for 
*y  or  other  goods,  nor  has  it  been  raised  with 
ntention  of  being  so  exchanged,  and  therefore, 
'ding  to  the  last  definition,  it  ought  uot  to  be 
dered  as  wealth. 

t must  be  allowed  nevertheless,  that  it  has 
angeable  value;  and  here  one  of  the  great 
icteristic  differences  between  material  objects, 
objects  which  are  not  material,  appears  in  a 
ing  point  of  view.  Of  the  quantity  and  quality 
e material  commodities  here  noticed  it  would 
be  difficult  to  make  an  inventory.  Many 
?hoUl  books  indeed  furnish  one;  and  knowing 
y nearly  the  quantity  and  quality  of  such 
los,  a fair  approximation  to  their  value  might 
tained  by  estimating  them  according  to  the 
:et  price  of  the  district  at  the  time.  But  in 
‘d  to  immaterial  objects,  the  difficulty  seems 
insurnionntable.  Where  is  an  iuv'ontory  to 
und,  or  how  is  one  to  be  made  of  the  quantity 
luality  of  that  large  mass  of  knowledge,  and 
ts,  reserved  for  the  use  and  consumption  of 
ndividual  possessors,  and  their  friends.  Or 
osing  it  were  possible  to  form  such  an  inven- 
liow  could  we  make  any  moderate  approa- 
towards  a valuation  of  the  articles  it 
.ined, 

■onsequently  if  by  objects  which  have  value 
cliange  we  mean  objects  which  are  susceptible 
ing  exchanged,  we  shall  include  sucli  a mass 
} mental  and  physical  qualities  of  mankind, 
make  the  term  wealth  convey  no  tolerably  i 
let  and  useful  meaning.  I 

uid  if  by  objects  which  have  value  in  ex- 
re,  we  mean  only  tliose  objects  which  have 
ily  been,  or  are  .specifically  intended  to  be 
mged,  we  shall  exclude  from  the  denomina- 
tf  wealth  a large  mass  of  material  commodities 
a have  always,  and  most  justly  been  classed 
r that  head. 

'o  get  rid  of  these  obvious  embarrassments,  it 
ometiines  been  the  practice  to  consider  the 
which  is  hired,  as  the  wealth  which  is  pur- 
d without  reference  to  its  results.  But  it 
5 very  strange  and  incorrect  to  consider  mere 
as  wealth.  No  one  would  give  anything  for 
le  were  sure  that  it  would  yield  no  gratifying 
It  Is  in  the  expectation  of  this  result 
that  labor  is  employed.  The  sick  man 
■>ys  a physician,  not  because  he  is  pleased 
the  trouble  which  he  gives  him,  but  because 
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he  expects  that  h>s  health  may  be  bonefitted  by 
the  advice  which  he  receives.  The  lawyer  is 
j consulted  and  feed,  only  because  his  client  expects 
j to  derive  some  advantage  from  the  opinion  to  be 
given,  or  the  cansi*.  to  be  pleaded.  And  even  the 
menial  servant  i>  not  hired  on  account  of  the 
desire  to  see  a man  work,  but  on  account  of  the 
trouble,  wdiich  In*  will  save  his  master  in  per- 
forming certain  ofiices  for  him,  or  the  gratification 
j afforded  to  his  v mity  by  the  show  of  having  a 
person  at  his  command. 

“The  natural  consequences  of  these  difficulties 
I is,  that  the  ablest  writers  who  have  deserted 
matter,  in  their  definition  of  wealth,  have  fallen 
almost  inevitably  into  contradictions  and  incon- 
sistencies." 

I Malthus  then  goes  on  to  shew  most  satisfac- 
torily the  astounding  contradictions  into  which 
‘ J.  B.  Say  has  fallen  in  his  various  works,  and 
i he  says, — 

I “The  fact  really  is,  that  if  we  once  desert 
' matter  in  the  definition  of  wealth,  there  is  no 

subsequent  line  of  demarcation,  which  has  any 
j tolerable  degree  of  distinctness,  or  can  be  main- 
! tained  with  any  tolerable  consistence,  till  we  have 
included  such  a mass  of  immaterial  objects  as 
utterly  to  confuse  the  meaning  of  the  term,  and 
render  it  impossible  to  speak  with  any  approach 
towards  precision,  either  of  the  wealth  of  different 
individuals,  or  difierent  nations." 

52.  AVc  may  iilso  take  what  !M.  Baudrillart 
says,  as  he  shares  the  objections  of  Malthus.  At 
p.  53  (^Manuel  fF EnoKomie  after  stating 

that  some  writers  maintain  that  all  sorts  of  work 
ought  to  rank  equally  in  political  economy,  and 
that  the  work  of  the  statesman,  the  jurist,  the 
painter,  the  priest,  and  the  ]>rofessor,  should  rank 
equally  with  that  »d*  the  agriculturist,  the  manu- 
factnrer,  or  the  merchant ; asks  if  they  have 
succeeded  in  proving  their  case,  and,  in  his 
opinion,  says  that  they  have  not.  lie  con-iiders 
tlie  case  of  the  surgeon  and  doctor,  and  says  that 
though  they  may  contribute  to  heal  a man  who 
may  produce  wealth,  still  their  services  are  not 
wealth  in  themselves.  lie  continues,  “ Les  tra- 
vaux  du  savant,  du  lettrc,  du  professeur,  da 
jiretre,  de  rarlist-*,  dans  Ic  cas  plus  ou  moius 
frequent  ou  ils  vont  a leur  but,  qui  est  rameliora- 
tioii  et  developpemcnt  tie  la  nature  humaine,  sent 
done  productifs  d'ntilite,  sans  d’etre  de  richesse. 
lis  out  line  valertr,  sans  doiite,  e’est  a dire  qu’on 
les  paye;  mais  cela  signifie  seulement  qu’en  e- 
change  dc  certains  avantages  iiitellectuels  qu’on 
en  espere,  on  sai  rifie  une  partie  des  protluits 
materiels  que  Ton  possede,  ou  que  Ton  pent 
acheter.  Avant  a cclui  tjui  vend  sa  peine  en  vue 
de  CCS  rcsultats,  il  ne  cree  pas  de  la  richesse,  il 
en  consomme,  sans  qiron  puisse  dire  pour  cela 
qu’il  est  plus  oisif  ou  plus  inutile  qui  celui  qui 
forge  du  fer  ou  qui  fabriqne  de  la  toile  ; il  pent 
meme  se  livrer  k uu  travail  beau  coup  plus  con- 
siderable ct  reinlre  des  services  encore  superieurs, 
quaud  meme,  ni  directement  ui  iiulirectement,  au- 
cuiie  creation  de  richesse  ne  deviait  .s’ensuivre. 

II  y a done  une  distinction  eutre  les  travaiix  qui 
out  pour  but  d'etre  utiles  ou  agreables  aux  hom- 
mes,  a un  titre  (jueiconque,  et  ceux  qui  out  pour 
objet  d'enrichir  les  meinbres  do  la  societe. 

“ Ses  pruduits  immateriels  et  les  produits  mn- 
teriels  presentent  d'ailleurs  des  differences  graves 
qui  nous  semblent  devoir  faire  exclure  les  pre- 
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miers  du  domaine  de  rEcononiie  Politique,  tout  j 
en  tenant  le  jilus  grand  conipte  de  Teffet  indirect 
que  les  travaux  qui  y donnent  lieu  peuvent  avoir  j 
sur  le  developpemeut  de  la  richesse ; car  limiter 
une  science  ce  ii’est  aucunemeiit,  nous  ne  saurious 
trop  y iusister,  briser  ses  rapports  naturels  et  in- 
dispensables  avec  les  domaines  qui  I’avoisinent, 
pas  plus  que  la  division  de  Phuinanite  en  divers 
corps  de  nations  n’exclut  eutre  celles-ci  de  per]>e- 
tuelles  relations  de  commerce  et  la  reciprocite 
des  bons  offices. 

“ L'une  de  ces  differences  porte  sur  I’inipossi- 
bilite  absolue  d'arriver  a aucune  evaluation  precise  | 
de  ces  biens  dits  immateriels.  Sans  doute  on  a 
soutenu  avec  raison  qu’il  n'y  a aucun  moyen  de 
parvenir  a evaluer  exactenient  le  capital  materiel 
d’une  nation.  Mais  on  pent  le  faire  plus  on 
moins  approximativement.  L’idee  seuie  au  con- 
traire  de  faire  Pinventaire,  un  iuventaire  quel- 
conque,  si  restreint  qu’on  le  suppose,  de  I’instruc- 
tion,  de  la  beante,  de  I’agilite,  du  gout,  de  la 
justice,  de  la  bienveillance,  et  autres  qualites 
natureiles  ou  acquises,  a quelque  chose  de  bizarre 
et  de  tout  k fait  choquant ; elle  repugne  au  sens 
commuii.” 

M.  Baudrillart,  after  quoting  ^Malthus,  sa}'s ; — 

“Une  autre  difference,  qui  lient  de  pres  a la 
pr^cedente  porte  sur  la  faeulte  d’etre  echauges.  : 
Nous  ne  nions  pas  a coup  sur  ce  fait  qui  frappe 
tout  le  monde,  que  les  avocats,  les  raedecius,  les 
acteurs,  les  chaiiteurs,  &c.,  reiident  des  services 
utiles  ou  agreables,  qui  s’echaugeiit  centre  des 
produits,  ou  ce  qui  revient  au  memo,  centre  uu 
certain  produit,  e’est  a-dire  la  monnaie,  par  I'in- 
termediaire  de  laquelle  on  obtient  tout  le  reste. 
Le  taux  suivant  lequel  se  regie  le  prix  de  ces 
services,  leur  salaire  appreciable  en  monnaie,  est 
esseuliollement  du  ressort  de  Teconomie  politique, 
quand  meme  ccs  travaux  ne  feraiiit  qu’absorber 
et  detruire  de  la  richesse.  Mais  il  importe  de 
remarquer  que  cette  circonstance  ne  fait  pas  que 
les  produits,  qu'ou  appelle  immateriels,  soient  en 
evx’memes  jK>urvus  de  la  faeulte  d'etre  ^changes. 
Nos  qualites  et  nos  vertus  nous  sout  inherentes. 
Dans  certains  cas,  nous  pouvons  bien  mettre  un 
prix  k la  peine  que  nous  preuons  pour  y faire  par- 
ticiper  les  autres.  En  elles-memes,  elles  sont  in- 
vendable.s,  iualieiiables,  intransinissibles.  Cclui 
qui  s’efforce,  moyeiniant  salaire,  de  faire  nailre 
chez  les  autres  certaines  modifications  heureuses 
ne  se  dessaisit  pas  pour  cela  de  sa  science,  de  son 
gout,  de  ses  vertus,  comme  cehii  qui  ecliauge  line 
j)iece  d’etoffe  s’en  dessaisit  pour  obteuir  une  jiiece 
de  monnaie. 

“C’est  par  abus  de  mots,  ce  nous  semble,  qne 
Ton  doiiue  a tout  travail  utile  le  iiom  d'iiuiustrie, 
de  m^me  iiue  e’est  par  abus  que  Ton  applique  le 
mot  de  richesse  a tout  service  et  a tout  resullat 
utile." 

53.  We  thus  place  before  our  readers  what 
these  able  writers  have  said,  in  order  that  they 
may  give  what  weight  they  please  to  their  argu- 
ments. \Ve  shall  not  in  this  place  take  notice  of 
all  the  arguments  alleged  against  the  admission 
of  immaterial  products  into  Political  Economy, 
because  it  will  be  more  convenient  to  reserve 
some  for  further  discussion.  But  we  shall  only 
notice  here  one  of  the  principal  arguments 
alleged,  that  it  is  uot  possible  to  make  a valua- 
tion, or  inventory,  of  such  products. 

It  appears  to  us  that  this  argument  is  both 
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unfounded,  and,  even  if  it  were  well  founded,  it 
is  incorrect. 

In  the  first  place,  it  is  unfouniled,  because,  if 
it  were  necessary  to  make  a valuation  of  tiie 
immaterial  products  of  a nation,  it  is  not  more 
difficult  than  to  make  a valuation  of  material 
capital.  Take  the  incomes  of  all  the  persons 
who  deal  in  immaterial  products,  capitalize  them, 
and  there  is  the  value  of  the  totality. 

But,  furthermore,  tlie  argument  appears  to  ns 
to  shew  a misapprehension  of  the  nature  of  Poli- 
tical Economy.  That  science  never  yet  attempted 
to  make  a valuation  of  all  the  Economical  Ele- 
ments in  any  country  whatever.  Is  il  necessary 
for  Political  Economy  to  take  an  inventory  of 
all  the  pots  and  pans  in  a gentleman’s  kitchen, 
or  his  furniture,  or  the  coats,  waistcoats,  &c.,  &c., 
in  his  wardrobe?  It  might  possibly  be  done  as 
a curious  statistical  table,  and  a very  curious  in- 
ventory it  would  be.  But  it  would  not  be  Poli- 
tical Economy.  But  if  it  is  wholly  useless  to 
make  an  inventory  of  the  things,  it  would  be 
absolutely  impossible  to  put  a valuation  on  them, 
for  it  is  manifestly  utterly  uncertain,  and  it  would 
clearly  depend  on  numerous  circumstances,  which 
it  would  be  absolutely  impossible  to  foresee. 

To  suppose  that  it  is  necessary  for  Political 
Economy  to  make  an  inventory  of  all  economical 
elements,  is  as  baseless  as  to  suppose  that  it  is 
necessary  in  mechanics  to  make  an  estimate  of 
all  tlie  mechanical  forces  in  the  world ; or  that 
it  would  be  necessary  to  the  science  of  medicine 
to  make  a catalogue  of  all  the  medical  cases  in 
the  world ; or  to  the  science  of  chemistry,  to 
ascertain  the  total  quantity  of  chemical  elements 
in  the  world.  Each  of  these  niaj',  perhaps,  have 
its  uses,  but  they  are  in  no  w'ay  necessary  to 
mechanics,  medicine,  or  chemistry.  The  business 
of  mechanics  is  to  deal  with  particular  cases  of 
forces;  of  medicine,  to  deal  vith  particular  cases 
of  fever,  cholera,  &c. ; of  chemistry,  to  deal  with 
particular  cases  of  combinations : and  so  it  is 
the  business  of  Political  Economy  to  deal  with 
particular  cases  of  exchange. 

54.  Mr.  Cazenove,  who  restricts  the  term 
AVealth  to  material  objects,  thereby  agreeing 
with  ^lalthus,  says  (^Thoughts  on  a few  subjects 
of  Political  Economy.  Append:  p.  71.)  “M.  Say 
was,  I believe,  the  first  writer  who  ventured  upon 
this  innovation  of  the  ordinaiy  meaning  of  the 
term  Wealth.  But  in  his  discussion  on  the  sub- 
ject of  over-production,  he  avowedly  discards 
the  consideration  of  immaterial  wealth,  and  con- 
fines himself  exclusively  to  that  which  is  7wa- 
terial. 

“ Other  authors,  who  have  begun  their  treatises 
with  giving  the  same  extciiMon  to  the  term,  have 
afterwards  been  obliged,  in  like  manner,  to  re- 
strict it  to  its  ordinary  meaning.  Their  reason- 
ings would  be  for  the  most  ]>art  falseor  uiiiutel- 
ligible,  unless  they  were  understood  as  referring 
exclusively  to  material  productions.’’  And  he 
commends  Mr.  I^lill,  who  adopts  that  restriction. 

We  have  shewn  that  Mr.  Cazenove  is  in  error 
in  supposing  that  J.  B.  Say  was  tlie  first  to  intro- 
duce immaterial  products  into  Political  Econcuny, 
although  he  has,  certainly,  usually  the  credit  of 
doing  so.  Besides  Socrates  and  Beccaria,  we 
have  shewn  above  that  Adam  Smith  himself,  in 
a passage  that  has  been  most  strangely  over- 
looked, enumerates  intellectual  abilities  and 
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tn  ^nt3  among  the  fixed  rapital  of  the  country. 
AV  3 have  ourselves  shewn  tlie  extraordinary  in- 
ro  isistencies  into  which  Adam  Smith  and  J.  li. 
S;  e have  fallen.  Hnt  what  do  these  inconsis- 
te'  eies  prove?  Only  this,  that  those  writers 
w o have  fallen  into  them  have  never  seized  the 
fu  idamontal  coure]>tions  of  the  science  Avith  that 
to  acity  of  2Ci‘asp,  ainl  clearness  of  vision,  so  as 
to  enable  tliem  to  erect  a durable  science. 

5.5.  Rut  we  have  no  such  flickering  fliith  in 
mi  • oAvn  convictions.  On  the  contrary,  avc  have 
th  firmest  belief  in  their  truth,  and  Ave  are  fully 
pr  ']iared  to  follow  them  out  to  the  remotest  con- 
se  juences  Avhich  can  be  logically  deduced  from 
th  in.  This  is  preeminently  a case  in  Avluch  the 
pr  ‘scient  sagacity  of  Racon  is  vindicated,  Avhen  he 
ea  nestly  warns  ns  to  look  constantly  to  Xatiiral 
PI  ilosophy  for  our  reasoning,  and  to  refer  ques- 
ti(  ns  in  other  sciences  to  tliat  as  the  mother  of 
th  'in  all.  We  believe  the  conceptions  Ave  adopt  to 
hi  framed  in  the  strictest  analogy  to  the  concep- 
ti(  ns  of  Physical  Sience,  and  not  only  that  they 
ar  * true,  but  that  they  are  the  only  true  ones. 

ho  tliat  is  familiar  Avith  the  conception  of  in- 
co  ‘poreal  forces  in  mechanics,  or  of  gaseous 
elf  inents  in  chemistry,  could  hesitate  for  a moment 
in  recfignizing  incorporeal  elements  in  Political 
Ef»mf>mv?  or  rather,  Avho  that  is  familiar  Avith 
th  se  .sciences  \\omld  think  for  a moment  of  reject- 
in  them  ? AVe  have  already  endeavoured  to  sliew 
th  -t  some  of  the  arguments  adduced  for  rejecting 
th  in  are  unfounded.  At  all  events  whatever 
in  onvenience  Economists  may  find  in  admitting 
th  in,  is  common  to  them  Avith  Physicists.  Rut 
th  fact  is  the  stiuly  of  Physical  Science  governs 
an  I rectifies  men’s  thoughts,  and  gives  precision 
an  1 generality  to  their  language,  and  men  are 
CO  iipelled  to  expand  their  ideas  to  bring  them 
in  o conformity  Avith  nature.  And  after  several 
go  leratioiis,  physicists  have  brought  tlioir  lan- 
gu  ige  iiitfj  a wonderful  state  of  refinement.  And 
1)A  this  means,  not  only  the  .study  of  nature,  but 
la  guage  itself  has  become  a mighty  instrument 
of  thought  and  discovery.  The  language  of 
S(  ience  itself  has  become  a very  potent  instrument 
to  unlock  the  secrets  of  nature.  And  if  Econo- 
in  >ts  AA'ould  only  bestOAv  the  same  care  in  polish- 
in  : and  jmrifying  the  language  of  Political  Eco- 
lu  uy,  it  will  be  found — and  not  till  then — that 
la  giiage  itself  is  a potent  instrument  of  discovery 
in  Political  Economy.  Ry  no  other  course  Avhat- 
ev  *r  can  Political  Economy  ever  be  raised  to  the 
ra  ik  of  an  exact  science.  It  is  only  by  polishing 
th  ‘ language  that  Ave  can  ever  attain  those  bold 
ge  icralizations  Avhich  are  the  essence  of  science. 
A id  those  avIio  wish  to  advance  the  science  must 
es  lecially  aim  at  these  generalizations.  Science 
is  not  arhanced  by  cautions  timidity,  but  by 
ca  itious  daring.  And  these  generalizations  must 
bt  subjected  to  the  most  rigorous  tests  of  Inductive 
L'  gic.  There  is  no  one  avIio  Ls  familiar  with  the 
CO  iceptions  in  Physical  Science,  Avho  cannot  see 
in  what  a very  crude  state  the  conceptions  of 
Pt  litical  Economy  still  are.  A\'’e  scarcely  know 
of  one  Avliich  has  eA-er  yet  been  tested  by  the  laws 
of  Inductive  Logic.  So  little  has  this  been  done 
th  t we  believe  Ave  are  actually  the  first  to  apjdy 
on  j of  the  most  powerful  Aveapons  of  Inductive 
Li  .(ic — the  Law  of  CoNxiNrixY — to  the  concep- 
tk  as  and  axioms  of  Political  Economy.  (Cox- 
XI  lUXTY,  LaAV  01:’.) 


.5fi.  Xow  Ave  adopt  tlie  principle  that  whatever 
can  l»e  exchanged,  and  therefore,  Avhatever  1ms 
I value  that  may  be  measurer,  is  an  Economical 
i Element,  or  an  Economic  Entity,  in  its  Avidest 
; generality,  and  Ave  accept  all  the  consequences  of 
this  doctrine.  AVhatevcr  may  be  bought  and  sold 
i is  in  our  vicAV  an  economical  element,  and  under 
the  dominion  ot  Political  Economy.  And  Ave 
rejoice  to  say  that  Ave  have  the  approAml  of  one  of 
the  highest  living  authorities  for  doing  so.  M. 
Michel  Chevalier  writes  til  us,  “ Vous  definissez 
rEcouomie  Politique  par  ceci,  qu’olle  etend  sou 
domaiue  sur  tout  cc  quo  se  A-^eud  et  s’ach&te. 
Dans  mons  coiir>  an  College  de  France,  que  j’ai 
cesse  de  fairc  'lepiiis  18o*2  (tout  en  restant 
titulaire  de  la  chaire),  j’ai  souveut  exprime  la 
j meinc  ideV,  et  j'ai  eu  occiision  d’y  revonir  dans  nos 
discussions  de  la  Societe  d’Ecouomie  Politique 
de  Paris,  discussions  mensuelles  qui  sont  repro- 
duites  on  abreg  ' dans  le  Journal  (VEconomie 
Politique.  »Te  vous  en  fais  I’observation  non  pas 
do  tout  ]»onr  \\)us  disputer  la  priorite — uue  idee 
appartient  h cclui  qui  cn  fait  tirer  le  boii  parti,  et 
vous  avez  fait  un  excellent  usage  de  celle-lA — mais 
bieu  piuir  me  feliciter  aA'cc  vous  d’une  coincidence 
(lui  m(j  tUifte.” 

.57.  Fur  these  reasons  it  appears  to  us  that 
all  tlie  argmnent>  Avhich  hav'e  been  urged  against 
the  admission  of  incorporeal  elements  Poli- 
tical Economy  entirely  fail,  and  that,  on  the  cou- 
trjiry,  it  is  utterly  in  the  teeth  of  all  scientific 
analogy  to  reject  them,  E\X'ryoue  uoAvis  agreed 
that  Political  Ei  onoiny  treats  about  wealth.  It 
may  be  called  th  .*  Theory  of  Property;  and  how 
is  it  possible  to  frame  a general  detiuitiou  of  pro- 
perty, until  Ave  have  surveyed  all  the  diflerent 
kinds  of  properly?  Xoav,  we  shall  shoAV  a little 
furtliiT  on,  that  those  Avriters  Avho  have  restricted 
Avealih  to  material  things  have  omitted  an  im- 
mense mass  of  I'roperty,  Avhich  is  recognised  by 
the  law,  and  treated  in  all  respects  in  the  same 
AA^ay  as  material  property. 

58.  AVe  are  persuaded  that  the  difficulty  on 
this  point  has  arisen  from  the  fundamental  mis- 
conception as  to  tlie  nature  of  Value.  For  if  we 
consider  Value  to  be  some  quality  inherent  in  a 
thing  itself,  most  persons  imagine  that  there  must 
be  some  corporeal  substance  in  Avhich  that  quality 
must  be  embodi-'d,  and  that  it  cannot  be  mea- 
sured, except  by  something  corporeal.  Rut  it 
would  be  just  a:->  erroneous  to  say  in  Mechanics 
that  an  incorporeal  force  cannot  be  ineasured, 
or  that  an  iiiA’isible  element  in  Chemistry  cannot 
be  measured. 

59,  And  this,  as  CA'ery  one  knoAvs  aa'Iio  has 
studied  the  history  of  Science,  Avas  the  very  ob- 

I jection  that  was  raised  against  the  admission  of 
I gravity  as  a mechanical  force.  Its  opponents 
I could  not  imagine  any  mechanical  force  except 
I sucii  as  Avas  embodied  in  some  material  sub- 
■ stance,  such  as  a rope,  or  a bar.  The  very  same 
I difficulty  Avas  felt  about  the  air;  it  Avas  long 
' before  men  AV'ere  able  to  familiarise  their  minds 
Avith  the  idea  that  the  air  had  weight.  Rut  CA^ery 
tyro  noAV  kuoAvs  that  gravity  is  a inechanicl  force 
AvIiich  may  be  measured,  and  that  a corporeal 
force  may  balance  an  incorporeal  one.  Tims  a 
rope  Avhicli  sujiports  a Aveiglit  balances  gravity. 
So  in  Political  Economy,  a service,  an  incorporeal 
element,  may  balance,  or  be  equivalent  to  a pro- 
duct, which  is  u coiToreal  one.  For  so  many 
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hours’  Avork  T may  give  a man  so  much  food  ami 
clothes.  And  each  of  these  is  an  Eetmomic  Ele- 
ment— the  work,  and  the  food  and  clothes.  This 
AA^e  have  seen  aboA-e  Reoearia  notices. 

fiO.  AVc,  then,  in  aceordaiiec  Avitli  tlie  im- 
mense majority  of  Economists,  in  strict  accoi'd- 
auce  Avitli  the  use  of  the  word  in  the  language 
from  which  it  sprung,  detine  ('ai>dnl  to  be  an 
Eco7inmic  Eletnent  used  for  the  purposes  of  projii. 
There  is,  in  our  opinion,  a broad,  fundamental, 
and  natural  distinction  bet\A'eon  things  nse<l  and 
enjoyed,  and  things  Avhicli  are  appropriated  to  tfie 
purposes  of  increase.  Tliis  distinction  is  most 
clearly  pointed  out  by  Aristotle,  the  founder  of 
Political  Economy  (AursToxuO,  and  has  been 
adopted  by  nearly  ca'ci  v Economist  of  name  since. 
And  in  our  opinion  it  is  foniuled  in  nature. 

61.  And  it  apjiears  to  us,  tliat  any  Economic 
Element  Avhatever,  that  is  used  for,  or  conduce.s 
to,  the  ]mrjto<es  of  profit,  is  Capital — no  matter 
wliethor  it  iiiorefises  itself.  Because  the  increase 
of  everything  is  measured  in  money,  and  imt  ne- 
cessarily in  the  thing  itself.  Thus  to  the  farmer, 
his  increase  consists  in  the  increase  of  com,  and 
of  cattle.  Rut  to  the  proper  increase  id'  these, 
tools,  instruments,  and  Imildings  are  m*eessarv. 
XoAv,  the  farmer’s  pmfit  does  not  arise  from  the 
increase  of  jdonghs.  Iiarrows,  spades,  and  houses, 
but  from  tlie  increased  Aaliie  of  his  crops  and 
cattle.  The  value  of  these  instiiiments  is  re* 
l»Iaeed  in  the  increjtst*d  value  of  tlie  i»roducc. 
AVhateA'er,  therefore,  is  necessary  to  that  end, 
appears  to  us  to  be  (’apital. 

62.  AVe  say  this,  because  aa'C  think  that  a dis- 
tinction has  obtained  among  a miinber  of  Econo- 
mists Avhich  is  not  founded  in  nature.  Tliey 
restrict  the  term  Cajiital  to  things  Avhich  are  the 
])ro(liice  of  human  industry,  and  draw  a distinc- 
tion between  them  ami  natural  agents.  Xoav,  aac 
cannot  assent  to  this  dislim  tion.  AVe  ha\a*  eii- 
<li‘avoiired  to  shew  that  the  iiinitation  of  tlie 
‘•produce  of  human  labor”  must  be  eliminated 
from  the  definition  of  Capital.  Xow,  by  a very 
considerable  number  of  Economists,  land  has 
been  carefully  excluded  from  the  definition  of 
Capital.  But  Economists  avIio  do  that,  include 
the  buildings  of  manufactories,  and  cattle,  under 
the  term  Capital.  Because  they  consider  them  to 
be  the  result  of  human  labor.  Hut  this  distinc- 
tion appears  to  us  to  be  nnfoumled.  Ainanu- 
factory  is  an  instrument  necessary  to  produce 
doth;  it  is  built  of  materials  furnished  by  Xature, 
and  modified  by  man.  Rut  the  land  itself  is  that 
instrument  Avhieh  is  necessary  for  the  )>eculiar 
species  of  the  product,  corn.  .\iid  as  for  cattle, 
Ave  think  it  a positive  abuse  of  language  to  say 
that  they  oavc  their  existence,  in  any  AA'ay  Avhat- 
ever, to  human  labor.  'I'lie  land  is  that  instru- 
ment AA'luch  is  iieculiarly  appropriated  to  the 
production  of  corn  and  cattle,  just  as  the  manu- 
factory is  the  instrument  peculiarly  appropriated 
to  the  production  of  cloth.  And  the  value  laid 
out  upon  both  is  replaced  in  the  A'alue  of  the 
liroduce.  Moreover,  it  AAoiild  be  greatly  more 
correct  to  say,  that  the  present  state  of  the  laud 
in  all  civilized  countries  is  the  result  of  huniaii 
labor,  than  it  is  to  say  tliat  either  com  or  cattle 
are  the  result  of  luinian  labor. 

63.  The  fact  is  that  these  vio\A  S arise  from  the 
fatal  introdiicthm  of  tlie  notion  that  labor  is  the 
essence,  or  a nc  ’essary  element,  of  A’aliie.  This 
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notion  must  be  entirely  expelled  from  Political 
Economy,  before  it  can  make  any  jirogress, 

64.  Caifital,  then,  in  onr  view,  is  any  Eco- 
nomical Element  AvhateviT  ajiprojiriated  to  the 
imrposes  of  increase,  eiilier  directly  or  iiidire  tly. 
It  increases  directly  Aviieti  the  thing  itself  is  ca- 
pable of  being  used.  It  inereasi-.s  indirectly  Avlien 
it  is  employed  in  the  production  of  the  thing  u>'  d. 
And  tlie  jirofit  and  the  A'ulue  of  the  indirect  ca]iital 
is  toiiiid  aud  replaced  in  the  value  of  the  direct 
cajiital. 

65.  As  therefore  the  value  of  all  the  instni- 
inents  and  materials  is  compivlieinled  in  the  A’alue 
of  the  finished  product,  the  last  is  all  that  we  m‘ed 
consider  in  a scientific  point  of  a'icaa',  ami  Ave  niav 
.say  that,  in  Political  Economy,  Cai>itul  is  an  in- 
creasing, or  a CoNxiNuous  <ir.\Nxrrv. 

66.  Rut  Ave  must  esjiecially  remark  this.  It 
is  iiarticuhirly  to  be  observed  tliat  Mr.  Mill  says 
above  the  distinction  between  Capital,  and  non- 
capital, resides  iii  the  inteiitiou.  or  the  mind,  of  its 
owner.  So  aa-p  must  observe  that  in  all  the  sub- 
divisions of  capital,  we  must  jireserve  the  same 
analogy.  Capital,  as  we  sliall  find  hereafter,  is 
divided  into  distinct  species,  and  as  the  fmidu- 
meutal  noli^m  of  Capital  depends  upon  inteiifinn, 
ami  method  of  use,  ami  not  u|Km  the  nature  of  tlie 
thing;  so  all  the  difiereiit  species  into  which 
cajtital  is  divided  must,  by  a siinilur  analogv, 
deiiend  upon  intention,  and  method  of  use.  ami 
not  upon  the  nature  of  the  thing.  AVe  sliall  find 
this  to  be  of  gi'eat  use  hereafter. 

67.  J iiese  remarks  apply  to  what  avo  are  noAv 
coiishku’iug.  We  have  said  that  the  A'alne  of 
the  finished  product,  Avhicli  may  b * called  direct 
capital,  comprehends  the  value  of  all  the  instru- 
ments and  materials,  Avhich  may  be  called  indirect 
capital.  Xoav  aa'6  must  observe  that  Avhat  is  a 
jinished  product  to  one  per>on,  is  merely  an 
iusiruiueiit  or  a material  to  another.  4'lins  to  the 
iron  master,  a Imr  of  pig  iron  is  a finished  product, 
but  to  an  engineer  or  cutler  it  is  only  a material, 
or  an  iiistrumeut.  Thus  i>loughs  and  liarroAAs 
are  finished  proilucts  to  the  agruultnral  iustru- 
nieiit  maker,  b’lt  they  are  only  au  instrument  to 
the  farmer.  The  com  is  direct  capital  to  the 
farmer,  but  only  indirect  capital,  or  a material,  to 
the  miller.  Flour  is  direct  capital  to  the  miller, 
but  only  indirect  to  the  baker.  And  bread,  the 
finished,  or  ultimate,  i>roduct  coinprelieuds  the 
value  of  all  the  preceding  operation^. 

^ 68.  AVe  may  say,  then,  in  a general  Avay,  that 
Capital  is  a Coxxinuous  QcAMirr.  Ami  an v 
one  familiar  with  physical  .science,  Avill  at  once 
see  the  immense  cuiisequeiiees  of  this  doctrine, 
or  conception.  It  immediately  brings  Foliiical 
Economy  Avithiii  the  pule  of  iiiatlieinatical  and 
Xatural  Pliiloso]diy. 

69.  U'hen  Ave  say  that  Cajiltal  is  a continuous 
(luantity,  it  is  quite  evident  that  H extends  from 
the  PAST  into  the  futurk;  and  this  opens  up  con- 
sequeiiees  of  immense  magnitude,  suggested  by 
the  analogy  of  X’atural  Philosophy. 

In  X'atural  Pliilospohy,  if  time/>a«tis  positive, 
time  future  is  negative. 

70.  As  this,  perhaps,  may  place  the  matter  in 
somewhat  a noAv  light  to  suiue  of  uur  readers,  aac 
imisl  dAvell  a little  on  it,  aud  explain  the  difier- 
enec  betAV'eeii  jiositive  and  negative,  in  Arith- 
metic, aud  Algebra  and  Xatural  I’iiilosophy. 

In  Arithmetic,  the  positive  and  m gatiA-e  signs 
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erely  mean  adilition  ami  subtraction.  There  ' 
e no  such  thinj^s  in  Arithmetic  as  absolute  , 
‘l^ative  (iuautitics.  Thus  0,  in  Arithmetic,  is  1 
]>ositive  limit  Avhich  quantities  cannot  ]mss.  I 
I5ut  in  Aly;ebra  aiul  Natural  riulosopliy,  the 
isc  is  Avholly  different.  The  terms  positive  and 
‘irative  denote  any  opposites  whatever,  and 
or  zero,  is  merely  the  boundary,  or  limit,  be- 
veen  positive  and  iiejjjative. 

Thus,  in  Algebra  and  Natural  Philosophy, 
‘gative  quantities  have  as  real  an  existence  as 
jsitive  ones. 

Thus,  if  a force  pulling  one  way  is  positive,  a 
»rce  pulling  in  the  opposite  direction  is  negative. 
If  a person  Avalking  one  way  were  positive, 
len  if  he  walk  in  the  opposite  direction  it  is 
egative. 

71.  lint  we  need  not  go  to  any  abstruse  sub- 
lets for  exami>les.  It  is  well  illustrated  by  a 
)mmou  globe. 

In  any  globe,  or  map,  the  Equator  is  marked 
. Avhieh  is  merely  the  boundary  between  north 
ud  south.  And  if  we  call  either  of  these,  say 
le  north,  positive,  the  other,  the  south,  Avill  be 
egative. 

So  iu  longitude,  the  meridian  passing  through 
le  national  observatory  is  0,  and  east  and  west 
1 ly  be  positive  and  negative. 

7*2.  Let  us  illustrate  this  by  an  example.  If 
re  called  north,  positive,  and  south,  negative, 
Uen  of  course  a sliip  placed  in  north  latitude 
/ould  be  in  positive  latitude,  and  a ship  itlaced 
I south  latitude,  would  be  iu  negative  latitude, 
uul  if  the  ship  sails  in  a northerly  direction,  she 
.'ould  sail  ill  a positive  dii*ection,  and  if  southerly, 

1 a negative  one. 

Thus  if  a ship  were  actually  in  20'^  north  lati- 
ude,  Ave  should  say  her  jmsition  Avas  (-1-20),  and 
’she  sailed  10'*  further  north,  she  would  then  be 
-p;J0).  If  she  sailed,  instead,  10”  soutli,  her 
tosition  Avould  be  (d-20 — 10),  or  (+10). 

Put  if  .she  sailed  30”  south,  lier  positio!i  Avould 
hen  be  ( + 20 — 30),  or  ( — 10),  that  is  in  10” 
outh  latitude,  or  10”  beyond  0,  or  the  equator. 

If  then  being  ( — 10)  she  sails  20”  further  south 
he  would  then  be  ( — 10 — 20)  or  ( — 30). 

And  similarly  Avith  i*efereuce  to  east  and  Avest. 
And  Ave  observe  tliis,  that  though  ]>art  of  the 
oiirse  of  a ship  is  in  the  positive  hemisphere  and 
lart  iu  the  negative  one,  the  part  iu  the  negative 
iemisj)herc  is  not  to  be  auhtrarted  from,  but  to  be 
’dded  to  the  part  in  the  ]»ositive  liemis])hrre.  So 
hat  her  Avhole  course  sailed  consists  of  one  part 
n the  positive  hemisphere,  together  Avith  a part 
n the  negatiA'C  one. 

73.  So  iu  a Tiicrmometer ; if  0,  or  zero,  be 
he  freezing  point,  the  degrees  above  freezing 
.vill  be  [Kisitive,  and  those  beloAv  freezing  Avill  he 
legative,  and  if  the  mercury  be  rising,  it  is  pro- 
•eeding  in  a positive  dii*ectiou,  and  if  falling,  hi 
i negative  one. 

Thus,  abo,  we  observe,  that  if  the  mercnr> 
falls  from  + 20’  to — 10  ',  or  rises  from  — 10"  to 
+ 20®,  the  Avhole  space  passed  over  is  30*",  and 
the.  negative  jiart  is  to  be  added  to^  and  not  nab~ 
traded  from  the  prisitive  part. 

74.  Thus  universally,  in  Natural  Philosophy, 
0 is  the  boundary  betAveeu  any  tAA'o  opposites. 
And  this  idea  is  applied  to  Time.  If  time  past 
is  po.sith'e,  time  future  is  negative,  and  t!ie  pre- 
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sent  time,  Avhii  h is  the  boundary  betAveen  tlic 
past  and  the  future,  is  0,  or  zero. 

75.  There  is  a laAV  in  Natural  Philosophy 
Avhich  is  obvious  from  the  preceding  consider- 
ations. It  is  this,  That  any  quantity  pasumir 
through  0,  or  zrro^  changes  its  sign. 

From  tlie  above  statement  of  positive  and  ne- 
gative, tliis  law  is  self-evident.  For  as  0 is  the 
limit  betw'cen  positive  and  negative,  any  quantity 
that  passes  from  oue  to  the  other  must  necessarily 
change  its  sign. 

And  from  the  samples  in  § § 72,  73,  it  is  evident 
that  in  Algebra  and  Natural  Philosttphy,  Avhen  a 
quantity  passes  tlirough  0 and  changes  its  sign, 
in  order  to  find  the  total  Aalue,  the  part  ot  its 
course  Avhich  is  negative  is  not  to  be  subtracteo 

FROM,  but  ADDKD  TO  tllC  JiaVt  AVlllCll  iS  pOsitlVC.^ 

Noav,  applying  the  preceding  remarks  to  capi- 
tal, the  subject  in  hand,  they  suggest  alaw  Avhich 
Avill  be  obvious  to  any  one  familiar  Avith  Natural 
Philosophy.  It  is  this — Capital  is  a continuous 
quantity  %chicK  passing  through  0 {the  present) 
into  futurity^  cmamies  its  sign. 

7(k  That  is  to  say,  having  defined  capital  to 
be  a coutimiou-'  quantity,  or  a (piautity  contin- 
ually producing  a profit,  the  profits  Avhich  it  has 
already  produced  are  jiosith'e,  and  those  Avhich 
it  is  to  ]n’oduc(  are  future,  or  negative. 

But  though  those  future  profits  are  yet  to  be 
produced  they  have  a present  A'alue,  and  the 
RIGHT  torcceiA  C them  is  a jiresent  valuable  and 
saleable  comnindity,  and  is  an  Economic  Entity. 

And  by  the  considerations  just  stated,  it  is 
manifest  that  to  find  the  total  value  of  capital  avc 
have  to  add  together  the  value  of  the  past  jirofits 
and  the  A'alue  of  the  future  profits,  the  A'alue  of 
the  ]iast  being  positive,  and  the  A'alue  of  the 
future  negative. 

77.  But  though  capital  is  a continuous  quan- 
tity, it  may  be  limited  to  a certain  term.  And 
this  term  may  extend  to  infinity.  Because  tlie 
capital  itself  may  last  forever,  or  it  maybe  Avorn 
out  iu  a certain  time.  And,  of  course,  capital  of 
different  sorts  may  Avear  out  in  longer  or  shorter 
periods. 

Noav  as  it  pi'oduccs  a continuous  profit,  it  may 
be  siqiposed  to  do  so  at  certain  definite  intervals. 
And  the  A'alue  of  all  capital  is  tlie  present  A'alue 
of  the  sum  of  the  profits  at  all  these  definite 
intervals. 

78.  Thus,  to  take  a simple  example.  AVhen 
a man  buys  a landed  estate,  he  does  not  merely 
]iay  for  the  value  of  the  present  produce  on  the 
land,  but  he  pays  a sum  equal  to  the  present 
value  of  all  the  supposed  future  profits  for  ever. 

And  these  profits  lie  wholly  in  the  future,  ami 
are  therefore  negative,  according  to  the  preceding 
considerations. 

I So  the  valiu  of  railway  stock,  bank  and  other 
I shares,  is  aUvays  calculated  on  this  principle. 

I Noaa^,  it  is  not  usual  to  express  these  trans- 
' actions  at  full  length,  but  it  is  evident  that  that  is 
the  real  natm*'"  of  the  operation. 

79.  But  not  only  the  land,  stock,  shares,  &c., 
ha\*e  a pOAA’or  of  j)roductivity  which  is  saleahle, 
but  also  a merchant’s  skill,  judgment,  industry, 
ami  character  are  also  capital,  as  Adam  Sniitli, 
and  all  leading  Economists,  ha\’e  alloAved;  and 

; he  may  sell  the  right  to  tlie  future  profits  of  his 
trading,  just  as  mucli  as  the  future  profits  of  the 
laud  may  be  -old.  When  this  is  done,  the  nega- 
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tiA'c  sign  ahva^'s  appears,  as  it  is  done  by  means 
of  Bills  of  Exchange,  and  other  instruments  of 
credit.  Tiiese  are  alw'ays  affected  with  the  nega- 
tiA'e  sign;  and  the  universal  error  of  Economists 
is,  that  they  suppose  they  are  to  be  subtracted 
from  a merchant's  present  |»roperty. 

This,  however,  is  a profound  delusion.  They 
are  only  engagements  to  pay  at  a future  time,  and 
tliu.s  credit  is  analogous  to  the  future  products  of 
the  land,  future  dividends,  &c. 

That  is  to  say,  the  right,  or  privilege,  of 
receiving  these  future  dividends  and  profits  is 
real  existing  property,  Avhich  may  be  bought  and 
sold,  Avhich  is  future,  or  Negatia'e. 

80.  Having  premised  this,  Ave  shall  uoav  in- 
vestigate more  closely  the  different  species  of 
Capital,  upon  the  principles  of  the  system  of  To- 
litical  Economy  Avhich  aa'c  adojit. 

We  have  said  (Frexaminart  Discoitse  ; 
Valce)  that  there  is  a broad  and  fundamental 
distinction  betAA'eeu  Economists  on  the  source  and 
origin  of  Value.  The  tw’o  schools  of  Political 
Economy,  founded  by  Turgot  and  Qiiesiiay,  and 
jUlam  Smith,  agree  in  this,  that  they  consider 
Value  to  be  some  quality,  or  attribute,  fixed  in 
Homething.  There  are,  no  doubt,  difierences  of  ] 
opinion  among  them  about  the  matter,  but  their 
common  principle  is,  that  Value  is  to  be  found  in 
the  object,  ^’o'v,  the  iiisiirmoiintable  objection 
to  this  is,  tliat  if  Value  consists  in  anything  in- 
herent  in  the  object  itself,  its  value  cannot  change, 
while  tliat  attribute  remains  the  same.  Thus 
Kicanlo,  avIio  makes  labor  the  source  of  Value, 
coasLstently  Avitb  his  system,  says,  that  the  same 
labor  of  men  will  ahvays  produce  the  same  value, 
and  that  that  commodity  Avoiild  be  invariable  in 
A'alue  Avhich  aams  always  produced  by  the  same 
quantity  of  labor.  But  very  little  reflection  Avill 
shcAv  that  this  is  inaccurate,  for  the  value  of 
things  produced  by  exactly  the  same  quantity  of 
labor  may  be  very  diff’erent. 

81.  Now,  according  to  the  a’Icavs  of  these  Eco- 
nomists, in  considering  the  value  of  land  Ave 
should  look  to  something  in  the  land  itself  for  its 
value,  either  the  cost  laid  out  iu  bringing  it  to  its 
Jirescnt  stiite,  or  its  fertility,  or  sometliing  of  that 
sort.  But  is  this  correct?  Not  to  mention  that 
the  value  of  landed  i)roi>erty  greatly  depends 
upon  the  average  rate  of  interest,  being  three 
times  as  great  Avheii  the  usual  rate  of  interest  is 
3 per  cent,  to  Avhat  it  is  when  the  rate  is  9 per 
cent.,  AA'e  may  ask  this  question — Supjiose  that 
the  people  of  England  were,  like  the  Plmcseans 
and  Teians  of  old,  to  emigrate  in  a bodv,  where 
would  the  value  of  the  land  be  ? AVhere  w-ould  the 
value  of  all  the  liouses,  &c.  in  England  be  ? Noav, 
these  Avould  remain  Just  as  they  were,  and  yet 
their  value  avouUI  manifestly  vanish.  It  is,  there- 
fore, perfectly  manifest  the  value  of  the  land  must 
be  sought  for  elscAvhere  than  in  the  land  itself. 

82.  A\  hero,  then,  is  the  source  of  the  value  of 
the  land  in  England,  if  it  does  not  reside  iu  itself? 
AVe  must  go  back  to  the  iilea  of  Aristotle.  The 
founder  ot  Political  Economy  declared  tliat  the 
AVANTs  or  desires  of  mankind  are  the  stnirce  of 
A'alue,  and  the  quantity  of  money  (or  anything) 
they  Avoiild  give  to  obtain  possession  of  what  they 
Avanted  is  the  measure  of  Viiliie.  And  that  Ave 
believe  to  be  the  true  fundamental  conception  of 
lolitical  Economy.  The  source  of  the  Aalue  of 
the  laud  of  England  lies  in  the  AA'ants  of  the  people 
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I to  be  fed  and  clothed,  and  their  readiness  to  give 
I .sometliing  in  exchange  fin*  its  products.  It  i^  this 
I desire  that  gives  value  to  the  land,  to  corn,  to 
! cattle,  and  to  all  the  jiroducts  of  the  land. 

I These  Avaiits  arc  permanent,  and  consequently 
■ so  long  as  they  exist  the  vahn*  of  the  lami  Avill  lie 
liermauenl.  if  it  were  po.ssible  to  imagine  tliat 
men  AA^ould  cease  to  require  food  and  clothing,  or 
should  they  change  their  tastes,  and  require  such 
food  and  clothing  as  could  not  be  produeed  in 
England,  then  the  Aalue  of  the  laud  Avould  imme- 
diately die  off. 

I 83.  This,  therefore,  is  the  general  idea  of  the 
I A'alue  of  land.  It  is  the  source  from  wliicli  an 
I annual  revenue  springs,  because  it  supplies  some- 
thiiig  that  is  Avaiited  by  men.  And  men  invest 
their  money  and  labour  in  cultivating  the  land, 
and  rearing  cattle,  because  they  expect  that  tiiey 
Avill  continue  to  haA'e  a permanent  A'alue.  And 
the  A'alue  of  an  estate  in  laud  is  found  by  finding 
the  present  A'alue  of  all  the  annual  revenue  for 
eA'er  according  to  certain  rules. 

84.  But  this  conci‘ptiou  may  be  generalised. 
And  Ave  may  aflinn  tliat  if  men  require  any  ser- 
vice AvhateA'er  contiuously,  and  Avill  pay  to  obtain 
it,  the  annual  reA'enue,  or  the  sum  paid  annually 
to  obtain  these  services,  may  be  capitalised,  and 
form  a great  estate. 

85.  Thus  the  continued  desire  of  men  for  the 
services  of  laAvyers,  and  the  certainty  that  they 
Avill  continue  to  pay  for  them,  creates  a great 
incorporeal  estate— the  Laav  ; and  this  causes 
men  to  invest  their  money  and  labour  iu  the 
acquisition  of  law. 

86.  The  certainty  that  men  will  continue  to 
re(|uire  and  pay  for  the  services  of  medical  men, 
creates  a groat  incorporeal  estate — Medicine; 
and  this  causes  men  to  invest  tlieir  money  anti 
labour  in  acquiring  a knoAvledge  of  physic. 

So  men  require  ami  haA'e  endowed  a great 
incorporeal  e.<tate,  the  Chcrch. 

87.  And  as  neAv  Avants  spring  up,  and  men  Avill 
pay  for  their  satisfaction,  ucav  incorporeal  estates 
siu’ing  into  existence.  Thus,  in  comparatively 
recent  years,  the  demand  for  canals  and  railroads 
has  called  into  existence  a new  incorporeal  estate 
— Engineering. 

88.  So  the  necessity  men  have  to  be  defended 
from  their  enemies  by  sea  and  land,  ami  tlieir 
Avillingness  to  pay  for  such  defence,  creates  tAvo 
great  incorporeal  estates,  the  Military  and  Naval 
Services. 

89.  In  rude  times  men  had  foAA'  Avants  but 
corporeal  ones,  and  consequently  there  AVin  little 
besides  material  in-ojierty.  But  in  process  of 
time  ncAV  desires  Avere  created,  mental  AAants  Avere 
excited,  and  men  became  Avilling  to  jiay  for  pro- 
ducts to  gratily  their  minds.  Tliey  became 
Avilliug  to  ]iay  for  books,  and  this  created  and 
gaA'e  value  to  a great  incorporeal  estate — Lite- 
rature. 

90.  A desire  for  Art,  too,  sprung  up,  and  this 
created  great  estates  in  Art,  either  ombodiL-d  in 
a material  form,  such  as  pictures  and  statues, 
or  in  an  incorjioreal  form,  such  a.s  music,  ami 
dancing,  and  acting,  and  so  on  doAvu  to  its  Ioaa'csI 
forms. 

And  so  through  the  Avholc  catalogue  of  trades 
and  professions.  It  is  the  demand  of  the  jiublic 
Avhich  confers  value  on  them. 

91.  Noav  each  of  these,  the  land,  cattle,  &c., 
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tlu‘  law,  tlif  < hiin'h,  iiu-iliciue,  ciij^iiieci'injj,  the  | 
nrn  v,  the  imvy,  litoranire,  the  arts,  iUi‘l  nH  trades  | 
of  1 It  sorts,  are  each  of  them  a great  estate,  all 
der  viiig  their  value  from  one  great  coimnon 
]u*i  ciple — the  waiits  of  inankind,  and  their  wil- 
lin;  ness  to  pay  for  their  products.  As  it  is  this 
des  re  and  williagiiess  which  call  them  into 
exi  ueiice,  and  confer  value  on  them,  so  acessa- 
tioi  of  this  desire,  and  a cessation  of  the  Avilling- 
nci*  i to  ]>ay  for  their  ju'oducts,  ould  immediately 
am  ihilate  their  existence. 

1 ' men  ceased  to  care  for  art  of  all  sorts,  and 
lit(  I'ature,  the  Avhole  literary  and  artistic  estates 
wo  dd  immediately  cease  to  exist. 

f men  inaugurated  tlie  reipi  of  universal 
pe;  cc,  those  great  estates — the  military  and  naval 
jn'i  fessions — would  immediately  cease  to  exist. 

)uring  the  reign  of  George  1!I.,  the  fashion 
for  boliwigs  and  steel  shoe  buckio-^  suddenly 
cei  5cd.  Tliose  trades  were  immediately  dis- 
sol  ed,  all  that  capital  was  suddeidy  dissipated, 
cai  sing  dire  distress. 

tnd  the  very  same  tiling  is  true  of  all  trades 
an  L manufactures  of  all  sorts.  It  is  tlie  demand 
for  their  products  Avhich  gives  them  their  a alue, 
am  constitutes  them  capital. 

: 2.  Hence  every  ucav  Avant  and  every  ncAv 
de.^  ire  of  men  calls  into  existence  and  creates 
lie  capital.  Every  change  of  fashion,  every 
cx  inctiou  of  a Avaut  or  desire,  extinguishes 
ca]  ital. 

! a.  And  each  of  those  gi*eat  estates,  the  land 
air  material  products,  the  law',  niedichn%  art 
an  I literature,  scientidc  trading,  and  manufactur- 
im  knoAvIedge,  is  transmissible  and  inheritable. 
Nt  doubt  they  are  transmitted  in  different  Avays, 
bii  still  the  generjd  principle  is  true.  Nor  do 
wf  say  tliat  it  is  possible  to  produce  traiiscendant 
gel  ins  at  Avill.  Hut  yet,  in  each  of  the  incorporeal 
est  ites,  especially  the  professions,  in  trades,  in 
nv.  aufactures,  there  are  accumulated  hoards  of 
kn  iwledge,  Avhich  are  augmented  by  each  suc- 
CC(  ling  generation,  and  transmitted  just  as  much 
as  material  jiroducts  are,  and  are  Wealth,  or 
Ec  momieal  Elements,  just  as  much  as  material 
pr<  ducts,  and  avUI  continue  to  be  so,  so  long  as 
ni(  a continue  to  want  and  to  pay  for  them. 

Vnd  the  money  and  labor  men  spend  in  acquir- 
ing thi.s  kiioAvledge,  and  cultiA'ating  their  skill  in 
a i seful  profession,  is,  in  all  respects,  CAPITAL, 
jur : as  mucli  as  money  and  labor  expended  in 
til  ing  the  ground,  or  invested  in  any  materiid 
pr>  duct,  and  Ave  liave  shewn  beloAv  is  fully 
ad  iiitted  by  Adam  Smith  to  be  so,  although  tlie 
Co  trary  is  generally  suppnred. 

»4.  "And  hence  Ave  arrive  at  this  great  fnnda- 
nu  ntal  laAv  in  Political  Economy — 

!t  is  Dum  and,  or  consumption,  and 
L.  TICK, THAT  GIVES  Value  TO  PKODUC'ITOX. 

[t  is  Consuinplion  alone  AA'hicli  giA'cs  Value  to 
Puductioii,  and  ailoptiug  the  detinition  of  2^Ir. 
S<  iiior  in  its  Avidcst  generality,  any  source  what- 
OA  T,  coiqionsil  or  incorporeal,  Avliich  juuduco.s 
ai  vtliing  Avhicli  is  exchangeable,  is  Camtai.. 

Ami  these  cuimiilerations  aj)poar  to  us  to  shcAV 
cc  Iclu^iveIy  the  truth  of  the  doctrine  we  have  so 
ot  ell  atlirmed,  that  if  is  not  Labor  which  is  the 
cu  ise  of  Voho'^  but  Vain  ‘ which  is  the  cause  of 
L fhor. 


9o.  It  is,  moreover,  the  entire  overthroAV  of 
the  llicardiau  system  of  Pulitical  Economy. 
Kicardo  considei>  the  value  of  a thing  to  consist 
in  the  labor  Avhkh  it  has  cost.  AVe  should 
imagine  that  there  is  scarcely  an  Economist,  at 
the  present  day,  of  ain'  note,  Avho  aa*i11  not  agree 
that  the  value  of  a thing  is  not  what  it  has  cosf 
but  what  it  will  sell  for* 

96.  AA'e  have  noAV  to  examine  tlie  nature  oi' 
a species  of  property  Avhich  lias  given  rise  to  more 
discussion  almost  than  any  other,  namely,  the 
Funds. 

When  Governments  desire  to  execute  stniie 
great  Avork,  Avhicli  requires  means  beyond  what 
tliey  have,  or  find  it  necessary  to  borroAV  large 
sinus  of  money  in  Avar,  they  promise  to  pay  a 
sum  annually,  either  for  a limited  time,  or  for 
ever.  And  this  engagement  to  jiay  confers  a 
value  oil  the  shares  in  the  original  loan,  Avhich 
may  be  made  trau^-ferable,  and  the  certiticates  so 
attesting  this  ownership  are  called  the  Fends. 

97.  Noav  the  most  diverse  opinions  have  been 
entertained  as  to  whether  the  funds,  or  this  stock, 
are  to  be  reckoneil  part  of  the  icealth  of  the  nation, 
or  not.  AVheii  they  are  called  the  “public  debts,” 
many  persons  think  that  the  intellects  of  a man 
must  be  somewhat  crazed  who  can  suppose  tliat 
these  public  debts  are  part  of  the  pnbUc  wealth* 
And  Avc  shall  see  that  some  very  able  Economists 
maintain  that  tin  income  of  the  fundholders  must 
not  be  reckoned  as  part  of  the  National  AVealth. 

98.  I'hus  J.  H.  Say,  Cours  (Th'onomie politique^ 
Vol.  L p.  0-23,  blames  M.  Dufresiie  de  Saint  Leon 
for  considering  the  public  funds  as  part  of  the 
gciienil  wealth  of  society,  because,  he  says  justly, 
that  tliey  are  only  a title  granted  to  the  creditor 
of  the  state  to  receive  the  future  taxes,  which 
augments,  in  no  Avay,  the  sum  of  the  capital  and 
the  iVA'cuue  of  the  nation.  And  Mr.  Mill  says  at 
\K  9,  after  mentioning  a mortgage  (the  nature  of 
AA'hicli  he  has  mistaken),  “ The  position  of  fund- 
holders,  or  owners  of  the  public  debt  of  a country, 
is  similar.  They  are  mortgagees  on  the  general 
AA'culth  of  the  country  (in  Avliich  Mr.  Mill  is  in 
error.)  The  cancelling  of  the  debt  Avould  be  no 
destruction  of  wealtli,  but  a transfer  of  it,  a 
AVTongful  abstra>'tiou  of  Avealth  from  certain 
members  of  the  commuuity,  for  the  profit  of  the 
govermneut,  or  <»f  the  taxpayers.  Funded  pro- 
perty therefore  Ciiunot  be  counted  as  jiart  of  the 
national  Avealtli.  This  is  not  always  borne  in 
mind  by  the  dealers  in  statistical  calculations. 
For  examjile,  in  estimates  of  the  gross  income  of 
the  country,  founded  on  the  proceeds  of  the  income 
tax,  incomes  dt  rived  from  the  funds  are  not 
ahvays  excluded ; althoiigli  tlie  tax  pay'ers  are 
assessed  on  their  Avhole  nominal  incomes,  Avitliout 
being  permitted  to  deduct  from  it  the  portion 
levied  from  thorn  in  taxation  to  form  tlie  income 
of  the  fundholder.  In  this  calculation,  then  fore, 
one  portion  of  the  general  income  of  tlie  country 
is  counted  twice  over,  and  tiie  aggregate  amount 
made  to  appear  greater  than  it  is  by  about  30 
millions.  A country,  however,  may  include  in  its 
wealth,  all  stock  hold  by  its  citizens  in  the  funds 
of  foreign  countries,  and  other  debts  due  to  them 
from  abroad.  Hut  CA'en  this  is  only  AA'calth  to 
them,  by  being  a jiart  ownership  in  Avealth  held 
by  others.  It  tonus  no  part  of  the  collective 
Avealtli  of  tlu;  himian  race.  ” 

99.  This  ar^-nment  of  Mr.  Mill's  require.^ 
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some  investigation.  He  says  that  the  income  of 
the  fundholder  ought  not  to  be  reckoned  separ- 
ately from  tlie  general  income  of  the  country, 
because  it  is  paid  out  of  the  general  incomes  of 
the  taxpayers;  and  he  says,  that  doing  s<j  makes 
tlie  income  of  the  country  appear  30  millions 
greater  than  it  really  is. 

Noav  if  Mr.  Mill’s  argument  Avere  true,  it  is 
perfectly  clear  that  it  ought  to  be  extended  not 
only  to  fiindlioldors,  but  to  all  persons  avIio  re- 
ceiA'e  their  incomes  out  of  the  taxes  Avliich  are 
jiaid  out  of  the  general  income  of  the  country. 
Thus  the  civil  list  of  the  croAA'ii  ought.to  be 
excluded  from  tlie  catalogue  of  national  incomes. 
So  ought  tlie  Avhole  pay  of  the  military  and  iiaA'al 
professions ; so  the  Avholc  of  the  adniini>tratiou 
of  the  civil  service,  from  the  prime  minister  doAvn 
to  the  humblest  polieeinaii;  so  tlie  incomes  of  the 
jiulgCvS.  If  Mr.  Mill’s  argument  be  true  tlie  iri- 
coino.s  of  all  these  persons  must  also  be  excluded 
from  the  general  catalogue  of  national  income,  | 
because  it  is  perfectly  clear  that  they  all  stand  j 
oil  exactly  the  same  footing  as  the  fundlioUler,  I 
they  are  all  ]iaid  out  of  the  taxes  of  the  country,  j 
Is  Mr.  Mill  prejiared  to  ado]tt  these  conse- 
(pieiice.s?  If  his  argument  be  true,  hoiv  can  he  | 
escape  from  them  Y 

lint  if  Mr,  lUill’s  argument  be  true  it  must  he 
immensely  extended.  The  income  of  railAvays  ' 
is  paid  out  of  the  general  income  of  the  country,  | 
just  as  much  as  that  of  fnndiiolders.  Only  in  > 
one  case  the  taxation  is  volmitarv,  and  in  the  ! 
other  compiiI.<()ry.  It  is  wrong  to  reckon  the 
income  of  railroads  separately.  Hut  the  fact  is,  ' 
to  make  the  matter  sliort,  a slight  cuusideratiou 
Avill  shuw  that  the  income  of  every  trnde^  busi- 
ness, and  nndertakifig  whatever^  in  sacccssioHi  is 
paid  out  o f the  general  income  of  the  country. 

100.  AVe  state  the  ])n>positioii  in  this  form  : — 

Every  mans  income  is  paid  out  of  the  income  of 
some  one  else. 

Tiie  doctrine  stated  thu.s  abruptly  may  startle 
.some  persons,  ami  they  may  think  it  a paradox, 
nevertheless  a A'ery  slight  examination,  Avith  tlie 
a.ssistance  of  some  of  the  acknowledged  funda- 
mentai  truths  of  modern  Political  Economy,  Avill 
very  soon  unravel  the  puradox. 

We  need  scarcely  remind  our  readers  that  the 
old  doctrine  Avjts  that  in  an  exchange  nniher  side 
gained.  Aristotle  and  Cicero  both  maintain  this, 
and  Lutlier  avus  driven  into  one  of  ids  customary 
tit.s  of  fury,  by  the  bare  idea  that  iu  an  exchange 
cither  side  could  gain,  except  by  robbing  tlie 
other.  (Aristotle;  Cicero;  Letukr).  This 
doctrine,  Avhieh  had  some  show  of  plausibility  in 
it,  gave  A\ay  to  another  Avhicli  Avas  palpably 
absurd.  It  aaus  then  maintained  tliat,  iu  com- 
merce, only  one  side  gained,  and  Avliat  one  side  | 
gained,  the  other  lost.  | 

Then  inankind,  as  usual,  liaviug  tried  every 
spcci'’s  of  ahsurditA%  Avere  at  last  perforce  dri\'eu 
to  adopt  the  only  remaining  conclusion,  that  in 
commerce  hitth  sides  gain.  Ami  this  is  iioav  the 
acknowledged  doctrine  of  modern  Political  Eco- 
nomy, (Exchange;  Profit),  Avhich  we  need  not  t 


Noav  lot  us  take  a few  examples. 

AA'e  have  said  aboAc  that  it  is  the  Avaats  of 
I men  alone  avIucIi  give  \alue  to  the  land.  It  is 
Avoll  knoAvii  that  men  Avill  continue  to  Avant  food 
and  clothing,  and  therefore  oAvners  of  land  devote 
their  money  and  labour  in  producing  corn  and 
cattle.  Now  this  is  their  capital,  VA'iien  this 
capitjil,  in  -the  form  of  corn,  say,  lias  produced 
its  increase,  the  landlord  titfers  it  for  sale  to  the 
jiublic.  The  proceeds  of  tin*  sale  in  ordinary 
times  will  exceed  the  cost  of  in-oductioii.  Noav  the 
portion  of  these  proceeds  Avhicli  cipials  the  cost  of 
the  iiiA'cstment  replaces  the  capital,  and  all  above 
I that  is  jirotit  or  income.  No  diuibt  the  landlord 
iniglit,  if  he  chose,  spend  the  whole  pmceeds  in 
jiersonal  enjoyment  ami  then  it  Avoiild  not  be 
capital  to  liim.  Hut  Ave  supi»ose  him  to  be  a 
lu’udeiit  man,  and  not  disposed  to  diminish  his 
capital.  AVe  may  therefore  consider,  Avitliout 
error,  all  the  excess  of  the  proceeds  above  the  cost 
of  production,  as  profit  or  ineomo,  Avhieh  lie  may 
spend  upon  his  oAvn  enjoyment  Avithout  diminish- 
ing his  capital.  Noav,  Avhere  does  that  iiiconio 
come  from  ? Most  clearly  from  the  income  of 
some  one  else. 

102.  A merchant,  we  Avill  sa}',  does  bnsines.s 
on  a similar  principle  to  the  landlord.  He  inve.>ts 
a Slim  of  money  in  business  :is  caiiital,  and  that 
capital  brings  him  in  a jiroHt,  or  income,  Avhich 
lie  may  spend  on  personal  enjoyment.  AVith  this 
income  he  buys  corn  and  meat  from  the  landlord. 
Hence  the  landlord’s  income  is  derived  from  the 
nierehant’s  income. 

Reverse  tlie  ease.  The  landlord  has  made  an 
income,  and  he  Avants  tilings  from  the  merehaut  for 
])ersonal  use.  Therefon*,  out  of  his  income  ho 
purchases  tilings  from  tlie  merchant,  ami  heiicii 
the  ineome  of  the  merchant  comes  out  of  the  in- 
come of  tlie  landlord. 

103.  It  miirlit,  perhajis,  be  said  by  some,  that 
though  this  is  true,  so  far  as  it  goes,  yet  it  is  not 
the  Avhole  truth.  Hecause  there  are  many  traders 
Avho  iieA'er  deal  Avith  the  iMiblic,  or  ultimate  eoii- 
siimers,  but  only  Avitli  intermediate  eoiisuniers. 
Thus  niorchaiits  deal  Aviih  Avholesale  dealers,  ami 
tiiese  again  Avith  retail  dealers.  AVheu  the  Avliole- 
sale  dealer  purchases  from  the  merchant,  he  pur- 
chases Aviih  capital,  because  he  means  to  sell 
again.  But  the  merchant  of  course  must  make  a 
prolit ; and  this  comes,  in  this  case,  from  tlie 
capital  of  the  Avholesale  dealer,  and  not  from  in- 
come. So  the  profits  or  income  of  the  AvhoU*salc 
dealer  come  from  the  cajiital  of  the  retail  dealer. 
And  here  again  is  income  made  frum  caidtal. 

Hut  this  objection,  Avhicli  seems  plausible  at 
iirst,  is  soon  dissii>ated,  Avlieii  avc  consider  that 
the  ultimate  consumer  replaces  all  these  lu'otits 
in  the  price  lie  pays  for  the  article.  The  price 
he  t»ays  for  it  maniVestly  replaces  the  capital  ami 
the  profits  of  all  the  intermediate  parties,  ami 
Consequently  the  prntits  made  by  liu-se  interme- 
diate parties  is,  in  fact,  only  an  advance  of  tiie 
protit  which  is  to  be  recovereii  at  a future  time 
from  the  ultimate  consumer. 

104.  Noav,  the  very  same  mechanism  is  true 


siieud  any  further  time  iu  explaiuiug  here,  as  it 
is  iioAv  universally  admitted, 

101.  T’hc  proposition  we  have  stated  above, 
that  every  mail's  income  comes  out  of  the  income 
of  some  one  else,  stands  exactly  on  the  same  foot- 
ing as  the  diiclriuo  that  in  eommerce  both  sides  • 


of  all  other  traders  and  dealers  Avhaiever.  Their 
iiieumes  ahA-ays  proceed  from  tlie  incomes  of  the 
ullimate  consumers  of  the  articles  they  deal  in. 

Tliis  is  obviously  true  of  Railways.  The  in- 
come of  railways  evidently  comes  out  of  the 
incomes  of  other  classes  iu  the  eomuiimitv,  ami 
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yet  the  income  of  railways  is  justly  reckoned 
sc‘l  trati'ly  in  the  general  income  of  the  country. 

Jt  is  also  obviously  true  of  all  professional 
me  i.  The  incomes  of  lawyers  and  medical  men 
ma  lifestly  come  out  of  the  incomes  of  their 
cli(  nts  and  patients.  So  the  iucvnnes  of  actors, 
am  tliose  of  the  musical  profession,  evidently 
coi  le  out  of  the  incomes  of  those  who  frc(pient 
tin.  itres  and  places  of  amusement.  And  the  in- 
coi  les  of  all  these  t)ersoiis  arc  justly  reckoned 
«c|  irately  in  the  general  income  of  the  country. 

' Ve  will  take  a case  even  yet  more  clear  and 
dci  isive.  A nolile  lord  has  an  income  of  £50,000 
a > jar.  lie  keeps  a French  ciKtk  at  £.‘300  a year, 
a ^ cotch  gardener  at  £250  a year,  besides  a large 
ret  line  of  domestics.  Now,  it  is  (piite  evident 
th;  ■ the  incomes  of  all  his  domestics  and  em- 
jih  ves  come  directly  out  of  my  lord’s  income; 
am  yet  their  income  is  reckoned  separately  in 
tin.  income  of  the  country,  over  and  above  and 
dis  inct  from  my  htrd’s  income.  And  my  lord 
]KV  s income-tax  on  his  income,  and  each  of  his 
cm  (hnvs,  whose  income  is  above  the  limit,  jiays 
im*  uue-tax  on  his  income.  And  justly  so. 

' 'lius  we  arrive  at  this  general  trntli,  after  ex- 
hai  sling  the  whole  catalogue  of  incomes  in  suc- 
ces  ion — that  the  income  of  every  man  is  made  up 
by  drildets  out  of  the  incomes  of  other  i>eopIe, 
am  every  man's  income  (at  least  of  those  who 
s])t  nl  it)  goes  to  make  up  the  income  of  all  the 
iK’i  'Oils  he  deals  with,  directly  or  indirectly. 

' hese  considerations  satisfactorily  prove,  w^e 
ihi  ik,  that  Mr.  Mill’s  objection  to  the  incomes  of 
tin  fundholders  being  reckoned  separately,  as 
we  1 as  the  incomes  of  the  general  public,  is  not 
we  I founded. 

05.  lint  we  have  still  to  investigate  another 
(pu  stiou.  Are  the  Funds  separate  property  Y Are 
we  to  euaclude  that  they  are  part  of  tlie  icealth  of 
the  nation?  Now, to  determine  this  we  must  not 
let  Inst  be  thrown  in  our  eyes  by  names,  but  we 
iiiii  *t  look  to  the  nature  of  the  thing. 

.ot  US  suppose  that  a country  was  subject  to 
inr  idations  of  the  sea,  and  that,  to  preserve  tlie 
lie-  s and  projiorty  of  its  inhabitants,  it  slionld  be 
ab.'  dutely  necessary  to  erect  vast  sea-dykes. 
X(  V,  as  these  sea-dykes  would  be  for  the  general 
bei  elit,  it  is  manifestly  just  that  all  tlie  inha- 
bit int.-^  should  contribute  to  their  formation  and 
ma  nteiiance.  Now,  snjiposc  that  the  govern- 
me  It,  wanting  to  execute  the  work  quickly, 
boi  Jows  large  sums  of  money  upon  the  promise 
to  [tay  interest  for  it  out  of  the  taxes  of  the 
col  iitrv.  Now',  the  money  borrowed  to  erect  the 
sea  dykes  is  withdrawn  from  other  purposes;  and 
if  i had  not  been  spent  in  erecting  the  sca-dykes, 
sol  ,etiiing  else  miglit  have  been  created  with  it. 
l>u  this  is  perfectly  evident,  that  the  sea-dykes 
an  something.  The  iteople  of  tlie  country  want- 
in;'  iliem  have  paid  money  for  liiem,  ami  therefore 
thi  r are  to  be  placed  in  the  same  category  as  any 
ut!  r pro])erty. 

fow  let  us  suppose  that  in  maler  to  make  tlic 
ori  ;iual  loans  more  generaliy  useful  and  coiiveui- 
eiii  for  the  lenders,  the  government  makes  the 
cei  ilicates,  or  vouchers  of  the  loans,  and  the  right 
to  eceive  the  interest,  transferable — Would  it  not 
be  separate  and  independent  proi»erty  ? call  it 
by  what  name  we  please— stock,  or  funds,  or 
I»n  die  debts — It  is  perfectly  evident  that  it  is 
int  pendent  iin>perty. 


Now  such  a country  is  Holland,  which  draw's 
20  feet  of  w ater.  The  sea-dykes  of  Holland  w'ere 
formed,  and  arc  maintained,  at  a gi’eat  expense. 

Now'  let  us  ask  thi.s  question,  are  the  sea-dykes 
of  Holland  part  of  the  wmlih  of  Holland  ? Under 
the  peculiar  circumstances  of  that  country,  they 
are  w anted,  they  are  a utility,  they  ai*e  the  result 
of  human  labor,  ami  they  are  embodied  in  a ma- 
terial form.  Taking  the  very  nun-owest  view  of 
wealtli  that  any  l’3conomist  has  taken,  these  sca- 
dykes,  under  the  peculiar  circumstances  of  the 
case,  answxw  all  tlie  conditions  of  wealth.  It  is 
perfectly  clear  that  they  stand  in  just  the  same 
position  as  road^,  canals,  and  railvvays,  and  a 
gi'cat  ipiantity  ot  the  other  tixed  capital  of  the 
country.  The  people  continually  want  them,  and 
they  pay  a portion  of  their  annual  income  to  the 
persons  w'ho  mad  ^ them,  and  that  forms  the  in- 
come of  the  persons  Avho  constructed  them,  and  is 
justly  reckoned  a^  a separate  item  in  the  catalogue 
of  the  general  income  of  the  country. 

So  the  stock  of  any  other  public  company  en- 
gaged in  any  trading  enterprise  is  manifestly  part 
of  the  wealth  of  tlie  country.  But  the  value  of 
tills  stock  manifestly  depends  upon  the  income 
which  accrues  to  the  company,  and  that  income 
is  derived  from  tlie  incomes  of  the  general 
community.  The  subject  of  shares  in  jniblic 
companies  is  mor'*  fully  considered  further  on. 

It  is  perfectly  manifest  that  the  public  funds 
arc  property  analogous  to  the  stock  or  shares  of 
any  public  trading  company.  But  a couiilry 
may  have  other  enemies  besides  the  sea.  She 
may  have  human  enemies,  and  it  may  be  neces- 
sary to  raise  tlcds  and  armies  to  defend  her 
existence.  Ami  to  preserve  her  security  from 
these  enemies  it  may  be  necessary  to  borrow 
large  sums  of  money  upon  the  promise  of  paying 
an  annual  iiitercT  for  it  out  of  the  income  of  tlie 
Country,  and  the  shares  of  those  who  advance 
this  money  may  be  made  transferable,  and  are 
the  public  funds,  or  imblic  debts. 

Now  it  is  evident  that  the  funds,  created  to 
obtain  this  moral  security,  are  just  as  much 
se]tarato  propert\  as  the  funds,  or  stock,  created 
to  uVitain  the  material  security  of  the  sea-dykes. 
In  either  case  it  is  a service  tlone  to  the  general 
public,  who  have  to  pay  for  it  out  of  their  general 
income,  just  as  they  pay  for  every  other  service 
whatever.  And  the  incomes  of  tlmse  who  render 
this  service,  stand  in  the  same  position  as  the 
incomes  of  those  who  reader  any  other  service 
wliatever. 

These  consider  itious  manifestly  shew  that  the 
funds,  or  public  debts,  are  property,  as  much  as 
any  other  property,  and  tliey  are  properly  rec- 
koned as  imlepetulent  items  in  the  general 
property  of  the  country.  No  doubt  the  nnmey 
might  have  been  siieut  in  some  other  way,  and 
some  other  jirodnct  might  have  been  obtained 
instead.  It  is  also  true  that  the  expenditure 
may  have  been  injndieions,  and  other  things 
might  have  been  proiiuced  which  would  liave 
been  more  advantageous  for  the  country,  but 
these  cousideralinns  hi  no  way  atfect  their  exist- 
ence as  i>roperty. 

10(3.  Mr.  Mill  says  that  “the  cancelling  of 
the  debt  would  be  no  desirnction  of  wealth,  but 
a transfer  of  it,  a wrongful  transfer  of  it  from 
certain  members  of  the  cuinmnnity  for  the  protit 
of  the  Government,  or  of  the  tax-payers.  Fiind- 
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cd  properly,  therefore,  cannot  be  comited  as 
|nirt  of  tlie  national  wealtli.”  Tliis  seems  to  bo 
a very  strange  conclusion.  A tron.'ifrrof  w'oalth, 
in  im  case  that  Ave  can  imagine,  is  desfruetion  of 
it.  But  XIr.  Mill  says,  that  lieeaiise  the  tniitsfer 
of  it  is  not  the  tlestrurtion  of  it,  it  is  not  ti)  be 
counted  as  part  of  the  iiafiomil  wealth.  A liigh- 
Avaymau  knocks  dowm  a traAcller,  and  robs  him 
of  Ills  money  and  his  Avatch,  noAV  this  is  not  a 
dpstrurtitm  of  Avealth,  but  only  a trantfer  of  it, 
and,  therefore,  the  money  and  the  watch  arc  not 
to  bi*  counted  as  part  of  the  national  Avealth  ! A 
serA'ant  robs  his  master,  that  is  only  a framfet\ 
and  not  a dpstnietion^  of  Avealth,  and,  therefore, 
the  thing  stolen  is  not  to  be  counted  as  part  of 
the  national  Avealth  ! 

\\''hat  AA'e  have  said  here  is  sutficient,  avc  think, 
to  shew  that  tlie  funds  are  independent  property, 
and  tliat  the  income  of  the  fundholders  is  pro- 
perty reckoned  as  part  of  the  inctmie  of  the 
nation.  For  more  on  the  subject  avc  refer  to 
FrxBs. 

107.  \Vq  must  now  endea\'onr  to  make  a con- 
cise suiwey  of  jiroperty  in  general.  To  enter 
into  all  its  minntiiC  AVotikl,  of  course,  require  a 
large  volume.  AVhat  A\*e  shall  now  attempt  to 
do  is  merely  to  endeavour  to  classify  and  enu- 
merate the  dilferent  species  of  jiroperty  Avliich 
exi'it.  ]Most  persons  Avoiild  assent,  avo  think, 
t»»  the  proiKJsitioii  that  “Avealth  * ainl  “ pro- 
])erty”  are  conv'ertible  terms.  If,  therefore,  Ave 
Avi.'li  to  obtain  an  accurate  delinition  of  wnailth, 
llie  subject  matter  of  Political  Economy,  it  seems 
to  us  to  be  dearly  necessary  to  consider  all  tin- 
various  species  of  property  that  exist,  and  tlien 
to  frame  a delinition  of  Avealtli  in  accordance 
Ai  ith  those  species.  We  must  frame  tlie  detinitiou 
frtuii  the  science,  and  not  construct  a science 
fnun  the  definition. 

I OS.  lu  the  lirst  place,  tlien,  Avhat  is  Peo- 

I'URTY  ? 

Tlie  idea  suggested  to  most  persons  by  the 
Avord  Propfrt^  Avonld  be  goods,  and  chattels, 
land,  &c.,  ifec.,  and  things  of  all  sorts.  Just  as 
AAlieii  peitple  hear  of  a man’s  having  a great 
estate^  lliey  think  of  the  acres  of  laud:  but  this 
is  a very  great  mistake  indeed. 

The  Avord  “ Property”  is,  like  soA’cral  other 
Avords,  an  example  of  that  pliilosopliieal  inaccu- 
racy which  is  nafurtiiiuitely  so  prevalent  in  Kng- 
li-<h,  by  Avliich  something  related  to,  or  connected 
Avith.  a thing  is  used  as  a name  of  the  thing  itself, 
'riiere  arc  a large  class  of  such  Avords,  Init  avc 
shall  only  mentiim  three  here  .-—they  are  “ Cur- 
rency,” “ Estate,”  and  “Property.” 

The  word  currency  aa'us  lirst  used  a<  an  at- 
tribute of  money.  Money  Avas  said  to  In*  current. 
Hence  writers  began  to  speak  of  the  currency  of 
money.  .Tnst  as  they  speak  at  the  present  day 
of  the  currency  of  a report,  or  the  currency  of  an 
t}piniou.  At  last,  about  the  middle  of  the  last 
century,  Avriters  began  to  call  the  money  itself 
CMiTcncy,  by  a most  gross  abuse  of  language. 
This  however  lias  noAv  become  a practice  far  too 
strong  to  be  shaken.  B.it  it  is  nevertheless  a 
gross  confusion  of  idea.  It  AA'ould  be  just  as 
rational  to  call  an  opinion,  or  a report,  currency, 
as  it  is  to  call  money,  cnrrency. 

The  same  observation  is  true  of  the  Avord 
“ Estate.”  The  Avord  estate  properly  means  a 
person’s  interest  in  land,  or  in  goods  and  chattels. 


But  by  a gross  confusion  of  idea,  it  is  in  common 
parlance  applied  to  the  land  itself,  or  the  goods 
and  chattels. 

The  AVord  Propeutv  has  been  used  witli  a 
similar  confusion  of  language.  It  is  almost  in- 
variably used  to  denote  things,  such  as  land  and 
gooils.  But  the  meaning  of  tlie  Avord  Property  is 
tlie  Right  to  use  a M/wg,  and  not  the  thing  used. 
Thus  as  tlie  correct  expression  is  the  “Currency 
of  money”,  an  “Estate  in  land”,  so  also  the  cor- 
rect expression  is  ‘"Property  in  land,”  or  “Pro- 
perty in  gtiods,”  &c. 

Hence  Ave  see  that  Property  is  not  anything 
vested  in  tlio  thing  itself,  nor  the  thing  itself,  but 
it  is  au  attribute  vested  in  the  Person. 

lOM.  Now  things  Avhich  may  be  the  subject 
of  ]>roperty  are,  as  regards  Political  Economy, 

divided  into  tw'o  fundamentally  distinct  classes. 

I.  There  are  certain  tilings  Avhich  Ave  may 
buy,  Avliich  are  actually  in  existence  at  the  time 
Ave  buy  them. 

Thus  if  Ave  buy  a w'atch,  the  Avhole  thing  is 
actually  in  existence.  We  may  buy  it  for  the 
sake  of  eoutinous  use,  to  last  all  our  lives ; or  for 
au  indetiiiite  jieriod.  But  the  Avhole  thing  that 
Ave  buy  is  in  actual  existence.  So  if  Ave  buy 
bread,  or  articles  of  food,  they  are  in  a state  of 
complete  existence.  They,  it  is  true,  are  bought 
for  the  purpose  of  immediate  destruction,  and  not 
continuous  use.  So  articles  of  clothing;  they  last 
longer,  and  are  for  the  purpose  of  coutiuuoiis  use. 
So  articles  of  furniture,  books,  carriages,  horses, 
&c.  All  these  are  bought  for  the  purpose  of  use, 
Avhich  may  be  more  or  less  continuous,  as  the  case 
may  be.  But  this  feature  is  common  to  all  the.se 
things.  AVhen  A\'e  buy  them,  they  exist  in  a 
complete  state,  and  capable  of  immediate  use  and 
enjoyment.  We  may  say  therefore  that  all  these 
tilings  may  be  used  in  their  totality  at  the  time 
of  the  purchase. 

But  these  things  arc  only  a very  small  jwtion 
of  the  things  which  may  be  made  the  subject  of 
property.  The  incomparably  greater  ])ortioii  of 
things  that  may  be  made  the  subject  of  property, 
have  no  actual  present  existence  at  all,  but  only 
come  into  existence  at  future  intervals  of  time. 

II.  Such  is  the  foundation  of  the  A'alue  of  the 
Laud,  the  Public  Funds,  all  annuities,  shares  in 
all  commercial  enterprises  <»f  all  sorts,  Banks, 
Railw'ays,  Insurance  Coiupauies,  and  Commercial 
Credit. 

Noav  the  fundamental  characteristic  of  all  this 
class  of  property,  AA'hich  from  its  mere  enumera- 
tion manifestly  includes  nmetecn-tAA'entieths  of 
existing  property,  at  least  in  this  commercial 
country,  is  tiiis,  that  it  cannot  all  bo  us<*d  or 
enjoyed  at  one  time.  The  actual  use  and  enjoy- 
ment can  only  come  into  existence  and  possession 
at  definite  intervals  of  time.  But  yet  although  the 
enjoyment  is  future,  neverthele.ss  the  RIGIIT  of 
enjoyment  and  ti.se  is  present,  and  may  be 
bought  and  sold,  and,  in  fact,  tlie  ]>resent  vafue  of 
all  tlie.<0  future  intervals  of  use  and  eiijitymeiit  is 
the  A'alue  of  the  Property. 

110.  And  here  aa'c  may  say  that  the  study 
of  the  Theory  of  Property  is  absolutely  indis- 
pensable to  the  student  of  Political  Economy: 
a truth  Avliich  has  been  greatly  lost  sight  of 
by  many  Avriters  on  the  subject.  It  is  the  very 
basis  of  his  science.  We  may  take  this  opportu- 
nity of  recommending  as  admirable  summaries  of 
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it ; WUUatwi  on  the.  Law  of  Real  Property^  ami 
Q}  the  Law  of  Persona!  Property.  These  works 
ar*  ([uite  as  imli^iiimsable  to  the  student  of  Poli- 
tie  .1  Keoiioiny  as  iliev  are  to  the  student  of  Law. 
AV  may  also  eomiik'iul  to  their  attention  a 1^11)61*  On 
so,  H‘  Points  in  the  Theory  (tf  the  Laic  of  Property^ 
hy  Mr.  Stefihcn  Martin  Leake,  in  the  Papers 
ret  (I  before  the  Jiiritiical  Society.,  1855-8,  p.  08I, 
wl  icli  eontaius  several  points  on  the  siibjeel  very 
ch  irly  stated,  and  from  wliieli  we  shall  make 
so:  le  extracts.  Mr.  Lruke  says,  p.  533,  that  the 
eii  ire  ])r(i])(*rty  in  a thhui  is  the  ri^dit  to  the  whole 
us  i»f  a thiiiii*.  That  things  dilier  in  their  use 
ae  ording  to  tlieir  nature,  some  ])erish  in  the  use, 
so  ae  perish  lV»»m  causes  independent  of  the  use, 
bu  atlbrd  a continuous  u.se  so  long  as  they  endure. 
Si.  ne,  like  land,  are  absolutely  iiidotructible,  and 
su  »ply  a Ciinlinuous.  uniform,  an«l  constant  use 
fot  ever.  Of  all  these  land  is  the  standard,  or 
ty  te,  that  is  to  say,  a subject  inde^tructible  in  its 
na  are,  its  u>e  Is  unlimited  in  duration,  and  con- 
stt  tit  and  unitbrm  in  (piality,  and  posses>es  all 
(pi  tlities  in  the  higliest  degree,  which  other  sub- 
jet  t.s  of  proi»erly  possess  only  ]>artially,  and  in  a 
(ill  ited  ilegree."  For  these  rea.sms,  Mr.  J..eake 
sa^  .s  that  the  Law  of  Keal  Property  in  practice 
in:  y he  called  the  grammar  of  the  Law  of  Pro- 
]>e  ty  in  geiiend.  In  this  remark  we  entirely 
eoi  ear,  and  we  may  say  that  tlie  theory  of  the 
V;  lue  of  Land  is  the  grammar  of  the  theory  of 
V:  lue  in  general. 

11.  We  must  now  still  further  investigate  the 
na  lire  of  the  value  of  land.  Wlu  u it  is  said 
tin  t the  value  of  the  land  of  Great  Britain  is 
SOI  le  eiionnou''  sum.  we  don’t  kiu*w  what;  hut 
sa;  *J,000  millions,  what  does  that  mean?  Poes 
it  uean  that  the  value  of  the  existing  produce 
of  the  land  is  worth  2,000  millions? — Certainly 
no  . The  value  of  the  Land  consists  in  this, 
tin  t it  produces  year  by  year  for  ever  something 
wl  ieh  men  want,  and  will  ]»ay  for,  or  for  which 
tin  V wdll  give  some  other  i»roduct,  or  service,  in 
ex  hange.  Now  it  is  eviileiit  from  this  that  as 
tin  actual  use  and  eiijoymeuf  ol  the  land  can  only 
C01  le  into  possession  at  siiceessive  intervals,  no 
nu'  1 can  use  or  enjoy  the  whole  of  his  ])roperty 
in  and.  And  as  these  products  cannot  be  ae- 
cel  'rated,  no  m:iu  could  squander  away  the  whole 
of  lis  land  a<  he  might  jiroperty  w iiich  was  iu  a 
col  iplete  and  limil  state  of  exL-^tence.  Ileuee,  if 
fill  ilies  w ere  juit  in  ]MJSsessiuii  a large  extent 
of  and,  althongli  lliey  might  squander  the  yearly 
pn  ilnce,  tliey  couM  not  w'aste  or  dissij)ate  their 
ca)  ital.  la  many  countries  families  have  endured 
for  centuries,  iu  iio.ssessioii  of  the  same  land. 

12.  But  by  the  introduction  of  money,  a 

ne’  power  was  called  into  existence.  Altliough 
me  1 could  not  sell  the  actual  produce  ot  their 
l:ii.  1,  which  w’as  only  to  come  into  existence 
seA  jral  years  ailerwards,  they  could  sell  their 
]pi*(  [lerty  in  it,  or  their  liiour  to  receive  it.  And 
it  i : (piite  clear  that  each  annua!  product  is  the 
.«ul  ject  of  difttim  t projierty,  and  that  tiie  whole 
ser  es  for  ever,  is  a .series  of  sei):irate  i>roj)erties, 
eat  1,  or  all,  or  any  miniher  of  which,  may  be 
sol  ,,  or  exchanged,  for  anything  else.  And  the 
me  liod  of  ascertaining  their  iiresent  value  is  as 
foil  »ws.  . 

1 13.  We  have  said  that  Capital  is  an  increas- 
ing quantity,  and  the  continual  increase  may 
alw  iyn  be  capitalFcd,  and  so  used  to  produce 


furtlier  increase.  The  increase  of  ditierent  species 
of  Capital  procet  ds,  of  course,  at  very  ditfereut 
rates.  But  it  is  '[uite  evident  that  it  all  has  the 
capacity  of  increase  in  a geometrical  ratio.  Not 
that  it  ever  actmdly  does  so,  for  various  reasons, 
to  be  more  fully  examined  hereafter.  But  at 
least  it  has  the  capacity  for  so  increasing.  As 
this  law  is  uuiv.Tsally  applicable  to  Capital,  it 
holds  good  with  regard  to  money,  as  well  as 
other  .'ipecies.  Thn>,  if  money  be  invested  in 
the  funds,  and  illuwed  to  accumulate,  it  will 
manifestly  increase  at  conipouml  interest,  or  iu  a 
geometrical  ratie.  And  it  is  quite  easy  to  tell 
what  any  given  .-um  of  money  will  amount  to  iu 
any  number  of  years,  at  any  given  rate  of  in- 
crease. And  it  is  just  as  easy  to  ]»erforni  tlie 
inverse  operation,  and  find  what  sum,  at  the 
present  time,  W'Uild  amount  to  any  sum  iu  a 
given  number  of  years,  at  any  given  rate  oi'  in- 
terest. And  that  sum  is  called  the  Present  Value 
of  the  future  sum. 

114.  Nuw'  the  produce  of  the  land  in  any 
given  future  year  may  be  valued  in  money,  and 
the  present  value  of  that  mmiey  may  be  aseer- 
taiued.  The  same  may  be  done  for  all  the  future 
years  for  (*\  er,  ami  the  sum  of  the  series  of  those 
future  values  is  the  total  present  value  of  the 
laud  for  ever. 

Although  this  series  is  iiifinite,  yet  its  sum  is 
a finite  (quantity,  w lucli  is  easily  ascertained. 

Thus  the  valiu  of  the  property  in  the  land  for 
over  may  be  accurately  measured,  ami  exciianged 
for  money  like  any  other  couiiiiodity,  and  the 
ow  ner  of  the  pniperty  may  use  and  enjoy  the 
wliole  value  of  it. 

llo.  d'o  show  how  the  value  of  things  may 
vary  w’ithout  any  ehange  iu  the  thing  itself,  and 
upon  w hat  incorporeal  considerations  it  de])emls, 
we  may  observe  the  dltference  in  the  value  of 
land  caii.HMl  by  a difreieiice  iu  the  rate  of  intere.st. 

As  the  ]>resein  value  of  each  of  tliese  annual 
products  is  calculated  at  compiuind  interest,  it  is 
clear  that  tlie  higher  the  rate  of  interest  is,  the 
faster  they  will  diminish.  Hence  if  tlie  rate  of 
interest  is  high,  ilu*  value  of  the  entire  properly 
w ill  be  a great  (h  al  less  than  w hen  it  is  low. 

'riie  value  (4*  any  number  of  these  future  pro- 
ducts nniy  be  aseertaiued.  But  it  happens  tluit 
when  the  value  «»f  the  whole  series  is  to  be  found, 
the  practical  rule  is  very  simple. 

To  tiiul  the  value  or';i  perpetual  annuity  of  £1, 
we  liave  <uilv  to  divide  £U)0  bv  the  rate  of  inter- 
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est,  and  tlie  result  is  the  present  value  of  the 
annuity. 

Tims  if  the  rate  of  interest  were  lOiicrcent.,  the 
value  of  :i  perpetual  auiiuUy  of  £1  would  be  £10, 

If  the  rate  of  interest  were  £3  per  cent.,  it 
Would  be  £33  Gs.  8d. 

Tims  the  pre>eiit  value  of  the  very  same 
annuity  is  extremely  lUtferent  aecording  to  the 
rate  of  interest.  And  the  value  of  the  very  same 
laiul  producing  the  same  annual  revenue  will  be 
three  times  as  great,  when  the  rate  of  interest  is  3 
per  cent,  as  w lien  it  is  9 tier  cent.  In  the  reign 
of  Charles  II.,  the  usual  v:iUie  of  land  was  10 
3'ears  purchase.  In  the  present  day  it  may  he 
taken  at  an  aver:ige  of  30  years  purchase.  Thus 
w'c  see  liow'  enonuously  the  value  of  the  land  of 
Great  Brit  liii  imty  vary  without  any  change  in 
the  land  itself,  or  any  depreciation  of  the  value 
of  money  with  rc>pect  to  commodities. 
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lUb  We  thus  arrive  at  this  fundamental  con-  I 
ceptiiui  that  the  saleable  value  of  land  consists  in  I 
the  Higiit  to  receive  the  annual  protits  of  the 
land. 

Thus  we  see  that  a mere  Rioht  to  receive  a 
thing  which  has  no  actual  existence  at  present  is 
an  Economic  Entity,  or  an  Economical  Element, 
which  may  be  bought  and  sold  like  any  existing 
usefni  article.  This  is  a mere  right  of  future  en- 
joyimMit,  and  according  to  what  we  have  said 
regarding  negative  quantities,  it  is  to  be  classcil 
with  them. 

We  imiy  say  without  any  violent  metaplior, 
that  wlicii  a man  has  purchased  an  estate  in  land, 
it  owes  him  an  animal  payment.  And  tins  is 
more  clearly  manifest  when  he  lets  it  to  a tenant, 
w'ho  enters  into  an  obligation  to  [»av  him  an  an- 
nual rent.  Eacli  obligation  to  ]>ay  him  rent 
year  by  year  is  an  indeiK'ndent  Economic  Entity, 
just  the  .same  as  if  it  were  embodied  in  a Bill  of 
P'xchange,  or  a Promissory  Note. 

Now  the  entire  property  in  the  land  consists 
in  the  Itiglit  lo  receive  all  the  profits  that  can  be 
made  out  itf  it  itf  every  description,  either  on  the 
surfaee  or  helow  it.  But  those  jtrolits  are  of  ex- 
tremely diiiereiit  sorts.  And  the  entire  ]»n>perty 
may  be  divided  and  si'parated  into  any  number 
of  smaller  jiarts.  And  it  is  scarcely  neeessary 
to  .say  tluit  each  sejiaratc  ]>ortion  is  also  an  Eco- 
nomic Element,  and  may  be  sold  and  exchanged 
separately,  and  is  a separate  article  of  wealth. 
And  eacli  of  these  separate  ])roperties  may  be  in 
.separate  liands,  or  they  may  be  all  merged  in  one 
person.  But  though  they  may  be  all  vested  in 
one  persiui,  they  are  nevertheless  separate  articles 
of  wealtli.  And,  in  sluirt,  whatever  may  be 
separately  and  individually  exchanged  without 
ail}'  connection  with  anything  else,  is  a separate 
and  indeiiendriit  article  of  wealtli,  and  must  be 
reckoned  sei>arately  iu  any  catah>gue  of  wealth. 

This  perliajis,  may  appear  an  unnceessary  tru- 
ism to  some  readers,  but  we  shall  tind  liereafter,  ] 
that  it  is  a doctrine  of  immense  jiractical  impor-  ' 
t:iiice,  w hich  has  been  greatly  lost  sight  of  in  ; 
many  economical  discussions  and  treatises. 

117.  AVe  may  then  define  property  in  laud  in  1 
general  terms  thus: — It  is  the  riglit  to  exchange 
products  which  are  not  yet  in  existence,  for  other 
products  also  not  yet  iu  existence,  and  for  services  ' 
to  be  done  by  men  w ho  are  not  yet  born,  to  the 
end  of  time.  i 

Now,  this  entire  projierty  iu  land,  says  Mr.  ^ 
Leake,  p.  53(>,  “is  divisible  in  three  distinct 
ways 

“ 1.  By  division  of  the  subject  of  pro|>erty. 

“2.  By  division  of  the  current  use  into  concur- 
rent itortions. 

“3.  By  the  divi.sion  of  the  continuous  use  into 
successive  intervals.” 

Ill  the  first  case,  the  division  may  he  either 
vertical  or  liorizoiital.  The  land  may  bo  split  up 
into  any  number  of  portions.  Thus  the  ow  ncr 
may  sell  entirely  one  acre  out  of  ten  and  keep  the  | 
rest,  or  he  imiy  retain  tlie  whole  right  to  the  sur-  I 
face  himself,  and  sell  tlie  right  of  digging  for 
minerals,  coals,  stones,  &c.,  below  the  surface.  | 
And  each  of  these  rights  is  a separate  article  of 
property. 

In  the  second  case,  the  jiroperty  in  the  land 
itself  may  remain  with  tlie  jiroitrietor,  but  sepa- 
rate estates  may  be  carved  out  of  the  profits  of 


it.  Thus  tithes,  rent  chargi's,  annuities,  may  be 
charged  upon  it.  So  also  there  may  he  what  are 
called  easements^  tliat  is,  where  other  jier.Nons 
have  a right  to  use  it  in  a jiarticiilar  way,  or  for 
certain  limited  j)urj)o.ses,  such  a.s  a right  of  com- 
mon, right  of  ])a."ture,  right  of  way,  right  of  shoot- 
ing, right  of  tishing,  &c. 

In  the  tliird  case,  a man  may  Imve  the  right  to 
the  actual  use,  jiossession  and  enjoyment  of  the 
land  for  a certain  luiiuber  of  years,  and  tlieu  it 
may  jiass  to  other  ju-rsons.  The  jicrsvin  who 
has  the  right  of  jire.seiit  possession  ami  en- 
joyment is  said  to  have  an  e>tate  in  jio.^scsshtn, 
and  the  estates  of  those  jtersons  which  are  only 
to  commence  at  a future  lime  are  said  to  be  in 
reversion,  or  remainder. 

118.  Now  of  all  these  various  rights,  whicli 
are  all  distinct  subjects  of  jirojicrry,  the  estates  of 
those  persons  alone  who  are  in  acliml  jmssessioii 
and  enjoyment  of  the  surfiwe  of  the  land,  are 
usually  tailed  corporeal  rights,  or  hereditaments, 
all  the  others  are  called  iiicorj»ore&l  rights,  or 
hereditaments.  Mr  AA'illiams  {Law  of  Heal  Pro- 
perty.,  p.  19G)  considers  that  estates  iu  reversion 
and  vested  in  remainder,  may  be  considered  as 
somewhat  of  a mixed  nature,  because  iu  process 
of  time  they  become  corjioreal.  All  the  others 
are  considered  as  jnirely  incori»oreal.  But  Mr. 
Leake,  justly  we  think,  says  ji.  541,  “The  distinc- 
tion however  between  corporeal  and  iacorjioreal 
rights  is  altogetlier  questionable,  both  in  the 
nature  of  things,  and  in  theory.  All  rights  ;irc 
eijiially  incorjjoreal,  inasiiuich  as  they  siib.'^ist  in 
a jiersoii  by  mere  force  of  law  ; and  all  rights  are 
equally  corporeal  inasmuch  as  there  must  exist 
a real  subject  matter  in  the  use  of  w hich  the  right 
Consists.  All  property  of  w hatever  kind  is  an 
iiicorjioreal  right  to  the  oorjioreal  ii.<e  and  profits 
of  some  corjioreal  thing.”  In  the  tirst  jiart  of 
tliis  extract  we  entirely  concur.  The  distinction 
between  the  projierty  iu  the  surface  ol  the  land 
w ith  the  right  b>  grow  corn,  &;c.,  as  a corjioreal 
right  and  the  right  to  dig  for  minerals  and  coals 
below'  its  surface,  or  the  right  lo  shoot  game  on 
the  surface,  as  an  incorjKireal  one,  seems  to  us  to 
be  unjihilosopliical.  AVe  therefore  concur  wiiii 
^Ir.  Leake  that  all  jirojierty  is  equally  iucorjioreal, 
inasmuch  as  it  really  means  a Uioht  residing  iu 
the  person,  and  not  a thing. 

119.  But  with  resjiect  to  the  next  jiart  we  are 
not  so  disjiosed  to  concur,  at  least  if  we  have 
understood  him  correctly,  which  we  are  hv  no 
means  certain  of.  He  says  that  all  rights"  are 
equal!}'  corjHimil,  because  there  must  exist  a real 
subject  matter  in  the  use  of  which  tlie  right  con- 
sists. “All  projierty  of  whatever  kind,  is  an 
inet)rporetil  riglit  to  the  cnrpttreal  use  and  jirotiis 
oi  ^o\\\e  corporeal  thing,”  Now  to  all  this  wc 
agree  uji  to  the  la^l  ionr  w.  rtls.  That  juvlits  are 
corjioreal  we  admit,  Init  lo  say  that  tlie  source 
from  w liicli  these  profits  are  derived  is  necess.irilv 
corpitreal.,  ill  the  sense  which  we  think  Air.  Leake 
im  ans,  is,  we  think,  an  oversight.  No  doubt  there 
must  be  a subject  matter  out  of  which  jirolits  arise, 
Imt  that  source,  or  cajiital,  may  be  incorporeal. 
The  subject  matter,  therefore,  of  a right  may  be 
purely  iiicorjioreal,  as  we  shall  see  furtlier  on. 

AVe  have  said  enough  w e think  on  the  subject  to 
explaiu  the  general  nature  of  the  theory  of  the 
A’alue  of  Land,  the  standard  case  of  A'aliie. 

in  this  case  w*e  observe  that  the  soui  ce  of  the 
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an  luily,  tlio  land,  is  corporeal,  and  before  our 
ey  s.  It  may  be  seen  ami  liamlled.  Alitreover 
till  fruits  of  it  from  whicli  profits  are  made,  viz., 
ill  eiiru  ami  the  cattle,  exist  corporeally  before 
on  • eves,  and  may  be  handled,  and  measured. 
It  !?>  by  the  exeluin^e  of  these  eorjiureal  ])roduets 
foi  otlior  products  ami  services  tliat  we  obtain  the 
eii  oyiueiit  of  the  in’operty  in  the  land. 

•20.  Hut  wo  shall  now  procei  d to  sliew  the 
an  do;jy  b(‘tweeii  this  standard  case  of  Value,  and 
oi;  ir  immense  elassesof  eases.  We  shall  first 
de  1 with  a class  of  cases  in  which  the  source  or 
ill:  trnnient  of  the  profit  is  corporeal,  like  the  land, 
lb  r we  shall  sjmiijre  out  the  materiality  or  cor- 
po  ’iety,  of  what  is  analopuis  to  the  produce  of  the 
lai  d,  mmirly  the  service  perfonmal  Ity  the  instni- 
im  nt,  and  which  brin;„"s  in  the  profits,  or  the 
in  (rmneiit,  as  corn  and  cattle  brino  in  the  jiroHts 
of  he  land.  Ami  we  ^hall  call  upon  our  readers 
to  believe  in  the  real  existence  of  these  jirofit- 
jir  (Inciiij^  incorporeal  elements  jnst  as  much  as  in 
tin  existence  of  tlie  material  corn  and  cattle. 

tVe  have  thus  obtained  two  cases  of  Capital 
an  ! IVoduce.  The  first,  In  which  tlie  Capital  and 
til  IVoduce  are  both  material;  the  second,  in 
\\]  ieh  the  materiality  of  the  Cajiital  remains,  but 
til  Pi-oduce  is  immaterial.  Hiit  in  eitlier  case, 
ea  ii  are  Economic  Elements.  We  shall  also  find 
til  t there  are  two  other  cases,  correlative  to  the 
t\\  • first ; namely,  a third  one,  in  which  the  Ca- 
]ti  d or  source  of  Produce  is  immaterial,  ami  the 
Ih  iduce  material;  and,  lastly,  we  siiall  sjuui^re 
mi  the  corporiety  botli  of  the  Capital  and  the 
Pi  'duec.  And  we  shall  call  u]n>n  our  readers 
to  believe  in  the  real  existence  of  these  incorpo- 
rei  I sources  of  revenue,  or  this  incorporeal  capital, 
pr  dm  injx  incorporeal  entities,  or  elements,  Miiieli 
an  exchanged  for  eori>oreal  profits,  and  which 
ha  e as  real  an  existence  as  much  as  the  land, 
an  I the  corn  and  cattle.  Ami  this  incorporeal 
ca  dial  and  its  incorporeal  produce  may  be  mea- 
sii  ed  ami  valued  with  as  great  certainty  as  any 
in;  terial  article  whatever.  Ami  when  we  have 
sn  \ eyed  all  these  kinds  of  projierty,  we  shall  be 
ab  e to  form  some  e.'timate  of  the  magnitmle  of 
pi'  perty  in  this  country,  and  the  domain  of 
Pc  itical  Economy. 

21.  As  an  example  of  the  first  case  of  this 
lat  er  species  of  jiroi»erty,  we  shall  instance  RaiU 
w;  vs,  :iml  Canals.  It  is  jicrfcctly  clear  that 
Avl  at  we  may  call  the  source  or  instrument  of  the 
an  luity,  analogous  to  tlie  land,  namely  the  rail- 
ro;  d,  or  the  canal,  formed  ami  maintained  at  a 
va  t cxpi'use,  is  curjioreal  and  visible  like  the 
lat  d.  Hut  is  the  service  whicli  tlie  railroad  or 
ca  al  iscap;ibleof  rendering,  and  which  produces, 
or  h'fiu\s  forth^  (PRonrcxiox ; L.uiou)  the  profits, 
CO,  poreai  ? Whence  do  the  profits  of  the  railroad 
or  canal  come  ? They  are  given  by  the  public 
in  exchange  for  the  service  Avhicli  the  railroad 
or  canal  is  cajiable  of  rendering,  namely  the 
tr:  isport  of  persons  and  goods.  JSomethiug 
wl  ieh  is  purely  incorporeal.  And  yet  though 
tin  ^ service  can  neither  he  handled  nor  accw,  its 
vu  iii‘  may  be  meatafred^  and  is  so,  with  as  great 
cei  tainty  as  any  corporeal  element. 

' 'he  railroad  is  constructed  on  the  expectation 
th:  t the  public  will  reipiire  and  jay  for  the  tran- 
sit of  their  persons  and  goods.  This  is  a mere 
im  u'poreal  setwice,  and  yet  it  is  exchanged  for 


' profits,  just  as  corn  and  cattle  arc,  and  is  as  real 
a source  of  revenue  they  are. 

Now  it  is  perfectly  clear,  that  thougli  the  rail- 
way or  canal  imiy  Iiave  cost  a very  large  sum  of 
money,  the  valm  of  the  shares  or  stock  has  no 
reference  at  all  lo  the  cost  of  construction,  hut  is 
entirely  deiiendeiit  on  the  value  of  the  custom  of 
the  ]uil)lic.  The  actual  line  of  road,  ami  the 
waterway,  are  w hull}'  ilistiuct  elements  from  the 
business  which  is  conducted  on  tliem,  and  they 
may  be  separated  and  divided. 

Ill  fact,  the  biminess  of  the  railway  or  the  canal, 
may  be  separatrd  from  the  railway,  or  canal, 
itself.  Ami  it  i>  perfectly  well  known  that  when 
railroads  were  first  made  in  England,  it  was 
intended  and  exfu'Cted  tliat  the  iiroperty  in  the 
railway  itself,  and  the  ]troperty  in  the  business 
on  the  railway,  .'^honld  be  separated.  Hut  it  was 
found  tliat  such  a sefiaratioii  of  powers  would 
probably  be  dangerous,  and  it  Avas  necessary  for 
tlie  safety  of  tie*  piiblie,  that  both  the  railroad 
and  the  business  of  Avorking  the  railroad  should 
be  vested  in  the  same  hands. 

Hut  ill  canals  the  same  reasons  do  not  apply. 
Ami  the  iiroperty  in  the  canal  itself,  ami  the 
property  in  the  business  of  working  the  canal,  are 
alnmst  iiiAairiably,  we  believe,  in  different  hands; 
the  latter  mereiv'  jmying  a toll  or  rent  to  the 
former.  Now,  it  is  jierfectiy  clear,  that  the  canal 
is  Corporeal  prni»erty,  and  the  business  of  the 
canal  is  wholly  iucorporeal,  and  yet  that  business 
produces  a reA  ciiuc  Just  as  luueli  as  the  coni  ami 
cattle  from  laud. 

122.  Now  in  the  case  of  railroads  ami  canals, 
it  is  perfectly  ch  ar,  that  it  is  th(‘  incorporeal  pro- 
perty Avhieh  gives  value  to  the  corporeal  firo- 
perty.  It  is  the  custom  of  the  imblic  which  gives 
the  whole  \ alue  to  the  railroad,  or  the  canal ; 
Just  as  it  is  the  d'.*maml  of  the  public  for  corn  ami 
cattle  that  gives  value  to  the  land.  If  there  Awre 
no  demand  for  the  services  of  tlie  railway,  or 
canal,  they  Avouid  be  Avortli  nothing  whatever, 
AvhatcA  cr  sum  thev  mav  have  cost.  More  than 
that,  they  would  probably  be  a nuisance.  Or  if 
the  deuuiml  of  the  public  for  their  services  were 
to  cease,  they  Avould  cease  to  be  valuable,  how- 
ever valuable  they  might  once  have  been.  There 
are  many  instances  in  England  of  canals  Avhich 
Avere  once  extremely  valuable,  having  been  totally 
ruined  by  the  Competition  of  railways. 

Here,  therefor-.*,  are  manifest  instances  of  the 
.second  case  wc  mentioned,  where  the  source  or 
instrument  of  prnductioii  or  capital,  is  corporeal, 
and  the  product  is  iucorporeal,  ami  yet  the  Avhole 
A*alue  of  the  corporeal  capital  depends  upon  the 
incorporeal  prodi  ct. 

And  the  Irutli  of  the  great  fiimlameiital  law 
Avc  laid  doAvu  aboA'c  is  indisputable.  It  is  dv 
mnnd^  or  cansuntption,  and  not  luhur^  that  ^ives 
cable  to  production, 

12;J.  In  the  cases  aa'C  have  just  nieutioiied,  the 
oiithiy  of  capital  in  forming  the  instrument  Avldch 
is  to  render  the  service  is  so  great,  that  the  profit 
is  often  considered  as  little  more  than  profit 
on  the  sum  spent  on  tlie  instrument.  And 
ill  these  eases  avc  may  consider  Avithout  any  vio- 
lent metaphor  that  the  instrument  itself  produces 
the  service.  Hecause  though  no  doubt  there  is 
human  labor  eni[)loyed  in  driA'iiig  engines,  &c., 
and  men  and  lior'^es  in  the  barges  and  canals,  so 
also  there  is  a j^ireat  deal  of  luuuan  labor  em- 
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ployed  in  groAving  corn,  Imt  yet  avc  consider  coni 
as  the  pindiice  of  the  earth,  rather  than  of  the 
labor  of  men,  becaii.se,  after  all,  tlie  earth  is  the 
predominating  eli'ineiit  in  the  ]iroductitHi  of  corn,  | 
and  the  labor  of  man  is  subservient  to  it.  So 
alsi)  in  railroads  and  canals,  they  are  in  a similar 
Avay  the  predominating  elements,  ami  the  labor  j 
of  iiieii  and  horses  is  subservient  to  them.  In 
each  of  these,  avc  think  it  Avill  be  acknowledged 
that  tlie  Corporeal  element  is  primary,  and  labor, 
though  indispousalile,  is  secondary.  Hut  there 
are  a great  many  other  trading  companies,  in 
wliich  the  impin  taiice  of  the  corporeal  element 
constantly  diminishes,  and  the  importance  of  the 
human  eieineiit  constantly  increases,  till  at  last 
tlie  corporeal  element  sinks  altogether  into  insig- 
nitirance,  and  is  only  incidental,  and  is  only 
present  in  coiise<|uenee  of  the  necessity  of  men  to 
have  some  place  to  rest  upon.  15ut  the  actual 
business  is  wliolly  human. 

124.  Thus  in  great  public  trading  eoinpanie.s, 
like  banks,  and  insurance  companie.s  the  cor- 
jMireal  instrument  in  which  the  business  is  carried 
on,  is  altogether  subordinate  to  the  nature  of  the 
business  i-arried  on.  In  a great  bank  or  insur- 
ance company,  the  value  of  the  actual  building  is 
a mere  fraction  of  tlie  capital.  The  A'aliie  of  the 
sliares  is  entirely  regulated  by  tlie  A'aliu*  of  the 
biisines.s  which  is  a purely  incorporeal  entity, 
'i'iu*  v;ihie  of  the  shares  in  the  London  and  West- 
minster Hank  does  nut  in  any  way  depend  upon 
the  A’alue  of  tlie  banking  house,  nor  CAen  upon 
the  iiuantityof  money  paid  in,  or  original  cajiital; 
that  only  forms  a limit  below  Avhieh  it  Avouhl  not 
sink.  Hut  it  depends  upon  the  gigantic  business 
created  by  the  skill  of  the  managers  of  the  com- 
pany. Ami  can  tliis  be  .seen,  or  handled,  or  is  it 
a corporeal  mattery  Certainly  not.  It  is  purely 
incorporeal.  Hut  yet  it  may  be  mkasvkkd  in 
v;ilue  as  accurately  as  a hundred  weight  of  cheese, 
and  it  may  be  transferred  in  just  the  same  way. 

12o.  Now,  what  does  the  value  of  the  shares 
ill  these  immen.se  companies  consist  in?  It  is 
the  Uir.iiT  to  receive  and  iiarticipate  in  tlie  future 
]»rolits  of  the  bn>iiiess.  An  incorporeal  right  in 
an  incorporeal  entity. 

And  hero,  perhaps,  it  may  not  be  amiss  to  say  a 
fi*w  words  as  to  the  nature  of  shares  in  eommercial 
companies,  such  as  a bank.  It  might  perhaps  seem 
to  some  persons,  that  the  .stock,  or  shares,  in  a 
bank  Avere  identical  with,  and  represented^  or 
Aven*  one  property  Avitli  the  very  money  paid  in 
as  actual  capital.  Thus  if  the  money  jtaid  in  as 
the  caidtal  the  bank  were  T 1,000,000,  and  an 
eipuil  amount  of  shares  were  created  and  gi\'eu 
in  exchange  for  this  money,  it  might  perhaps 
seem  to  some  that  these  shares  were  oxk  property 
Avitli  the  actual  money.  This,  hoAvever,  is  a most 
important  error.  In  the  first  place,  it  is  clear 
that  if  the  shares  AVi*re  merely  one  property  Avith 


holder  transfiw.s  the  jwoperty  in  the  money  to  the 
corpuratiun,  he  receives  in  return  a share. — Ami 
Avhat  is  a share  ? Is  it  an  individual  right  to 
part  of  the  original  capital?  Certainly  not. 
Except  in  the  extreme  case  of  the  di.^solution  of 
the  company,  a shareholder  lues  no  right  to  ile- 
niaml  back  any  of  the  original  capital.  Wliat 
then  is  the  share? — It  is  the  Right  to  a certain 
portion  of  tlie  prajiis  to  be  made  by  the  business 
of  the  company.  The  sliarelmUU  r gives  the  pro- 
perty in  his  money  to  the  company,  and  he 
recciA'cs  in  return  the  right  of  sharing  the  future 
jtTt/Jits. 

127.  Noav  it  must  lx*  jierfwtly  clear  beyond 
disjuite,  that  the  money  jiaid  in,  and  tlie  right  to 
receive  the  future  protits  of  trading,  arc  twa>  .seiia- 
rate  and  independent  projicrtics.  IL'iice  tlic 
capital  of  the  company,  ami  the  *<hares  in  the 
com]iany,  are  two  separate  ami  distinct  properties. 
And  it  is  iierfcctly  possible  that  the  capital  of 
the  coni|)any  may  be  entirely  lost  and  dissipated, 
am!  yet  the  shares  be  of  immense  value. 

In  the  first  place,  the  money  capital  may  have 
been  converted  into  otlier  thin^rs,  Avhich  are 
Avholly  useless  and  valueless  if  divided  or  broken 
\\\),  The  money  ca])ital  of  a railroad  company 
lias  been  conA  crtcd  into  embankments,  and  drains, 
and  tunnels,  and  bridges,  ami  station  houses. 
AVhat  is  the  value  of  these  things,  to  sell  inde- 
pendently? If  the  demand  for  a railway  Avere 
to  cea.se,  the  original  capital  avouUI  be  found  to  be 
I almost  entirely  di.^sipated  ami  sunk.  In  the 
case  of  a Hank,  it  avouUI  be  diilerent,  because  there 
the  capital,  supposing  it  not  to  have  been  lost  in 
business,  remains  ;ietually  in  the  form  of  money, 
and  that  can  be  divided  among  the  sliarelioldei-s 
in  the  case  of  dissolution.  Hut  even  in  tliat  case, 
tlie  same  rule  apidies  to  a certain  extent.  'I'here 
arc  many  banks  whose  stock  has  risen  2CK)  per 
Cent.  aboA'o  the  value  of  the  immey  originally 
l>aid  in.  If  .such  a bank  were  suddenly  dissolved, 
and  tlie  original  capital  paid  in,  divided  among 
the  shareholders,  Avould  they  n*ceiAe  in  money 
the  Arable  of  the  shares  of  the  bank  us  they  stood 
before  the  dissolution  ? Tertainly  not. 

And  this  A’ery  clearly  shews  tliat  the  .sliare.s  in 
a Hank  may  be  of  great  A alue,  ami  yet  the  actual 
capital  gone.  The  A*alne  of  the  >hares  depends, 

I as  Ave  have  said,  ou  the  profits  of  the  business 
established  by  tlie  Hank.  Now  in  establishing 
such  a business  the  Hank  may  lose  money,  and 
yet  alter  having  lost  money  it  may  e.'itablish  a 
sound  and  fiourishing  busine.ss  and  that  gives  a 
real  value  to  the  shares,  Avholly  iadei’iendent  of 
I the  money  origually  paid  in. 

; Let  u.'5  take  a very  simple  case.  The  sum 
actually  t»aid  on  the  shares  of  the  London  and 
Westmiiisler  Hank  at  the  j.resent  time  is  T20, 
and  the  toiai  p.iid  up  is  t* I,IMK),000,  Hut  the 
actual  market  price  of  the  shares  is  £oi\  hence 


I 


till*  actual  capit:il,  they  never  could  exceed  it  in 
value.  For  if  a man  has  merely  the  right  to  re- 
ceive back  the  idmUical  quantity  of  money  he 
has  ]iaid  in,  Avhy  of  course  the  share  cannot  ex- 
ceed it  in  value. 

12G.  Hut  Avhen  a shareholder  pays  in  money 
to  form  the  capital  of  the  bank,  the  property  in 
it  is  entirely  gone  from  him,  in  Jiis  individual 
capacity.  The  pro])crty  in  the  money  passes  to 
tin*  corporation,  Avhich  is  a distinct  entity  from 
its  individual  members.  When  then  the  sluire- 


the  total  value  of  the  share.s  is  i^2,500,(K>0.  That 
is,  the  property  of  the  Shareholders  is  £2,.5(X>,000. 
Hut  suppo.se  the  Hank  Avere  dissolved  to-morroAA", 
and  the  capital  divided  among  the  Shareholders,  tio 
they  believe  that  they  would  actually  receive 
T2, .>00,000  in  money?  They  do  not  suppose  any 
such  tiling.  They  kmnv  perfectly  Avell  that  there  is 
an  actual  deficiency  of  £l,.500,00t),  to  make  the 
capital  equal  in  A^alue  to  the  shares.  And  yet  the 
sliarcs  have  areal  value,  though  there  is  no  money 
to  represent  them.  It  is  perfectly  clear  that  that 
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J :ink  is  jnst  in  the  same  portion  as  regards  the 
s lares,  as  it’  it  liad  orii^inaliy  £2,500,000  ot  money 
p lid  in,  and  liad /o.v/  £ 1 ,500,000  in  establisliin;^ 
ii ' present  business. 

Thus  the  money  paid  in  as  capital  is  analogous 
t'  the  land,  or  to  the  railway,  or  the  canal ; the  ' 
s .H'k  represents  the  value  of  the  business  general-  | 
e I by  the  skill  of  the  traders, — two  distinct  things. 

The  sliares  bear  to  the  cajiital  paid  in  tlie  same 
r lation  that  the  value  of  land  does  to  the  laud 
i nlf.  The  one  is  the  source  or  instrument  of  j 
l e annuity,  the  otlier  is  the  amniity  itself.  i 

It  is  the  same  relation  a.s  a shi[»  bears  to  the  i 
1 otits  to  be  umde  by  trading  with  it,  which  are  | 
1 auifestly  distinct.  ' 

Now  the  cases  of  a Baidv,  or  Insurance  Com- 
I iny,  to  which  the  same  arguments  obviously 
a iply,  and  a shii»,  atford  us  some  coiisidtu'ation.s 
A lU  ih  notice. 

When  we  >ay  that  tlie  Capital,  or  Source  of  in- 
( line,  is  a dl''tiiiet  and  separate  property  from  tlie 
i leoine  itself,  many  persons,  looking  to  the  cases 
( f a railway  or  land,  might  say,  that  it  is  the 
■\  Lilne  of  the  produce  which  gives  the  value  to  the 
1 lilway,  and  to  tlie  hind,  and  if  the  ineonie  wore 
t I cease,  the  caj^ital  would  be  worth  notliing,  and 
t lat  therefore  they  are  but  ouv  property.  This 
i gument  has  some  degree  of  plausibility,  because 
i dues  apply  hi  appearance  to  those  (larticular 
c Lses,  and  yet  it  is  not  true  generally.  In  the 
I Lse  of  the  railway,  the  original  money  cajiital 
1 is  been  converted  into  something  which  has  no 
« •iierul  excliangeable  value.  A railroad  has  no 
■V  alue  excejit  as  a railroad.  SIimuM  the  railroad 
1 ot  pay  in  one  jdace,  it  is  not  jiossible  to  convert 
i into  some  other  jirojierty,  or  to  transport  it  to 
; iiother  place  Avhere  it  W(mld  pay  better.  The 
1 lilroatl  tlierefoi’e  has  value  in  that  juirticular 
I lace  only,  or  it  has  none  at  all.  But  the  case 
1 iiere  the  original  eajiiial  remains  in  the  form  of 
J loiiey  which  is  univex’sally  exchangeable,  or  is 
t iiivertid  into  something  which  i.s  again  ex- 
i hangeable,  or  convertible,  is  dili’ereiit.  Tims  the 
( ajdtal  of  a Bank,  or  Insurance  Company,  _re- 
i luins  actually  in  tlie  form  of  money,  suiijiosing 
I o ios>es  in  business  to  occur,  or  it  is  excliaiigcd 
1 ir  soiuetliiug,  which  can  be  reconverted  into 
] loney,  as  bills  of  exchange,  the  funds,  tkc.  It 
ilie  business  of  the  bank,  or  insurance  company, 

J hould  lint  succeed,  and  therefore  the  prolits  be 
.(irtli  imthiiig,  the  capital  may  still  be  invested 
11  sometliiug  else,  ami  remains  intact.  Here  it  is 
( iiite  evident  that  the  original  money  jiaid  in  as 
. ajuial,  and  the  jirofits  arising  from  trading,  are 
wn  distinct  jiroperties. 

So  ill  a Shipping  Company.  The  original  ca- 
•ital  in  money  is  converted  into  ships.  If  the 
oinjiuiiy  should  not  succeed  and  make  no  ]irolils, 
till  the  actual  shijis  have  value  ami  may  be  snld, 
,ml  succccil  in  anotlier  trade.  And  here  it  is 
[iiile  dear  that  the  sliijis  are  separate  and  imle- 
teiideut  in’operiy,  distinct  from  the  prolits. 

Hence  ive  obtain  this  general  law,— 

That  the  Caintal,  or  instrument,  or  source  of 
trolit,  is  a distinct  and  separate  projierty,  from 
he  proiits  made  by  it. 

In  some  ca^es  the  value  of  the  capital  may  ro- 
uaiii,  and  tlie  value  of  tlie  proiits  may  remain. 

In  other  cases  tlie  value  of  the  jirorits  may  re- 
naiu,  while  the  value  of  the  capital  vanishes. 


In  other  cases  the  value  of  the  capital  may  re- 
main, while  the  value  of  the  jtrolits  vanishes. 

In  other  cast  9 the  value  of  the  prolits  and  the 
value  of  the  caj'ital  may  vanish  together. 

No  one  accustomed  to  mathematical  reasoning 
will  have  the  slightest  ditiiculty  in  comprehend- 
ing this. 

1*28.  Now,  the  point  we  have  been  aiming  at 
all  this  time,  and  we  tliink  it  is  satLsiacUirily 
shewn,  is  this,  that  sliares  in  public  companies 
are  sejtarate  ami  independent  jn'operfy.  Ami 
they  are  purely  of  an  incoriioreal  nature.  For 
we  need  hardly  say  that  the  actual  pii'ce  ol  jmjier 
oil  which  the  writing  or  certilicale  is,  is  meiTly 
the  eridence  of  ihe  right,  which  might  exist  w*Uh- 
out  any  niateri:d  evidence  at  all. 

Here  then  is  incorporeal  property,  whidi  is  not 
embodied  in  any  matter,  winch  may  be  transferred 
from  person  to  jiersoii  just  as  much  as  material 
property,  and  it  is  really  existing  projterty 
much  as  gold  or  silver,  and  is  a portion  ot  public 
wealth. 

129.  But  not  only  has  a public  company  shares 
which  are  saleable,  and  valuable  property,  ot  an 
incorporeal  nature,  but  every  successful  trader 
and  merchant  has  attached  to  his  business,  jn*o- 
perty  of  a like  incorjiureal  nature,  which  he  may 
sell  and  transfer,  just  as  mueli  as,  and  sejiarately 
from,  all  the  stock  in  his  place  ot  business,  ami 
the  jiremises  themselves  in  which  the  business  is 
carrii'd  on,  and  this  is  called  the  Gooi>\vu.l  ot  the 
business.  It  L the  right  to  receive  the  future 
jn’otits  of  the  business.  When  a man  has  estab- 
lished a business  in  any  place,  and  by  his  rejnita- 
tion  created  a d unand  for  his  products,  or  services, 
tlie  expectation  of  the  contiiimince  of  that  demand, 
and  the  Kicin  to  receive  the  prolits  to  be  nuule 
from  it,  is  independent  and  separate  jirojicrty, 
and  cajtable  of  transfer  ami  sale.  Ami  is  tnlly 
recognized  by  (!ourts  of  Law'  as  part  ot  the  fruits 
of  accumulaied  industry,  just  as  much  as  any 
material  pnulm  t. 

J.  B.  Sav,  w’e  believe,  was  the  first  to  notice  this 
sjieeios  of  projicrty,  Otnrs  dixonotme  jj/ditique, 
Vot.  1.  p.  582.  and  he  gives  a curious  instance. 
‘Tl  y a dans  Paris  jilusieurs  magasins  (pu  j)ar  eette 
jiorlioii  de  leui’’  fonds,  out  snccessivemeiit  enricld 
depuis  jilus  de  ileiix  cents  ans,  les  families  eiilre 
les  mains  de  <pii  ils  soiit  tombes.  Les  uns  out 
])asses  d(‘s  pores  aux  enlans,  coiiime  le  maga^in 
portaiit  Tenseigne  de  I'Y,  rue  de  la  llnclietl.',  <jni 
date  du  comm  aieement  iln  dix-sej»tieme  siecie, 
d'autres  out  etr  acajiiis  litre  oiiereiix  par  ditie- 
rens  projirietaires.  Ces  reputations  dureiit  aiissi 
long  tcmjis  ([lie  les  poprietaires  se  coiiduisent 
d’apres  les  metne  ]u*iiieit>es,  et  meme  uii  pen  jiar 
dcla.  Lorsijn*  ils  eii  cluingeiit,  hi  reputation  se 
jierd  grailnelieinent,  comme  un  cajiital  <jue  Ton 
ilissipe;  et  atoi’s  la  chalaudise  lie  vuut  jilu.s  (jue 
ce  (pie  valent  les  autivs,  et  (juelquefois  moiiis. 

“Dans  les  villes  jiopiileuses  et  con-iderabhs, 
ou  toule  esjieci-  de  vogue  eijnivaut  a une  luruuie, 
e'est  nil  bon  caleul  (jue  d'anpierir  une  chalaudi>e 
jmr  des  soiiis  assidiis ; parec  (ju'alors  (die  re- 
jiaie  avec  usure  ee  (pfelle  a coute.  11  n’y  a [ler- 
soiine  (lui  ne  jonsse  en  eiter  jdnsienrs  (‘xamjnes.’" 

Now  the  value  of  the  goodwill  of  a business  of 
a jirivate  slioji,  wdiich  lumiifestly  d(‘j»euds  so  mueli 
I iijtoii  the  persi'iial  qualities  of  the  tradesman,  is 
far  more  jn'cciirioiis  than  the  exiteclalion  ol  the 
' profits  to  be  in  ule  by  a great  and  iiennaueiit  pub- 
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lie  coinjiany.  And,  therefore,  it  stdls  for  much  1 
less.  But  yet  it  is  a value,  and  a very  important 
one,  and  is  absolute  pnqierty,  of  the  same  nature 
as  the  share  in  a jiublic  comjiany. 

130.  The  same  considerations  ajqdy  to  a lite- 
rary work,  wdiich  lias  established  a reputation. 
AVhen  a (lemand  for  a w'ork  has  been  created, 
there  is  an  expectation  that  it  will  continue,  and 
that  future  profits  will  accrue  from  it.s  jiublication  j 
and  sale.  And  the  Higiit  to  jmblish  and  sell  the  | 
work,  and  receive  its  future  profits,  is  a distinct 
and  separate  projicrty  from  the  actually  existing 
printed  copies  of  the  ivork,  and  may  be  sold 
separately.  It  is  jiureh'  incorporeal,  and  yet  it 
is  recognised  as  actually  existing  iiroperty.  it  is 
called  Copyright. 

131.  And  this  copyright,  or  right  of  receiv- 
ing future  profits,  may  be  of  immense  value, 
even  although  the  actually  printed  cojties  should 
very  soon  lose  the  greater  jiart  of  their  va- 
lue. Thus  a well  established  newspaper  is  an 
extremely  valuable  property,  even  though  the 
value  of  any  particular  cojiy  diminishes  ex- 
tremely rajiidly,  and  sinks  almost  to  nothing  very 
soon  after  it  is  published.  The  value  of  the 
TimeH  uewsjiapor  is  eiiormuiis,  even  though  the 
back  numbers  would  sell  for  very  little.  And 
tins  value  of  course  springs  exactly  from  the 
same  source  as  the  value  of  the  land,  or  a railway 
— the  demand  of  the  jmblic.  And  this  news- 
jiajicr  jn\»j)erty  is  manifestly  incorporeal,  and  is 
just  as  real  a source  of  revenue,  and  w ealth,  as 
any  material  capital  whatever. 

132.  But  not  only  may  a dealer  in  material 
products,  create  a business  by  his  industry  and 
labor,  which  may  be  sold,  but  dealers  in  im- 
material products,  such  as  medical  men,  sidicitors, 
&c.,  may  do  the  same,  and  it  is  capable  of  being 
sold,  and  is  of  a purely  iiicorjioreal  nature.  And 
this  is  usually  called  the  Practice,  in  French 
clindelh.  Which  is  the  Right  of  receiving  the 
future  jn-ofits  to  be  made  by  it.  And  this  is 
evidentl}’-  of  the  same  nature  as  the  other  sjtocies 
of  property  we  have  just  been  describing. 

These  seem  to  ns  to  be  a jiretty  full  eunmera-  , 
tiou  of  the  diftereut  species  of  business.  But  in 
order  to  cover  and  provide  for  all  omissions,  w*e  ! 
state  this  general  proposition.  That  the  Right 
ti)  rcceioe  the  future  profits  of  any  business  trhat^ 
eaer^  thoiu^h  ealled  by  a variety  of  different  names^ 
is  an  incorporeal  Economic  Entity^  or  Economic 
Element^  which  has  as  real  an  existence  as  any 
material  product. 

133.  Now,  before  we  enter  into  more  dis- 
puted territory,  let  us  make  a few  remarks.  AVe 
liave,  we  hope,  satisfactorily  shewui  that  shares 
in  commercial  enterprises  of  all  sorts,  cojiyrights, 
the  “goodwills”  of  businesses,  tlie  “practices” 
of  professional  men,  are  substantive  Economic 
Elements.  And  they  are  all  of  a purely  incor- 
poreal nature.  AVhat  the  value  of  all  the  shares 
in  commercial  enteiiirises  may  be,  including 
Raihvays,  Canals,  Banks,  Insurance  Companies, 
&c.,  &c. ; what  the  value  of  the  goodwill  of  each 
place  of  business  may  be,  wiiat  tlie  value  of  all 
literary  projierty,  what  tlie  value  of  all  profes- 
sional incomes  may  be,  is  not  easy  lo  estimate. 
But  it  is  quite  clear  that  it  is  to  be  reckoned  not 
only  by  hundreds,  but  by  thousamls  of  millions, 
ill  this  country.  And  it  has  as  real  an  existence, 
it  is  as  true  a source  of  revenue,  it  is  taxable 


property,  in  all  respects  as  much  as  material 
l>roj>erty,  and  yet  it  is  wholly  neglected  by  Eco- 
nomists in  framing  a definition  of  Wealth  ! 

134.  Even  those  Economists,  who  have  ad- 
mitted the  existence  of  incorjioreal  elements  in 
Political  Economy,  have,  with  few  exceptions, 
confined  their  remarks  to  (jualities  of  tlie  jterson, 
or  mind,  which  produce  a revenue,  but  which  are 
fixed  and  inherent  in  the  person,  and  of  w hich 
he  cannot  divest  himself.  I'hese  we  have  seen 
above  (.sec.  52,)  arc  tlie  only  iimnalcrial  jmpducts 
which  M.  Bandrillart  contemjilatcs,  when  lie 

j denies  tlie  adlni^^iou  of  immaterial  pnalucts  into 
Political  Ecvmoniy,  and  remarks  as  one  reason  for 
doing  so  that  they  cannot  be  exchanged,  “ Les 
]n*odnits,  qu'on  ai>i»e!le  immat^riels,  soieiit  en 
cux-iueuies  ponrvusde  la  facultc  d'otre  echange-*. 

• * Ell  elles  meines,  elles  sout  inveiid- 

ables,  inaliemibles,  inlransmissibles.”  ^bn'e- 
over,  it  is  commonly  said,  that  tlicse  incorporeal 
elements  perish  in  the  using.  But  liere  we  liave 
show'll  the  existence  of  a stnjieiidoiis  mass  of  in- 
corporeal property  of  a wholly  ditlereut  nature 
from  that  contemplated  by  ^Jaltluis,  or  M.  Bau- 
drillart.  The  incorporeal  i»n»jierty  w’e  have  been 
considering,  is  as  permanent,  ami  enduring,  as 
cajtable  of  perjtetual  existenee  as  the  land  itself, 
or  any  material  product.  What  is  there  to  j>re- 
veiit  t\ui  Bank  of  England,  or  the  London  and 
Westminster  Bank,  enduring  as  long  as  the  land 
of  England  itself?  AVhy  should  not  shares  in 
them,  a purely  iucorjioreal  property,  exist  as  well 
I 1,000  years  hence,  as  w ell  as  to-day  ? There 
j is  no  principle  of  (lecay  in  them.  Still  more,  is 
there  not  every  probability  of  the  shaivs  in  the 
I London  and  North  AVestern  Railway  enduring 
' long  as  this  countrv  itself?  No  doubt  tliere  is  the 
contingency  even  of  the  Bank  of  E!nglaiul  failing, 
or  being  destroyed,  but  that  is  only  an  accident, 
and  not  necessary.  Moreover,  this  incorjioreal 
jiroperty  is  capable  of  being  transferred  from 
hand  to  hand,  or  from  person  to  persun,  just  as 
easily  as  any  material  product.  A man  can  de- 
nude himself  of  the  property  iu  the.se  shares,  or 
in  a copyright,  just  as  easily  as  of  the  property 
in  a watch.  And  Economists  in  treating  of  j»ro- 
perty,  and  iu  framing  a definition  of  wealth, 
have  wlntlly  omitted  all  notice  of  this  enormous 
mass  of  property.  One  of  the  objections  against 
admitting  incorporeal  elements  into  Political  Eco- 
nomy is  that  they  cannot  be  valued.  AVe  rejily 
that'they  not  only  can,  but  are,  valued  with  as 
I great  a precision  as  material  products. 

135.  These  considerations  also  confirm  tlie 
necessity  of  exjielling  the  limitation  of  “the  result 
of  pJist  Iniman  labor”  from  the  definition  of  cajii- 
tal,  as  we  have  already  shewn.  AVhen  a man 

I invests  money  in  the  shares  of  the  Bank  of  Eiig- 
! land,  those  shares  becmie  his  capital.  Tlie 
i mcniey  he  bought  them  with  may  have  been  the 
result  of  past  labor,  but  are  the  shares  he  pur- 
cliases,  the  result  of  past  labor  ? Certainly  imt, 
they  are  the  exjiectation  of  profits  to  be  derived 
from  future  labor,  or  industry.  Yet  as  anything 
w'hich  produces  a revenue  is  capital,  they  bec(jme 
cajiital  to  him. 

I 131).  AA'e  noAV  come  to  the  third  division  of 
the  subject,  iu  which  tlie  capital,  or  source,  or 
, instrument  of  jiroductiou  is  immaterial,  or  intel- 
lectual, but  the  product  is  embodied  in  some 
matter  iu  which  the  ideas  are  the  predominating 
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L'lomcnt,  anti  tlie  inatorials  in  wliicli  they  are 
enilMMlit*!!,  subordinato  or  in>i;:uitit‘ant.  In  wliidi, 
ill  fai  t,  the  canse  of  value  is  the  ideas  represented 
in  the  matter. 

TIjese  coiii[>rehend  tlie  cases  of  ;rreat  painters, 
sculptors,  and  authors. 

Jt  is  evident  tliat  the  source  of  production,  or 
cajiital,  is  in  tlieir  minds.  Hut  they  have  no 
means  uf  etnumunicatin'r  their  ideas  to  the  wurlil 
at  lar»j;e,  except  through  the  medium  of  paintings, 
sculpture,  and  books. 

In  books,  which  can  be  innltiplied  adlihifum^ 
the  value  of  the  product  is  reduced,  and  prolits 
are  made  Ity  extracting  a small  one  on  the  sale  of 
each  Copy  of  the  work.  In  seniptnre,  the  mate- 
rial is  ilM'lf  expensive,  but  it  boars  a vi*ry  small 
proportion  to  the  value  of  the  tiuished  work  of  a 
great  sculptor.  In  paintings,  the  value  of  the  ac- 
tual materials  is  iiUinitoimal.  A great  artist 
may  ]iroduee  a picture  worth  £1,000,  out  of  mate- 
rials whose  value  is  uol  above  a few  -ihillings. 
Yet  it  is  indispensable  to  all  thesi‘,  that  the  crea- 
tions of  their  mind  should  be  emi)odied  in  some 
matter,  in  order  to  make  them  appreciable  to  the 
world  at  large.  Hence  we  think  their  ]U’odnc- 
tions  may  Justly  be  styled  material.  A'ow  it  is 
exactly  tlie  same  cause  that  gives  value  to  their 
iniiuls  as  gives  value  to  the  land,  namely,  tlie  de- 
mand of  the  public  for  their  products.  And  the. 
minds  of  tluse  artists  i>roduce  the  same  revenue 
to  tln  ni  as  if  they  had  so  much  land.  How  then 
is  it  possible  to  say  that  the  value  of  their  abili- 
ties cannot  be  mkasi  rkd?  If  an  .arti>t,  or  an 
author,  can  make  £1,000  a-year,  tlie  value  of  his 
cajiital,  his  mind,  is  to  him  just  the  same  as  the 
value  of  any  other  source  of  revenue.  The  only 
thing  is,  that  it  is  more  luvearious.  It  is  liable 
to  fail.  Hut  that  does  not  afteet  the  (piestion  so 
long  as  it  exists.  It  is  clear  also,  that  it  is  equally 
national  capital,  with  any  otlier  capital,  or  source 
of  revenue,  because  it  jiroduccs  something  which 
people  will  pay  for.  And  the  products  of  this 
immaterial  capital  can  be  accumulated,  and  pre- 
served, and  traiisfem‘d ; nay,  they  n.-'iially  in- 
crease enormously  in  value  by  time.  The  value 
of  pictures  by  the  old  masters  has  been  constantly 
rising.  And  the  verv  same  thing  is  true  of  most 
uf  the  works  of  the  deceased  English  masters. 
Pictures  which  tliey  jiarted  with  for  mere  triiles, 
comparatively  sjieakiiig,  now  fetch  immense 
prices.  It  is  well  understood  now  tliat  a well- 
M'lected  gallery  of  ]»ictures  is  an  exc(*llent  in-  . 
vestment  for  money.  And  this  arises  from  the 
constantly  increasing  taste  of  the  English  people 
for  wvirks  of  Art.  AVe  see,  therefore,  tliat  Maltlms 
was  in  eiTor  when  he  said  that  mental  capital 
ould  not  be  valued.  We  have  oidy  to  take  the 
incomes  of  all  the  artists,  sculptors,  authors,  &c., 
to  discover  the  value  of  sucii  cajiital. 

l:*s.  We  now  come  to  jlie  fourth  class,  in 
which  the  capital,  or  source,  of  the  revenue  is 
immaterial,  or  intellectual,  and  the  product  is  also 
mmaterial. 

Tills  comprehends  the  professions  of  the  law, 
ind  medicine,  and  the  Church,  cumpo.scrs,  actors, 
aid  jierfonuers  of  all  sorts,  and  education. 

A lawyer,  or  a doctor,  may  write  his  o])iuions, 
a*  prescrijitioiis,  but  it  is  clear  that  their  pro- 
lucts  are  essentially  immaterial.  All  of  these 
lersons  undergo  a long  course  of  educatiuu,  in 
uany  cases  very  expensive.  All  bestow  au  im- 


I menso  deal  of  lab*>r  in  ]ierfecting  themselves  for 
their  various  duties.  And  that  labor  and  exjienso 
lirodiice.  them  a revenue,  Just  as  much  as  any 
material  soiir<  o.  It  is,  therefore,  caiiitul.  And 
it  ran  (piite  eiuiily  be  valued,  just  like  any  other 
species  of  capital,  namely,  by  the  income  it  ]iro- 
duces.  The  mind  of  a great  lawyer  produces 
him  a revemn  of  £10,000  a year,  it  is  manifestly 
cajiital  to  him.  It  is  manifestly,  also,  cajutal  to 
the  nation,  because  they  require  and  iiay  for  such 
product.s.  Enumerate  the  incomes  of  all  the  law- 
yers, all  the  doctors,  all  the  elergy,  all  the  emu- 
posers,  all  tin-  performers  of  all  sorts,  and  there  is 
the  value  of  all  these  incorporeal  estates,  as  easily 
jiseertaiiied  as  the  value  of  all  tlie  land.  Xot 
only  can  the  \aliie  of  this  cajiital  be  ascertained, 
but  it  is  taxed  Just  the  same  as  any  other  cajiital. 

IdO.  Hut  we  have  a further  objection  to  tlie 
criterion  proposed  by  Malthus  and  ^i.Haiidrillart. 
We  iiave,  we  think,  slicwu  that  they  are  mistaken 
wlien  tliey  sa}  that  immaterial  capital  cannot  lie 
valued  iu  a latalogue,  or  inventory,  of  the  pro- 
jierty  of  the  nation.  Xow,  we  object  to  this 
mode  of  valuing  the  wealth  of  the  nation.  The 
mode  uf  estimating  the  wealth  of  a country  by 
the  amount  of  commodities  existing  iu  it  at  any 
particular  time  would  lead  to  very  erroneous 
conelusioiis.  A couiitry  may  in  reality  be  a great 
deal  riciier  wlieii  there  arc  much  less  of  actually 
exi^ting  commodities  in  it,  than  when  there  are 
mure.  The  explanation  of  this  apparent  para- 
dux  is  extremely  simple.  In  former  times  it  took 
lifieen  days  t<*  convey  goods  from  .Alanchester  to 
London.  Consequently  it  was  absolutedy  neces- 
sary to  have  tifteeii  days’  supply  of  any  given 
demand  constantly  iu  existence,  and  oil  the  way. 
Canals  were  then  iiitnaluced,  which  reduced  the 
time  of  transport  to  five  days.  It  beeanie  then 
inanil’estly  nei  essary  to  have  only  five  days’  coii- 
suniptiou  in  existence,  ami  on  the  road.  The 
railroad  redmed  the  time  to  one  day.  Conse- 
(piently  it  is  only  necessary  to  have  one  day’.s 
consumption  uii  tlie  road.  Xowq  it  would  be  a 
very  grievous  error  to  suppose  that  the  nation  is 
less  wealthy  because  there  is  a less  amount  of 
commodities  iu  actual  existence,  at  any  given 
time,  than  formerly.  On  the  contrary,  the  nation 
increases  faster  iu  wealth  on  that  very  account. 
Hecause  it  is  a great  waste  of  capital  to  call  so 
mucli  into  exi-iteiice,  and  to  wait  so  long  before 
the  returns  cume  in.  Now,  although  tliere  need 
not  be  so  many  commodities  actually  iu  exist- 
ence, they  can  be  called  into  exi>teuce  in  a mucli 
shorter  space  uf  time  than  formerly.  Any  given 
demand  can  be  supplied  much  quicker  than  for- 
merly. And  that  is  the  true  test  of  the  Avealth  of 
a Country.  It  is  to  be  judged  of,  not  by  the 
quantity  of  goods  it  may  have  iu  stock  at  any 
given  instant,  Imt  by  the  speed  with  which  it  can 
siqiply  any  given  demand.  (Cummuxication  ; 
Hroiutctiox.  j 

140.  In  tlic  preceding  paragraphs  Ave  ha\'e 
eiukumiured  to  establish  a fact  that  has  escaped 
the  notice  of  almost  all  Economists,  viz.,  that  a 
Kitiiix  is  au  Economic  Element,  fl.  H.  Say  Avas, 
Ave  believe,  tlie  first  to  recognize  tlie  existence  of 
IhoiiTs,  as  Keonoiuic  Elements,  He  Avas  the  first 
to  aekuoAvledgc  that  the  “custom”  or  “good- 
Avili”  of  a shop  is  capital.  Hut  he  has  not  deve- 
loped the  subject  at  sufiieient  length,  or  ade- 
quately seen  its  importance,  nor  the  enormous 
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mass  of  property  AA-liich  falls  under  that  princiide. 
LaAvyers  liave  bei*n  immensely  in  advance  of 
Economists  on  this  jioint.  Dr.  AVhately  is,  Ave 
believe,  the  first  Economist  Avho  has  seen  the 
matter  in  its  true  light.  He  says,  Lecturer  on 
Politivul  Kconom}!^  p.  C,  “ I think  it  more  con- 
venient, on  the  Avixole,  to  describe  Political  I*a*o- 
nomy  as  concerned,  niiiversallj  and  conclusively, 
about  exchanges. 

“It  Avas  once  proposed,  indeed,  to  designate  it 
the  ‘Philosophy  of  Commerce;’  but  this,  though 
etymologically  cpiite  uuexeei>tionable,  being  in- 
deed coincident  Avith  the  deserii>tion  just  giA'en, 
is  open  to  the  objection,  that  the  A\*ord  Commeree 
has  been  in  jnqmlar  use  arbitrarily  limited  to  one 
class  of  exchanges. 

“The  only  difficulty  T can  foresee,  as  attendant 
on  the  language  1 have  iioav'  been  using,  is  luie 
Avhieh  vanishes  so  readily  on  a moment’s  reflec- 
tion, as  to  be  hardly  Avorth  mentioning.  In  many 
ca-^es,  Avhere  an  exchange  really  takes  place,  the 
fact  is  liable  (till  the  attention  is  called  to  it)  to 
be  overlooked,  In  consequence  of  onr  not  seeing 
any  actual  transfer  from  hand  to  hand  of  a mate- 
rial object.  For  instance,  Avhen  the  cojiyright  of 
a book  is  sold  to  a bookseller,  the  article  trans- 
ferred is  not  the  mere  ]>aperco\'ered  with  Avriting, 
but  the  exclusiA'c  Privii.egk  of  printing  and 
publishing.  It  is  i»lain,  hoA\-eA'er,  on  a moment’s 
thought,  that  the  transaction  is  as  real  au  ex- 
change, as  that  Avhich  takes  jilace  betAveen  the 
bookseller  and  bis  customers,  avIio  bu}’^  copies  of 
the  AA'ork.  The  payment  of  rent  for  land  is  a 
transaction  of  a similar  kind;  for  thougli  the  land 
itself  is  a material  object,  it  is  not  this  that  is 
jiarted  Avith  to  the  tenant,  but  the  Right  to  till 
it,  or  to  make  use  of  it  in  some  other  sjiccifled 
manner.  Sometimes,  for  instance,  rent  is  paid 
for  a right  of  AAay  through  another’s  field;  or  for 
liberty  to  erect  a booth  during  a fair;  or  to  race 
or  exercise  horses,”  &c.  And  in  a note  to  the 
part  of  this  ]>assage  relating  to  the  sale  of  a cojiy- 
right,  Dr.  Whately  says, — “This  instance,  by  the 
Avay,  evinces  the  inqwopriety  of  limiting  the  term 
Woaltli  to  material  olijects.”  In  this  passage  Dr. 
Whately  fully  acknowledges  the  principle  Ave 
have  been  eudeaA'ouring  to  enforce  in  the  preced- 
ing paragraphs.  Xoav  the  fact  is,  not  only  are  Ave 
to  acknoAvledge  the  existence  of  Rights  as  Eco- 
nomical elements,  but  it  is  the  fundamental  coii- 
coptioii  of  the  Avliole  subject,  that — 

PROPERTY  IS  NOT  A TIIIXG  but  a 
RIGHT. 

Wherever  a neAv  exchangeable  Right  is  created, 
there  is  a neAv  Property.  Where  no  Right  is 
a*eated,  there  is  no  l*ro’perty.  Goods  may  pass 
into  the  possession  of  a man,  and  yet  no  right  to 
them,  or  Property  iu  them,  pass  Avith  them.  The 
property  may  remain  Avith  some  one  else. 

And  this  distinction  betAA'een  the  transfer  of 
the  possession  of  a thing,  and  the  transfer  of  the 
projierty  in  it,  has  ne\'cr  received  suflicieut  atten- 
tion from  Economists.  And  yet  it  is  one  of  the 
most  important  points  in  the  Avhole  subject,  and 
is  the  basis  of  the  Theory  of  Credit. 

Thus  for  instance,  1 may  put  my  watch  into  mv 
friend’s  hand,  and  he  may  put  thirty  guineas  into 
mine.  That  operation  may  transfer  the  possession 
of  these  things,  but  it  does  not  transfer  the  pro- 
jierty. There  is  no  transfer  of  the  property  until 


there  is  an  agreement,  a consent  of  our  \\somim1s. 
that  the  iwitperty  in  each  article  shall  pas^  to  tin* 
otlier.  Thus  in  all  cases,  transfer  of  tin*  jiossession 
is  au  operation  of  the  body,  but  a transfer  ofthr 
projierty  is  purely  an  oper  vtiox  or  the  mixu. 

When  I ileposit  my  furniture  &c.  in  a Avarc- 
house  and  roceive  a ticket,  or  A\arrant,  to  certify 
my  right  to  it,  and  entitle  me  to  get  it  back,  there 
is  a transfer  possessifm.,  but  no  transfer  ofyov#- 
jicrty.  The  in’operty  in  the  goods  still  remains 
in  me,  and  the  ticket  and  the  goods  are  One 
property,  or  right.  Tliere  is  no  new  right  created. 

Hut  if  I deposit  my  money  in  a bank  and  ro- 
ceiAO  an  instrument  of  credit,  entitling  me  to 
demand  an  equal  sum  back  at  Avill,  there  is  a 
transfer  of  jmsscssiou  and  of  property  to  the 
banker,  and  the  instrument  of  credit  and  the 
money  are  totally  separated,  and  form  TWO  pro- 
perties. There  is  a new  right  crcateil. 

This  is  the  basis  of  the  Thei:try  of  Credit. 

141.  We  shall  find  that  this  great  concei>tioa 
Avill  throAva  blaze  of  light  oA’or  the  obscurest  and 
most  controverted  points  in  Political  Economy. 
It  has  been  a great  stumbling-block  to  many  per- 
sons to  understand  how  a thing  Avhich  does  not 
yet  exist  can  be  an  P>onomical  Element,  or 
Wealth,  Avhich  must  be  something  present.  The 
true  interpretation  of  the  Avord  Property  clears 
up  the  difiiculty.  The  jiroperty  is  not  the  thing 
itself  hnt  the.  right  to  if.  And  although  the  thing 
itself  may  nut  exist,  the  Right  to  possess  it.  Avheii 
it  does  come  into  existence  is  Present,  and  is  an 
Economical  Element,  or  Wealth.  AVe  have  already 
seen  Avhat  light  this  throws  on  the  tlioory  of  the 
A^alue  of  land,  commercial  shares,  copyrights,  ite. 
AA'e  shall  now  see  Avhat  a flood  of  light  it  Avill 
throw  upon  tAA'o  of  the  most  controverted  and 
least  understood  portions  of  Political  Economy — 
Credit,  and  the  Funds.  We  shall  find  that  this 
conception  Avill  unravel  some  of  the  most  subtle 
perplexitie.s,  and  point  out  the  error  in  some  of 
the  most  Avidospreatl  uiid  dangerous  fallacies  in 
Political  Economy. 

142.  And  noAA'  that  we  are  come  to  the  gi*cat 
subject  of  Credit,  aa'g  need  hanlly  remind  onr 
readers,  that  it  is  one  of  the  most  controverted  in 
Political  Economy.  In  this  jilaco,  hoAVever,  aac 
shall  abstain  from  all  controA'crsy.  AVe  shall  not 
even  describe  all  the  eflects  of  credit.  That  is 
fully  done  under  Credit,  Avhere  A\*e  have  col- 
lected and  examined  the  opinions  of  Economists 
on  the  subject,  and  sIicavh  their  astonishing  self- 
contradictions.  In  this  place  avc  sliall  merelv 
examine  shortly  into  the  nature  of  Credit,  and 
determine  Iioav  it  is  to  be  classed. 

143.  AA'e  IniA’c  seen  aboA  o,  that  Adam  Smith, 
J.  H.  Say,  ^Ir.  Senior,  and  Air.  J.  S.  Mill  have 
all  admitted  that  the  natural  and  acquired  abili- 
ties and  education  of  men  are  to  be  reckoned  as 
part  of  the  fixed  capital  of  the  nation.  Aristoilc 
calls  men  living  instniineiits,  and  J.  H.  Sua', 
allows  them  to  be  accumulated  capital.  And  Ave 
have,  AA'e  think,  shcAvn  that  this  is  not  a meta- 
phorical, but  a literal  truth.  The  industrv, 
tliercfore,  and  expense  that  a man  besloAvs  np^m 
acquiring  a profession,  or  a knowledge  of  trade, 
is  as  bond  Jide  Capital,  as  the  industry  ami 
expense  he  bestoAvs  upon  improving  and  culti- 
vating the  soil. 

Every  man  engaged  in  business  may  therefore 
be  considered  as  an  instrument,  or  source  pro- 
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trill"  profit.  Anil  not  only  lias  prodncoil  profits, 
It  is  (’ONTiNTALLr  proJiiciii"  tlu'in,  like  any 
her  similar  capital,  llis  future  prodiirtivity, 
erefore,  is  an  Economical  Element,  which  may 
‘ dealt  with  in  precisely  the  same  manner  as 
e future  productivity  of  the  land,  or  a com- 
ercial  company.  And  tlie  rij^dit  to  its  future 
•oduce  may  be  sold  just  as  much  as  the  right  to 
e future  produce  of  land. 

But  tlioiigh  a man's  future  productivity  maybe 
•otitable  to  himself,  in  order  to  make  it  mar- 
^table,  or  saleable,  it  is  absolutely  neeessary 
lat  it  should  be  bei.ievkd  in  by  others. — Jt  is 
lerefore  called  his  CREDIT. 

144.  The  money  that  a man  i>ossessos  is  the 
nits  of  his  \y,isi  industry,  just  as  the  actually 
;istlng  ])roducts  of  the  land  are  the  amimnla- 
ou  of  its  past  powers  of  tiroduetiveiiess.  Xow. 
it  only  may  the  property,  or  right,  to  these  be 
)id  and  exehanged,  as  we  have  seen,  but  the 
«VEBS£  operation  may  be  ]H*rfonned,  and  the 
KOPERTY,  or  Right,  to  tlie  future  iirodncts  may 
) sold.  So  a man  may  not  only  sell  the  pro- 
•rty,  or  right,  to  Ids  aetual  money,  but  he  may 
•rform  the  INVERSE  operation,  ami  sell  the  Pro- 
KRTY,  or  Right,  to  the  future  products  of  his 
diistry. 

Thus  a trader  expects  that  there  will  be  a cer- 
iu  demand  for  the  jiroduee  he  deals  in  by  which 
' Mill  make  profits.  Xot  having  the  ready 
oney  to  iiay  for  the  produce  to  the  merchant, 

? offers  him  the  Right  to  receive  payment  at  a 
ture  time.  The  time  is  calculated  on  the  ex- 
•etation  that  he  M'ill  have  sold  the  la'oduce,  and 
at»ed  the  profit.  The  merchant  believiuix  in  his 
laraeter  and  capacity  to  pay,  or  fulfil  las 
igagement,  sells  him  the  actual  lu’udiice,  in  ex- 
lauga*  for  the  Right  to  receive  payment  at 
future  time.  And  this  operation  is  called 
KEDIT. 

14.5.  And  no>v,  avc  must  particularly  observe 
lis,  that  this  transaction  is  not  a h}an  but  a per- 
ct  and  iHunplete  Sale,  just  as  much  as  if  the 
iciiange  had  been  for  money  itself.  TIu-  entire 
•operty  in  the  goods  passes  from  the  merchant  to 
10  trailer,  in  as  comidete  a manner  as  if  he  had 
•ceived  money  for  them,  and  the  Right  to  de- 
aiul  future  payment  is  itself  an  imleiiendont 
conomic  Entity,  mIucIi  is  considered  as  the  eipii- 
aleiit  of  the  goods,  at  the  time  tliey  are  sold. 
,ow,  though  tlie  Right  to  demand  future  }»ay- 
lOUt  is  itself  an  incorporeal  entity,  it  is  so  likely 
) be  disputed,  or  lost,  that  it  is  usual  to  embody 
le  evidence  of  it  on  paper.  And  that  paper  is 
died  an  instrument  of  credit.  These  instru- 
teiils  are  of  two  different  forms,  orders  to  pay, 
died  Bills  of  Exchange,  and  promises  to  pay, 
died  Bromissorv  Notes.  Ihit  as  those  differ- 
icesof  form  are  of  no  conseiiuence  whatever  in 
msidering  the  general  nature  of  the  subject, 
e may  call  them  engagements  t'o  pay,  or  instru- 
lents  of  credit. 

146.  AVe  must  also  observe  that  the  paiter 
islrument  is  only  evidence  of  tlie  right,  and  not 
le  right  itself.  The  right  itself  M ould  be  equally 
iilid,  and  equally  real,  if  it  existed  in  the  purely 
icori»oreal  form  of  a mere  debt.  If  a man  om  os 
le  money,  my  right  is  Just  the  same,  M bether 
lat  right  is  recorded  on  paper  or  not.  A man 
i equally  the  shareholder  in  a public  company 
hether  he  has  lost  the  certilicate  of  his  share  or 


not.  In  all  ca^es  the  Property  resides  iu  the 
person^  and  is  transferred  by  the  M'ill,  or  mutual 
consent,  of  the  parties. 

147.  Xow,  tiumgh  avo  shall  abstain  from  all 
controversy  her  *,  M*e  think  it  especially  necessary 
to  call  the  n'ad  'Ps  attention  to  this,  because  it 
has  been  the  real  source  of  all  the  confusion  on 
the  subject.  As  soon  as  the  trader  Ills  parted 
M-ilh  the  Right  to  demand  a future  payment  to 
another  person,  that  Right  itself  is  an  Economic 
Element,  and  is  Avhat  is  called  CuEoir.  It  is  wd 
the  transfer  of  the  goods  Avhich  is  credit,  but  the 
disposal  of  the  right  to  demand  a future  payment. 

It  is  also  to  be  specially  observed  tliat,  because 
a trader  sells  the  rigid  to  demand  a future  pay- 
ment from  him,  it  is  no  diininutioii  of  his  iire.sent 
possessions.  The  future  payment  is  to  come  out 
of  the  future  produce.  Ju>t  as  Avlien  a fanner 
takes  a farm  and  promises  to  pay  a rent  aiinuaily, 
those  engagements  to  pay  are  no  dimiuntum  of 
his  i>resent  possessions.  Those  engagements  are 
manifestly  intended  to  be  paid  out  of  fut  ure  pro- 
duce. 

148.  AA'e  thus  obtain  this  conception — That 
just  as  the  future  productivity  of  tlie  land  is 
a saleable  Economic  Entity,  over  and  above  the 
past  products  of  the  land,  so  the  future  iiroducti- 
vity  of  a trader  is  a distinct  and  marketable 
Economic  Entily,  over  and  above  the  reali/.ed 
fruits  of  his  past  industry. 

Xow  all  the  qualities  Avhich  are  necessary  to 
make  this  future  productivity  marketable,  skill, 
industry,  and  integrity,  may  be  summed  up  in 
one  M'urd— dial  acter. 

149.  These  considerations  immediately  shcM' 
the  fundamental  distinction  betM'een  instruments 
of  credit  of  ail  sorts,  ami  Bills  of  Lading  and  Dock 
AVTtrrants.  (Bvnk  Note;  Bill  of  Exchange  ; 
Bill  of  Ladixc;;  Dock  Warrant;  Promissory 
Note.)  This  may  truly  be  called  the  J*o/ts  Asi~ 

of  Political  Economy.  It  is  one  of  the  most 
subtle  and  important  points  in  tlie  uhole  subject. 
It  is  upon  a lonfusiou  of  the  distinct  nature  of 
these  species  of  documents  that  Law’s  theory  of 
money  is  fouiidod. 

IdO.  We  have  seen  in  the  case  of  traders,  that 
they  buy  goods  ill  exchange  for  the  right  of  de- 
niamliiig  a future  payment.  The  quantity  of 
credit  brought  into  commerce  by  these  means  is 
enormou.s  in  tins  eountry.  But  that  is  only  one 
division  of  tlie  Mibject. 

There  is  a class  of  persons  called  Bankers, 
Avhose  sole  business  consists  in  creating  these 
“ eiigagemeiits  to  pay  " by  imrcluising  money,  and 
also  the  engagements  to  pay  ” of  traders. 

AA'lieii  a mail  deposits  money  with  a banker, 
the  property  in  tlie  money  immediately  passes 
from  the  depos  tor  to  the  banker,  and  the  banker 
gives  ill  excimuge  for  it  a ‘^promise  to  pay” 
money  on  deimiiul,  or  a right  to  demand  money. 
And  tlie  property  in  this  right  to  demand  money, 
or  credit,  passes  from  the  banker  to  the  customer. 
The  banker,  h iving  the  entire  property  iu  the 
money,  may  use  it  as  he  pleases,  and  the  customer 
having  the  entire  property  in  the  right  to  demand 
payment  may  use  it  as  he  jileases.  Eaeli  there- 
fore may  jmt  his  property  into  circulation,  and 
they  form  two  distinct  and  separate  Economical 
Elements. 

151.  Moreover,  Avhen  a merchant  has  sold 
I goods  to  a trader  in  exchange  for  a right  to  de- 
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mand  a fiiture  payment,  the  latter  right  is  not  i 
very  convenient,  because  it  is  not  so  saleable  as  ^ 
a right  to  demand  immediate  payment  of  money.  I 
The  merchant  therefore  having  a stock  of  these  i 
rights,  or  instruments  of  credit,  goes  to  his  banker  j 
Avho  buys  them,  and  gives  in  exchange  for  them 
a right  to  demand  iimneiliate  payment ; that  is,  by  j 
creating  ncM^  credit.  And  these  rights  circulate  | 
just  like  any  other  Economic  Elements,  and  are 
independent  quantities.  Ilerc,  therefore,  M*e  have 
goods  sold  for  rights,  and  these  rights  sold  fur 
other  rights,  and  each  of  these  is  iudependent  and 
separate  property. 

152.  Commercial  credit  is  usually  embodied 

in  the  form  of  liills  of  Exchange,  and  more  rarely 
in  Promissiiry  X^otes.  t 

A banker  is  a person  who  buys  money  and  I 
credit,  usually  rights  to  demainl  a future  payment  I 
at  a ffxed  time,  Mith  credit,  usually  a rigdit  to  ' 
demand  immediate  payment. 

A banker  bny.s  this  money  and  credit,  by 
cn*ating  a credit  in  IiL  books  in  favor  of  his 
customer. 

That  credit  created  in  the  banker’s  books  is 
called  a Deposit. 

Alany  persons  might  imagine  that  the  money 
deposited  iu  a bank  is  the  deposit.  But  this  is  a 
very  great  error.  The  deposit  is  the  credit 
created  in  the  banker's  books ; it  is  also  called  a 
Bank  Credit,  and  is  what  was  called  Bank  Money, 
or  Moneta  di  Bauco^  in  tlie  great  foreign  banks, 
such  as  those  of  ATnicc,  Amsterdam,  &c.  (Bank 
Money;  Bullion  Report,  §23;  Banking  in 
America,  § 451  ; Deposit.) 

153.  Traders’  and  bankers'  engagements  to  pay 
are  therefore  separate  and  independent  property. 
AVitli  the  clear  and  distinct  comprclieusion  of  this, 
the  M'hole  subject  of  credit  becomes  intelligible 
and  simple.  Jt  is  the  M'lint  of  understanding  this 
that  has  plunged  it  into  such  obscurity  and  con- 
troversy. 

154.  XoM’, having  shoM'ii  the  separate  existence 

of  credit  as  jiroperty,  m'o  are  entitled  at  once  to 
draw  the  conclusion  tliat  it  is  capital.  Mr.  Mill 
says,  that  Avhieh  may  be  exchanged  may 

be  cajiital  as  imn-h  as  money.  Iiistrmneiits  of  j 
credit,  or  simply  credit,  is  exchangeable,  and  I 
therefore  it  may  be  capital  as  much  as  money. 

XoAv,  Avhat  the  measurable  amount  of  the  future 
productivity  of  traders  may  be,  it  is  impossible  to 
say.  As  Economists, .M  e are  only  concerned  Mith 
that  portion  of  it  M'hich  is  actually  brought  into 
commerce;  ami  that  portion,  including  all  sorts  of  1 
it,  cannot  be  less  than  £600,000,000,'  at  the  very 
loM'est  Computation. 

155.  The  difficulty  of  even  approximating  to  I 
its  amount  consists  in  this,  tliat  an  enormous  ] 
amount  ol  credit  is  never  embodied  in  the  form 
of  Bills  ot  Exchange  at  all,  but  is  locked  up  iu 
the  books  of  traders.  These  rights,  as  m'o  have 
shewn  above,  are  just  as  real  entities  as  M*hen 
embodied  in  circulating  paper,  but  how  is  it  pos- 
sible to  form  even  a conjecture  of  tlieir  amount  ? 

Ot  banks  that  luiblish  their  accounts  avc  can  of  | 

course  ascertain  their  “depoMts”  or  the  amount  ' 

of  credit  created  by  them.  But  M'ho  can  guess  at 
the  amount  of  the  deposits  of  all  the  private  I 
bankers  in  England,  some  of  the  givatest  of  M hieh  I 
are  under>tood  to  be  fully  as  large  as  those  of  the  ! 
Joint-Stock  Banks ‘r* 

Nevertlieles.s,  Mliatever  the  amoii  .t  of  these 
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! credits  may  bo,  they  are  all  “property,”  sc]ia- 
rate  and  distinct  from  all  other  property,  and 
they  perform  the  functions  of  inomw,  only  in 
iniicli  smaller  sjiliere.  They  are,  as  ue  have 
sheM'n  (Credit;  Currency),  particular  credit — 
money  is  general  credit. 

156.  Ami  this  affords  ample  proof,  if,  indeed, 
any  were  necessaiw  to  any  one  familiar  Mith 
physical  science,  that  materiality  must  be  entirely 
expelled  from  the  general  conception  of  itti  Eco- 
nomic Element. 

157.  AVhen  a man  has  done  a service  to  another, 
and  M'ants  no  immediate  service  in  return,  he  re- 
ceiv'cs,  perhaps,  a jiiece  of  money  in  return.  And 
Avhat  is  this  piece  of  money?  It  is  merely  the 
right  of  demanding  some  service  from  any  one  he 
pleases.  It  is  only  a general  right,  or  general 
credit.  But  if,  instead  of  receiving  11101103%  he 
allows  the  debt  to  remain  against  the  other.  In* 
has  equally  the  right  of  demanding  a future  ser- 
vice in  exchange.  The  oulv  difference  is,  he  can 
only  demand  it  from  his  individual  debtor.  It  is 
therefore  onl}'  particular  credit.  And  this  ma\' 
be  embodied  on  pajier,  or  may  exist  ouI\’  as  a 
debt,  or  invisible  right.  AVe  thus  see  that  monOA' 
and  instruments  of  credit  of  all  sorts  represent 
the  same  fundamental  idea — debt, — and  are  liomo- 
geneous.  A debt  has  long  been  recognized  bA*  law 
as  personal  jiroperty. 

158.  Such  is  tlie  nature  of  Credit — or  Debts. 
For  a full  exposition  of  its  effects,  ami  an  exami- 
nation of  the  opinions  held  respecting  it  1»a'  the 
most  Giniiient  Eeonomist.s  since  it  became  a coii- 
tiwerted  question,  Ave  must  refer  to  Crei>it. 
The  Old}'  diftii  iilt3’  in  the  case  is  to  understand 
that  a Right  to  demand  a future  jiaA'iuent  is  an 
independent  Economic  Entity,  entirely  distim-r 
from  anv  specific  inoiicA'  or  goods,  and  is  cajiable 
of  circulating  iu  commerce,  and  produces  all  the 
effects  of  iiKiiKw  : and  it  therefure  inaA'  be  capital. 
As  it  depends  upon  the  belief  in  a person's  char- 
acter, it  is  moral  cajutal. 

Credit  therefore  is  to  the  person  of  the  trader, 
M'hat  the  future  jirodtietivity  is  to  tlie  land,  Avhat 
coj)}'!'!"!^  is  to  a Avork,  M hat  goodwill  is  to  a 
business,  and  is  incorporeal  capital,  just  as  thvy 
are.  The}'  all  are  founded  on  the  same  principle, 
belief  ill  the  capadtA-'  of  the  respective  sources  to 
ju’oduce  future  profits.  It  is  b}*  credit  that  the 
immenseh'  gi'eater  portion  of  modem  commerce, 
in  all  civilized  countries,  is  carried  on. 

159.  Ever}'  AATitei*  Avho  has  seized  the  true  idea 
of  the  subject,  has  maintained  the  doctrine  tliat 
Credit,  iu  both  its  forms  of  banking  credit  and 
mercantile  credit,  i.s  productive  capital,  though 
some  of  those  quoted  bcloAv  have  contradicted 
themselves  in  the  most  astouishing  manner,  as  Ave 
have  sliOAvn  in  Credit, 

Thus  Air.  Hamilton,  the  S’ceretary  to  the  Trea- 
sury of  the  United  States,  in  tiie  Rejiort  to  Con- 
gress, ujioii  Avhicli  the  first  Bank  of  the  United 
States  Avas  founded,  says  (Banking  in  Amerk  a, 
§ 421). — “ The  following  are  among  the  principal 
advantages  of  a bank: — Fii>t,  The  augtncutation 
of  the  actloe  ox  productive  capital  of  a country.  * * * 
This  additional  eiujiloynient  given  to  momy,  and 
the  faculty  of  a bank  to  lend  and  ciivnlale  a 
greater  sum  than  tlie  amount  in  coin,  are  to  aR 
the  purjiosesof  trade  and  industry  an  absohde  in- 
crease itf  capital.^'' 

And  Air.  Webster,  in  his  speech  on  th-*  rencAval 

AV 


CArmvL. 


3:>i 

of  the  Chartov  of  the  Bank  of  the  Uiiltt  d State-; 
(him,  ^ 44s),  said, — “Credit  is  the  vital  air  of  , 
modern  conmierec.  It  ha-<  (hme  more,  a thoiisaml  | 
times,  to  eiirieh  nations  tlian  all  tlic  mines  (»f  all 
tlieworhl.  ^ * Credit  is  to  money  what  mone}' is  I 

to  avtielesof  merehamiize.”  In  this  sentence  Mr.  . 
Webster  has  exactly  seized  the  true  ideaof  Cretlit. 
Money  is  exclniiifroable  for  commodities,  but  yet 
is  distinct  and  imlepcndent  property;  so  an  in-  ; 
strnmetit  of  credit  is  exchangeable  for  money,  but  ' 
yet  is  distinct  and  independent  property,  over 
and  above  money  and  commodities. 

So  also  Mr.  ^IcCulloch,  Commercial  Dictioitarti^ 
Ai't.  Bauh^  p.  68 , says, — “ Those  who  issue  such 
notes  c<nn,  as  it  were,  their  credit.  They  derive 
tile  same  revenue  from  the  loan  of  their  written 
promises  to  pay  certain  sums,  that  they  Avould 
derive  from  the  loan  of  the  sums  tliemselves,  and 
while  they  thus  increase  their  oavii  incomes,  they, 
at  the  same  time,  contribute  to  increase  tlie  wealth 
of  the  society.” 

Mr.  Senior  has,  strange  to  say,  entirely  omitted 
tlie  subject  of  Credit  iu  his  treatise;  but  as  he 
says  that  all  Economists  are  a^Teed  tliat  whatever 
^dves  a profit  is  Capital,  that  admits,  by  implica- 
tion, that  Credit  is  Ca]tital. 

Mr.  John  Stuart  Mill  says,  that  axttiiixg 
wliich  may  be  exchanged  like  money,  may  be 
Capital.  Now,  as  all  instruments  of  credit  may 
be  exchanged  like  money,  that  at  once  admits  that 
Credit  is  Capital.  But  lie  is  a great  deal  more 
exi»licit  than  this  in  Book  III,  ch.  xxii., /w/fMcHce 
itf  the  Currency  on  Exchanges  and  on  Foreif'u 
Trade,  lie  says  there,  “ The  same  effects  which 
Avould  thus  arise  from  the  discoAxry  of  a treasure, 
accompany  the  process  by  Avliich  bank  notes,  or 
any  Ollier  substitutes  for  money,  take  the  place  of 
the  ]nvcious  metals.  » ♦ ♦ 

“ The  value  saved  to  the  community  by  thus 
dispensing  with  metallic  momy,  is  a clear  gain  to 
those  wlio  ]irovide  the  substitute.  They  have  the 
use  of  twenty  millions  of  circulating  medium, 
wliich  have  cost  them  only  the  expense  of  an  eii- 
gi-aver’s  plate.  If  they  employ  this  accession  to 
their  fortuni's  as  productive  capital,  the  produce 
of  the  country  is  increased,  and  the  c* immunity 
is  benefited,  as  mueli  as  by  any  other  capital 
of  equal  amount.” 

So  also  Bastiat  has  exactly  seized  the  true 
idea  of  credit,  (^Harmonies  Economiques.,  Art. 
Capital.^  p.  210,  Edit.  1855.) — “ Ailisi  chose  ad- 
mirable, et  grace  au  merveilleuse  meennisme  do 
reehange,  tout  service  ost,  on  peut  devenir,  un 
Cai>ital.  » # * # * 

Cc  qui  est  pins  surprcnaiit  encore  e’est  que  nous 
pouvons  faire  Toperatioii  inverse,  qiielque  im- 
possible (iu’elle  scmble  au  jiremicr  coup  d'a*il. 
Xous  pouvons  couvertir  en  instrument  de  travail, 
cii  chemiu  de  fer,  en  maisons,  un  capital,  (pii 
ii'est  pas  encore  no,  utilisaiit  aiiisi  des  services, 
qni  ne  sennit  reiidiis  qu  ’au  xxe  siecle.  11  y a 
tics  bampuers  tpu  en  font  I’avance  sur  la  foi  que 
les  travailleiirs  ct  les  voyageurs  de  la  troisieme 
ou  quatrit  me  generation  pourvoirent  au  payomeiit, 
et  ces  titres  surTacenir  (i.e.  instruments  of  Credit) 
sc  traiismctteiit  de  main  en  main  sans  rester 
jamais  improductifs'' 

'I'lius  we  see  that  Mr.  McCulloch,  Mr.  Mill, 
and  Bastiat,  in  these  passages  expressly  maintain 
the  doctrine  that  credit  is  capital.  How  smqiris- 
ingly  they  have  contradicted  themselves  in  other 


CAPITAL. 

parts  of  their  works,  is  fully  shown  under  Credit. 

160.  Soinneh  for  Eroinimists.  We  may  quote 
from  legal  wr.ters  to  slutw  that  they  fully  under- 
stand the  truth  that  instruments  of  credit  arc 
separate  and  independent  property.  Thus,  Mr. 
Justice  Byles  says,  (Treatise  on  the  Law  of  liilis  of 
Exchange,  In  trod  action^  ]).  xii.)  “It  will  not  per- 
hajis  be  an  unreasonable  inference  that  the  Bills 
and  Xotes  of  all  kinds,  issued  and  circulated  in  the 
United  Kingdom  in  the  space  of  a single  year, 
amount  to  many  hundred  millions,  and  that  this 
species  of  property  is  now  in  aggi'egate  value, 
inferior  only  to  the  land,  or  funded  debt  ot  tlie 
kingdom.”  When  avx  consider  that  all  book 
debts  aroiii  reality  of  the  same  nature,  and  must 
be  added  to  the  amount  of  debts  actually  circu- 
lating in  Bills  and  Notes,  Ave  shall  see  that  the 
aboA'e  estimate  of  the  credit  property  in  liic 
United  Kingdom  is  certainly  Avithiii  the  bounds 
of  moderation, 

Mr,  Leake,  also,  in  the  paper  Ave  have  already 
quoted  from,  has  seen  the  true  nature  ol  Credit. 
At  page  564,  after  noticing  that  tlie  UaAv  of  Ileal 
Fr(q)erty  may  be  called  the  grammar  of  the  law 
of  i>roperty  in  general,  he  says,  “ This  vicAV  ol 
real  jiroperty  might  be  carried  still  turther.  Its 
principles  Avould  serA'e  to  form  the  foundation, 
not  only  for  the  law  of  property  in  general,  but 
also  for  otlur  important  branches  of  the  Uiav. 
All  rights  are  property  in  some  sense,  and  are 
subject  iu  s(*me  degi’ee  to  the  hiAvs  ot  property. 
In  the  law  oj  rights  in  personam,  or  obligations,  we 
may  notice,  for  example,  the  strong  analogy  hetweeu 
ohiigations,  or  debts  payable  in  tuturo,  and  real 
estates  vested  in  remainder'^ 

This,  our  readers  inayobscrA'C,  is  the  A'cry  doc- 
trine AA'e  have  been  endeavouring  to  enforce.  1 hat 
Creiiit  is  the  right  to  make  a future  demand  for 
money. 

161.  Wil  bout  entering  into  any  account  of  the 
coutroA'crsici-  here,  on  the  nature  of  Credit,^  Ave 
may  endeavour  to  impress  upon  our  readers'  at- 
tention the  ilistinctioii  between  Instruments  ol 
Credit,  and  other  pajier  documents,  such  as  Bills 
of  Lading  and  Dock  Warrants,  which  are  fre- 
quently confounded  with  them. 

It  is  one  <>f  the  most  important  ]»oints  iu  Poli- 
tical Economy  to  understand  the  distinction  be- 
tween an  Exchange  and  a Bailment. 

In  the  case  of  an  Exchange  there  is  always  a 
transfer  of  properties,  there  must  manifestly  be 
two  properties,  or  two  rights  to  be  exchanged. 

In  the  case  of  a Bailment  there  are  not  two 
properties  exchanged,  but  only  one  property  en- 
trusted by  s<nnc  one  to  another  person's  keeping, 
for  a sjtocial  purpose. 

Nowall  instruments  of  credit  arise  out  of  an 
exchange,  cither  of  money,  or  goods,  or  other  in- 
struments of  credit.  There  is  always,  in  siicli  a 
case,  au  excliaiige  of  tAvo  separate  rights,  or  tAvo 
properties. 

Bills  of  Lading  and  Dock  AVarrauts,  on  the 
other  hand,  always  arise  out  of  a Bailment,  wliere 
there  is  110  exchange  of  properties,  or  rights.  But 
only  some  ]iarticular  goods  are  entrusted  to  a 
person  for  a special  purpose. 

All  instriinieiits  of  credit  are  therefore  separate 
and  indopcndeiit  properties,  or  rights ; they  are 
by  law  and  custom  absolutely  severed  trom  any 
particular  goods,  or  money.  Bills  of  Lading  and 
Dork  Warrants  are,  on  the  contrary,  not  separate 


and  independent  properties,  or  rights,  but  more 
adjuncts  or  tickets,  inseparably  joined  to  some 
specific  goods,  and  tbriuing  only  one  property 
Avith  them. 

Noav  instruments  of  credit,  and  Bills  of  Lading 
and  Dock  AVarrants,  IniA'einany  features  in  com- 
mon, they  are  both  transferable  from  hand  to 
hand;  but  the  fundamental  distinction  between 
them  is  that  instruments  of  credit  of  all  sorts  are 
independent  property,  amounting  to  certainly  not 
less  than  £600,000,000  in  this  country ; Bills  of 
Lading  and  Dock  AVarrants  are  ?iothing. 

In  fact,  credit  is  the  inverse  of  money. 

AA'heu  a trader  buys  goods  Avith  money  he  cx- 
clianges  the  fruits  of  his  past  industry  for  the 
goods.  AVheii  he  buys  goods  with  credit  he  en- 
gages to  exchange  the  fruits  of  his  future  industry 
for  the  goods. 

In  each  case  there  is  a sede,  or  an  exchange  of 
tiro  properties. 

In  order,  howcA'er,  to  make  this  “promise  to 
pay  ” saleable  fur  goods,  or  money,  the  trader  is 
obliged  to  inspire  confidence  in  his  character  and 
capacity  to  pay  at  a future  time.  Hence  it  is 
moral  Capital.  It  is  entirely  the  result  of  his 
personal  qualities  and  abilities,  Avhich  Adam 
Smith,  and  all  leading  Economists  since  his  time, 
have  acknoAA’ledged  to  be  national  Avealtli,  or 
capital. 

Thus  AA'e  see  Credit  is  always  attached  to  the 
person,  Bills  of  Lading  and  Dock  AA'urrauts  to 
things. 

It  has  been  usual  to  call  instruments  of  credit, 
fictitious  calues,  and  values  of  concention.  But 
this  is  a A ery  gi-ievous  error  indeed.  No  doubt 
they  are  often  precju’ious.  But  Avhere  the  credit 
is  safe,  an  instrument  of  credit  is  a real  A'alue. 
Only  being  future,  it  is  inverse  to  the  past,  Avhicli 
is  positive,  and  therefore  it  is  iiegatiA'c.  The 
negatiA  C roots  of  eqnation.s  were  long  called  /Vc- 
iitious  roots,  res  or  wstimationes  fict(P,  by  the  early 
Algebraists,  Avho  could  not  interpret  their  mean- 
ing, It  Avas  then  discovered  that  they  Averc 
equally  real  roots  Avith  the  positive  ones,  only 
iiiA'erse  to  them. 

162.  These  considerations  lend  additional  proof 
to  what  we  have  said  about  the  error  of  making 
“the  saving  of  past  labor”  a necessary  Element 
in  the  definition  of  Capital.  Mr.  Mill  fully  ac- 
knoAvledges  that  inslnimenls  of  Credit,  Bank 
Notes,  and  Bills  of  Exchange  are  prodnetiA'e 
Cajiital — but  hoAv  are  Bank  Notes  and  Bills  of 
Exchange  tlie  result  of  past  saving?  Unless, 
indeed,  a good  character,  which  is  the  thing  that 
gives  instruments  of  credit  iiegntiability,  or  value, 
may  be  considered  as  the  result  of  previous  in- 
dustry. 

This  must  suflice  here  to  ex]»lain  the  nature  of 
Credit.  Our  readers  need  scarcely  be  reminded 
of  tlie  controversies  about  credit.  AVhat  Ave  haA'e 
said  is,  Ave  hope,  sufiicient  to  shcAv  that  tlie  quan- 
tity of  credit  Avhieh  is  in  the  market,  is  a gigantic  | 
mass  of  exchangeable  pvoiierty,  separate  and  dis-  i 
tinet  from,  and  over  and  aboA'c  commodities  and  | 
money,  and  tlnit  it  is  Capital.  i 

166.  AVc  noAV  come  to  the  last  species  of  pro- 
perty,  Avliich  has  also  been  a subject  of  much 
controversy  — The  Funds.  Ea'ciw  one  aa^ouUI 
admit  that  a man  avIio  had  £600,000  iu  the  Funds  : 
Avas  a AA'ealthy  man.  But  are  the  funds  them-  | 
selves  xrealth'f  The  A\ord  wealth  has  received  , 


’ such  an  arbitrary  interpretation  that  it  may  per- 
liaps  be  better  to  adopt  another  of  similar  sigm- 
' fieatioa.  We  may  enquire  therefore  — Are  the 
funds  independent  ju’opei  ty  ? And  tliere  can  be 
but  one  answer,  they  are  independent  property, 
call  it  wealth,  or  AvliatcA'cr  other  name  Ave  please. 
We  haA'e  already,  in  the  preceding  }>art  of  this 
article,  § 105,  explained  the  nature  of  public 
debts,  so  that  wc  need  nut  repeat  it  here.  The  con- 
siderations offered  there  shew  tliat  the  funds  arc 
distinct  and  independent  property,  just  as  much 
as  railw'ays,  or  any  other  cajiital,  and  that  their 
value  depends  upon  the  same  principle  as  the 
A'alue  of  raihvays,  or  canals,  viz. : the  Avillingness 
of  the  public  to  jiay  the  interest  of  the  money 
sunk  in  tliem.  If  the  public  Avere  to  refuse  to 
pay  the  dividends  ou  the  funds,  it  Avonld  be  just 
the  same  as  if  they  AA’cre  to  cease  to  use  a canal. 
'I'he  value  of  the  capital  Avould  immediately  fail 
to  notliing. 

164.  Jlut  though  a consideration  of  the  nature 
of  the  funds  inevitably  leads  to  the  conclusion 
that  tliey  are  separate  and  iudepeiideut  property, 
AA'e  must  obsci'A'e  that  it  is  in  many  cases  A’ery 
probable  that  the  money  might  have  been  more 
l>rofitably  and  adA'antageously  laid  out  on  some- 
thing else.  There  is  iioav  wg  belieA'e,  scarcely  a 
dissentient  A'oice  among  men  of  competent  judg- 
ment, but  that  the  policy  of  the  Statesmen  and 
Parliaments  Avho  spent  such  enormous  .sinus  Avas 
utterly  erroneous  ami  injurious  to  the  true  avcI- 
fare  of  England.  It  is  just  like  some  rich  man 
spending  a vast  sum  of  money  to  gratify  some  ex- 
pensive architectural  AAiiim.  There  the  thing  ex- 
ists as  independent  property,  although  the  policy 
which  created  it  is  condemned.  There  have  been 
many  cominereial  enterprises  undertaken  aa  Iiosc 
])olicy  has  afterwards  been  condemned.  Many 
railAvays  have  been  made,  Avhieh  it  is  iioav  ad- 
mitteil  it  AAas  a mistake  to  Iiua'c  made,  and  the 
money  employed  in  constructing  them  might  IniA'c 
been  more  adA'antageously  employed.  But  that 
does  not  preA'eut  these  raihvays  having  a separate 
existence.  The  case  of  the  Funds  is  somc-Avhat 
similar;  our  predecessors  unfortunately  conceived 
that  the  olqects  for  Avhich  these  funds  Avere 
created  Avere  of  sutfieient  national  importance  to 
be  equivalent  to  tlie  money  spent  on  them,  and 
accordingly  they  bound  the  nation  to  jiay  tin* 
them.  We  think  difiereiitly,  and  are  still  unfor- 
tunately bound  to  pay  for  them,  and  Avliile  avc 
continue  to  do  so  the  cajntul  Avliich  these  payments 
represent  is  independent  ]>roperty. 

165.  ^Ir.  Mill  comjtares  the  funds  to  a mort- 
gage, and  denies  them  the  title  of  wealth.  But 
his  conception  of  the  nature  of  a mortgage  is  not 
quite  accurate.  He  says,  p 8.  “Things  tor  avIhcIi 
notliing  could  be  obtained  in  exchange,  hoAvever 
useful  or  necessary  they  may  be,  are  not  Avealth, 
in  the  sense  iu  Avhidi  the  tennis  used  iu  Political 
Economy.  Air  for  example,  though  the  most 
absolute  of  necessaries,  bears  no  priee  in  the  mar- 
ket because  it  can  be  obtained  gratuitously,  to 
accumulate  a stock  of  it  Avould  yield  no  profit  or 
advantage  to  any  one,  and  the  laws  ol'  its  produc- 
tion and  distribution  are  the  subject  of  a verv 
different  study  from  Political  Economy.  Jiut 
though  air  is  not  AA-ealth,  mankind  are  much  richer 
by  obtaining  it  gratis,  since  the  time  and  labor 
Avliidi  Avould  otherwise  be  requireil  for  <upplyi?./ 
tlie  most  pressing  of  all  AA  ants  can  be  devoted  lo 
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i.'thcT  pnrpascs.  It  is  pv)^^Ihlc  tu  mi;i;j:iuo  divimi- 
shuiccs  ill  ^vllic^l  air  woiiUl  be  a part  uf  wealth. 
If  it  beeame  necessary  tt>  sujmini  long  in  placo.s 
where  the  air  does  not  naturally  penetrate,  as  in 
diving  bells  sunk  in  the  sea,  a supply  of  air  arti- 
ficially furnished  would,  like  water  conveyed  into 
into  houses,  bear  a prit:c  ; and  if  from  any  revolu- 
tion in  nature,  the  atmosphere  became  too  scanty 
for  the  consumption,  or  could  be  monopolized,  air 
might  acquire  a very  high  marketable  value.  In 
such  a case,  the  ]iossession  of  it  beyond  his  own 
wants  would  be  to  its  i>wuor  wealth  ; and  the 
general  wealth  of  mankind  might  at  first  sight 
appear  to  be  increased  by  what  would  be  so 
gi’cat  a calamity  to  them.  But  this  would  be  an 
error;  fur  however  rich  the  possession  of  air 
might  become,  at  the  expense  of  the  rest  of  the 
community,  all  jiersons  else  M'ould  be  pi^orer  ]>y 
all  that  they  were  comi»elIedto  pay  for  what  they 
had  before  obtained  without  pajment. 

“This  leads  to  an  important  distinction  in  the 
meaning  of  the  word  Wealth,  as  aiq)lied  to  tlie 
possessions  of  an  individual,  ami  to  those  of  a 
nation,  or  of  mankind.  In  the  wealth  of  mankind, 
nothing  is  iiiciuded  Avhich  does  not  of  itself  answer 
some  purpose  of  utility  or  pleasure.  To  an  indi- 
yidnal,  anything  is  wealth,  which,  though  useless 
in  itsidf,  enables  him  to  claim  from  others  a part 
of  their  stock  t4‘  things  useful  or  pleasant.  Take, 
lor  instance,  a mortgage  of  a thousand  pounds  on 
a landed  estate.  This  is  Avealth  to  the  person  to 
whom  it  brings  in  a revenue,  ami  who  could  per- 
haps sell  it  in  the  market  for  the  full  amount  of  the 
debt.  But  it  is  not  wealtli  to  the  country  ; if  the 
engagement  Avere  annulled,  the  country  would  be 
neither  i)oorer  nor  richer.  The  mortgagee  avouM 
have  lost  a thousand  luunids,  ami  the  OAvnor  of  the 
land  Avould  IiaA'e  gained  it.  Speaking  nationally, 
the  mortgage  AA*as  not  itself  Avealth,  but  merely 
ga\e  A a claim  to  a portion  of  the  Avealtli  of  B. 
It  Avas  Avealth  to  A,  and  wealth  Avhich  he  could 
transfer  to  a third  person  ; but  Avhat  he  so  trans- 
ferred Avas  in  fact  a joint  oAA'uership,  tit  the  extent 
of  a thousand  pounds  in  the  land  of  avIucIi  B Avas 
nominally  the  sole  proprietor.  Tin-  position  of 
fundholders,  or  OAvners  of  the  public  debt  of  a 
country,  is  similar,’  6;c.  (^F'ur  the  reniainffer^  see 

^ as.) 

in  this  passage,  Mr.  Mill  says  that  a mortgage 
is  Avealth  to  the  person  to  aa  Iioiu  it  brings  in  a 
re\-eniie,  but  not  to  the  country  at  large.  There 
is  some  iniscouceptiou  of  the  nature  of  a mortgage 
here.  When  the  oAvner  of  a landed  estate  bor- 
rows money,  the  lorm  of  English  Iuav  is  that 
he  conveys  the  estate  t.i  the  lender,  Avith  the 
right  reserved  of  having  the  estate  recouA'eved 
to  him  when  the  mom  y is  repaid.  By  this  means 
the  legal  oAvnership  of  the  estate  passes  from  the 
mortgagor  to  the  mortgagee,  and  the  deed  of  con- 
veyance is  called  tlie  The  nKH’t“'a*>'ee 

thus  becomes  the  legal  OAviier  of  the  property,  aud 
tijo  mortgagor  Ijecomes  his  tenant.  Xoav  no  one 
ever  supposed  that  a mere  deed  of  conveyance  of 
property,  Avhich  is  all  timt  a mortgage  is,  is  wealth. 
Such  h'5  the  form  of  the  mortgage,  but  tiio  substance 
is  that  it  is  a purchase  of  a pm*timi  of  tlie  right  of 
tlie  future  prmlucc  of  tlie  himl.  Xoav  this  AVealtli 
stands  ill  relation  to  tlie  country  Just  as  it  did 
before.  The  Avhole  produce  Avas  wt'alth  before 
it  Avas  dix  ided.  It  remains  just  the  same  after  it 
IS  divided.  The  p-Ttion  purchased  br  the  sum 


adA'anced  on  mortgage,  is  just  as  much  wealth  to 
the  country  a.^  it  aams  before.  It  must  be  so,  into 
AA'liatever  number  of  portions  it  is  split  up.  'I'lierc 
is  no  noAA’  object  called  into  existence,  but  a mere 
]nirchase  of  part  of  an  existing  one. 

ICG.  But  ill  tlie  case  of  public  debts  there  is 
a ncAv  object.  They  are  money  expended  upon 
obtaining  something  ncAv.  Thus  public  debts  are 
contracted  either  to  make  something  necessary 
for  the  I'Ublic  security,  like  the  sea-dykes  of 
Holland,  as  yve  ha\'e  before  said,  or  they  may  be 
contracted  to  make  a Avork  of  national  utility,  sucli 
as  a rjiilroad,  or  canal.  It  is  uoaa-  quite  customary 
for  govenimeiits  to  guarantee  public  companies  a 
certain  annua!  payment,  on  their  undertaking  to 
construct  .in  important  AA'ork,  such  as  a raihvay,  or 
perform  some  public  service,  asAvhen  subventions 
are  gi*ant>‘d  to  the  Ocean  Mail  Steamers.  ]\Iany 
persons,  acc  alloAv,  dispute  the  policy  of  the.'ie 
public  guarantees.  That  may  or  may  not  be. 
But  it  is  quite  dear  that  some  ncAv  undertaking 
or  service  is  created  by  them,  and  that  they  are 
paid  in  exchange  for  something  nexv,  Avliich  is 
supposed  to  be  equivalent.  Xoav  it  is  quite  clear 
that  the  capital  exjiended  upon  these  iimlertakings 
by  jiriA’atr  companies,  upon  Avhidi  a dividend  is 
guaranteed  by  the  goA-ernnient,  are  exactly  in  the 
same  position  as  the  public  debts,  or  fund-s 
although  'he  money  is  not  actually  paid  to  the 
goA'enimeut,  nor  the  service  performed  under  the 
actual  control  of  the  govenimeut,  like  the  naval 
ami  milit:  ry  defence  of  the  country. 

It  is  (piite  clear,  then,  that  the  sums  expended 
by  these  companies  are  nothing  but  public  debts, 
or  funds,  in  disguise.  And  that  tliey  are  perfectly 
distinct  in  their  nature  from  mortgages.  A mort- 
gage calls  nothing  ucav  into  existence.  It  is  a 
mere  excliaiige  of  a definite  existing  sum  of 
nionOA'  for  a right  Avhich  is  already  in  existence 
and  in  th-‘  hands  of  another  jierson.  But  public 
debts  are  < reated  to  produce  something  ncAV',  either 
material,  or  immaterial. 

1C7.  The  present  discussions  on  the  military 
and  na\al  defences  of  the  country  Avill  illustrate 
our  meaning.  Rightly  or  Avrongly,  that  is  of  no 
consequence  here,  it  is  supposed  that  the  couiitiy 
is  not  in  a secure  position,  in  conseipieiice  of  the 
extraordinary  progress  recently  made  in  the 
science,  and  the  means  of  attack.  There  is  a very 
general  demand  that  our  coast  defences  slumid  be 
augmented.  It  is  supposed  that  it  Avill  require 
iTO, 000, 000  to  do  this.  Xow  tliat  money  must 
be  borroAved,  which  Avill  create  a public  debt,  and 
as  it  is  a service  to  the  entire  public,  they  must 
pay  for  it.  With  the  money  so  borrowed,  and 
AvitlulraAvn  from  other  production,  these  ncAV  coa>t 
defences  avHI  be  created — a ucav  projierty.  Or 
the  naA'v  may  bo  angmeiited, — a new  property.  Or 
an  additional  number  of  sailors  and  soldiers  may 
be  engaged,  ami  ucav  Avarlike  stores  of  all  sorts, 
some  duraide  to  a certain  extent,  sucli  as  artillci) , 
and  some  perishable,  like  iiowder  aud  ball,  may 
be  manufactured.  Yet  Ave  sec  that  soinelluiig  new 
is  ahvays  done  with  the  money  adA'anced  on  the 
creation  of  a public  debt,  Xoav  many  persons 
may  say  that  tliis  expenditure  is  absurd,  mis- 
chievous, ami  unnecessary,  ami  that  the  immey 
might  have  produced  sometliing  more  advantage- 
ous, but  y-‘t  no  one  can  deny  that  it  is  ucav  ami 
imlejiemlent  property. 

U)8.  Wo  ho]»e  that  avc  have  made  it  clear  to 
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our  readers  that  a public  debt  is  not  analogous  to 
a mortgage.  A mortgage  is  a conveyance  or 
transfer  of  the  actual  corpus^  or  cajiital  out  of 
AX'hich  a revenue  springs;  a public  debt  is  money 
devoted  to  ]»erform  sonic  service  Avhich  it  is 
judged,  rightly  or  AATongly,  that  it  is  for  the  in- 
terest of  the  public  should  be  done,  and  Avhich 
they  should  pay  for.  The  public  debt,  or  funds, 
are  jirccisely  in  the  same  category  as  the  shares 
of  a railway  conqiaiiy,  or  a bank.  They  are  the 
right  to  receive  the  future  itayments  of  the  general 
public  for  the  service  done  to  them  in  their  na- 
tional capacity,  just  as  the  shares  of  a railway  are 
the  right  to  receive  the  future  payments  of  that 
jmrtiou  of  the  public  Avho  traA'cl  by,  or  use,  the 
railAA’ay,  in  their  individual  capacity.  Hence  avc 
see  that  the  Funds  are  a great  incorporeal  estate, 
of  the  same  nature  as  cojiyright,  commercial  shares, 
crcilit,  &c. 

IG9.  We  haA’C  uoav,  aa-o  think,  completed  a 
sufiidoiit  surwy  of  the  dilfereiit  kinds  of  pro- 
perty to  enable  ns  to  form  a general  conceiitioii 
of  it.  Of  comse  each  sejiarate  portion  of  it  may, 
and,  indeed,  requires  to  be  treated  at  much  greater 
length.  But,  in  order  to  form  a general  concep- 
tion, Ave  have  only  to  enumerate  and  consider  all 
the  ditferent  siiedesof  it.  Ami  all  property  may 
be  reduced  to  one  of  the  ditferent  classes  men- 
tioned above.  AVe  are  uoav  in  a position  to  see 
Avhetlier  the  term  “Avealtli”  can  be  restricted  to 
things  embodied  in  matter.  So  far  from  it,  that 
it  is  certainly  Avithin  the  bounds  of  moderation  to 
say,  that  uineteen-iwentieths  of  actually  existiufe 
irealth,  or  property  which  way  he  weasnred.,  exists 
in  a purely  incorporetd  farw^i  which  is  incapable  of 
beinf^  embodied  in  matter.  We  are  surrounded  on 
all  sides  by  impalpable^  iniany:ibley  invisible^  but 
MEAM  iiAiw.E  Avealth,  just  as  AA'C  are  by  impal- 
jiable,  intangible,  invisible,  but  mkascraiii.e  me- 
chanical force.  The  value  of  the  land,  i.e.,  the 
right  of  receiving  its  future  produce,  is  thirty 
times  as  great  as  the  existing  products  of  the 
laiul,  and  it  is  jnirely  incorporeal.  And  aa  ho  shall 
estimate  the  value  of  all  other  inciirporeal  pro- 
jierty  in  Great  Britain  ? Tliere  can  be  no  possible 
iloubt  that  its  value  is  several  thousand  millions 
of  jtonuds. 

170.  We  said  aboA'C,  that  there  is  a great 
division  of  opinion  among  Economists,  as  to  Avhe- 
tlior  the  Avord  Wealth  is  to  be  restricted  to  ma- 
terial things,  or  is  to  be  extended  to  immaterial 
luoducts,  such  as  services,  or  jiersoual  abilities. 
Adam  Smith  admits  that  personal  ipialities  fixed 
in  a human  being  are  part  of  the  capital  of  the 
nation ; but  he  denies  the  name  of  Avealth  to  their 
products,  unless  they  are  fixed  in  sometliing  ma- 
terial. Malthns,  hoAAVA'cr,  and  M.  Baiulrillart, 
and  Mr.  t'azeiiove,  entirely  exclude  personal  ijiia- 
lities  from  the  catalogue  of  national  Avealtli.  Mr. 
Mill,  j).  o7,  is  obliged  to  consider  Avliat  Wealth  is, 
and  Avhether  it  includes  only  material  }u‘oducl.<, 
or  Avhether  all  useful  jiroducts  are  to  be  included  ' 
ill  it.  He  says, — 

“Xoav  the  utilities  produced  by  labour  are  of 
three  kinds,  they  are,  ' I 

“First — Utilities  fixed  ami  embodied  in  out- 
Avard  objects,  by  labour  employed  in  invotiiig 
external  material  things  Avith  properties,  Avhich 
render  them  serviceable  to  human  beings.  This  ' 
is  the  eouiujoii  case,  and  reciuires  no  ill usl ration.  I 


“Secondly — Utilities  fixed  and  emlKidied  in 
Imman  beings;  the  .abor  being  in  this  en.'^e  cm- 
I jdoyed  in  conferring  on  human  beings,  qualities 
which  render  tliem  ser\’ici*able  to  themselves  ami 
others.  To  this  class  belongs  the  labor  of  all 
concerned  in  education ; not  only  seli(X>lma'ters, 
tntoi's,  and  professors,  but  governments,  so  fiir  as 
they  aim  successfully  at  the  improvement  of  the 
people;  moralists,  and  clergymen  as  *ar  as  pro- 
ductiA^e  of  benefit;  the  labor  of  physicians,  as  far 
as  instrumental  in  jireserving  life,  and  physical 
or  mental  eflidency  of  the  teachers  of  bodily  ex- 
ercises, ami  of  the  A arious  trades,  sciences,  and 
; arts,  together  AvilU  the  labor  of  tlie  learners  in 
acquiring  them  ; and  all  labor  bestoAved  by  any 
persons,  tlironghout  life,  in  improving  tiie  knoA\- 
ledge,  or  cultivating  the  bodily  or  mental  faculties 
of  themselves,  or  others. 

“Thirdly  ami  lastly, — Utility's  not  fixed  nr 
embodied  in  any  object,  but  consUting  in  a mere 
i service  rendered,  a pleasure  given,  an  inconve- 
nience or  a jtain  a\'erted,  during  a longer  or 
sliortor  time,  but  Avithmit  leaving  a permanent 
aciiuisitiou  in  the  improved  qualities  of  any  jier- 
son  or  thing;  the  labor  being  employed  in  pro- 
diieing  a utility  directly,  not  as  in  the  two  former 
cases,  in  fitting  some  other  thing  to  afford  an 
utilit}'.”  Mr.  Mill  then  enumerates  the  persons 
Avliose  labiir  falls  under  this  class — performers, 
actors,  dcclaimers,  shoAvmen,  soldiers,  sailors, 
legislators,  judges,  &c. ; and  considers,  “which  of 
these  three  classes  of  labor  should  be  accounted 
productive  of  A\u-altli,  since  that  is  Avluit  the  term 
productiA'c,  when  used  by  itself,  must  be  under- 
stood to  import.”  Utilities  of  the  third  class, 
consisting  in  pleasures  which  only  exist  Avhile. 
being  enjoyed,  ami  serA’ices,  Avhieh  only  exist 
Avliile  being  performed,  cannot  be  spoken  of 
Avealth,  except  by  an  acknoAvledged  metaphor. 
It  is  essential  to  the  idea  of  AA*ealth  to  be  sus- 
ceptible of  accumulation  (?) ; things  Avhich  can- 
not, after  being  jtroduced,  be  ke]it  for  some  time 
before  being  used,  are  never,  I think,  regarded  as 
Avealth,  since  hoAvever  much  of  them  maybe  j»ro- 
duced  and  enjoyed,  the  i>ersoa  benefited  by  them 
is  no  richer,  is  no  Aviso  improved  in  circumstances. 
But  there  is  not  so  distinct  and  pusitive  a vio- 
lation of  usage  in  considering  us  Avcalth  any  pro- 
duct which  is  b4Uli  useful  and  snsceptilde  of 
accumulation.  The  .skill  and  the  energy  and  per- 
severance of  the  artisans  of  a country  arc  reckoned 
part  of  its  Avealth,  no  less  than  their  tuols  ami  ma- 
chinery. Aeeordiiig  to  this  definition,  we  should 
regard  all  labtu*  as  productive  Avhich  is  emjdoyt'd 
ill  creating  permartent  utilities,  Avhetlu  r embodied 
in  human  beings,  or  in  any  other  auhuate  or 
inanimate  objects. 

“But  in  a])plying  the  term  AA'calth  to  the  in- 
dustrial capacities  eff  human  beings,  there  seems 
ahvays  in  popular  apprehension,  to  be  a tacit  re- 
ference to  material  jiroducts.  The  skill  of  an 
artisan  is  accounted  Avealtli,  only  as  being  the 
means  of  acquiring  Avealth  in  a material  sen.-e ; 
ami  any  ipialities,  not  tending  vi.-sibly  to  tliat  (ib- 
ject,  are  scarcely  so  regoi'ded  at  all.  A country 
Avoiild  hardly  be  said  to  be  richer,  except  by  a 
metaphor,  lioAveA  er  precious  a i>o.sscs.<ion  it  might 
haA'c  in  the  genius,  the  virtues,  or  accomplish- 
ments of  its  inhabitants ; nnle.-s,  indeed,  these 
were  looked  ujmhi  as  markctjible  artu  les,  by  AA'liich 
it  could  attract  the  material  Avealtli  of  other  coun- 
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tries,  as  tin*  (Greeks  ot'  old.  and  several  modern 
muious  have  done.  * * * 

“ I shall  therefore,  in  this  treatise,  when  speak- 
iii^r  of  Wealth,  nnder>tand  by  it  only  what  is  called 
material  wealth,  and  by  i^rodiulive  labor  mily 
those  kinds  of  exertion  which  produce  utilities 
embodied  in  material  objects.” 

Xow  we  think  it  is  perfectly  clear,  that  in  this 
p.as'ajre  Mr.  Mill  has  intended  to  sketch  out  the 
(litfereiit  species  (»f  things  to  wliicli  the  term 
A\  ealth,  in  its  widest  acceptation,  has  been  ap- 
plied. Of  these  he  rejects  the  last  class,  ard  (inly 
retains  the  word  as  applied  to  material  products, 
and  he  applies  the  word  ]>roductivo  labor  to  tliat 
wiiicli  is  emi)loyed  in  creating utilities, 
wliicli  are  capable  of  accumulation.  J5ut  we 
think  such  a classiiicatiou  will  land  us  in  iiiextri- 
cahle  dilHculties.  If  we  only  regard  tlie  per- 
manence of  the  material  product,  in  what  cate- 
gory are  we  to  place  the  producers  of  all  articles 
of  fottd,  bakers,  confectioners,  iicc.  y They  are 
employed  in  creating  material  products,  which 
are  meant  to  be  destroyed,  and  not  accumulated. 
^yheu  a person  has  eaten  a cream  ice,  how  i.s  he 
richer  or  imimived  in  eirciiinstauces  ? Is  the 
confectioner  who  makes  a civam  ice,  or  a fruit 
tart,  a productive  laborer?  Clearly  lie  is  not,  if 
permanence  is  the  essence  of  productive  labor: 
clearly  he  is,  if  the  luatiTiality  of  tin*  product  is 
the  criterion.  But  .since  material  ju-oducts  are  of 
all  degrees  of  i>ermanence,  where  is  tiie  line  to 
be  drawn  between  productive  and  unproductive 
labor  ? AVherc  does  the  one  shade  into  the  other  ? 
If  is  clear  that  the  same  objection  a]>]dies  to  ^Ir. 
Mill's  distinction  between  jiroductive  and  unpro- 
ductive labor,  as  applies  to  llicardo’s  distinction 
bigweeii  fixed  and  circulating  eaiutal.  They  both 
violate  the  Law  oj  ConlUnutij  (Coxtiwity,  Law 
or.)  Now,  how  is  a cream  ice,  the  enjoyment  of 
eating  which  lasts  only  a b*\v  ininiUes,  a more 
permanent  thing  than  an  ojKTa,  the  enjoyment  of 
hearing  wliich  lasts  several  hours?  lion  a man 
has  had  his  enjoyment  in  either  case,  how  is  lie 
richer  or  more  improved  in  circumstances,  more 
in  one  rather  than  in  tlie  other? 

171.  There  is  one  class  of  pi'odncts  which  Ave 
are  in  doubt  Iioav  those  Econonli^ts  wlio  rotrict 
Avealth  to  matm'ial  objects  Avould  treat,  uameh', 
gas.  'Would  they  admit  a gasometer,  full  of  gas, 
tobeAVealth? 

172.  AVc  propose  this  question  to  ail  Eeono- 
iiiists  AA'ho  deny  admission  to  incorpoi'eal  elements 
into  Political  Economy— Is  not  a man  Avho  jios- 
sesses  £*3(M>.000(ifBankofEnglandstoek  a wealthy 
man.’'  AA  oiihl  not  sucli  ])i*operty  be  ('acital  to 
him?  Is  ind  the  enpyright  of  Lord  Macaulay’s 
Avorks  Capital?  And  \s  hat  is  tliat  Stock,  and 
Avhat  is  that  Copyright?  Are  lln-y  material  r 
Are  they  not  Avealtii  in  eAt  ry  sense  of  the  term? 
They  are  certainly  imt  material.  For  Ave  do  not 
imagine  tliat  any  one  Avoiiid  confound  tlie  cortiti- 
cate,  or  tiie  i'a]>er  on  A\ltieh  tlie  evidence  of  the 
right  to  the  stock,  or  the  copyright,  is  reeonlr-d 
with  the  stock  or  copyright  itself.  This  Stock 
and  this  CopA  right  are  nothing  but  mere  abstract 
Riohts,  Avhicii  are  purely  incorporeal. 

173.  The  fact  is  that  in  argningfor  or  against 
the  admission  of  ineorporea!  elements  into  Politi- 
cal Economy,  Economists  haA'e  almost  universally 
had  ,=oIdy  in  their  mind.'*  services,  or  enjoyments 
whidi  perish  in  the  using,  which  are  personal  ' 


products  we  may  .say,  the  result  of  personal 
, (pialilies  A\hich  cannot  be  transferred  from  jiersou 
1 to  person.  Put  they  liave  Avholly  omitted  all 
I consideration  ofagiganth'  mass  of  purely  incor- 
]ioreal  property,  Avliich  is  aiignicutiiig  CA'cry  day 
ill  this  country,  Avhich  may  bo  accumulated,  Avhieli 
is  as  cmim  ing  ami  permanent,  ami  wldcli  may  bo 
transferred  from  person  to  person,  and  Avimso 
Arable  may  be  measured  Avith  as  great  facility  and 
precision  as  any  material  iiroducl  Avliatever.  AA'c 
believe  there  is  scarcely  an  alliisioii  in  the  A\u>rks 
of  Economists  to  Avhat  the  Luav  recognizes  as 
incorporeal  personal  estate,  and  wlioso  value, 
even  excluding  tlic  funds  and  iustriiments  of 
credit,  amounts  to  many  hundred  millions! 

AA'c  have  noAv  completed  the  survey  of  tlie  dif- 
ferent spci  ies  of  Property,  tlie  subject  matter  of 
Political  Economy,  and  Ave  may  say  that  it  com- 
prehends,— 

1.  Bights  to  the  use  ami  enjoyment  of  existing 
material  products,  such  as  land,  houses,  corn, 
cattle,  furniture,  books,  pictures,  sculptures,  food 
of  all  sorts  i^c.,  &c.,  kc.  These  arc  of  various 
degrees  of  permanence,  or  durability. 

2.  Higl  ts  to  the  use  and  enjoyment  of  imma- 
terial products,  such  as  services  of  all  sorts,  Avhidi 
perish  in  the  n.sing. 

3.  Kiglits  to  tiie  use  ami  enjoyment  of  jiro- 
dnets  of  all  sorts,  AvIiich  have  no  jireseiit  existence, 
but  AA'ill  only  come  into  existence,  at  some  fntnre 
time,  such  as  the  future  produce  of  the  land,  the 
future  ]n*ofits  of  trading  of  all  sorts,  eitlier  by  jmblic 
ciunpanics,  or  pri\'ute  i>ersons,  Avliich  includes 
shares  in  all  public  companies,  copyrights, good- 
Avills  of  business,  and  commercial  credit;  also  all 
liersonal  annuities, and  the  public  funds.  Although 
these  iu*udiuts  are  future,  the  Bights  to  them 
are  present  and  may  be  accumulateil,  and  trans- 
ferred by  sale  or  exchange  in  exactly  the  same 
inanner,  ami  they  may  pass  from  person  to  person, 
just  like  any  material  products. 

Of  these  three  classes,  the  products  of  tlie  first 
are  the  aecuimilatious  of  the  jiast,  and  those  of 
the  second  are  usually  called  into  existence  almost 
simultaneously  along  Avith  the  product  or  service, 

: usually  money,  exchanged  for  them,  they  may 
tlierefoi’e  bo  called  positive. 

I ^ But  the  products  of  the  third  class  only  come 
I into  existence  at  a future  time,  and  often  only  at 
j delinite  intervals  of  future  time,  in  some  cases 
: extending  to  infinity.  This  latter  class  may 
theredbre  bo  called  neoative. 

Xe\ei'th(  h‘ss  ultliougli  tlie  last  class  is  negative, 
it  is  not  to  be  snhtractedfrom  the  first  two,  Imt  to 
be  ADDED  TO  tliem,  in  an  inventory  or  cata- 
logue of  national  properly,  if  siicli  a thing  Avere 
made.  Tlmy  are  cunnilali\'c  prujierty. 

174.  T'lie.se  eonsiileratioiis  ajqtear  to  ns  con- 
clusively to  decide  the  ([Uestioii,  Avhether  Ave  are 
to  emisidcr  matei’i.ility  as  an  essential  element  of 
W'ealtli.  “ jVil  tilings,”  says  Aristotle,  “are  AA'ealtli 
Aviiose  valu  'is  m.-asured  in  money.”  Tu  tliisde- 
iliiition  we  niire.H'rveilly  adliore.  If  >ve  Avant  to 
know  Avhut  Projierly,  or  Woalih  is,  Ave  must  go  to 
an  actuaiy,  or  a lawyer.  It  is  only  hy  surveying 
and  eoiiteniplating  all  siiecie.s of  jiropertv,  before 
AA'e  frame  a definition,  that  Ave  can  give  tlie  same 
expansion  and  generality  to  our  ideas,  tliat  Phy- 
sicists of  a!l  Hasses  are  accustomed  to.  And  by 
doing  so  AAG  obtain  a conception  of  the  Avulest 
generality,  m all  respects  analogous  to  the  fuiula- 
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mental  concci>tioiis  of  the  Pliysical  Sciences,  and 
one  fitted  to  form  the  basis  of  a scimice  of  Poli- 
tical Economy  as  extensive  a.s  one  of  them. 

Whatever,  then,  may  be  exchanged  is  an  I>o- 
iiomical  Element,  and  Avliatever  Economical  Ele- 
ment is  made  the  source  of  prolit,  is  Capital. 

PosiliA'C,  or  present,  Capital  may  be  corporeal 
or  incorjioreal.  Negative,  or  future,  Capital  is 
alAvavs  incorporeal. 

175.  There  arc  some  of  the  most  important 
Hasses  of  business  Avhich  almost  exclusively  con- 
sist in  dealing  Avith  future,  or  negative  incorporeal 
capital.  Thus,  the  business  of  bankers  and  bill- 
discounters  consists  almost  oxclusiA'ely  in  buying 
and  selling  debts — rights  to  future  jiaymeiit — 
jnirely  future  incorporeal  property.  T’hcre  are 
jHTsoiis  Avhose  busiiies.s  it  is  to  deal  in  reversionary 
payments  of  all  sorts,  negative  incorporeal  jiro- 
]ierty.  So  insurance  otliccs  of  all  sorts,  for  jtre- 
sent  payments  deal  in  future  risks.  And  as  they 
all  derive  a profit  from  this  trading,  it  must, 
according  to  the  definition,  Avhich  Mr.  Senior  says 
all  Economists  are  agreed  in,  be  capital  to  them. 

17(i.  We  have  said  above  that  Capital  is  a 
continuous  quantity  Avliich,  ]»assing  through  tlie 
present,  0,  into  futurity,  changes  its  sign.  The 
elfect  of  this  conce]ition  is  iit  once  to  bring  Poli- 
tical Economy  Avithin  the  category  of  the  Phy- 
sico-]\Iathematical  Sciences. 

Moreover  it  is  perfectly  manifest  that  all  Capital 
lias  the  capacity  of  increasing  at  a geometrical 
ratio,  since  the  increase  at  any  time  may  be  capi- 
talised, and  produce  iicav  increase.  Nature  her- 
self sIicavs  this,  because  the  value  of  all  annuities 
must  be  calculated  at  comptmnd  interest  to  bring 
out  a rational  result.  Thus  jiopulatiou,  corn, 
cattle,  money,  &c.,have  all  manifestly  the  capacity 
to  increase  in  a geometrical  ratio.  This  consi- 
ilcratioii  alone  would  at  once  shoAv  the  entire 
fallacy  of  Malthus’s  doctrine  (Principle  of  Popu- 
lation, Book  I.,  Ck.  1.)  that  population  ha^  a ten- 
dency to  increase  in  a geometrical  ratio,  and  that 
subsistence  cannot  be  made  to  increase  at  more 
than  an  arithmetical  ratio.  (Population.) 

177.  There  is  a very  large  class  of  problems 
in  Political  Economy  to  which  the  concejitions  of 
liic  Difierential  Calculus  arc  directly  applicable. 

When  persons  s])eak  of  cause  and  elfect,  it  is  a 
very  cominnu  notion  that  the  elfect  must  be  di- 
rectly proportional  to  tiie  cause,  that  is  to  say, 
that  "if  AA'C  increase  the  cause  to  any  extent,  avo 
shall  obtain  a correspondingly  increased  elfect. 

But  tliose  A\iio  are  familiar  with  Physical 
Science  kiioAv  avHI  that  this  is  a very  great  mis- 
take. Tiiere  is  an  immense  Hass  of  cases  in 
P!iy.sical  Science  in  avIuHi  by  increasing  the  cause 
to  a certain  extent  an  increased  etfect  is  (»hlained. 
But  by  increasing  the  cause  beyond  tliat,  the  etfoci 
begins  to  decrease.  Tliat  is,  at  a certain  \\u\nt  the 
elfect  ivaHies  a mariniunt,  and  then  diminislies. 

We  have  exactly  an  analogous  Hass  of  cases 
in  Political  Economy. 

It  Avonbl  be  perfectly  ]tossible  to  builil  lionses 
lhat  Avould  last  1,000  years.  In  laying  out  a sulll- 
Hont  (piantily  of  money  and  lalmr  upon  tliHr  con- 
struction. Blit  it  is  AVell  kiioAvn  it  Avould  not  be 
so  ju’olitabli'  to  do  so,  as  to  build  them  to  last  for 
a shorter  time.  That  is,  it  is  bad  economy  to 
build  houses  to  la.st  beyond  a certain  time. 

On  the  other  hand,  it  Avould  be  bad  economy  to 
build  hollies  lhat  would  last  too  short  a time.  It 


might  be  ]iOr'*ible  to  build  house-  only  to  la-t  lo 
year-.  But  it  Avoiihl  be  very  bad  ec«inomy  to 
build  liott.^iS  in  a toAVij  so  a-  to  r»‘qiiire  \o  be  re- 
neAA'ed  every  10  yiair-.  Ili-m  c*  it  would  lie  laid 
economy  to  build  Iioum*s  to  la.-t  too  -hort  a time. 

lienee  w'c  .-ei?  tliat  lher«;  is  >ome  jioint  iM  tweru 
10  years  and  1,000,  for  whicli  time  it  is  nio-t  ad- 
A'autageous  to  bnihl  a bouse  to  lu-t.  llenei*  there 
is  a majrimntn  of  advaiitatfe  Avhich  exi-t-.  And  to 
discoA'er  that,  is  a ilirect  problem  in  the  Dilferen- 
tial  Calculus. 

17H.  Many  ancient  housekeeper-,  especially  in 
the  Iliglilunds,  mourn  over  the  degem  racy  of  the 
modern  “ najiery,”  as  they  call  it,  bed 

and  table  linen.  In  their  younger  days,  it  avus 
nuule  by  the  villagers,  Avith  tlieir  handl'M>ms,  and 
Avas  so  excellent  that  it  avouM  la.-t  for  generations. 
The  modern  manufacture,  made  by  machinery, 
in  cA'erv  AA  av  inferior  in  durabilitA*,  but  then  it  i.s 
only  one-third  of  the  price.  But  it  is  much  Ixuter 
economy  to  pay  only  one-third  of  the  price,  and 
have  a stuff  AA'hich  Avill  last  only  one-third  of  the 
time,  than  to  pay  doAvn  three  times  as  much 
capital  to  have  a sUift'to  last  three  times  as  long, 

179.  The  same  consideration  is  ai»piicable  to 
agi'iculture,  and  sheAvs  the  fallacy  of  the  Uieardian 
'Theory  of  Bent.  Bicardo  atlirms  that  the  l)est 
lands  are  al\A'ays  the  first  cultiA-ated;  that  Avhen 
lauds  of  the  second  quality  arc  brought  into  culti- 
vation, then  rent  commences  on  the  first,  and  that 
CA'ery  increased  (quantity  of  produce  is  always 
obtained  by  a constantly  increasing  quantity  of 
labor  and  expense,  the  latter  alAA  uys  increasing  at 
a much  gi'eater  ratio  than  the  former. 

Any  one  avIio  kiioAvs  anything  of  agriculture, 
kuoAA^s  perfectly  Avell  that  this  broad  as.sertiou  is 
a complete  delusion.  In  an  immense  niultinide 
of  cases,  it  is  perfectly  possible  to  lay  out  sums  cU* 
money  and  labor,  or  to  exj>end  capital  on  land  so 
as  to  cause  a A'ory  much  greater  prop<»rtionaie  in- 
crease of  produce.  "We  are  very  far  indeed  frt)in 
saying  that  this  Avill  go  on  for  CA'cr.  It  is,  in  fact, 
an  example  of  a maximum.  Ncav  scientific  di— 
coA’ories,  now’  manures,  iioav  methods  of  cultiva- 
tion, may,  ami  do,  giA'c  returns  greatly  exceeding 
the  increased  expense,  or  capital.  What  that 
maximum  is,  Ave  believe  is  A ery  far  from  being 
discovered  yet,  ami  it  is  very  dhlicult  to  >ay  w hat 
it  may  become  in  the  progres>  of  agriciiltiu*al 
science. 


Tims,  for  instance,  the  discovery  of  deep  drain- 
ing produced  returns  far  greater  than  the  capital 
laid  out.  Agricullural  improvements  have  been 
found  witliiii  reeeiit  years  to  be  the  mo-t  profit- 
able of  all  iuve.-iments.  The  returns  from  the 
use  of  guano  liave  greatly  exeeedod  the  propor- 
tionate expense.  In  faet,  tiie  progres.-  of  agrieul- 
tural  science  has  entirely  overthrown  the  ba-i-  of 
tiie  Bieardian  theory  of  rent  ami  Mahhu-'''  iloe- 
trino  of  population,  even  if  they  avciv  not  both 
entirely  erroiiei'US  on  other  grounds.  (Kent; 
roei'LATioN.) 

ISO.  in  accordance,  then,  with  the  original 
meaning  of  the  worth  and  the  opinions  \>l‘  tin-  im- 
I meiise  m:iji»rity  of  Ectniomists.  avo  adopt  the  view 
that  an  Economic  Element  b,  or  is  not,  c.ii>ital 
accoriiing  to  tlie  intontitm  of  the  person  \n  ho  uses 
it,  ami  de]H'iids  iiptni  the  iiielhiH  t»f  hi-  u-big  it, 
ami  ill  uo  Ava\  A\liatever  upon  the  nature  t»f  the 
thing  it-elf.  \\  e rejrct,  however,  the  iiU‘a  of  its 
j being  the  result  of  pa-t  human  lalKn*.  .i-  an  e-seii- 
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tiill  elyiiiciit  (.if  the  tlHiiiition.  But  Capital  itself 
i'i  liivuied  into  species;  ami  avc  may  remark  tliis, 
that  as  the  tumlamental  eoiiceptioii  of  capital  ile- 
pi'iids  upon  iiiteiition.  and  method  (>f  use,  and  not 
npmi  the  nature  of  the  tliiiifr  itsolf,  so  a similar 
anaIo*^^y  must  hr  maintained  in  the  different  vari- 
etic’^  ot  C ajiitai  itself.  They  must  depend  np(ui 
the  method  of  nsi*,  and  not  upon  the  nature  of  the 

^Vhe^  Commodities  are  used  as  Caj>ital.  thev 
are  use<l  for  the  purpose  of  profit,  which  is  usnally 
frained  by  exchanges.  But  this  may  happen  in 
two  ways. 

1.  The  entire  article  may  be  parted  with,  and 
tlu*  Miiole  profit  madr  in  one  operation. 

2.  Oi*  else  the  article  may  remain  the  property 
of  the  Capitalist,  ami  he  may  deriv-  a profit  from 
its  use,  either  by  letting  it  out  or  otlu  rwise.  In 
this  case  only  a portion  of  the  profit  is  made  in 
each  operation. 

^ In  the  first  case,  it  is  clear  that  the  entire  ca- 
pital, as  Well  as  the  profit,  must  be  repaid  in  one 
operation.  In  the  second,  as  most  capital  wears 
out  by  u>e,  a portion  of  the  income  made  at  each 
ojieratioii  goes  to  replace  the  caj)ital,  and  a portion 
to  profit. 

Adam  Smith  says,  B.  IT.  Ch.  I.  “ There  are 
two  different  wa\>  in  which  a capital  may  be 
ein]doyed  so  as  to  yield  a revenue  or  j>rofit  to  its 
employer. 

“ 1st.  It  may  be  emidoyed  in  raising,  manufac- 
turing, or  imrcliasiiig  goods  and  selling  tiiem 
again  M'ith  a profit.  Thecujtilul  emjtioyed  in  this 
manner  yields  no  revenue  or  profit  to  its  euiplover, 
while  it  either  remains  in  his  posses;?ion,  or  con- 
tinues in  the  same  shape.  The  goods  of  the 
merchant  yield  him  no  revenue  or  protit  till  he 
sells  them  ti»r  money,  and  the  money  yieltls  him 
as  little  till  it  is  again  exchanged  for'gouds.  Ilis 
cajiiial  is  continually  going  from  him  in  uiie  slia])c, 
and  returning  to  him  in  another,  and  it  is  ouly  ' 
by  means  of  such  circulation  or  succO'^sive  ex-  | 
changes,  that  it  can  yield  him  any  pnifit.  Such  | 
capitals  therefore  may  very  jiroperly  be  called 
circulating  capitals. 

2nd.  It  may  be  employed  in  the  improvemnit 
of  laud,  in  the  purchase  of  useful  ma.  iiiiies  and 
instrument.,  of  trade,  or  in  such  like  things  as 
yield  a revenue  or  profit  without  changing  iiias- 
lers  or  circulating  any  further.  Such  capitals, 
therefore,  may  very  proi>erly  be  called  fixed  cu- 
pitul.-^.” 

Adam  Smith,  therefore,  in  perfect  harinoiiy 
with  his  fundamental  conception  of  capital,  makes 
tliedistiuction  between  circulating,  or  floating,  and 
fixed,  capital  to  lie  in  the  method  of  use.  He  ' 
says,  fixed  capital  coiisi.'sts  chiefly, — - 

1st.  Of  all  u.setu!  inachiue.s.  and  instrnment.s 
of  trade,  which  facilitate  and  abridge  labour. 

“2ud.  Of  all  those  i»roliiable  buildings,  which 
are  the  means  of  procuring  a revenue,  not  ouly  to  ^ 
their  iirojn'i.'tor  who  lets  them  for  a rent,  but  to 
the  Jjersua  who  poose.s.ses  them,  and  pays  that 
j eiit  for  tlicui ; such  a.s  shops,  warehouses^  wurk-  ' 
hon.ses,  farm-houses,  with  all  their  neces.sarv  I 
buildings,  stables,  granaries,  isce.  These  are  very  I 
dilfeivnt  from  mere  dwcdling-houses.  Tliey  are  I 
a ^oit  of  iiiairumcnts  of  trade,  and  may  be  coa- 
bidcred  in  tito  same  light, 

drd.  Of  the  improvements  of  land,  of  what 
na.:  been  profitably  laid  out  iu  clearing,  draining, 
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enclosing,  m inuring,  and  reducing  it  into  the 
condition  most  proper  for  tillage  and  culture.  An 
improved  l inn  may  very  justly  be  regarded  in  the 
same  light  as  those  useful  machines,  which  faidli- 
tate  and  alwidge  labour,  and  by  means  of  which  an 
equal  circulating  capital  can  atford  a much  greater 
j revemic  to  its  employer.  An  improved  farm  is 
' eijually  adx  autageous,  and  more  durable  than  any 
j ot  tliose  machines,  frequently  requiring  no  other 
; repairs  than  the  most  pntfitableapi>licatumof  the 
. farmer’s  capital  employed  in  cultivating  it. 

I “4th.  Of  the  ac(|iiircd  ami  useful  abilities  of 
, all  tlie  inhabitants  or  members  of  the  society.  The 
I acquisition  of  such  talents,  by  the  maintenance 
j of  the  acquiror  during  his  eilucation,  study,  or 
I apprentice.-lup,  always  co.^ls  a real  expense,  which 
is  a capital  fixed  and  realised,  as  it  were,  in  his 
person,  d hose  talents  as  they  make  a part  of  his 
future,  so  do  they  likewise  of  that  of  the  society  to 
which  he  belongs.  The  imju’oved  dexterity  of  a 
worktuaii  may  be  considered  in  tlie  same  li;jht  as  a 
macliiiie  or  instrument  of  trade,  which  facilitates 
and  abridges  labor,  aud  which,  though  it  costs  a 
certain  expense,  repays  that  expense  with  a 
]>rofit.” 

This  Iasi  paragrajih  is  deserving  of  especial 
notice,  because  it  has  been  almost  universally 
I sujtposed  that  Adam  Smith  confines  AVealth  to 
material  objects.  J.  B.  Say  and  Malthus  both 
tliought  so.  But  this  is  seen  to  be  a eomjilete 
error,  as  he  espeeially  enumerates  mental  or  iii- 
lellectnal  abilities,  and  edneation,  as  ])art  of  tlie 
cajjital  ol  tlie  nation.  The  eoufiisiun  has  arisen 
from  Adam  Sniitirs  self-contradiction.  For  under 
labor,  he  classes  all  labor  as  unjiroductive,  wliich 
does  not  fix  ami  realUe  itself  in  soim;  material 
vendible  commodity.  Tliis  passagi*  quite  eontra- 
dicts  the  one  we  have  just  f[iioted,  and  it  Is  the 
one  on  lul>or,  which  authors  have  chiefly  re- 
garded. (I-AIIOH.) 

1«1.  Circulating  Capital,  Adam  Smith  says 
consists  of — 

Ht.  Of  tlie  money  by  means  of  which  all  the 
otlier  three  are  cireulated  and  distributed  to  their 
proper  consumers. 

2nd.  Of  the  stock  of  provisnms,  \shich  are  in 
the  possession  of  the  butcher,  the  grazier,  tlie 
fanner,  the  corn  mereliaiil,  tlie  brewer,  &c.,  ami 
from  ilie  sale  of  which,  they  expect  toderivcajirolii, 

ard.  Of  the  materials,  wlietlier  aitogetin-r 
rude,  or  iimre  or  less  manufactured,  of  clothes, 
furniture  ai  d building,  wliich  are  not  yet  made 
up  inPj  any  ot  those  three  .diapes,  but  which  re- 
main iu  the  Iiamis  of  tlic  growers,  the  maiiufae- 
turers,  the  mercers  and  draj>er.'5,  tlic  limber  mer- 
diaut.s,  the  carpenters  ami  Joiners,  the  brick- 
makers,  &c. 

4t!i  and  L ist.  Of  the  work  which  Is  nunh;  uji 
and  completed,  but  whieh  is  still  in  the  hands  of 
the  merchant,  or  manufacturer,  aud  not  yet  dis- 
posed of  or  distributed  to  the  jiroper  constinuTs; 
cticli  as  tiie  fi-imlied  work  whieh  we  fi’ccpiciilly 
find  ready-made  in  lUe  shops  of  the  smith,  the 
cabliiel-nuker,  the  g'>ld."mith.  tlie  jeweller,  ihe 
ehiiia-mcriihaiit,  kc.  The  eirculaiing  capital  con- 
sists in  this  manner  of  tlie  ju'ovisioiis,  materials, 
and  lini-died  work  of  all  kinds  that  are  in  the 
hands  of  their  respective  dealers,  ami  of  ilie 
mon-  y tliat  is  necessary  for  circulating  and  dis- 
tributing them  to  those  who  are  finally  to  use  or 
to  coiisu.nc  them. 
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“ Of  tlieso  fourparts,  three,  provision?,  materials, 
and  finished  w'ork,  are,  either  annually,  or  in  a 
longer  m*  shorter  period,  regularly  witlidrawii 
from  it,  ami  jilaced  either  in  tlie  fixed  capital,  or 
in  the  stock  resfTved  for  immediate  consumption. 

“Every  fixed  capital  is  both  originally  derived 
from,  and  requires  to  be  continually  siiiiportcd  by 
a (drcnlating  capital.  All  useful  machines,  and 
instruments  of  trade,  are  originally  derived  from 
a circulating  capital,  which  furnishes  the  materials 
of  which  they  are  made,  and  the  maintenance  of 
the  workmen  who  make  them.  They  require, 
too,  a capital  of  the  same  kind  to  keep  them  in 
constant  repair.  ” 

> 18*2.  It  is  clearly  to  be  understood  that  it  i.s 

according  to  the  method  in  which  any  article  of 
Capital  is  used,  ami  not  according  to  its  nature,  that 
it  receives  the  name  of  fixed  or  circnlatiiig.  The 
^ same  article  may  receivti  dift'erent  names  accor- 

ding as  it  passes  to  dift'erent  owners,  who  produce 
it,  or  cause  it  to  be  produced  for  dift'erent  purposes. 
Tlie  same  article  may  be  capital  in  the 

hands  of  one  man,  and  fixed  capital  in  the  hands 
of  its  next  juissessor,  if  the  fir.st  jiroduces  it  for 
the  jmrpose  of  selling  it,  and  the  second  pur- 
chases it  for  the  purpose  of  deriving  an  income 
from  its  use. 

The  distinction  may  also  bo  stated  thus.  That 
if  the  whole  ])rice  of  an  article  is  paid  out  of  the 

tj  cniTent  income  of  the  country,  it  is  capi- 

tal; but  if  only  the  interest,  or  revenue  derived 
from  its  use,  then  it  eapital.  This  distinc- 

tion is  often  overlooked,  and  tile  term  fixed  capital 
is  ajiplied  to  articles  of  a certain  nature.  Thus 
houses,  lands,  inaehiuery,  railways,  and  sliips  are 
^ fn-tiuenlly  termed  fixed  euintal."  But  this  is  an 

error.  IfaiK-rson  employs  his  capital  iu  build- 
ing houses  for  the  purpose  of  selling  them  again 
immediately,  they  are  ftoutiug  capital  in  his  hands, 
for  their  price  is  paid  iu  one  operation.  This  is 
^ by  no  means  uncommon.  But  if  another  man 

buys  tliem  for  the  purpo.se  of  letting  them  out  to 
tenants,  ami  so  only  (leriving  a revenue  fur  his 
capital,  they  become  fixed  capital  in  his  hands. 
Many  persons  buy  land  on  speculation,  for  the 
jmri>ose  of  selling  it  again  at  a iirotit.  The  laud 
in  tin!  hands  of  tliese  jobbers  Is  tloating  capital, 
but  if  another  man  buys  that  land  for  the  purpose  i 
of  letting  it  out  to  fanners,  or  cultivating  it  him-  j 
self,  and  .so  only  making  a revenue  of  it,  it  becomes  , 
fixed  caiiital  to  him.  It  is  the  same  with  ma-  : 
chinery.  To  the  machine  maker,  who  uiake.s  it 
for  the  purpose  of  selling  it  to  the  manufacturer, 
it  Is  tloating  eaidtal.  In  the  hands  of  the  inaim- 
faeimvr,  who  buys  it  for  the  purpose  of  iiicreaslng 
the  quantity  of  his  productions  by  its  use,  and  so 
only  making  a profit  of  it,  it  becomes  fixed  capital. 

• Hence  we  may  state  generally  that  all  articles, 

w hatever  be  their  nature,  while  they  are  iu  tiie 
hands  of  a person  who  deals  iu  them,  that  is,  who 
produces  or  buys  them  for  the  purpose  of  selling 
' them  again  w ith  a ]n*o(U,  a>  soon  as  he  can,  are 

tloating  eaiiilal.  As  soon  as  they  ]iass  into  the 
hands  ot  a person  w ho  only  makes  a profit  by 
iiitere.st  derivable  from  their' use,  they  are  fixed 
capital. 

183.  The  articles  we  have  just  mentioned  are, 
it  is  true,  generally  produced  witli  the  intention 
of  their  ultimately  becumiug  fixed  capital;  but 
we  have  shewn  that  they  may  or  they  may  not 
be  fixed  capital  when  tliey  iu*e  produced,  accord- 
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ing  to  ditb*rent  circumstances;  and  nnhs.s  we 
know  what  tliesc  circnm.-taiices  are,  it  is  im]ios- 
sible  to  decide  which  name  is  to  be  given  to  them. 
It  may  also  l>e  easily  shewn  how  articles  which 
are  nsnally  cla.ssed  as  tloating  capital  may  be- 
come fixed  caintal.  Furniture  and  clothes  wouhl 
usually  be  termed  floating  capital,  because  they 
are  generally  made  for  the  pur[»o.se  of  being  sold. 
But  if  a person  made  them  for  the  ]nirpose  of 
only  letting  them  out  for  hire,  they  w<mhl  Itecome 
fixed  capital  in  his  hamls.  An  ordinary  tailor 
usually  makes  clothes  to  be  sold  to  hiri  customers; 
they  are  therefore  tloating  capital  to  him.  But 
in  the  hamls  of  a person  who  let,s  out  unifiirms 
and  dres.se.s  for  particular  occasions,  they  become 
fixed  capital,  Just  as  much  fixed  capital  as  a 
house  or  a mill  So  if  an  npludsterer  lets  out 
furniture  for  hire,  it  becomes  fixed  capital  as 
much  a.s  any  railway. 

AVe  thus  see  how  impn.iper  it  is  to  apply  the 
term  either  of  floating,  or  fixed,  capital  to  any 
object,  whatever  be  its  nature,  unless  we  know 
the  intention  of  its  owner  in  u>ing  it.-  There  are 
very  few  articles  to  whieii  the  name  of  fixeil 
caj)ital  may  be  invariably  applied — none  to  whieh 
it  is  necessarily  applied.  Those  to  which  it  may 
be  apitlied  w'irh  the  least  risk  of  error  are  rail- 
ways, canals,  docks,  aud  agricultural  improve- 
ments. I’he  instances  are  verv  rare  in  which 
raihvays,  &c.  are  made  for  the  pnrjiose  of  being 
sold.  If  that  did  happen,  they  would  liave  to  be 
called  floating  capital  iu  the  hands  of  such  a iier- 
soii,  or  such  a company.  Nor  are  there  any 
articles  wliich  are  necessarily  floating  capital. 
The  mode  of  expending  capital  which  is  almost 
invariably  floating  cajiital,  is  the  w ages  of  labour. 
In  all  oniinarv  cases  in  this  country  the  wages  of 
of  labor  are  floatiug  capital.  But  in  slave  coun- 
tries the  case  is  diflereut : there  a slave  is  iixed 
capital,  like  any  machuie.  The  same  thing  oc- 
curs, to  a certain  extent,  iu  this  country,  where 
people  sonieiimes  enter,  as  it  were,  into  a species 
of  modified  servitude.  It  is  not  uiiusual  fur  emi- 
nent singers  and  musicians  to  contract  to  serve 
the  large  musie-sellers  for  a definite  period,  during 
which  their  enqtloyer  has  the  right  to  let  them 
out  for  hire  on  occasions,  like  instruments  or 
plate. 

184.  To  the  capitalist  who  lives  merely  on 
the  [trofits  of  his  capital,  it  may  make  very  little 
difierenee  whether  he  reaps  that  profit  iu  one 
uiKTutiou,  or  in  many,  as  the  result  must  always 
be  the  same  to  him  iu  the  end.  But  to  the  chu>s 
of  per.sons  who  live  by  their  daily  labor — tlic 
workmen  in  his  business — the  ditfereucc  in  the 
mi_»de  of  employing  capital  may  make  a very 
great  dilfereuee.  Thus,  if  the  builder  of  a ship 
means  to  sell  it  immediately,  and  be  jiaid  the 
whole  price  for  it  at  once,  he  will  employ  that 
money  iu  building  another  ship ; and  the  full 
amount  of  the  price  of  the  ship,  dediieting  the 
part  whieh  goes  to  support  liimself,  w ill  be  ex- 
pended iu  tile  wages  of  the  sluiiwrights,  and  on 
the  pi\)dueers  of  the  materials  for  the  new  ship. 
In  this  ease  it  is  tloating  ca}fital.  But  it’  the 
builder  of  the  ship  changes  his  purpose,  and 
ouly  lets  it  out  fur  hire,  and  ouly  receives  a 
periodical  iustulmeiit  for  its  use,  he  can  only  em- 
ploy that  [lurt  which  represents  the  deterioration 
ill  building  a new  ship,  Consequently,  if  he 
changes  tlie  nature  of  his  business  very  suddenly, 
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that  if  tie  siuhleiily  chaiif^cs  his  ttoatinj^  into 
tixed  capital,  the  fund  applicahlc  to  tlie  promotion 
of  lahor  will  be  ^Tcatly  (liminished,  ami  it  mii^t 
iiilallil)ly  cau^e  j^reat  distress  amon^'  the  persons 
who  Were  ileianuient  on  liim  for  their  suj^port. 
Hy  seckin;X  other  ein]>lovinents  they  may,  porhaj)s, 
ultimately  be  as  well  off  as  l)efore  i but  it  is  quite 
clear,  that  if  a larf^e  number  of  persons  have  been 
accustomed  to  liave  a particular  kind  of  labor 
found  for  them,  any  sudden  change  by  which  the 
system  is  disorganized,  must  in’oducc  at  least 
temporary  distress.  It  might  be  said  that  the 
capita!  of  tlie  }mrehaser  of  the  ship,  instead  of 
giuug  to  the  builder  of  the  ship,  and  being  spent 
among  that  class  of  Avorkmcn,  might  be  employed 
in  encouraging  other  sjtecies  of  industry,  so  that 
the  result  to  the  whole  community  would  be  the 
."ame.  Hut  the  overthrow  of  any  system  upon 
whicli  a groat  number  of  people  depend,  must  be 
followed  by  mucii  suffering.  It  appears,  then, 
tliat  the  conversion  of  floating  into  fixed  capital 
re(|uir(‘s  to  be  done  with  much  caution,  and  oidy 
in  certain  quantities  at  a time,  to  avoid  its  being 
injurious  to  the  interests  of  large  classes  of  jier- 
sons.  And  if  a large  class  of  the  public  are  seized 
M itli  a sudden  mania  Ut  convert  an  unusual  quan- 
tity of  tlteir  floating  into  fixed  capital,  it  must 
inevitably  be  followed  by  at  least  teiiijiorary  dis- 
tress. The  truth  of  these  remarks  was  consiii- 
cuoiisly  veritied  by  the  universal  distress  through- 
out the  country,  at  the  time  of  the  gi’eat  railway 
mania  in  1H4G,  and  subsequent  years.  The  first 
railways  were  successful  beyond  all  expectation. 
In  a few  years  a complete  mania  for  buying  rail- 
Acay  shares,  and  constructing  new  ones,  kdzed  the 
]ieople.  Traders  withdrew  their  capital  from 
tlieir  legitiumle  business  to  invest  it  in  railway 
stock.  Thej'  changed  it  from  floating  into  fixed 
capital.  Every  one  knows  tlic  consequences. 
The  most  inten.se  distress  pcrva<lcd  the  country 
for  many  years.  The  frightful  sums  lavished  on 
these  undertakings,  has  sunk  their  value  for  a 
long  period  of  years ; and,  judging  by  the  present 
value  of  railway  stock,  nearly  one-third  of  the 
money  invested  in  them  has  beeu  lost  for  the 
present. 

185.  The  distinction  between  floating  and  fixed 
capital,  as  stated  above,  and  which  entirely  coin- 
cides witli  that  propounded  by  Adam  Smith,  pre- 
sents one  that  is  clearly  founded  in  nature,  and 
one  whicli  is  attended  witli  important  conse- 
quences. Moreover,  it  is  in  harmony  with  the 
fundamental  eonception  of  capital  itself,  because 
it  is  clearly  founded  on  a difference  in  the  method 
of  use.  Kicardo  totally  failed  to  see  the  true 
ground  of  the  distinction,  and  has  introduced  a 
new  one,  which  has  been  a source  of  much  cou- 
fusion.  lie  says,  p.  25, — 

“ In  tlie  former  section,  wc  have  supposed  the 
implements  and  M'capons  necessary  to  kill  the 
<leer  and  salmon  to  be  equally  durable,  and  to  be 
liie  result  of  the  same  (luantity  of  labor,  and  we 
have  seen  that  tlie  variations  in  the  relative  value 
of  deer  and  salmon  depended  solely  on  tlie  vary- 
ing quantities  of  labor  necessary  to  obtain  them  ; 
but  ill  every  state  of  society  the  tools,  implements, 
buildings,  and  machinery  employed  in  different 
trades  may  be  of  various  degi’ees  of  durability, 
ami  may  require  difi’erent  portions  of  labor  to 
produce  them.  The  proportions,  tmi,  in  which 
the  capital  that  is  to  support  labor,  and  the  ca-  ' 
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j pital  that  is  invested  in  tools,  machinery,  and 
buildings,  may  be  variously  combined.  T'lds  dif- 
ference in  the  dogi’cc  of  durability  of  fixed  cai»ital, 
and  this  variety  in  the  proportions  in  which  tlie 
two  siU'ts  of  capital  may  be  combined,  introduce 
another  cause,  besides  the  givater  or  less  quantity 
of  labtu*  necessary  to  produce  commodities  for  the 
variations  in  their  relative  value — this  cause  is 
tlie  rise  or  I'all  in  the  value  of  labeu*. 

“The  food  and  clothing  consumed  by  the  la- 
borer, the  buildings  in  which  he  works,  the  imple- 
ments M'ith  Avhich  his  labor  is  assisteil,  are  all  of 
a iierishabb'  nature.  Tliere  is,  however,  a vast 
difference  in  the  time  for  which  these  difierent 
ca]dtals  will  endure:  a steam-engine  will  last 
longer  thaii  a ship,  a ship  than  tlie  clothing  of 
I the  laborer,  and  the  clothing  of  the  laborer  longer 
I than  tlie  foi-d  which  ho  consumes. 

According  as  capital  is  rapidly  perishnhlt\  and 
requires  to  he  frequently  reproduced^  or  is  of  slow 
coiisuuiptiffnf  it  is  classed  under  the  heads  of  circu^ 
lating  orfxpd  capital,  A brewer  whose  buildiug.s 
ami  maciiin-Tv  are  valuable  ami  durable,  is  said 
to  employ  a largo  portion  (»f  fixed  capitai ; on  the 
contrary,  a hoemaker  whose  capital  is  chietly  em- 
! i>loyed  in  payment  of  wages  which  are  expended 
on  food  and  clothing,  commodities  more  perish- 
able tlian  buildings  ami  machinery,  is  said  to 
enqiloy  a largo  projiortion  of  his  capital  as  circu- 
lating capital. 

“It  is  also  to  be  observed  that  the  circulating 
capital  ma}  circulate  or  bo  returned  to  its  em- 
ployer in  very  uneipial  times.  The  wheat 
bought  by  a farmer  to  sow,  is  cumjiaratively  a 
fixed  capital  to  the  wheat  purchased  by  a baker 
to  make  into  loaves.  One  loaves  it  in  the  gTomid, 
andean  obtain  no  return  for  a year;  the  other 
can  get  it  ground  into  flour,  sell  it  as  bread  to 
his  customei  s,  and  Iiave  his  capital  free  to  renew 
the  same,  or  commence  any  other  employment  in 
a week.  ” 

The  reader  will  at  once  perceive  that  this  is  a 
distinction  of  a totally  different  nature  from  that 
of  Adam  Smith.  It  is  contrary  to  the  funda- 
mental conception  of  capital.  Kicardo  himself 
says  in  a note  to  the  above  passage,  “ A division 
not  essential,  and  in  which  the  line  of  demarca- 
tion cannot  be  accurately  di-awn.  ” This  last 
observation  is  perfectly  true,  it  is  utterlv  im- 
])ossiblc  to  draw  any  line  whatever,  founded  in 
such  a principle.  Articles  are  of  all  sorts  ami 
degi'ecs  of  durability,  and  if  durability  Ix'  the 
criterion  between  fixed  and  floating  capital,  it  is 
wholly  impMssible  to  tell  Mhere  one  sliades  off 
into  tlie  other.  It  is  a violation  of  the  Law  of 
Contiuuitv. 

186.  The  considerations  we  have  presented  of 
the  nature  of  capital  entirely  overthrow  manv  of 
the  establish  -d  doctrines  of  capital.  That  is‘thc 
very  same  n mark  is  apidicable  to  them  that  Dr. 
Whately  has  applied  to  value,  and  the  saiin‘  thing 
must  be  done  to  them  as  we  have  already  done  to 
the  deflnitiou  of  capital.  They  must  be  cleared 
of  accidental  circumstances.  Thus,  one  of  the 
received  docirines  of  cajiital  is,  that  it  necessarily 
wears  out,  and  is  all  replaced  out  of  iucomc. 
Thus,  Adam  ISiuith  says,  Hook  II.,  ch.  I., — 

“ Every  fixed  capital  is  both  originally  derived 
from,  and  rctiuiresto  be  continually  supported  by, 
a circulating  capital.  All  useful  machines  ami 
instruments  of  trade  are  originally  derived  from 
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a circulating  capital,  which  fiirnisbes  the  materials 
of  which  they  are  made,  and  the  maintemince  of 
the  workmen  mIio  make  tlieni.  They  require, 
too,  a capital  of  the  same  kind  to  keep  them  iu 
constant  repair.” 

Thi.s  doctrine  has  been  repeated  in  different 
varieties  of  form  by  nearly  every  Economist  since 
Adam  Smith,  Thus,  .7.  H.  Say  says,  besides  Avhat 
we  have  already  (piotcd  in  g 22,  at  p.  578,— 

“ Un  tel  laiigage,  messieurs,  est  tout-a-fait  eu 
arriere  de  I’etat  actuel  de  nos  counoisances  eco- 
noiniques.  11  est  de  ressence  des  capitaux,  non 
d'etre  iuconsommables,  mais  an  contraire  dc  se 
consonunei*.  11s  ne  ]ienveiit  servir,  <|u'en  se  con- 
sommant  sous  line  forme,  pour  nqmniitre  sous 
line  autre;  ct  nieine  plus  la  cousoinmatiou  eii  est 
l>rompte,  ctmoins  long  temps  oneu  perd  riutoret. 
Aussi  ijuaml  on  a nne  portion  do  cajiital  cn 
argent,  cherche-t-oii  a la  transfornur  le  plus  tot 
po.ssible  en  line  inarcluuidise  consoimnable,  on  cn 
main  d'eruvre,  qui  est  aussi  une  denreo  consom- 
nuible.  Tant  qu'un  capital  reste  en  ecus,  il  pent 
etre  destine  a faire  des  avances  a la  production 
mais  il  ii’eii  fait  jioint  encore;  pour  deveiiir  utile, 
il  faut  (pfou  le  troqiic  coutro  des  objets  dc  coii- 
sominatioii.” 

Jsow,  it  may  be  necessary  here  to  inform  our 
rcadi‘rs,  that  by  consommatiou  J.  H.  Say  means 
destruction.  (Conscmption.)  This  is  one  of  the 
fumlameiital  errors  of  his  system  of  Political  Eco- 
nomy, which  we  have  fully  examined  in  its  proper 
]ilace.  Hut  the  moaning  of  the  above  passage  is, 
that  Cai»ital  is  necessarily  destroyed  to  be  rcjiro- 
duced.  Hut  liere  we  have  one  of  liis  incon- 
sistences, for  he  fully  admits  money  to  be  a 
sjiecies  of  Capital,  and  yet  immey  is  in  no  way 
destroyed  in  iierforming  an  excliange. 

]Mr.  J.  S.  Mill  has  also  been  unfortunately  led 
to  adopt  the  same  doctrine,  as  one  of  the  fumla- 
ineiUal  theorems  resiiecting  Ciqtital,  p.  87, — 

“A  third  fundamental  theorem  resi»ccting  Ca- 
pital, closely  connected  with  the  one  last  discussed, 
is,  that  although  saved,  and  the  result  of  saving, 
it  is  nevertheless  consumed.  The  word  saving 
docs  not  imply  that  what  is  saved  is  not  consumed, 
but  only  that  it  is  not  consumed  by  the  person 
who  saves  it.  If  merely  laid  I13'  for  future  use, 
it  is  said  to  be  hoarded  ; and  wliile  hoarded,  is  not 
consumed  at  all.  Hut  if  employed  as  capital,  it 
is  all  consumed,  not  indeed  by  the  capitalist,  but 
by  Ids  workpeople.  Hart  is  exchanged  for  tools 
or  machinery,  which  are  worn  out  by  use  : part 
for  seed  or  materials,  which  are  destroved  as  such 
by  being  sown,  or  wrought  up,  and  de.stroyed 
altogetlmr  by  the  consumption  of  tlie  ultimate 
jirodiict.  The  remainder  is  paid  in  >vagcs  to  pro- 
ductive laborers,  wlio  consume  it  for  their  daily 
wants,  or  if  they  in  turn  save  any  part,  this  also 
is  not,  generally  speaking  hoarded,  but  (tlirongh 
saving  banks,  benefit  clubs,  or  some  other  eluui- 
iiel),  re-cmployed  as  cai)ital,  and  consumed. 

“The  principle  now  stated  is  a strong  example 
of  tlie  necessity  of  attention  to  the  most  elemen- 
tary truths  of  our  subject;  for  it  is  one  of  tlie 
most  clementarv  of  them  all,  and  vet  no  one  who 
has  not  bestowed  some  thought  on  the  matter  is 
habitually  aware  of  it,  and  most  are  not  willing 
to  admit  it  when  first  stated.” 

187.  AVlieii  we  come  to  examine  the  nature  of 
capital,  according  to  the  extent  of  it  explained  in 
the  preceding  paragraphs,  we  shall  see  that  this 


proposition  is  only  one  of  that  large  class  to  wldrli 
Dr.  AVhately's  remarks  on  Value  are  applicable. 
It  so  liaiq>ens,  that  it  is  true  with  reference  to  a 
very  large  i>ortion  of  capital,  but  as  a general 
jiropositiou  regarding  all  capital  it  is  utterly 
untenable.  In  the  lirst  jtlace  it  is  altogether 
inapplicable  to  that  immen>e  mass  of  ineorporeal 
capital,  ill  the  form  of  shares  and  stock,  wliieli 
we  have  described,  A man  who  }mrchases 
i!IO,CX)Oof  Hank  of  Englaml  Stock  acquires  s*> 
much  fixed  caiutal.  How  does  that  wear  out  I"  or 
how  is  it  consumed  ? How  is  it  consumed  ainl 
reproduced  ? If  a publisher  buys  the  coiyright 
of  a valuable  work,  it  is  fixed  cai>ital  to  him.  Imt 
how  is  il  consumed  and  reproduced  ‘r  Xo  doubt 
the  law  at  iireseiit  says  that  it  shall  not  last  as 
private  property  more  than  42  years,  and  then 
gives  it  to  tlie  public,  just  as  if  one  were  to  give 
land  to  the  public;  but  supinfsing  copyriglit  {0 
be  allowed  to  exist  beyond  that,  and  suppo.-.ing 
the  public  demand  to  continue  for  the  work,  how 
can  this  capital  be  possibly  be  said  to  be  con>umed 
and  reproduced  ? How  could  the  income  of  this 
capital  iu  any  way  whatever  be  apjdied  to  rcTair 
the  loss  or  diminution  of  the  capital  ? Xotliiiig 
whatever  could  iiiqiair  or  inerciuse  tlie  value  of 
the  cajiital,  but  a diminution  or  iiicroaso  of  the 
demand  of  tlie  jmblic.  If  it  were  not  for  this 
arbitrary  law  wc  uiiglit  have  a “ Shakesiiearo 
estate”,  or  a “Milton  estate”,  or  a “Gibbon 
estate”  as  permanent  and  enduring  as  the  land 
itself.  It  is  no  doubt  a very  dangerous  thing  to 
prophecy  about  the  public  taste,  but  if  tliere  were 
one  pro]‘hecy  of  the  smallest  degree  of  danger,  wc 
might  we  think  hazard  the  one  tliat  the  demand 
for  Lord  Macaulay's  AA'orks  will  last  as  long  jls 
the  English  race  and  language,  and  beyond  them. 
AVe  think  it  a jicrfectly  safe  prophecy  to  say  that 
the  copyright  iu  ^Macaulay's  works  would  be 
fixed  cajdtal  to  its  owner,  if  permitted  to  subsist, 
for  centuries  to  come.  Audit  would  be  national 
wealth  in  every  sense  of  the  word,  as  much  a^s 
any  goods  or  commodities,  and  Iioav  can  aw  pos- 
sibly say  that  this  capital  is  aa  orn  out  or  destroyed, 
to  be  reproduced?  The  very  same  remarks  are 
a])plicable  to  the  laud  itself.  It  is  true  that  when 
ajiplied  to  particular  purpose.s  its  qualities  do  wear 
out,  and  require  to  be  constantly  renewed,  at  a 
ctnisiderable  exi>oiise  of  money  and  labor,  as  Avheii 
it  is  a]tplieU  to  agricultural  purposes.  Hut  there 
are  other  jnirposes  to  Avhicli  it  may  be  applied, 
iu  which  it  is  not  Avorn  out,  ami  does  not  require 
rencAval.  If  I possess  an  estate  iu  the  country 
and  let  it  out,  it  is  caiutal  to  me,  and  tliere,  no 
doubt,  the  land  may  be  said  to  Avaut  reneAving, 
and  the  qualities  of  the  land  arc  absorbed  and 
destroyed  iu  the  produce.  Hut  if  1 have  an  estate 
ill  the  heart  of  Lomhin,  AA*hich  pmduces  me  an 
annual  income,  hoAv  do  the  qualities  of  that  land 
Avear  out,  or  Iioav  are  they  reproduced  ? An  acre 
of  land  there  is  Avortli  very  nearly  £1,000,000,  that 
is  to  say  it  produces  an  income  to  its  oAvner  eipial 
to  tliat  of  £1,000,000  invested  iu  any  other  Avay. 
Hut  IiOAv  is  it  consumed  ami  reproduced  ? 

Now  it  so  liai>pens,  it  is  true,  that  there  is  a 
very  considerable  portion  of  Capital  to  Avhieh  that 
proposition  may  be  applied,  but  there  is  also  Ca- 
pital to  the  .amount  of  thousands  of  million.s,  to 
Avhich  it  is  AA'hoIly  inapplicable,  and  consequently 
as  a general  or  fundamcutal  theorem,  it  must  be 
entirely  rejected. 
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1H8.  Tliore  is  another  i»roi>ositiun  which  we 
believe  was  originated  by  JJentluim,  and  which 
Mr.  Mill  calls  fundamental,  mimely,  that  industry 
is  limited  by  Capital.  Now  the  fact  is,  that  this 
proposition  has  no  definite  meaning  at  all,  until 
we  settle  what  Capital  is.  In  the  terms  in  which 
Heiilham  meant  it,  it  is  umIonbt<‘dIy  a complete 
fallacy ; for  he  had  no  notion  of  Caintal,  except 
material  products.  And,  in  fact,  the  disquisition 
on  the  proposition  is  so  mixed  up  with  the  mean- 
ing of  production,  from  the  interpretation  of  which 
as  used  by  a considerable  number  of  Economists 
we  so  entirely  ilissent,  that  it  would  be  too  long 
to  discuss  the  matter  hero.  (Production.) 

Hut  we  mu.st  stop  to  point  out  one  great  fallacy 
of  J.  H.  Say’s,  whose  notions  of  Credit  w'e  have 
examiiu'd  elsewhere.  (Credit.)  lie  savs,  A^ol,  I., 
p.  l;17,- 

“ La  nature  des  cajutaux,  la  nature  de  leiirs 
fonctions,  nous  decouvreiit  des  verites  asscz  im- 
]tortantes.  L'uue  d’elles  est  que  les  capitaux 
prodiietifs  ne  consistent  point  eii  valeurs  fictives, 
et  de  convention,  mais  seiilement  en  valeurs 
reelles,  et  iiitrinseques,  que  leiirs  pitsscsseurs 
jiigent  a propos  de  consacrer  a la  production.  En 
ettet,  on  ne  pent  acheter  dcs  services  prodiietifs 
qif  avec  des  objets  nuUeriels  ayant  une  valeur  iii- 
triuseque;  on  ne  pent  amasser  en  ca}»itaux  et 
transmettre  a une  pei*soniie,  (juo  des  valeurs  iii- 
corporees  dans  des  objets  materiels.” 

AVhat?  Will  not  a bank  note  (which  he  calls 
a fictitious  value)  imrchase  productive  services  of 
all  sorts  as  well  as  money?  Is  it  not  absolutely 
certain  that  instruments  of  credit  perform  exactly 
the  same  function  in  circulation  that  money  does'? 

AVe  have  shewn  already  the  great  error  of 
calling  in>trumeiits  of  credit  fictitious  values. 
They  are  real  values,  but  future.  AVe  have  more- 
over sliown  from  Say  himself,  that  he  has  contra- 
dicted himself  in  saying  that  nothing  but  values 
incorporated  hi  material  objects,  can  be  amassed 
and  transferred. 

I Si).  AA’’e  have  observed  that,  if  the  owner  of 
an  article  dis]>oscs  of  its  use  for  ever,  or  sells  it, 
the  price  should  be  sullicieiit  to  re]ilace  the  article, 
together  with  the  profits.  AA'heii  he  only  lets  it, 
tile  rent,  or  hire,  is  composed  of  one  part  for  the 
deterioration  of  the  artiele,  and  the  other  for  the 
neei'ssary  profits.  From  this  it  follows,  that  the 
more  permanent  the  ai*ticle  is,  the  lower  will  be 
the  relit,  or  hire,  com]>ared  to  the  price,  because,  ' 
assuming  the  profits  to  be  the  si  me,  the  deteriora- 
tion is  less  during  any  given  time.  If  it  be  of  a 
jierishable  nature,  the  hire  will  be  high  compared 
with  the  price,  because  the  deterioration  will  be 
great.  A few  ra.^es  will  verify  this  remark.  The 
rent  of  laud  is  very  low  conqiared  with  the  ]'rice, 
usually  not  more  than  3 or  4 per  cent.,  because 
the  deterioration  is  very  small.  The  rent  of 
houses  is  much  greater  comjjared  to  their  price, 
usually  8 or  9 per  cent,  because  tlie  deterioratiou 
is  greater.  The  hire  of  furniture  is  considerably 
more,  usually  lo  or  20  per  cent.,  because  the 
ileterioration  is  greater  still,  and  so  on,  so  that  ' 
the  hire  must  always  be  greater  as  the  deteriora- 
tiou increases.  From  this  it  follows  that  the  hire 
must  always  be  greater  as  the  deterioration 
increases. 

190.  From  the  observations  in  the  preceding 
paragi-aphs  we  obtain  as  the  fundamental  couceji- 
tion  of  Political  Econoinv  that, — 
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i DEMAND  IS  THE  oni.y  SOURCE  of 
VALUE. 

I 

AA^e  may  liave  things  of  ATiliic  upon  which  no 
labor  has  bem  bestowed,  and  we  may  have  things 
' upon  which  immense  labor  has  been  bestowed, 
and  yet  liav-*  no  value. — 

There/ori  Lauok  is  not  the  Essence  hut  the 
Accident  (>f  A^alue. 

AAT‘  may  have  things  of  ATiIue  of  all  degrees  of 
durability,  from  perpetuity  down  to  those  whicli 
perish  in  the  using;  also  we  may  have  things  of 
all  degrees  of  durability  from  peritetuity  down- 
wards, which  have  no  value. — 

Therefore  Durability  is  not  Hie  Essence,  hut 
the  Accident  of  A’alue. 

AVe  have  shewn  that  there  is  pnqierty  of  gi- 
gantic magnitude  which  is  wholly  incorporeal,  or 
immaterial,  which  is  of  enormous  A"ahu‘ ; also 
tliere  are  abumlance  of  things  which  are  material, 
which  have  no  value. — 

Therefore  Materiality  is  not  the  Essence, 
hut  the  Accident  q/*  Value. 

Hence  neither  labor,  durability,  nor  materiality 
Ls  separately  the  essence  of  A'aliie,  they  are  only 
the  accident.-,  of  A'aliie,  nor  is  any  combination  of 
tliem  iiecessarv  to  ATilue. 

Hut  oil  the  other  hand  whatever  men  desire,  or 
want,  has  value,  whatever  they  do  not  desire,  or 
want,  has  no  value.  AATienever  human  desire  is 
shed  on  any  object  it  has  value,  when  human 
desire  passes  away  from  it,  it  ceases  to  have 
value. 

Thus  demand  is  the  only  source  of  value,  and 
the  measure  of  value  is  what  men  will  give  to 
obtain  what  they  want. 

191.  Speaking  strictly,  anything  is  a measure 
of  value,  wliicli  has  the  capacity  of  being  ex- 
changed. In  fitrmer  time.s  wiien  barter  prevailed, 
and  coiimiodities  were  excliaiiged  ilirectly,  eaeli 
of  course  was  the  measure  of  tiio  other. 

Ill  modern  times,  however,  since  the  introduc- 
tion of  money,  money  has  been  ii.-;ualiy  considered 
as  the  ineasiire  of  value.  Aud,  therefore,  it  has 
been  said  by  Aristotle,  that  demand  is  the  origin 
of  value,  and  money  is  the  measure  of  value. 

Hut  though  the  introduction  of  money  ]n*oduces 
great  advantages  in  commerce,  and  is  found  to 
have  great  i oiiveuieuce,  yet  it  in  no  way  alters 
the  nature  ol  the  thing.  And  though  it  is  u.siial 
to  speak  of  immey  as  the  measure  of  the  value  of 
Commodities  and  services,  yet  commodities  and 
services  are  equally  the  measure  of  the  value  of 
money. 

If  one  man  is  willing  to  give  another  50s.  for 
a quarter  of  wheat,  that  50s.  measures  the  value  of 
the  wheat  to  him.  If  the  other  is  willing  to  give 
a quarter  of  wheat  for  the  50s.,  that  quarter  of 
wheat  measures  the  value  of  the  50s.  to  him. 

Thus  vain-'  sjirings  from  the  reeijirocal  wants 
of  men.  Nothing  can  have  value  independently 
per  se.  The  value  of  my  produce  consists  in 
this,  that  some  one  else  will  give  me  something 
for  it;  the -value  of  that  other  person’s  produce 
consists  in  this,  that  I will  give  him  something 
for  it.  If  each  of  us  Iiave  things  which  the  other 
docs  Hot  want,  those  things  have  no  value.  Or  if 
one  has  things  which  the  other  wants,  but  the 
other  has  m-  things  which  the  first  wants,  there 
can  still  be  no  exchange,  and  consequently  no 
value.  Hence  we  see  that  Value  indispensuhly 
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re(/tnres  the  connirrevce  of  tiro  minds.  As  Mr. 
Samuel  Bailey  says,  (Hailey,)  A\aluo  Ls  like  dis- 
tance, it  denotes  an  external  relation  between  two 
objects.  It  is  also  like  weight,  which  denotes  the 
force  of  attraction  between  two  objects.  To 
suppose  that  an  isolated  object  can  have  value, 
is  as  absurd  as  to  supjiose  that  an  isolated  object 
can  have  distance,  or  that  an  isolated  body  can 
have  weight. 

192.  Hence  we  observe  that  in  order  that  any  ; 
object  should  have  value  we  must  bestow  our  labor  | 
upon  something  some  one  else  wants,  aud  all 
labor  bestowed  upon  anything  which  no  one 
wants,  is  labor  thrown  away  and  lost. 

Hence  in  order  to  make  labor  profitable,  we 
must  observe  what  things  are  Avanted,  or  Avhat 
things  have  value,  and  be.stow  our  labor  on  them. 

Therefore  it  is  perfectly  clear  that,  It  is  not 
Labor  which  is  the  cause  of  Valxu\  but  it  is  Value 
that  attracts  Labor. 

193.  There  are  many  things  we  want  that  we 
must  labor  for  ourselves ; a man  will  often  pro- 
duce himself  what  he  reiiiiires.  lu  such  cjlscs 
we  do  not  consider  whether  the  labor  is  worth 
the  produce,  because  we  should  only  be  too  glad 
to  obtain  the  produce  without  the  labor,  but  we 
consider  whether  the  produce,  or  enjoyment,  is 
Avorth  tlie  labor,  or  trouble. 

if  a man  were  told  that  by  making  a long 
journey  be  aa'ouUI  see  something  \^ery  remarkable, 
and  if  believing  this,  he  incurred  a great  expense 
aud  trouble,  and  found  nothing  Avorth  .seeing,  he 
AA'ould  say  tliat  he  had  lost  his  pains  and  money; 
he  Avoiild  never  suppose  that  the  Avorth  of  Avhat 
he  saAv  depended  upon  the  trouble  and  expense  of 
his  journey.  On  the  contrary,  he  Avould  consider 
Avhether  the  Avorth  of  Avhat  he  saw,  recompeiLsed 
him  for  the  trouble  and  expense  of  the  journey. 

A man  in  London,  hearing  of  the  beauty  of  the 
ruins  in  Upper  Egypt,  goes  to  a great  expense 
and  trouble  to  go  to  see  them.  Does  the  beauty 
of  the  ruins  in  Upper  Egypt  depend  on  the  length 
and  expense  of  the  journey  ? Is  it  not  plain  tliat 
our  traveller  bestows  great  expense  and  trouble 
ill  going  to  Upper  Egypt,  because  he  thinks  the 
beauty  of  the  niius  worth  the  expense  and  trouble  ? 
He  Avould  only  be  too  glad  if  some  kind  fairy 
AvouUl  Avhisk  him  from  London  to  Thebes  in  the 
twinkling  of  an  eye. 

Hence,  uniA'ersally,  it  is  not  the  labor  ivhich 
gives  value  to  the  product.^  but  the  product  which 
gives  value  to  the  labor. 

194.  Hence  aa'g  see  that  Value  resides  alto- 
gether in  the  mind.  AA"e  must  entirely  expel  all 
notions  of  Labor,  Materiality,  or  Durability  from 
the  defmitiou  of  Value.  AA'hatever  men  desire, 
and  will  give  anything  for,  is  an  Economical  Ele- 
ment, no  matter  whether  it  is  material,  or  imma- 
terial, Avhether  it  lasts  for  ever,  or  only  for  a 
second.  Ami  this  for  no  other  reason  Avliatever 
than  because  men  think  them  equal,  amlAvill  giA’e 
the  same  quantity  of  things  to  obtain  them. 

Exactly  in  the  same  AA*ay  we  may  haA'e  a pound 
AA-eight  of  air,  a pound  Aveight  of 'lead,  of  Avater, 
of  iron,  of  cheese,  of  bread,  of  butter,  of  milk,  of 
Avine,  of  clay,  of  Avood,  of  sugar,  of  gunpowder. 
Does  their  materiality,  or  their  durability,  or  tlic 
labor  in  producing  them  infiuence  their  Avei'dit  ? 
Certainly  not.  Why  are  they  all  of  equal  AA^eigdit  ? 
For  the  very  simple  reason — that  they  all  weigh 
a pound! 


It  is  just  the  same  with  Economical  Element';. 
WhateAU*r  may  be  exchanged  for  a ])ound,  is  an 
Economical  Element,  Avhetiier  it  be  material  or 
immaterial,  durable  or  perishable,  aud  these  ele- 
ments are  all  equal  in  value,  and  why  ? For  the 
very  siuqile  reason — that  they  are  all  equal  in 
A'alue  to  a pound ! 

195.  We  hope  that  we  have  satisfied  our  read- 
ers that  labor,  materiality,  and  durability,  must 
all  be  dismissed  from  tlie  coiicei»ti<ui  of  Value. 
There  is  one  thing  more  specious  still,  which  has 
been  advocated  by  very  able  Economists,  a.s  the 
source  of  ATilue — namelv,  Utility.  T’lms,  J.  H. 
Say  makes  Utility  the  iiasis  of  Value;  and  'Mr. 
Senior  says,  p.  13,  “ We  use  the  Avord  Value  in 
its  popular  accc]>tatiou,  as  signifying  that  qnnliii/ 
in  ani/fhing  which  fits  it  to  be  given  and  received  in 
exchange;  or,  in  other  Avords,  to  be  lent  or  sold, 
hired  or  purchased. 

“ So  defined,  Value  denotes  a relation  recipro- 
cally exL'^ting  between  tw-o  objects,  and  the  pre- 
cise relation  which  it  denotes  is  the  quantity  of 
the  one  which  can  be  obtained  in  exchange  for  a 
giA'cn  quantity  of  the  other.  It  is  imi>o.ssible 
therefore  to  predicate  A'alue  of  any  object  without 
referring  expressly,  or  tacitly,  to  some  other  ob- 
jects ill  Avhich  its  value  is  to  be  estimated;  or',  in 
other  Avords,  of  wliich  a certain  quantity  can  be 
obtained  in  exchange  for  a certain  quantity  of  the 
object  in  question." 

196  Now,  in  fact.  Utility  is  a much  more  spe- 
cious basis  of  A'alue  tiiau  either  labor,  materiality, 
or  durability,  and  therefore  Ave  have  reserved  it 
for  separate  discussion.  Hut  Av’ieu  we  examine 
the  matter,  wo  shall  find  that  Utility  cannot  be 
made  the  basis  of  Political  Economy,  because 
utility  itself  is,  A\'e  may  say,  the  result  of  a certain 
state  of  mind.  Dagald  Stewart  has  some  very 
pertinent  remarks  on  this  subject,  (First  prelimi- 
nary  dissertation  to  the  Encyclopaedia  Britaanica^ 
p.  6G.  Eighth  edition.) 

“To  tliis  reference  of  the  sensation  of  colour  to 
the  external  object,  I can  think  of  notlung  so 
analogous  as  the  feelings  aa^c  experience  in  .‘sur- 
veying a library  of  books.  ^Ve  .speak  of  the 
volumes  piled  up  on  its  shelvTS  as  treasures  or 
magazines  of  the  knoAvledge  of  past  ages ; and 
contemplate  them  with  gratitude  aud  rev'ereiice, 
as  inexhaustible  sources  of  instruction  and  delight 
to  the  mind.  Eaxui  in  looking  at  a page  of  print 
or  of  mauuseript,  Ave  are  apt  to  say  that  the  ideas 
j AA'e  acquire  are  received  by  the  sense  of  .sight, 
and  Ave  are  scarcely  couscious  of  a nietajihor 
I when  Ave  employ  this  language.  On  such  occa- 
sions Ave  seldom  recollect  tliat  nothing  is  experi- 
enced by  the  eye  but  a multitude  of  black  strokes 
drawn  upon  ichite  paper.,  and  that  it  is  our  oAvn 
acquired  habits  Avhich  communicate  to  these 
strokes  the  Avhole  of  that  sigiiificaiicy,  whereby 
they  are  distinguished  from  the  uuineaniir*’ 
scrawling  of  an  infant,  or  a changeling.  The 
knoAvledge  Avliich  we  conceive  to  be  i»reserved 
ill  books  like  the  fragrance  of  a rose,  or  the  gild- 
ing of  the  clouds  depends  for  its  existence  on  the 
relation  between  the  object  and  the  PERCI- 
PIENT ^IIND  ; and  the  only  difference  between 
the  two  cases  is,  that  in  the  one,  this  relation  is 
the  local  and  temjiorary  effect  of  ci>iivcntional 
habits ; in  the  other  it  is  the  universal  and  the 
unchangeable  Avork  of  nature.  Tiie  art  of  print- 
ing, it  is  to  be  hoped,  will  in  future  render  the 
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1 trmor  relation  as  well  as  the  latter  coeval  with 
t nr  Species;  Imt  in  the  past  liistory  of  luankuul, 
i is  impossi!)Ie  to  say  how  often  it  may  have 
1 eon  dissolveil.  Wliat  vesti;;es  can  now  be 
1 *aeiMl  of  those  scientific  attainments  which,  in 
« ;ir!y  times,  drew  to  Kirtjpt^  from  every  part  of 
1 he  civilized  world,  all  tiiost*  who  were  anxious 
1 ► be  initiated  into  tlie  mysteries  of  PIiilos(^i>Iiy  ? 

’ 'in*  symbols  which  still  remain  in  that  celebrated 
I nintry  inseril)ed  as  eternal  monuments,  have 
I m;^  lost  the  correspondent  MIXDS,  which  rc- 
I ectedniion  them  their  intellectual  attributes. 

' 'o  ns  tiiey  are  useless  and  silent,  and  serve  only 
t » attest  the  existence  of  arts,  of  which  it  is  im- 
I ossible  to  unriddle  the  nature  and  the  objects. 

“ Variis  nunc  soulpta  ti^juris 

Marmora  truncta  tamen  visuiitur,  nmtaque  nobis; 

Sigua  repertormi  tuimur,  cecidere  roperta.** 

“What  has  now  bet*ii  remarked  with  respect 
t ► frriiten  chnr({ctf‘f\s',  may  be  extended  very 
I i*arly  to  oral  lan^Ha>^e.  When  we  listen  to  the 
I i^coiirse  of  a public  speaker,  elorpieiice  and  per- 
i lasion  Seem  to  issue  from  his  lips,  and  we  arc 
1 ttlo  aware,  that  we  ourselves  infuse  the  soul 
i ito  every  word  that  he  utters.  The  case  is 
t 'cactly  the  same  when  we  enjoy  the  conversation 
( *a  friend.  We  ascribe  the  charm  entirely  to 
1 is  voice  ami  accents  ; but  without  our  co-opera- 
t on  its  piftcney  would  vanisli.  How  very  small 
t le  comparative  proportion  is,  which  in  such 
< ises,  the  words  spoken  contribute  to  the  intel- 
I etual  and  moral  effect,  I have  elsewliere  endea- 
A jured  to  shew.” 

197.  Tliese  remarks  apply  very  stron^dy  to  the 
1 (H'd  Utility.  If  we  admit  utility  as  the  basis  of 
^ aluo,  we  in  fact  open  up  the  whole  of  mental 
r id  mnral  science.  Whellier  an  object  has  utility, 

( 'pends  entirely  upon  the  habits  of  feelii%  and 
t le  percipietd  mind  of  the  person  with  whom  it  is 

1 roujrht  into  relation.  If  utility  is  the  basis  of  ' 
^ alue,  uufortniiately  it  is  not  confined  to  thin;r5 
\ Inch  are  productive  of  benefit.  The  depraved 
t Lste  and  rcckh'ss  character  of  too  lar;^fe  a i>ortion 
c 'mankind  confer  a value  upon  things  of  the 
i:  ost  inLsehicvous  and  noxious  nature.  The  un- 
I ippy  passion  lor  intoxicating  liquors  among  our 
I wer  classes  confers  enormous  value  ou  gin,  as 
a i Economical  quantity,  which  is  to  the  last  de- 
g *ee  injurious.  Hut  so  long  as  that  desire  con- 
t Hues,  gin  will  contiime  to  be  an  article  of  wealth,  i 

I owever  much  the  moralist  may  deplore  it,  the  ! 
J l oiiomist  must  consider  gin  as  much  an  article  ! 
0 ■ wealth  as  the  most  beneficial  product.  It  is  I 
f-  r the  moralist  to  bring  about  the  change  of  j 
n iiid  ill  the  people,  so  as  to  make  them  cease  to  I 
d '<ire  these  things;  until  he  does  so,  it  is  the 

II  elancholy  duty  of  the  Economist  to  acknowledge  ! 
t em  to  be  Capital  so  long  as  they  are  desired, 

198.  As  allied  to  this  we  may  take  the  masses 

0 low  and  licentious  literature  which  formerly 
a louuded.  While  there  was  a demand  for  it,  the 

1 lamomii't  could  not  lielp  acknowledging  it  to  be 
C ipital.  r>ut  certainly  it  would  be  an  abuse  of 
t e term  Utility,  to  apjily  it  to  such  masses  of 
a tumiuatioii.  It  is  for  the  moralist  to  eradicate 
tl  e morbiil  craving  for  it,  and  cause  it  to  cease  to 
b capital. 

199.  And  the  same  remarks  ajiply  to  other 
tl  ings  which  are  indifferent.  While  things  re-  , 
11  aiii  in  all  resjiects  the  same  in  themselves,  the 
ft  ?hioii,  or  desire  for  them  changes.  U'liings  rise  I 


and  fall  in  value,  without  undergoing  any  change, 
ill  themselves — the  change  is  in  the  ////«</ of  the 
public.  When  we  say  that  the  pictures  of  one 
master,  like  Sir  Tliomas  Lawrence,  arc  falling, 
and  those  of  aimtlior,  like  i?ir  Joshua  lleviiolds,  are 
rising  in  ]uiblic  estimation,  is  it  the  jiietures  them- 
selves which  change?  Certainly  not;  they  remain 
in  till  respects  the  same,  ft  istha  pahlic  mind  which 
underirocs  a change.  It  is  acconling  to  the  state 
of  the  perci]ueiit  mind  that  value  is  shed  nptm,  or 
dies  off  from  any  object.  So  Teimysou  says, — 

“A  happy  l(»\'cr  who  has  come 

To  look  on  her  tliat  hwes  him  well. 

Who  ’lights,  and  rings  the  gateway’  bell, 

And  learns  her  gone  and  far  from  liome; 

“ He  saddens,  all  the  magic  light 

DicK  foiecd'cmn  hower  and  Itally 
Ami  all  the  place  is  dark,  and  all 
Tlie  cliamlK  rs  emptie<I  of  delight.’* 

200.  These  remarks  admit  of  universal  appli- 
cation. And  hence  we  see  that  there  is  no  such 
thing  at  all  a>  absolute  utility,  which  can  I>e 
made  the  basis  of  Value.  To  make  utility  the 
basis  of  Value  would,  in  fact,  let  in  the  whole  of 
Psychology  into  Political  Econmny,  which  is  the 
very  thing  we  are  so  careful  to  exclude.  It 
would  be  an  error  in  the  mental  or  subjective 
department  of  the  subject  of  a similar  nature  to 
what  it  would  bo  in  tlie  external,  or  objective 
department,  to  idinit  the  whole  process  of  manu- 
fiacturos  and  agriculture. 

Political  Economy  rigorously  excludes  all  con- 
siderations of  the  preparation  and  cultivation  of 
the  miml  which  produces  the  desire,  equally  witli 
all  coiisideratioMS  of  the  preparation  or  cultiva- 
tion, or  manuf.ictiire  oi‘  the  iiroduct.  It  only 
deals  with  the  desire  which  is  the  cause  of  Value, 
and  the  produ*  t which  is  the  subject  matter  of 
Value. 

201.  We  hi've  fully  discussed  the  objections 
to  making  Utility  the  basis  of  Value  in  the  Pke- 
LiMiNARY  Dis<oi:rse,  uud  wc  Mccd  iiot  ivpcat 
here  what  we  h ive  said  there.  We  will  only  n*- 
mark,  that  what  we  have  just  said  is  in  entire 
harmony  with  Mr.  Si'iiioUs  oiiinion,  which  we 
have  already  ipioted,  § 28.  We  have  shewn  there 
how  clearly  he  has  seen  that  the  true  cause  of 
Wealtli  resides  in  tlie  mind.  In  order  to  give 
value  to  material,  or  any  otlier  products,  it  is 
first  necessary  t-i  prepare  and  cultivate  the  miml ; 
to  create  new  wants  ami  desires.  If  these  are 
totally  wanting  in  tlio  mind,  vain  and  unprofit- 
able is  the  toil  of  the  laborer.  It  is  only  by 
creating  new  desires  that  new  species  of  capital 
can  be  created.  Heavy  taxes,  of  course,  can  only 
lie  borne  by  an  industrious  and  wealthy  people, 
And  no  jicoplo  can  be  wealthy  who  are  not  iii- 
sifired  with  str-uig  and  various  desires.  Hence 
wc  may  see,  in  a ]mrely  economical  ])oint  of 
view,  the  enormous  importauee  of  an  educated 
and  enlightened  people.  Tlie  mnltijilicatioii  of 
wants  miiltiplie.'  industry,  multiplies  capital,  mul- 
tiplies incomes,  imiltiiilies  the  persons  to  bear 
tiie  burden  of  taxation,  and  renders  the  nation 
capable  of  great  achievements,  and  of  taking  a 
leading  position  among  the  nations  of  the  world. 
It  is  the  constantly  increasing  intelligence  and 
industry  and  education  of  the  English  people  that 
makes  the  interest  to  be  ]iaid  for  the  national 
debt  a constantly  diminishing  burden.  If  the 
people  were  suddenly  to  sink  to  the  apatliy  and 


indolence  of  the  Xeapolilan.s,  or  Spaniards,  it 
would  .soon  become  a burden  so  intolerable,  as  to 
invite  the  o]KTatiou  of  the  spnuge. 

202.  Upon  tlie  princijde,  too,  that  demand  is  i 
the  origin  of  Value,  and  that  the  quantity  of 
money,  (or  anything)  which  people  will  give  for  a 
thing  Ls  the  measure  of  its  value,  we  are  enabled 
to  understand  dearly  the  existence  of  incorporeal 
capital,  just  as  much  as  corporeal  capital.  If  any 
jiroduct  lias  value,  the  source  or  Cajiital,  from 
which  it  springs,  has  a real  Value.  It  is  nothing 
but  the  demand  for  the  products  of  the  laud  which 
.sheds  a value  on  the  laud.  Tlie  deserts  of  Africa 
are  of  no  value  in  an  economical  point  of  view. 
Tliey  cannot  be  made  the  subject  of  taxation. 
On  the  other  hand  the  great  incorporeal  estates 
of  tlie  law,  medeciiie,  engineering,  and  all  trades 
and  professions,  arc  as  really  existing  quantities 
as  land,  and  can  be  made  just  as  easily  the  subjects 
of  taxation.  These  considerations  have  much 
imi>ortance  in  respect  to  tiie  Theory  of  the  In- 
come Tax.  (Income  Tax.) 

203.  These  considerations  shew  that  the  es- 
sential preliminary  to  the  increase  of  Capital  in 
a nation  is  the  incrca.se  of  the  Avants  and  desires, 
either  corporeal  or  mental.  This  being  premised 
we  observe  that  C'apital  is  an  increasing  quantity, 
and  Ave  mav  consider  tlie  modes  in  Avhicli  it  does 
increase. 

There  are  tAVo  fundamentally  distinct  ways  in 
Avhich  Capital  may  increase  ; — 

I.  Bv  a direct  and  actual  increase  of  the 
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thing  itself. 

II.  By  exchange;  that  is  by  exchanging  any 
thing  which  has  a Ioav  value  in  any  i)articular 
place  fur  one  that  has  a higher  value. 

Tlie  first  of  those  methods  has  alAAays  been 
understood  and  lauded  from  the  time  Avheii  Politi- 
cal Economy  began  to  be  studied.  Aristotle 
especially  commends  all  the  arts  Avhich  tend  to 
increase  the  quantity  of  things,  such  as  agi-icul- 
tiire,  hunting  &c.  And  thi.s  has  been  so  often 
described  that  aa’C  need  not  further  JaacII  on  it. 
The  Phy.sioerate  School  alloAved  the  epithet  of 
productive  alone  to  such  labor  as  increiL^cd  the 
actual  quantity  of  matter,  They  alloAved  that  the 
labor  of  artizaiis  &c.  added  to  Value,  but  that  it 
did  not  produce  Value.  (Piiysiocrates).  A 
somewliat  nice  distinction.  Adam  Smith  hOAA'evcr 
Justly  held  that  adding  to  Value  AA*as  in  reality 
producing  V alue,  and  included  manufacturing 
industry  under  the  title  of  productive.  And  this 
is  unquestionablA'  true,  and  has  been  adopted  by 
every  Economist  since. 

The  second  method  of  increasing  capital  by 
exchange,  has  had  a Axu-y  different  reception  from 
the  first.  In  fact  until  very  recent  times  indeed, 
comparatively  speaking  it  has  been  an  insoluble 
puzzle.  Aristotle,  Cicero,  and  Luther  all  repu- 
diated the  idea  tliat  profit  was  to  be  made  by 
exchanging.  Lutlior  Avas  furious  at  the  idea  that 
any  one  could  gain  by  exchange  unless  he  ntbbed 
the  other  party.  IIoAvoA'er,  plain  exjierience  Ava.s 
against  the  doctrine.  A noAv  one  then  sprung  up 
more  absurd  still,  and  has  JMoiitaigne  for  its 
sjionsor.  It  Avas  then  held  that  in  exchange  one 
side  only  gained,  and  the  other  lost  as  much. 
This  Avas  the  accejited  notion  for  a long  time,  and 
gave  rise  to  the  unfortunate  Theory  of  the  Balance 
of  Trade,  ami  Avas  the  parent  of  innumerable 


AA'ars,  and  fills  many  a dreary  page  in  the  annals 
of  mankind. 

204.  Nevertheless  the  slightest  reflection  ou 
the  reality,  ought  Inve  A\‘akeaed  men  to  doubt 
this.  If  one  side  always  lost  in  au  exchange,  Avhy 
AA'ere  not  the  majority  of  traders  in  the  bank- 
ruptcy court  ? If  some  men  \Acre  alw;i3's  gaining, 
and  some  always  losing,  Avhy  Avere  not  half  the 
nation  insolvent  ? 

20.5.  Boisguillcbert  Avas  the  first,  that  \A*e  knoAV 
of,  to  proclaim  the  manifest  truth,  that  in  com- 
merce both  sides  must  gain.  His  AATiiings,  hoAv- 
ever,  attracted  \ery  little  atO'iitioii,  and  Avere 
almost  forgotten  till  very  recently. 

The  truth  of  this  maxim  could  not  but  force 
its  AA’uy  on  any  one  Avho  Avouhl  look  abroad  ou 
commercial  society.  No  doubt  there  is  ahvays  a 
certain  por-centage  of  unfortunate  traders.  But 
are  even  a large  proportion  of  traders  iusolveat  *r 
Clearly  not.  It  is  <iuite  possible  that  all  might 
gain,  all  might  be  jirosperous.  Loss  is  not  the 
I essence  but  the  accident  of  trade. 

20G.  It  is  perfectly  clear,  tlierefore,  that  pn^Tits 
may  be  made  by  exchanging.  The  sliglitest 
attention  to  facts  shcAved  the  utter  futility  of  the 
braiuspuu  doctrine  of  philosophers.  Noav  avc 
obsei'A'c,  that  Avliat  was  usually  called  productive 
i labor,  increased  value  by  adding  to  the  actual 
I quantity  of  things,  then  maunfacturiiig  industry 
! increases  A'alue,  by  making  anything  more  de- 
I sirablc  than  it  Avas  before,  putting  it  into  a more 
useful  shape,  &c.  These  are  biitli  now  called 
productive  labor  by  all  Economists.  But  com- 
mercial industry,  or  the  industry  of  exchange, 
increases  \mlue  by  substituting  a more  A*aluaI>lo 
article  in  the  stead  of  one  that  is  less  A aluable. 
It  takes  aAvay  from  any  giA'on  locality  sometliing 
that  is  abundant  there,  and  takes  it  to  a place 
Avherc  it  is  scarcer  and  more  valuable,  and  seeks 
to  bring  back  some  article  Avhich  is  abundant  and 
cheap  in  that  htcality,  and  is  more  scarce  and 
valuable  in  the  locality  from  \A*hich  the  operation 
began. 

207.  The  least  rcflcctiou  will  sbcAv  that  this 
is  as  truly  productive  labor  as  the  other  tw<i  cases. 
Each  of  these  three  kinds  of  labor  augments  the 
sum  of  articles  of  value  in  any  given  place,  and 
tlierefore  each  of  these  three  species  of  industry 
augments  capital.  What  avc  .say  is  this,  that  if 
Ave  take  aAV'av  an  article  worth  ^10  from  anv 
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gi\’cn  place,  and  substitute  in  its  stead  some  other 
article  AA'orth  X20  in  the  same  place,  that  ojiera- 
tioii  augments  cajiital.  Ami  it  is  <iuite  clear  tliat 
the  difference  by  Avliich  the  imported  article  ex- 
ceeds the  value  of  the  exported  article,  is  the 
measure  of  the  increase  or  profit.  This  is  the 
function  of  commerce. 

208.  This  doctrine  is  so  plain  that  it  cannot, 
AA'O  think,  be  disputed.  We  shall  now  sIicav  Iioav 
beautifully  it  harmonizes  Avith  the  fuiulameutal 
doctrine  of  Value,  ]n*opouuded  by  Aristotle. 

If  A'alue  be  coiishlered  to  be  any  tiling  residing 
in  the  article  itself,  it  is  perfectly  manife^t  that 
value  cannot  alter  so  long  as  that  quality  ivmains 
unchanged.  It  has  aec^irdingly  lieeu  objoetfd, 
saA’S  Mr.  Senior,  that  if  the  definition  of  Value  be 
AA  hat  anything  AA'ill  exchange  for,  and  Wealth  a 
general  name  for  the  things  Avhich  liave  A'alue, 
that,  “the  same  thing  Aviil  be  AAcalth  to  one  per- 
son and  not  to  another.  This  consequence  is 
evident ; aiul  it  is  evident  that  oven  to  the  same 
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por>on  tlie  same  quality  may  bo  wealth  under 
si)iuo  circumstanoos,  and  not  so  umior  others. 
The  kuowledu^e  of  Kii;,dis]i  law  is  jn'otitahle  in 
Enjrland,  and  that  of  French  law  lii  France ; if  an 
Kngli>h  lawyer,  with  no  other  property  but  his 
knowk'ilge  were  to  settle  in  Fnmee,  or  a Freucli 
lawyer  in  England,  he  would  lind  himself  in- 
stantly reduced  from  atiluence  to  poverty,  TIic 
I>ower  of  telling  long  stories  is  a source  of  profit 
in  Asia,  but  valueless  in  Enro])e.  According  to 
our  nomenclature,  therefore,  it  wonhl  be  wealth 
in  Persia,  and  cease  to  be  so  iti  England.  If  an 
actress  should  embrace  a religions  sect,  of  which 
tlie  tiMiets  should  be  incompatible  with  the  stage, 
her  Vocal  and  dramatic  talents  would  no  longer 
be  excliaugeable;  she  would  no  hmger  be  able  to 
let  them  out  by  the  evening.  We  should  say, 
therefore,  that  they  had  ceiised  to  be  a part  of  her 
wealth. 

“ Again,  Colonel  Torrens  supposes  a solitary 
family,  or  a nation,  in  wluch  each  person  siioukl 
consmii!*  t»iily  his  own  productions,  or  one  in 
which  there  should  be  a community  of  goods;  and 
urges  as  a rodneiin  ad  nhsnrdam.^  thal  in  tliese 
e;ises,  tliough  tliere  might  be  aii  abundance  of 
commo<litics,  as  there  would  be  no  exchanges, 
there  would,  in  our  sense  of  tlie  term,  be  no 
wealth.  'Fhe  answer  is,  that  for  tlie  purposes  of 
Political  Ecimomy  there  would  be  no  wealth;  for, 
in  fact,  ill  such  a state  of  things,  supposing  it 
possi!)Ie,  the  science  of  Political  Economy  would 
have  no  application.  In  such  a state  id*  society, 
Agriculture,  Mechanics,  or  any  other  of  the  Arts, 
which  are  subservient  to  the  production  of  the 
commodities,  which  are  witli  us  the  subjects  of 
exchange,  might  be  studied,  but  the  science  of 
Political  Economy  would  not  exist.  may 

add,  that  if  the  common  usage  which  identifies 
Avealth  Avith  tlie  things  wliich  have  value  is  a 
convenient  one  in  all  the  forms  avIucIi  human 
nature  really  exhibits,  it  is  no  objection  to  it  that 
it  AA’ould  not  bo  convenient  in  a state  of  society 
of  Aviiich  we  have  no  experience.’* 

*209.  This  pjissage  of  Mr,  Senior's  deserves  the 
most  attentive  consideration  as  touching  the  very 
foundation  of  Political  Economy.  Ilis  reply  to 
Colonel  Torrens  is  perfectly  conclusive.  It  is  the 
A’erv  fundamental  notion  of  Value  to  understand 
tliat  it  is  ]mrely  conventional  and  local,  Tlie 
very  same  thing  may  Inu'e  enonnous  value,  may 
be  great  Avealth  in  one  place,  and  have  no  value 
at  all,  and  be  not  Avealth  in  aiiotlier.  We  inav 
also  say,  that  since  the  foundation  of  Political 
Econoiiiv  ill  modern  times  bv  the  Phvsiocrates, 
the  Avords  “Avealth”  and  “riches”  have  been 
used  exclusiA'ely  as  tedmical  Avords  to  signify  not 
productions,  or  commodities,  in  general,  but  those 
things  only  which,  in  a state  of  society  Avhich  ad- 
mits the  right  of  indvate  property  ami  exchanges, 
h;iA*e  exchangeable  poAver.  It  is  just  tlie  same 
Avith  the  Avord  “ property.”  In  a state  of  society 
Avhicli  permitted  no  such  thing  as  private  pro- 
]>erty,  there  could  manifestly  be  no  such  thing  as 
property.  '1‘here  might  be  abundance  (tf  eatables 
and  drinkables,  and  all  sorts  of  other  things, 
lint  if  no  one  was  allowed  to  have  an  individual 
and  exdusiA'e  right  in  these  things,  tliere  could  of 
course  be  no  “proi»erty.”  Property,  therefore,  is 
a technical  Avord  arising  out  of  a jtarticular  state 
of  society.  It  is  exactly  the  same  with  “ wealth  ” 
and  “ riches.”  They  are  technical  AVords  arising 


out  of  that  state  of  society  Avhicli  permits  iinli- 
vidiial  ami  exclusive  “property**  in  things,  ami 
an  fijcchaufce  of  those  things.  And  tho'^e  words 
have  boon  u-ied  by  the  earliest  Economists,  with 
the  distinct  aiiuouncemeiit  that  they  refer  exclu- 
sively to  eNchaugeable  things.  Thus  Jjamlcau 
says  (^Introtlactiou  d la  phUosnphie  ectttunnifptf' ; 
PhifniocratfN,  Edit.  Guillaniniuy  Vol.  Il.p.Gbl), — • 

“ Den  Rii  hensen.  Les  objets  propres  a nos 
joiiissances  utiles  on  agreables  sont  appeEs  des 
///V/i.?,  [larce  qii'ils  procurent  la  conservation,  la 
priipagation,  le  bieii-etre  dc  I’espece  humaine  sur 
la  terre. 

“ Mais  qnclquefois  ces  biens  ne  sont  pas  des 
i richenseny  parce  ftu'on  ue  pent  pas  les  eduinger 
contre  d’autres  biens,  on  s’eii  servir  pour  se  pro- 
curer d’autrrs  jonissaiices,  Uii  beau  tem]»s,  uii 
biuine  saute,  unc  belle  ume,  sont  des  biens  sans 
etre  des  richesses.  Les  productions  de  la  natim*, 
oil  les  ouvrages  de  Tart  les  plus  necessaires  et  les 
jilus  agreabl  ‘S  cennent  (Felrc  richennen  quand  voun 
perdez  la  pn'isihilite  de  les  erkan^er^  et  de  a'ous 
procurer  pai’  cet  echaiige  d'autres  joiiissances. 
Cent  mille  pieds  des  plus  beaux  cheiies  de  I’uiii- 
A'ers  ue  vniis  fonneraiciit  point  line  rirliesse  dans 
riiiti.h’ieur  dc  I'Amerkpie  Septeutrionalc,  oh  voiis 
no  trouverie/.  point  a a'ous  eii  defaire  par  un 
cchauge. 

“Lc  titre  de  richesses  suppose  done  deux  choscs: 
premieremeut,  les  qualites  nsnelles,  (pii  remleiit 
les  objets  propres  a nos  joiiissances,  utiles  on  agre- 
ables, et  qui  1 -s  coiistitiieut  des  A/ca.v;  secondeimait, 
la  possibilitc  de  les  echanger,  qui  fait  qiie  ces 
biens  peuvciit  vous  eii  procurer  d’autres,  ce  qiii 
les  coustitue  richesses. 

“Cette  pnssibilite  de  rcchange  suppose  qu’ii 
e.xiste  d’antres  biens  contre  lesqnels  on  pent  les 
echanger. 

Tlius  AA'C  see  that  the  Avord  “riches”  or 
“wealth**  was  exclusively  used  in  a technical 
sense  by  tin-  founders  of  Political  Economy,  to 
signify  things  which  could  be  exchanged. 

Now,  as  according  to  the  cmiceptiou  of  Value 
which  we  adopt,  it  resides  entirely  in  the  mind, 
and  is  incasured  by  the  quantity  of  anything,  sm-h 
as  money,  which  peoide  will  give  for  the  object 
desired,  it  follows  that  that  object  Avhatever  it  i-;, 
for  which  people  will  give  more  to  obtain  than 
another  object,  is  the  more  A'aluable  of  tlie  two. 
It  is  an  objea  of  greater  wealth.  The  one  is  more 
riches  than  the  other.  And  if  there  are  two  places, 
in  one  of  Avhi«‘li  the  A'ory  same  object  will  excliaiige 
for  more  than  at  another  place,  it  is  manifestly 
an  object  of  greater  value  iu  the  tirst  place,  than 
in  the  secoml. 

XoAv  from  this  fundamental  notion  of  Value, 
this  proposition  follows,  AvIiich  may  appear  a para- 
dox at  tirst,  imt  yet  it  is  perfectly  simple.  That 
btf  a mere  change  of  position  of  all  the  articles 
in  the  icorhU  those  vertj  articles  remaining  exacthf 
the  same  both  in  qna}\Uj  and  qnantifu^  it  ictpnld  be 
possible  to  annihiltUe  aU  the  ireidtk  in  the  icorbl. 

The  proposition,  paradoxical  as  it  may  ajtpear, 
manifestly  1-illows,  by  the  Law  of  Cuiitinititv, 
from  the  considerations  avc  have  ju>t  mentioned, 
liecause,  if  it  be  possible  by  a mere  eliango  of 
, position  to  make  the  vi*ry  same  article  of  greater 
I value  in  one  place  than  in  another,  avc  have  oiilv 
I to  rcA'erse  the  process  and  move  the  article  from 
I Avhere  it  has  greater  A’alue  to  where  it  has  less, 

I and  it  is  quiio  easy  to  had  a place  where  it  shall 
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liaA'e  no  value  at  all,  and  cease  to  be  wealth. 
Place  it  .«im()ly  among  people  avIio  don’t  Avant  it, 
and  it  ceases  to  be  Avealth. 

Take  for  instance  all  tlie  literary  treasures  of 
civilized  Europe.  They  are  umloubtedly  Avealth 
in  liurope,  because  people  desire  them  strongly, 
and  Avili  gi\*e  much  to  obtain  them.  Place  them 
among  the  Hottentots,  or  the  Esquimaux,  and 
they  would  be  no  more  valuable  than  the  sand  of 
the  sea.  They  AA'oiild  cease  to  be  AA-ealth. 

Do  the  same  Avith  everything  that  civilized 
raeu  consider  most  valuable,  diamonds  and  jire- 
cious  stones,  and  gold.  Place  them  among  the 
Bosje.smans,  and  they  would  cease  to  be  Avealth. 

iJo  the  same  Avith  what  is  most  highly  valued 
among  the  Esquimaux.  A tiirecn  full  of  train  oil 
or  Avhale  blubber,  AA'ould  be  a delicious  feast  to  an 
Esquimaux,  he  Avould  give  much  to  iiosses.s  it ; 
it  Avould  be  AVealth  tliere.  Place  the  very  same 
thing  on  table  at  the  Lord  Mayor’s  dinner,  and 
Avould  it  be  equally  esteemed  > Would  it  be 
wealth  there  We  troAv  not. 

Now  these  remarks  may  be  applied  to  every 
single  article  in  succession,  and  the}'  shew  the 
truth  of  that  fundamental  conception  in  Political 
Economy,  that  all  A’alue  is  conveutioiial  and  local. 
There  is  no  such  thing  as  intrijisic  value.  An 
article  may  liave  value  through  a greater  or 
smaller  area,  its  value  may  be  more  or  less  ge- 
neral; but  it  cannot  be  intrinsic^  for  the  very 
good  reason,  that  it  requires  the  percipient  mind 
of  a person  to  exi.-t  at  all. 

210.  It  appears  then  to  us  to  be  perfectly 
clear,  thal,  as  the  general  conception  of  produc- 
tive labor  is,  that  it  is  labor  which  produces  some- 
thing of  value,  or  Avhich  is  exchangeable,  ke., 
Avhich  has  the  ]>0Aver  of  i>raaving  forth  some- 
thing in  exchange;  commercial  industry,  Avliose 
peculiar  function  it  is  to  substitute  an  article  of 
greater  value  in  any  given  place  for  one  of  lesser 
value,  is  as  truly  productive  lahory  as  that  Avhich 
is  bestowed  on  increasing  the  actual  (piantity  of 
things,  or  in  changing  the  qualities,  or  .‘^ha])e  of 
existing  things,  so  that  they  shall  bi*  of  greater 
value.  All  these  three  species  of  industry  are 
merely  varieties  of  one  fundamental  conception, 
augmeutatiou  of  value. 

211.  We  llius  sec  that  Capital  may  be  profit- 
ably, or  productively,  employed  in  three  distinct 
ways— 1st,  by  adding  to  quantity  ; 2dly,  by  add- 
ing to  the  value  of  existing  quantity  ; and,  3dly, 
by  substituting  things  of  more  value  for  things  of 
less  value,  i.e.y  by  exchange.  And  as  the  profit 
in  each  case  may  be  added  to  the  principal,  and 
also  increase,  it  is  manifest  that  it  has  the  capa- 
city of  increasing  iu  each  Avay  in  a geometrical 
ratio. 

Although  all  capital,  hoAvever,  has  this  capacity, 
it  very  seldom  indeed  does  so  in  any  case  what- 
ever. The  standard  case  of  such  an  increase  is 
Avhere  a man  iiu’ests  his  money  in  the  funds,  and 
constantly  cajiitalises  the  diviilends,  without  using 
them.  Ill  that  case  the  capital  remains  untouched, 
and  is  not  destroyed,  consequently  at  any  time 
after  being  left  to  increase,  there  would  be  both 
the  capital  and  the  interest.  But  such  a case  as 
this  very  seldom  occurs,  because  i^eople  usually 
require  the  interest  of  their  capital  to  live  upon, 
and  thus  it  is  not  devoted  to  the  purpose  of 
increase. 

212.  Noav  the  rate  of  increase  of  Capital  ma- 
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nifestly  depends  upon  the  Kate  of  Profit.  But 
Avliat  is  Rate  of  Profit  f 

By  a most  extraordinary  oversight.  Economists 
have  used  the  expression,  rate  of  profit,  in  a sense 
AA  hich  is  most  clearly  erroneous.  MTien  Ave  speak 
of  rate  of  interest,  it  is  perfectly  ck-ar  that  A\'e 
measure  rate,  botli  by  the  actuai  amount  of  the 
sum  ]iaid,  and  the  time  it  is  paid  for.  When  we 
say  that  the  rate  of  interest  is  o per  cent.,  A\*e  al- 
ways mean  5 per  cmt.  for  the  year.  If  a man 
Avere  to  say  that  lie  had  borroweil  £100,  and  had 
agreed  to  pay  £o  for  its  use,  Ave  of  course  could 
form  no  conception  of  Avhat  rate  of  interest  that 
Ava.'^,  until  we  knew  hoAv  long  he  was  to  liaA-e  the 
use  of  the  money. 

213.  Noav  it  is  perfectly  clear  that  the  very 
same  considerations  apply  to  Rate  of  Profit.  If  a 
man  tells  us  that  he  has  got  a return  of  £6  on  his 
I capital  of  £100,  how  can  Ave  pO'^sibly  tell  Avhat 
rate  of  profit  that  is,  unless  he  also  tell  us  in  what 
time  lie  made  that  profit, 

I This  remark  seems  self-evident,  and  yet  the 
! expression,  Rate  of  p7'oJity  is  used  by  Economists 
to  mean  simply  the  proportion  of  the  profit  to  the 
, capital.  This'  is  clearly  the  sense  it  is  used  iu 
by  Adam  Smith.  It  is  the  sense  on  wliich  the 
Avhole  of  Ricardo’s  theory  of  Profits  is  based,  and 
I it  is  the  sense  adopted  by'  all  his  school.  Thus, 

I ^Ir.  McCulloch  says,  Note  VII.,  to  the  Wealth  of 
' Sationsy — 

“By  profiU  in  Political  Economy,  is  meant 
that  part  of  the  jiroduce,  or  the  A alne  of  the  pro- 
duce, obtained  by  the  employmeut  of  capital  iu 
iiulustrious  undertakings,  Avhich  remains  to  its 
! emploA’ers,  after  replacing  the  Capital,  or  such 
portion  of  it  as  may  have  been  Avasted  in  the 
undertakings,  and  every  other  expense  necessarily 
incurred  in  carrying  them  on. 

' “ Tiie  rate  of  profit  is  the  proportion  which  the 

1 amount  of  profit  derived  from  an  uiidcrtakiug, 
bears  to  the  capital  employed  in  it.” 

It  Avould  be  just  as  .sensible  to  define  rate  of 
interest  to  be  the  proportion  which  the  interest 
bears  to  the  capital. 

Noav  from  this  definition  of  rate  of  profit, 
Ricardo  deduced  the  doctrine  that  the  rate  of 
])rofit  depends  upon  the  rate  of  AA  ages.  Ricardo's 
doctrine  is,  that  as  Avages  rise,  profits  fall,  and  as 
, Avages  fall,  pntfits  rise. 

1 Mr.  McCulloch  hoAvever,  tliough  adopting 
Ricardo’s  definition  of  rate  of  profit,  says,  that 
jirofits  may  rise  together  Avitii  A\*ages  by  incrcas- 
; ing  tlie  productiveness  of  industry.  And  he  says, 
is  obvious  that  the  rate  of  profit  may  be 
' raised  in  three,  but  only  iu  three  Avavs,— viz.  (1) 
By  industry  becoming  more  iiroductive ; or  (2) 
by  a reduction  iu  the  rate  of  Avages  ; or  (3)  by  a 
reduction  iu  the  amount  of  taxation:  and  it 
may  be  reduced  by  the  opposite  circumstances ; 
or  (1)  by  industry  becoming  less  proilucti\’e  ; or 
(2)  bv  a rise  iu  the  rate  of  Avagos ; or  (3)  by  a 
■ rise  ill  the  amount  of  taxation.  Trolit  cauuot  be 
atfected  iu  any  way  not  referable  to  one  or  other 
i of  these  heads.” 

And  so  Mr.  Mill  says,  T ol.  I.  p.  510 — 

“ The  cost  of  labor  then,  is  iu  the  language  of 
mathematics  a function  of  three  variables ; the 
efficiency  of  labor;  the  wages  of  labor  (meaning 
thereby  the  real  reA\ard  of  the  laborer)  ; and  the 
gi'eater  or  less  cost  at  which  the  articles  com- 
posing that  real  reAvard  can  be  produced  or  pur- 
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chased.  It  is  jdain  that  the  cost  of  labor  to  the 
capitali't  must  be  inHiieiu-ed  by  eacli  of  those 
three  circumstances,  and  cannot  be  etfccted  by 
any  otliers.  These,  therefore,  are  also  tlie  cir-  ' 
cuinstances  Avliich  detennine  the  rate  of  j»rotii ; ‘ 
and  it  canmit  be  in  any  Avay  atVected  except 
t!irou;rli  mie  or  other  o(  them.  It  labor  {generally 
bccami*  more  clhcient,  without  boiu^  more  lii^dily 
rewarded ; if  without  its  bccomin^X  less  etheieut, 
its  renuineratiim  fell,  no  increase  takin;^  place  in 
the  cost  of  the  articles  conijiosiii;^  that  remune- 
ration ; or  if  these  articles  became  less  costly,  , 
Avithout  the  laborer's  obtaining  more  of  them;  in  , 
any  one  of  these  three  cases  i>rt»fits  winild  rise. 
If,  on  the  contrary,  labm*  became  less  efficient  (as 
it  inigiit  do  from  diminished  bodily  vigor  in  the  ^ 
people,  or  from  deteriorated  education)  ; or  if  the 
laborer  obtained  a higher  remuneration,  Avithout 
any  increased  cheapness  in  the  things  composing 
it;  or  if  without  his  obtaining  more,  that  Avhicli 
he  did  obtain  became  more  costly  ; profits,  in  all  ' 
these  cases,  Avould  suffer  a diminution.  And 
there  is  no  otiier  combination  of  circuinstanees  in 
Avhich  the  general  rate  of  profit  of  a country,  in 
all  employments  indifferently,  can  cither  fall  or 
rise.” 

214.  XoAv,  there  is  one  consideration  which  is 

omitted  by  both  of  the  authors  last  cito<l,  Avhich 
has  the  A'crv  greatest  effiect  on  the  rate  of  profit 
namely,  the  time  in  A\  liich  it  is  etfccted.  It  is 
quite  easy  to  see  that  tlie  rate  of  profit  may  be 
A'ery  great,  Avheu  the  actual  profit  is  very  small,  ! 
ami  tlie  ratt‘  of  prolit  very  small,  A\dieu  the  actual 
protit  is  very  largo.  | 

If  a trader  made  50  per  cent,  profit  on  one  , 
transaction,  that  AA'ould  be  a high  actual  profit.  : 
But  if  lie  only  made  one  transaction  in  the  year, 
his  rate  of  jirotit  Avould  be  50  per  cent,  per  annum. 
But  suppose  he  makes  only  5 ]ier  cent,  profit  on  ' 
any  one  tran.saction,  but  makes  a transaction  ! 
every  day,  it  is  clear  that  he  Avould  make  1,565 
per  cent,  per  annum,  there  being  31:1  AAorking 
days  in  the  year.  This  Avould  be  siq»posing  he  i 
did  not  cai»italise  the  prolit.  If  he  did  that,  of 
course  they  A\-ould  increase  at  a very  much  faster 
rate.  Hence  it  is  iterfectly  clear,  that  it  is  in- 
finitely to  the  tradrr's  advantage  to  make  a num- 
ber of  nf/titU  projifs  with  ^reat  rapidihjy  than  a 
feAV  large  lu-ofits  sIoAvIy. 

215.  Our  readers  can  exercise  their  ingenuity 
in  ascertaining  the  ditferent  rates  i»f  prolit  per 
annum,  according  to  the  different  actual  iwofits, 
and  the  speed  they  are  made  at.  But  these  con- 
siderations sheAv  that  small  and  (pack  profits 
conduce  much  faster  to  opulence  than  slow  and 
large  ones.  A profit  of  5 jier  cent,  made  in  one 
day,  is  three  times  a faster  rate  of  profit  than  50 
per  cent,  made  in  one  mouth.  Thus  Ave  see  the  j 
enormous  importance  in  a national  point  ofvieAv 
of  encouraging  the  multiiiHcity  of  exchanges. 
When  a trader  has  bi>ught  goods,  and  sold  them 
again,  it  is  called  to  turu-oi'er  his  capital.  We 
may  call  it  the  n-vnlution  of  capital. 

XoAv  money  and  credit  are  called  the  Circu- 
lating Mkdium  (Currency;  Circulating  Me- 
dium) because  they  facilitate  this  buying  and 
selling  of  goods,  &c.  They  are  the  great  instru- 
ments of  this  circulation.  And  it  is  this  motion,  j 
or  circulation  of  tlieni,  that  generates  Avealth,  and  | 
tlie  rapidity  of  that  circulation  Achich  indicates  < 
the  rate  of  increase  or  jtrogress.  This  con^ideni-  ; 


tion  Avill  enable  us  to  soh'e  a question  long  de- 
Inited  by  Kconomists  and  8tate.smeu, — Which 
employment  comhices  most  to  national  t(pulence? 
From  the  time  of  Colbert  to  the  French  Ue\'olu- 
tion.  the  quc'tiou  A\hether  the  towns  or  the  coun- 
try most  conduced  to  national  opulence  aa  iis  keenly 
disunited,  and  according  as  one  side  or  the  other 
prevailed,  the  one  Avas  encouraged  and  cockered, 
and  tlie  otiier  <lepressed.  Xoav  us  the  A'elocity  of 
the  rcA'olution  of  cai>ital  indicates  the  rate  of 
progress,  it  is  tpiito  easy  to  see  Avhatever  cmplo}'- 
ment  most  increases  the  sjieed  of  this  rcA’olution, 
most  augments  national  opulence.  Noav  of  all 
species  (if  industry,  it  is  aa'cII  kiiOAvn  that  agi’icul- 
tiire  causes  the  most  languid  circulation  of  the 
currency.  A farmer  turns  over  his  capital  but 
once  in  the  year.  By  offering  an  extra  stimulus 
of  rcAvard,  the  productions  of  human  industry  can 
be  multiplied  and  quickened  to  an  extraordinary 
extent,  but  the  process  of  nature  is  slow^  and 
cannot  be  accelerated  at  command.  Ditferent 
trading  puruiits  causes  a brisker  circulation  in 
different  degrees — all  much  faster  than  agriculture. 
Hence  a purely  agricultural  country  must  increase 
sloAvcr  iu  opulence  than  any  other,  and  other 
countries  vt  ry  much  in  the  proportion  of  their 
inhabitants  engaged  in  agriculture  as  conqiared 
to  other  pmvuits.  Exjierience  amply  A'erities  this 
remark.  It  is  always  manufacturing  and  trading 
countries  Avhich  increase  fastest  iu  opulence. 
Poland  and  other  countries  Avhich  huA'e  feAV  re- 
sources but  igriculture,  are  the  pnorest  and  most 
barbarous  in  Europe,  (ireat  Britain  and  Holland, 
in  Avhich  the  smallest  proportion  of  the  inhabitants 
are  engaged  iu  raising  food  for  the  rest,  are  the 
Avealthiest,  and  other  countries  very  much  in 
similar  ]>rop  >rtioiis.  The  fortum*s  made  in  our 
inanufacturiiig  and  commercial  districts  are  col- 
ossal, AVho  CA’er  lieard  of  a man  making  a great 
fortune  by  agriculture  ? But  there  is  scarcely 
probably  a small  country  toAvii  Avhere  some  iu- 
diistrions  and  energetic  individuals  luiA'e  not  made 
a fortune  by  trading. 

216.  These  considerations  throAv  some  light, 
AA'e  think,  (-n  a (piestiou  Avhich  has  been  much 
debated  am  mg  Economists,  the  advantages  of 
peasant  jiroprietorsliip,  or  h gmnde,  and  hi  petite 
cnJtiire.  It  is  AA'ell  knoAvu  that  a considerable 
number  of  erniueut  Avriters  and  Economists  have 
ahvay.s  strongly  adAOcated  the  system  of  small 
ju-operties  in  land.  There  is  no  doubt  that  in 
many  parts  of  Europe  the  industry  bestowed  by 
the  proprietors  of  small  farms  excites  the  wannest 
admiration.  AVho  can  see  the  terraced  hills  of 
Tuscany  ch-tlied  Avith  vines,  Avithout  admiring 
the  iaboriou  ’ industry  Avhich  has  converted  these 
apparently  sterile  mountains  into  sources  of 
AVealth.  Tins  (piestiou  has  been  so  Avell  di>cussed, 
AA'c  think,  by  Mr.  John  Hill  15urton,in  his  Pfditical 
and  Social  llconomij^  that  Ave  .shall  lay  before  our 
readers  his  arguments,  Avhich  ajipear  to  us  to  be 
quite  Conducive,  and  are  iu  complete  harmony 
Avith  the  doerrine  advocated  iu  the  preceding  para- 
graphs. He  says  p.  190 — 

“ When  Sismoiidi  looked  around  him  to  the 
comfort  and  liappiness  of  his  fellow  countrymen 
of  SAvitzerhiud,  each  mail  sitting  under  Ids  own 
vino  and  his  oavii  fig  tree,  lie  saAV  likcAvise  around 
him,  a body  of  petty  proprietors,  and  he  appealed 
to  the  Avorld  in  favor  of  small  holdings  as  a 
substantial  t b incnt  of  happiness.  He  addressed 
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himself  particularly  to  the  Britidi  nation ; and  as 
the  happines.s  of  mankind  should  be  the  great  aim 
of  legislation,  he  called  upon  our  senators  to 
abandon  a system  that  ^liled  iqi  and  pi'otected 
AA'ealtli,  for  one  that  would  aid  the  peo]iIe  in  tlie 
acquisition  of  liap]»iness.  He  de.sired  them  above 
all  things  to  abandon  those  emjiloymeuis  and 
transactions,  and  pro]trietary  rights  which  jiro- 
duced  inannfactiircs,  large  farms,  and  great  in- 
equalitie.s  of  fortune,  ami  to  model  our  system 
according  to  those  ]>ristine  usages,  which  alike 
aA'oid  gi-eat  iiOA'crty  and  great  Avealth.  Witliout 
adopting  ail  these  vieAvs,  Avhich  Avould  simply'  be 
applying  the  paternal  and  corrective  S3'stem  of 
a small  Swiss  canton  to  a A^ast  empire,  luaiiA*  able 
AATiters  have  folloAved  Sismondi  in  his  partiality 
for  peasant  proprietors,  and  tliey  now  count  on 
their  side  the  powerful  pen  of  !Mr.  Mill.  * * * 

“ ( )ue  of  the  great  arguments  in  favor  of  pea.sant 
projirietorship,  is  tlie  great  amount  of  labor  it 
calls  into  existence.  Mr.  Young,  avIio  is  an 
opponent  of  the  system,  is  often  cited  as  making 
a concession  iu  its  favor,  when  lie  sa^'s  that  ‘ the 
magic  of  property  turns  sand  into  gold.  * ‘Give 
a man,  aa'c  are  told,  the  secure  possession  of  a 
bleak  rex^k  and  he  avHI  turn  it  into  a garden — 
gu'e  him  a nine  3'ear’s  lease  of  a garden,  and  he 
Avill  couA'ert  it  into  a desert.’  What  is  most 
eoiispicuous  through  all  the  authorities  which 
jVIr.  jMill  and  others  haA'e  brouglit  together  in 
la\‘or  of  peasant  ]>ropri(Uors,  is  the  iuteusitA*  with 
which  they  labor  tlie  ground.  Thev  pluck  CA’ciy 
Avoed,  remove  eveiT  stone,  puh^erize  eveiy  cloil, 
irrigate,  trench,  ami  drain  Avitli  uinvearied  indus- 
try. In  some  of  the  fiat  \*alleA^s  of  SAvitzerland, 
the  avidity  with  AvIiich  ever^'  inch  of  level  land  is 
applied  to  productive  purposes  is  sometimes 
troublesome  to  the  pedestrian,  avIio  cannot  cro.ss 
the  coiintiy  Avithoul  the  risk  of  treading  on  some 
valuable  plant,  and  of  feeling  as  if  he  Avere  tres- 
passing ill  a garden.  * * * 

It  cannot  fail  to  be  remarked  that  the  great 
boasted  peculiarity  of  peasant  proprietorship, 
even  in  the  accounts  furnished  ly  its  admirers 
and  supporters,  is  that  it  is  a stimulus  to  labor. 
This  is  in  itself  a A'aluable  quality  of  auA’ social 
state,  but  it  is  also  a necessai}'  qualification  of 
real  labor  that  it  be  directed  to  a profitable  pur- 
pose ; and  labor  AA*ill  be  rendered  valuable  in  itself, 
not  hy  the  time  it  occiqiies,  or  the  apparent  diffi- 
culties Avith  Avhich  it  combats,  but  by  the  extent 
to  Avliich  it  perfornLs  aiy  services  of  which  the 
community  desires  performance.  The  hardest 
eminraiice  on  the  treadmill  is  not  in  this  sense 
labor;  and  the  hardest  exertions  to  make  the 
surface  of  a rock  3'iekl  grain  Avhile  there  is  tillable 
ground,  or  aiy  other  productive  means  of  em- 
ploying the  labor  remaining  neglected  beside  it, 
are  not  acceptable  or  coiiimcmlable  service.  If 
Ave  find  in  small  isolated  communities  men  thus 
laboring  hard  and  acquiring  all  the  moral  di.'ici- 
pliiie  that  follows  coiitiuued  exertion — even  if 
Ave  should  re^pect  such  a pheiioinenoii  Avlieii  it 
happens  to  be  exhibited,  Ave  cannot  expect  large 
and  intelligent  communities  Avill  imitate  the  ex- 
ample, and  Avaste  their  labor. 

“ If  Ave  appeal  to  the  AA  orkiiig  classes  in  tlii.s 
countiy — and  it  is  only  by  appealing  to  them, 
that  they  can  be  prevailed  on  to  adopt  any  change 
of  habit  on  such  matters  as  labor  and  occupancy — 
we  do  not  hold  out  any  very  inviting  prospect, 
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Avheii  we  recommend  them  to  .save  moniy  to  bo 
invested  in  land,  in  orih.T  that  Avhen  tliCA’  ]*o.<se.<5 
it,  thcA’’  muA'  lie  induced  and  imi»*l!ed  to  work 
so  much  the  liarder.  Such  an  a]q>eal  avouM  bo 
simply*  calling  on  the  AVorking  classes  to  place 
their  earnings  in  a bad  inve.stmcnt ; ami  tliey 
Avmild  onh'  be  foUoAving  the  example  of  the  edu- 
cated and  richer  classes,  if  they  avoided  if,  for 
tlio.se  clas.ses  do  not  geiieralh*  invest  iu  land 
merely  because  it  is  land,  unless  the  inve.stnieiit 
be  otherAvise  beneficial.  It  will  nut  be  felt  as  a 
sensible  improAement  to  the  AVorkman's  condi- 
tion, that  he  is  called  a landlord,  even  if  he  should 
obtain  the  iirivilege  for  uothing.  if  he  has  still  to 
labor  as  much  as  he  previously  laliuivd,  and  mii>t 
fare  Avorse ; nor  AA'ould  aii}’  discreet  adviser  re- 
commend him  to  take  advantage  of  the  oiqturtu- 
nit}'  so  to  raise  his  condition  should  it  be  offered 
to  him.  If  the  iiosscssioii  of  a small  holding,  upi»u 
the  mere  condition  of  AA'orking  it,  avouUI  not  be 
an  ad\  aiitageous  si»eculation  for  the  working  man 
of  this  countrA',  still  less  AA  ould  it  be  so,  if  he  had 
to  pay  a rent  for  it  as  a tenant,  or  had  to  pay 
Avluit  is  the  .same  as  rent — interest  for  nioiie}^  se- 
cured on  the  laud,  and  jiaid  either  to  the  jiersou 
from  Avhom  he  has  nominally  bought  it,  but  to 
Avhom  is  still  due  the  pureha.se  moiieA%  or  to  a 
creditor  to  Avliom  lie  ouglit  to  have  transferred  the 
land.  That  large  estates  should  be  burdened,  and 
depriA'cd  of  the  manifest  ad\'antages  of  having 
capitalist  jiroprietors,  ha.s  been  already  alluded  to 
as  an  evil;  but  it  is  feared  that  a numerous  jiea- 
saiit  pro]U'ietar\*,  Avith  burdened  possessions,  is  a 
still  greater  evil.  » * * ♦ 

“ There  is  an  eleineuf  likel.v  to  deceiA-e  partial 
obseiwers  in  the  sujterior  productiveness  per  acre 
of  small  over  large  holdings — Avheu  there  is  such 
a superiority,  Avhich  is  a feature  so  often  A ouched 
for,  that  it  sometimes  really  e.xist.”  Mr. 
Burton  then  quotes  from  Mr.  Laing’s  Xotes  of  a 
Traveller^  a passage  exalting  the  labor  of  Flan- 
ders, East  Friesland,  Holstein,  and  all  the  coast 
from  the  Sound  to  Calais,  over  that  of  the  curre- 
spondiiig  couiitiy  from  tlie  Firth  of  Forth  to 
Dover.  Even  granting  this  to  be  true,  ^Ir.  Bur- 
ton sa^'s, — 

“ it  is  possible  to  apply  too  much  labor  to  the 
land,  and  thus  to  buA'  its  productiA’cness  too  dear. 
A forcing  frame  is  tAvice  or  thrice  as  produeth'e 
as  the  same  stiuare  area  subject  to  ordinary- 
cropping,  or  gardening;  but  it  does  not  IblloAv 
that  it  Avoiild  be  advantageous  to  the  community 
to  spend  so  much  labor  and  capital  on  )>rodiictiou, 
as  Avould  be  necessary  to  procure  it  through  the 
instrumentality  of  forcing  frames.  An  acre  co- 
vered Aviili  glass  Avill  perhajis  produce  as  much  as 
five  acres  exposed  to  the  atmosphere;  but  if  it 
Avould  Cost  as  iiuieli  labor,  or  money,  to  cultivate 
the  single  acre  after  this  fa.-'ltion,  as  to  cultivate 
tAvent}*  acres  iu  the  ordinarv  manner,  and  the 
tweiitA'  acres  are  to  be  had,  there  a\  ill  be  no  profit 
ill  the  forcing  sA'stem.  To  make  tlie  man  Avho 
produces  a blade  of  grass,  Avhei  e no  Itlade  of  grass 
has  grown  before,  eminently  meritorious,  he  must 
find  out  the  place  Avhere,  and  the  maimer  in  Avhich, 
his  blade  is  to  groAv  the  cheapest.  Labor  spent 
iu  Avorkiug  up  land,  to  make  it  give  forth  a small 
additional  produce,  Avheii  it  might  have  been  ap- 
plied to  other  land  Avitli  such  efficacy  as  to  effect 
a larger  produce,  is  misspent.  The  man  a>  ho  first 
stated  that  a pin  a day  is  a groat  a year  should 
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Imve  informed  people  how  many  groat’s  worth  of 
labor  they  will  expend  in  collecting  a pin  a day ; 
he  evidently  was  not  the  author  of  the  other  em- 
bodiment of  popular  wisduiiK  which  describes  a 
certain  course  of  action  as  "^>onny  wise  and  pound 
foolish.’ 

“ To  produce  food  is  the  aim  of  agriculture ; 
and,  economically  s]>eaking,  the  peojile  who  ob- 
tain the  largest  quantity  of  food  with  the  least 
expenditure  of  labor  have  made  the  l)est  invest- 
ment of  their  industry.” 

217.  These  arguments  so  admirably  stated  are 
pcrfectl}*  conclusive.  And,  indeed,  it  is  some- 
what remarkable  that  these  small  properties 
should  be  so  earnestly  es]>oused  by  Mr.  Iklill,  who 
is  a tlisciple  of  the  Ricardian  Theory  of  Rent. 
It  is  the  fundamental  dogma  of  the  Ricardian 
school  of  Economists,  that  every  increased  quan- 
tity of  labor  devoted  to  the  laud  produces  a pro- 
portionably  less  and  less  return.  Mr.  Mill  him- 
self distinctly  states  it,  Vol.  I.  p.  216, — • 

“ After  a certain  and  not  very  advanced  stage 
in  the  progress  of  agriculture;  as  soon,  in  hict,  as 
men  have  applied  themselves  to  cultivation  with 
any  energ}',  and  have  brought  to  it  any  tolerable 
tools;  from  that  time,  it  is  the  law  of  ])roduction 
from  the  land,  that  in  any  given  state  of  agricul- 
tural skill  and  knowledge,  by  increasing  the 
labor,  the  produce  is  not  increased  in  an  equal 
degi'ee;  doubling  the  labor  does  not  double  the 
produce;  or  to  ex]»ress  the  same  thing  in  other 
words,  every  increase  of  produce  is  (►btained  by 
a more  than  proi)ortional  increase  in  the  appli- 
cation of  labor  to  the  land.  This  general  law  of 
agricultural  industry  is  the  most  important  pro- 
position in  Political  Economy.” 

Thus  Mr.  Mill,  in  advocating  these  small  pea- 
sant proprietorships,  on  the  score  of  the  industry 
of  their  owners,  is  advocating  a system  of  labor 
which  he  maintains  produces  a constantly  dimi- 
nishing result  for  a constantly  increasing  quantity 
of  labor.  Rut  this  is  the  very  doctrine  Avliich 
Bastiat  has  combated  with  such  brilliant  success 
in  the  Sophisntea  Economiques.  It  is  exactly  the 
old  Protectionist  doctrine  of  encouraging  labor, 
merely  for  its  own  sake.  The  true  Economical 
doctrine  is  to  produce  the  greatest  result  with 
the  least  labor.  Now,  if  a nation  can  obtain  a 
greater  uimmnt  of  corn  and  agricultural  produce 
with  less  labor  and  expense,  by  ex]»orting  its 
manufactures  than  by  growing  it  for  them- 
selves, it  is  clearly  for  their  advantage  to  im])ort 
it  than  to  grow  it.  It  is  just  an  example  of  what 
Adam  Smith  says  about  growing  vines  under 
hothouses  and  making  wine  in  Scotland.  No 
doubt  it  could  be  done,  but  at  thirty  times  the 
expense  at  which  wine  could  be  iiniiorted  from 
the  South  of  Euro]'e.  It  is,  therefore,  much  more 
advantageous  for  the  country  to  purchase  wines 
with  its  produce,  than  to  make  them  itself. 

218.  Nor  is  the  notion  of  encouraging  mere 
industry  for  its  own  sake  better  founded.  There 
can  be  little  doubt,  indeed,  but  that  artisans  work 
a very  great  deal  harder,  mucii  more  continuously, 
and  with  much  greater  intensity  than  agricultural 
laborers,  and  that  their  labor  is  much  more  pro- 
ductive, 

219.  The  last  argument  is  national  happiness. 
It  is  said  that  a nation  of  peasant  proprietors  is  a 
much  happier  people  than  a manufacturing  one. 
We  very  much  doubt  that  national  happiness  is 


produced  by  legislation.  Bad  legislation  may 
produce  much  misery,  and  much  poverty,  but  we 
doubt  that  it  can  produce  either  wealth  or  happi- 
ness. The  function  of  legislation  is  to  remove 
causes  whh  h obstruct  progress  in  wealth,  and 
obstruct  hapi»iiicss,  but  it  cannot  produce  them 
directly.  Rut  the  happiness  argument  seems  to 
us  a very  vague  and  intangible  one.  Are  we 
sure  that  the  people  in  those  countries  are  so  very 
much  happier  than  the  people  in  England  ? We 
are  somewhat  sceidical  on  that  point. 

Rut,  aftei'  all,  the  countries  from  which  those 
who  most  favour  peasant  j>roperties  chiefly  draw 
their  arguments  are  but  very  .secondary  countries. 
The  examjiles  chiefly  cited  are  Switzerland,  Tus- 
cany, and  Norway.  Rut  of  what  weight  are  they 
in  the  councils  of  the  world  ? It  is  perfectly  no- 
torious thai  they  exist  merely  by  the  sufterance 
of  their  more  powerful  neighbours.  Switzerland 
may  he  a h;i])py  country,  but  does  she  exist  of 
her  own  strength,  or  by  tlie  toleration  of  her  more 
powerful  nt  ighbours?  France  would  eat  her  up 
for  a morning  mt^al.  What  is  Tuscany  among 
the  nations  ? What  is  Norway  ? Each  of  the.se 
countries  maybe  hap]>y,  but  it  is  a happy  ob- 
scurity. 'J  hey  have  no  position  to  maintain  in 
the  world,  no  fleets  and  armies  to  support,  to 
make  their  voice  lieard  and  respected  among 
nations.  'J'liey  may  therefore  waste  tlieir  labor 
ill  any  fanciful  way  they  please.  But  the  ques- 
tion is,  is  such  a system  api>licable  to  England? 
England  stands  in  a very  diflerent  imsition  from 
either  of  tuese.  She  has  an  enormous  debt  to 
provide  for,  and  gigantic  fleets  and  armies  to 
maintain.  These  must  be  kept  up  in  order  to 
enable  her  to  keep  her  place  among  peoples.  To 
keep  these  up  requires  constant  and  unremitting 
toil,  and  moreover  that,  that  toil  should  be  direct- 
ed in  the  most  remunerative  cliaiuicl.  That 
England  should  outwork  every  other  nation  is 
the  very  cnulition  of  her  existence.  The  first 
jilace  in  the  world  must  remain  to  that  nation 
which  can  outwork  and  outborrow  every  other. 
The  maintiiiance  of  the  power  of  England  depends 
upon  the  increase  of  her  Capital,  and  to  promote 
that,  it  is  indispensable  that  it  should  be  em- 
ployed in  the  most  productive  manner.  The 
most  productive  manner  of  employing  capital 
mcist  conduces  to  the  increase  of  a thriving  popu- 
lation, and  in  a thriving  population  and  abun- 
dance of  caj'ital  the  power  of  the  nation  manifestly 
consists,  riicre  can  be  no  possible  doubt  that  it 
would  seriously  impair  the  jirogress  of  the  power 
of  England  to  cut  the  land  up  into  peasant  pro- 
perties. And  it  would  be  but  a sorry  day  for 
her,  when  she  should  adopt  the  fatal  advice  of 
designedly  diverting  her  industry  from  a more 
productive  employment  to  one  avowedly  greatly 
less  prndm  tivo.  It  would  be  nothing  less  than 
an  overtlirow  of  the  whole  modern  science  of  Po- 
litical Ecoiiomy. 

220.  Fioni  the  ooiisideration.s  we  have  seen 
above,  she'ving  Iioav  niiicli  more  the  increase  of 
Capital  dei'ends  upon  tiie  rapidity  of  revolution 
than  upon  actual  profits,  it  is  manifest  how  greatly 
it  is  promoied  by  the  multiplicity  of  exclianges. 
In  order  to  encourage  this,  it  is  manifestly  of  the 
gi'eatest  iniptirtance  to  have  things  as  cheap  as 
possible.  T'his  shows  how  injuriously  ignorant 
legislation  may  affect  the  progress  of  national 
wealth.  It  shows  how  injuriously  the  raising  of 
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the  prices  of  cuinmodities  by  heavy  taxes  acts, 
by  arresting  the  rapidity  of  their  circulation,  and 

Iso  preventing  the  growth  of  Capital.  It  shows 
that  it  i.s  far  more  injnriotjs  to  the  progress  of 
wealth  than  the  actual  sum  levied  in  the  way  of 
taxation. 

221.  The  truth  of  these  remarks  is  abundantly 
verified  by  the  prodigious  advance  the  indu.^try 
and  wealth  of  the  country  have  made  since  the 
inauguration  of  Free  Trade.  This  increase  affijrds 
some  measure  by  which  wc  may  f<u*m  some  idea 
of  the  enormous  injury  sustained  during  the  long 
prevalence  of  Protection.  It  may  be  asserted 
j with  tlie  greatest  safety  that  England  would  have 

been  a richer  country  by  many  thousands  of 

1 millions,  if  .she  had  not  been  cramped  in  her  pro- 

gres.s  by  these  fatal  theories.  Roisguillebert  Mas 
one  of  the  first  to  call  attention  to  the  Economical 
effects  of  good  or  bad  administration.  If  any  one 
M'ishes  to  have  some  idea  of  the  destructive  effects 
of  bad  government  on  national  M’ealth,  he  may 
read  them  in  Mr.  Senior’s  Turkish  Journal. 

222.  We  must  now  bring  this  article  to  a con- 
clusion. It  is  but  a brief  survey  of  the  .subjects 
^ it  comprehends.  Each  of  them  demands  a se[ia- 
rate  investigation,  and  for  fuller  information  m g 
must  refer  to  the  several  heads  of  Anm  ities  ; 
Rank  Note;  Rill  of  Exchange;  Rill  of 
liADiNG ; Dock  AVarrant;  Credit;  Copyright; 
Goodwill;  Funds;  Practice;  Property; 
Riches;  AV'ealth;  Value. 

i 223.  The  preceding  article  is  onl}’-  one  among 

I many  examples,  of  the  immense  importance  of 

I obtaining  true  conceptions.  As  s*>on  as  m’c  obtain 
S a firm  grasp  of  the  conception  tliat  Property  is 
not  a Thing,  but  a RIGHT,  we  find  that  a blaze 
of  light  is  throMii  over  the  whole  subject.  It 
t immediately  proves  the  independent  exi.stence, 

i and  explains  the  nature,  of  gigantic  masses  of 
^ property,  which  have  either  been  entirely  over- 
looked by  Economists,  or  avIiosc  nature  Inis  been 
greatly  misunderstood.  We  are  jiersuaded  that 
no  one  acquainted  M'ith  Mathematical  and  Physi- 
cal science  can  fail  to  see  that  the  preceding 
considerations  give  as  great  an  extension  to  the 
field  of  Political  Economy,  as  Algebra  did  to  the 
field  of  Arithmetic,  by  the  introduction  of  negative 
quantities.  Algebra  sheM's  us  that  quantities  ex- 
tend on  ho(/i  sides  of  0 to  infinity,  and  that  positive 
and  negative  quantities  arc  to  be  added  together 
to  find  the  mass  of  the  totality.  This  is  also  the 
case  in  Natural  Philosophy.  And  the  jtreceding 
considerations  shew  by  the  strictest  analogy  that 
the  Property,  or  the  Right  to  the  future  may  be 
measured  M’ith  as  great  exactness  as  the  Proi)orty, 
i or  right  to  the  past.  And  that  these  tMO— the 
I Property  in  the  past,  Mdiich  is  positive,  and  the 
Poperty  in  the  future,  M-hich  is  negative — are  to 
be  ADDED,  to  find  the  mass  of  the  totality  of  Pro- 
I perty. 

* 224.  But  not  only  do  the  preceding  considera- 

tions give  this  extension  to  the  field  of  Political 
Economy,  but  they  introduce  as  great  a revolution 
in  the  ?nei/iod  of  treating  it,  as  tlie  iutroductioii  of 
the  doctrine  of  motion  into  the  old  geometry.  As 
soon  as  we  understand  that  Cajiital  is  an  increasing 
quantity,  there  is  at  once  the  doctrine  of  motion 
introduced  into  Political  Economy,  with  all  its 
consequences.  These  ideas  have  been  actually 
involved  in  the  very  language  M'hich  Economists 


have  used.  All  have  admitted  that  capital  is  an 
increasing  quantity,  and  in  this  age  Mheii  the 
knoM'ledge  of  Natural  Philosophy  is  so  spread,  it 
i.s  little  less  than  marvellous  that  they  should 
scarcely  have  liad  the  slightest  notion  of  the 
necessary  consequence  of  the  language  they  M ere 
using.  It  Mas  po.sitively  bursting  M'ith  this 
conception.  Yet  only  tMO,  that  M*e  are  aM'are  of, 
seem  to  have  felt  its  true  significance.  Thus 
Rastiat  says,  Harmonies  Economiqnes ; Capital 
/l221.  “Le  vires  acquirit  enndfi  s'ajiplique  avec  une 
exactitude  rigoureuse  au  (’apital,  et  a sa  bleiifais- 
aiite  influence.  Tout  Cajdtal  qui  se  forme  iaisse 
necessairement  disponible,  et  du  travail,  et  de  la 
remuneration  pour  ce  travail.  J1  pnrte  done  en 
lui-mOme  une  puissance  dc  progression.  II  y a 
en  Ini  quelqne  chose  qui  ressemble  a la  loi  des 
vite.sses.” 

So  Mr.  Jennings,  Katural  Elements  of  Political 
Economy^  p.  259. 

*‘Our  instruments,  although  acting  on  and 
through  the  princli)les  of  human  nature,  are  found 
to  consist  of  metallic  indices  related  as  parts  and 
multiples,  and  not  less  capable  of  being  made 
I subservient  to  the  processes  of  exact  calculation 
than  are  the  instruments  of  any  purely  physical 
art.  The  results  of  these  principles,  M'lieii  ob- 
1 served,  may  thus  be  expressed  in  figure.s,  as  may 
also  be  the  anticipated  results  of  their  future  ope- 
ration, or  such  relations  as  those  of  (iuaniily  and 
A'alue.  Value  and  Rate  of  Production  mav  bo 
exhibited  in  the  fornuiUc.  and  analyzed  bv  the 
different  methods  of  Algebra  and  Fluxions.” 

225.  Seeing,  then,  that  the  very  language 
Mhieh  Economists  are  compelled  to  use  neces- 
sarily involves  conceptions  M'hich  are  strictly 
analogous  to  those  of  Natural  Philosophy,  the 
time  has  come  Mhen  the  science  of  Political  Eco- 
nomy must  be  treated  in  a manner  strictly  ana- 
logous to  that  apjdied  to  Physical  Science.  The 
M*ork  of  Economists  since  the  davs  of  Adam 
Smith  has  been  almost  entirely  destructive. 
There  is  no  one  mIio  has  conferred  more  en- 
during benefits  on  the  human  race  than  Adam 
Smith,  and  those  eminent  men  M'ho  have  given 
effect  to  his  doctrines  in  practice.  Rut  M e must 
never  forget  that  their  principal  Mork  was  to 
Ix-at  doM'u  and  destroy  the  mischievous  theories 
of  Protection.  To  destroy  error  is  a very  dif- 
ferent matter  from  erecting  a great  science.  Since 
the  time  of  Adam  Smith  vast  inasse.s  of  economic 
truth  have  been  discovered,  but  they  lie  in  a 
crude  and  unconnected  state.  The  business  of 
future  Economists  is  to  reduce  these  masses  of 
acknoMledged  truths  into  one  great  harmonious 
science,  by  discovering  the  fundamental  coucep- 
' tions  and  axioms  mIhcIi  connect  them.  The  time 
, has  come  to  realize  the  sublime  coiuejilion  of 
! Bacon,  Avho  Mas  the  first  to  see  that  Natural  Phi- 
i losophy  is  the  mother  of  all  science,  and  that  the 
I reasonings  of  all  science  must  be  referred  to  that 
for  comparison  and  rectification.  That  Political 
Economy  is  based  on  certain  peculiar  conceptions 
and  axioms,  like  every  other  great  science,  is  an 
' indubitable  fact.  And  Mhen  they  have  been 
searched  out  and  investigated,  and  tested  by  the 
acknoM’iedged  hiAvs  of  Inductive  Logic,  I’olitical 
‘ Economy  Mill  then  be  fitted  to  take  rank  as  tlie 
youngest  sister  of  the  Physical  Sciences.  (Pre- 
liminary Discourse.) 
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ANALYSIS  OF  THE  AUTICLE. 


J 1-0.  Xecrssih/  o f obtaining  accurate  conceptions^ 
which  are  not  arbitrary^  but  fountlctl  in  nature. 

§ 10.  Two  Canons  applicable  to  the  ffrniation  of 
Economical  Conceptions  and  Axioms. 

I.  Idle  fundamental  Conceptitms  and  Axioms 
of  any  Science  must  he  perfectly  f^eneral. 

II,  S^o  i^encnd  Conception^  and  no  general 
Axioniy  must  contain  any  element  invoicing 
more  than  one  fnudanuntal  idea* 

11.  Examples  of  this — The  definition  of  Me- 
chanical force:  and  Aristotle's  definition  of 
^Vealih.  ’ 

§ 12.  When  coHceptionsare  obtained  inductirely^we  \ 
must  proceed  deductively  to  discover  all  classes  i 
o f cases  to  which  they  are  applicable.  ! 

§ 13-17.  Investigation  of  the  origin  and  meaning 
of  Capital  in  Greeks  Latin^  Italian.,  and 
French. 

§ 18-34.  Investigation  of  the  meaning  ottribuff^d  to 
the  word  Capital  by  Turgot.,  Adam  Smith, 
xT.  B.  Say,  Ricardo,  Malthus,  Mr.  Senior^ 
xTames  Ilill^  Mr.  McCulloch.,  Rossi^  Mr.  J,  S. 
Aim.  Coquelin. 

§ 35.  General  sense  to  he  collected  from  these 
writer.^  that~Capital  is  Wealth  accnmidated 
from  past  human  labor,  and  employed  in  a 
particular  manner. 

§ 30.  This  conception  violates  the  Canmis  above 
stated  in  ^ 10. 

§ 37-39.  Tht*  limitation  ^‘‘accumulation  of  past  la- 
bor," not  the  essence,  hut  the  accident,  of  Ca-  ' 
pital,  and  to  he  rejected  from  the  general 
conception. 

§ 40,41.  This  agrees  with  passages  m Air.  Senior, 
and  Air.  J.  S.  Alill. 

§ 4'2.  Remarks  o f Dr.  Whatehj  on  the  conception  of 
Value,  applicable  to  other  conception.'i. 

General  C(mception  of  Capital — Capital  is 
an  Economic  Element  devoted  to  the  purposes 
of  profit. 

§ 43.  Investigation  of  the  question — What  is  an 
Economic  Elements 

§ 44-54.  Examination  of  the  opinions  of  Econo- 
mists, whether  incorporeal  elements  are  to  he 
admitted  into  Political  Ecnnfnny.  The  opi- 
nions of  Socrates,  Aristotle,  Turgot,  Qnesnay, 
Beccariff,  Adam  Smith,  J.  B.  Say,  R/cardo, 
Air.  Senior,  Alalthus,  Bastiat,  AI.  Baudril- 
lart.  Air.  Cnzenove. 

§ 55-59.  The  question  is  to  he  determined  by  the. 
analogy  of  the  Physical  Sciences. — They  shew 
that  incorporeal  elements  are  to  he  admitted 
into  Political  Economy.  Everything  of  which 
the  value  may  he  measured  is  an  Economic  Ele- 
ment. Agreement  of  Al.  Alichel  Chevalier  in 
this  opinion. 

§ GO-09.  Conception  of  Capital  adopted — Capital 
is  an  Econotnical  Element  used  for  the  pur- 
poses of  profit. 

Capital  is,  therefore,  an  increasing,  or 

COXTIXL'OC.S  QL'AXXn  Y. 

//,  therefore,  extends  from  the  past  into  the 

FUTURK. 

§ 70  75.  Explanation  o f the  meaning  rf  the  terms 
pf»sitire,  and  negative,  in  Algebra  and  Xatural 
Philosophy. 

Capital  is  a CoxTfyrors  Qt:axtitt,u'^/cA 
passing  through  0,  or  the  present,  into  fntu-  I 
rdy,  CHANGES  ITS  SIGN. 


76-79.  means  that  the  property,  or  right, 

in  past  profits  is  ptfsitire,  and  the  property,  or 
right,  fo  future  profits  is  negative.  And  these 
latter,  or  negative,  rights  are  to  be  added  to  the 
former,  or  positive,  ones. 

§ 80-93,  Investigation  of  the  different  .species  of 
i'apital,  based  upon  Aristotle  s doctruw  of 
Value. 

§ 94,  95.  Ir  IS  Demand,  or  COXSUMPTTOX, 

AND  NOT  LAHOU,  THAT  GIVES  ValUE  TO 

PKOr»UCT10X. 

§ 96-99.  On  the  nature  of  the  Funds,  and  (he  opi- 
nions if  J.  B.  Say  and  Air,  J.  S.  Alill  respect- 
ing tin  m. 

§ 100-104.  Every  mans  income  is  paid  out  of  the 
income  o f .stone  one  else. 

§ 105, 106.  The  funds  are  independent  property. 

§ 107, 108.  The  word  Property  denotes  an  attri- 
bute vested  in  the  person,  and  not  in  a thing. 

§ 109.  Things  which  may  be  the  subject  of  property 
are  di  ruled  into  two  fundamentally  distinct 
clas.ses. — 

I.  Tho.se  which  are  in  a state  of  complete 
and  final  e.vistence  at  the  time  of  posses- 
sitoi. 

II.  Those  which  only  come  into  existence  at 
future  intervals  of  time 

But  ulthimgh  they  only  come  into  existence 
at  future  intervals  of  time,  the  PKOPEKTY 
or  1U<;IIT  to  them  is  PRESENT. 

§110.  The  Theory  of  the  Value  of  Land  is  the 
grammar  of  the  Theory  of  Value  in  general. 

§ 111-127.  Investigation  of  the  theory  of  the  Value 
of  Land,  Railways,  Canals,  Shares  in  Com^ 
mercial  Companies  of  all  sorts. 

The  Capital,  or  source  of  Profit,  and  the 
Profits,  are  separate  and  distinct  property. 

In  some  cases,  the  Value  of  the  Capital 
may  renuiin,  and  the  Value  of  the  Profits  may 
remain. 

In  other  cases,  the  Value  of  the  Profits  may 
remain,  while  the  Value  of  the  Capital  vanishes. 

In  other  cases,  the  Value  of  the  Capital 
may  remain,  while  the  Value  of  the  Profits 
vanishes. 

In  other  cases,  the  Value  of  the  Profits,  and 
the  Value  of  the  Capital,  may  vanish  together. 

§ 128-134.  Shares  in  C(tmmercial  Companies  are 
separate,  independent,  and  incorporeal,  pro- 
perty. 

Analogous  to  a share  hi  a company,  are  the 
Goodwill  of  a business.  Copyright,  the  Prac- 
tice o f a I'nfessional  man. 

All  these  are  separate,  independent,  and  in- 
corporetd  prupt^rty,  which  may  be  accumulated, 
and  trunsferred  from  person  to  person,  like 
material  pnfducts. 

All  thi.\  mass  of  property  has  been  omitted 
by  Economists  in  framing  a definition  of 
Wealth. 

§ 135.  This  confirms  the  necessity  of  rejecting  the 
accumulation  of  past  human  labor"  from 
the  definition  of  Capital. 

§ 136,  137.  Third  species  of  property,  where  the. 
Capital,  or  source  of  profit,  is  immaterial,  but 
the  pi'orfnct  material. 

§ 138.  Fourth  species  if  property,  where  the  Capi- 
tal and  the  Product  are  both  immaterial. 

§ 139.  Objection  to  the  criterion  of  Wealth  pro 
posed  by  Malthus  and  M.  Baudrillart. 

§ 140,  141.  J.  B.  Say  and  Dr.  Whutely  xvere  the 
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first  Economists  to  see  that  Rights  are  Eco- 
nomical Elrmeufs. 

PROPERTY  13  NOT  A TIirXG  hut  a 
RIGHT. 

Distinction  hetweeu  the  transfer  of  the  pos- 
session of  a thing  and  a transfer  of  the  ]/ro- 
perty  in  it. 

142-162.  Investigation  of  the  nature  of  CiiEmr. 

Opinions  of  Hamilton,  Daniel  Webster,  Air. 
McCulloch,  Mr.J.  S.  Mill,  and  Bastiat,  that 
Credit  is  Capital. 

163-168.  Investigation  of  the  nature  of  the  F ends. 

169.  Enormous  extent  of  incorporeal  Wealth. 

170.  On  Air.  J.  S,  AlilVs  account  of  Utilities. 

171.  Is  gas  Wealth? 

172.  Question  proposed  to  Economists  who  deny 
incorporeal  elements  admission  into  Political 
Economy. 

173.  The  different  .species  of  Property  : the  do- 
main of  Political  Economy,  may  be  divided 
into  three  classes, — 

1.  The  right  to  the  use  and  enjoyment  of  ex- 
isting material  products  of  all  degrees  of 
durability. 

2.  7'he  right  to  the  use  and  enjoyment  of 
immaterial  products,  which  perish  in  the  j 
using. 

3.  The  right  to  the  use  and  enjoyment  of  \ 

products  of  all  sorts,  which  have  no  pre- 
sent existence,  but  only  come  into  existence 
at  some  future  time.  Although  these  pro- 
ducts are  future,  the  right  to  them  is 
present,  and  may  be  accunndated,  and 
transferred  by  .sale,  or  exchange,  equally 
as  any  material  products.  [ 

2'he  first  two  classes  of  products  having  an 
actual  existence  at  the  time  of  the  exehaxige,  ' 
may  he  called  positive.  \ 

The  third  class  having  no  actual  existence  \ 
at  the  time  of  the  exchange,  may  be  called 
negative.  \ 

The  rights  to  products  of  the  third,  or  nega- 
tive, class  are  to  he  ADDED  TO,  not  sub- 
tracted FROM,  those  of  the  first  two. 

174,175.  Further  consideratiojts  7'especting  In- 
corporeal Capital. 

176.  Error  of  Maltlms's  doctrine  of  popxdation. 

177-179.  Problems  of  maxima  and  minima  in 
Political  Economy.  Error  of  Ricardo's 
Theory  of  Rent. 

180-185,  On  fixed  and  floating  Capital. 

186-188.  Error  of  some  prevalent  doctrines  on 
Capital. 

189.  Comparison  of  hire,  or  rent,  with  price. 

190,  191.  Labor,  Materiality  and  Dura- 
bility are  (dl  the  Accidents,  and  not  the 
Essence  of  Value. 

DEMAND  IS  THE  ONLY  SOURCE  of 
VALUE. 

V(due  requires  the  concuj'rcncc  of  two 
•minds. 

192,  193,  It  is  not  labor  which  is  the  cause  of 
Value,  but  Vtdue  which  attracts  Labor. 

194.  Vahie  originates  in  the  mind. 

195  201.  Rejection  of  Utility  as  the  basis  of 
Value. 

Quotation  from  Dugald  Stewart  illustrating 
the  Doctrine  of  Value. 

202.  These  considerations  useful  hi  the  Theory 
of  the  Income  Tax. 

203-215.  Oh  the  Increase  of  CapUid. 


(Ja pital  may  he  productively  employed  m 
three  ways 

1.  In  augmenting  the  quantity  of  existing 
things. 

2.  In  adding  to  the  value  of  existing  things. 

3.  hi  .substituting  things  of  greater  vfilne  in 
the  stead  <f  things  of  less  value  in  any 
place. 

On  the.  revolution  of  Capital,  and  Rate  of 
Profit, 

§ 216-219.  On  lu  grande  and  la  petite  culture. 

Quotation  from  Air.  John  lldl  Burton 
regarding  this. 

§ 220,  221.  De.sirahle  to  promote  multiplicity  of 
Exchanges. 

§ 222.  Inferences  to  other  articles. 

§ 223.  The  considerations  in  this  article  give 
as  great  an  extension  to  the  field  of  Political 
Economy,  as  Algebra  did  to  the  field  of 
Arithmetic. 

§ 224.  And  they  introduce  ns  ereat  a revolution 
in  the  method  of  irealiug  it.  as  the  introduc- 
tion of  the  Doctrine  of  motion  into  the  old 
Geometry. 

§ 225.  Conclusion. 


CAPITAL  AND  LABOR. 

A brief  and  candid  enquiry  as  to  the  present  state 
and  future  prospects  of  the  agricultural  and  manu- 
facturing labouring  classes,  with  the  mutual  depend- 
ence o f Capital  and  Labor  upon  each  other.  Lon- 
don, 1848. 

CAPITALISTE. 

Lettres  (I un  CapitaUste  nouvellement  etubli  en 
France  d un  Banquier  de  londres.  Paris,  1603. 

CAPITELLI,  DOMENICO. 

Comento  ideologico-storico-pratico  delle  leggx 
relative  air  accessione  industriale  mobiliare.  Na- 
poli, 1836. 

CAPMANY  Y MONTPALAU,  ANTONIO 

DE,  an  eminent  Spanish  writer  of  the  last  cen- 
tury, was  born  at  Barcelona,  24th  November, 
1742.  lie  served  iii  the  army  for  si'ine  lime,  and 
then  took  ]iart  in  a scheme  to  colonize  the  Sierra 
^lorena.  This  having;  failed,  he  went  to  live  at 
Madrid.  lie  travelled  in  Italy,  France,  Germany, 
and  England.  He  resided  at  Madrid  till  1608. 
gi’eatly  respected  by  the  government.  When  the 
Ercncli  entered  Madrid,  he  retired  to  Seville,  and 
afterwards  was  a member  vt'  the  Cortes  of  Cadiz, 
whore  he  died  of  yellow  fever  in  1613, 

Capmany  published  several  works  in  general 
literature.  His  economical  w ritings  are. — 

('odigo  de  los  iutstnmbra.<  maritimas  ilc  Barce- 
lona, hasta  aqui  vulgarmente  clamodo  lihro  del  con- 
snlado.  1791 . 

Alcmorias  historicas  sobre  la  marina,  conicrcio  y 
artes  de  la  autigiia  ciudud  dr  Jiarcrlona.  Madrid, 
1779-92. 

Qiicstioncs  criticas  sobre  varios  puntt^s  de  his- 
toria  economica,  politica, y mditar.  Madrid.  1617. 

Discurso  ecouomico-politico  oi  defensa  del  tra- 
hajo  mrcanico  de  los  ineuestndes.  y de  la  influencia 
de  .<ns  gremios  en  las  costumbres  populare.<.  Ma- 
dritl.  1776. 

'I'his  latler  work  liid  not  appear  in  Capuuiny’s 
name,  but  is  generally  attributed  to  him.  I'he 
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others  are  very  highly  esteemed  by  ail  writers.  ' part  of  tlie  respective  trading  parties?”  We 

I’he  second  is  unn*e  especially  valuable,  as  it  con-  ; should  have  imagined  that  every  public  man  and 

tains  a large  collection  of  original  documents  re-  every  public  writer  of  the  present  day,  avIio  had 

luting  to  the  commerce  of  Barcelona  in  the  middle  the  slighte.st  claim  to  be  considered  as  an  Eco- 


ages. 

CAPON,  PAUL. 

iVo/i  opinion  sur  les  Jinances.  Paris,  1798. 

CAPPE,  HEINRICH  PHILIPP. 

Besti'hreibun^  der  Mainzer  Miuizen  des  Mit~ 
Udalters.  Dresden,  1856. 

Beschreihung  des  Miinzen  des  i^ormaligen  Kai- 
si'Hichen  freieu  iceltUchen  Stifts  Quedlinhurg. 
Dresden,  1851. 

Die  Mittehdter  Miinzen  von  Miinster^  Osna- 
brih'k.  Paderborn^  Corveu  und  Hervord.  Dres- 
den, 1«50. 

CAPPEL,  JACQUES.  The  younger,  Sieiu 
tic  Tilloy. 

De  ponderihnSy  munmis,  et  mensuris.  Fraiico- 
furti,  1606-07. 

CAPPONI,  GINO. 

Cinfjue  Letteru  de  economia  Toscana.  Firenze, 
1M5. 

CAPPS,  EDWARD. 

Early  in  18.57,  the  Society  of  Arts  anmmnced 
that  a Mr.  Henry  Johnson  had  placed  £200  in 
their  hands,  as  a prize  to  be  given  to  tlie  author 
of  tlie  best  ‘‘Essay  on  the  present  Financial  Po- 
sition of  tlie  C(uintry,as  atfected  by  recent  events, 
in  whicli  the  principle  of  a Sinking  Fund  should 
be  disenssod,  and  also  an  investigation  made  as 
to  the  best  mt>de  of  go*admilIy  li(|iiidating  the 
Xational  Debt.”  Tlie  Society  appointed  Mr.  J. 
*r.  Dausoii.  Fellow  of  the  Statistical  Society;  Mr. 
I'harles  Neate,  Professor  of  Political  Economy  in 
the  rniversity  of  Oxford;  ami  Mr.  Jacob  Waley, 
Professor  of  Political  Economy  in  University  Col- 
lege, Lrnidon,  as  adjudicators  of  the  Prize.  Mr. 
Edward  C’a])ps  was  tlie  fortunate  winner  of  the 
prize  in  an  essay  entitled, 

The  National  Debt  Jhiancitdly  con.^idered. 

The  importance  of  the  subject  certainly  invites 
our  attention  to  the  essay  which  obtained  this 
prize.  The  author  tells  us  in  his  preface,  that  he 
is  not  a litterateur  by  profession,  but  regularly 
occupieil  dnriug  eight* or  nine  hours  of  each  daV 
in  commercial  pursuits,  and  that  the  essay  was 
coni])osed  during  the  intervals  before  and  after 
business.  This,  he  says,  does  not  exempt  his 
essay  from  fair  and  candid  criticism.  This  is 
tmf|uestionably  true;  and  in  the  following  re- 
marks we  shall  do  nothing  but  examine  into  the 
book  as  it  stands,  without  reference  to  its  origin. 
At  p.  xiii.,  however,  of  his  Preface,  Mr.  Capps 
rather  shakes  our  confidence  in  his  Economical 
knowledge,  for  he  says,  “There  does  not  appear 
to  be  any  general  agreement  among  public  men 
and  public  writers,  as  to  the  main  point  to  be 
aimed  ut  in  the  prosecution  of  our  trade  with 
foreign  countries  ? Ought  M e to  aim  at  an  excess 
of  exports,  or  an  excess  of  imports?  Has  the 
trade  which  we  liav^e  been  carrying  on  with  other 
nations  for  the  last  fifty  years,  resulted,  on  the 
whole,  in  a fair  exchange  of  equal  values  on  the 


' nomist,  and  M'ho  understood  the  fallacv  of  the 
: Theory  of  the  Balance  of  Trade,  >vas  perfectly 
* aM'are  of  the  tact,  tliat  the  value  of  our  foreign 
, Trade  M'as  measured  bv  the  cxces.**  of  the  value 
j of  the  iiuporis  over  the  exjiorts.  Mr.  Capps  is  a 
, commercial  man.  Would  he  con.sider  that  he 
Avas  flourishing  in  business  according  as  he  sells 
to  the  public  at  prices  exceeding  or  falling  short 
of  Avhat  his  commodities  cost  him?  We  should 
imagine  that  every  person  knew  that  he  gains 
I just  in  proportion  as  he  can  sell  his  goods  for 
more  than  they  cost  him.  So  it  is  Avith  the 
national  shot».  The  nation  must  manifestly  gain 
I ju>t  in  proportion  as  it  sells  its  go<Kls  to  foreign 
1 nations  for  more  than  they  have  cost  it.  If  Mr. 

Capps  had  been  Avell  posted  up  in  economical 
1 knowledge,  be  Avonld  also  have  known  that  in 
commerce  both  sides  gain, — not  of  course  in  every 
, individual  instance,  because  many  persons  make 
bud  speculations,  but  upon  the  Avhole, — or  else 
how  could  commerce  lie  carried  on  ? 

Tlie  essay  is  divided  into  two  parts I.  The 
Statistics,  History,  and  Operation  of  the  National 
Debt.  II.  The  present  financial  condition  of  the 
country,  and  suggestions  for  improving  it. 

Iiitroductofv  remarks  occupy  Chap.  1.  of  Part  I., 

, and  Chaps.  II.  and  III.  give  a slight  sketch  of  the 
I history  of  thr  debt  from  its  rise  to  1810,  in  which 
I Mr  Capps  animadvertson  the  improvident  manner 
I ill  Avhich  sewral  of  the  loans  Mere  raised;  and  at 
p.  10,  thinks  (hat  if  no  debt  existed,  the  expenses 
of  each  year  might  ahvays  be  j>rovided  for  by  the 
taxation  of  oach  year,  and  that  all  borrowing 
' upon  annuities,  temiiorary  or  perpetual,  should 
be  proliibited. 

In  Chap.  1 V'.  he  impiires,  “ Mhat  was  the  value 
really  borrowed  by  the  State  in  the  contraction  of 
the  National  Debt^  up  to  the  year  1816.”  He  says, 
that  up  to  that  time  the  nominal  Cajutal  of  the 
Debt  Avas  augmented  by  at  least  276  millions 
I sterling  beyond  the  sum  actually  receu'ed,  and 
that  this  dirtt  rence  Avas  increased  by  the  A'arious 
alterations  in  the  monetary  system  of  the  country, 
by  the  measures  of  1797*,  1819,  and  1844.  He 
I proposes,  therefore,  to  ascertain  the  real  value 
, lent  to  the  nation.  In  1815,  he  says,  it  stood  at 
816  millions  of  pounds.  He  criticizes  Sir  Robert 
Peel's  definilioii  of  a pound,  that  “according  to 
j the  ancient  monetary  policy  of  this  country,  the 
meaning  of  a pound  is  neither  more  nor  less  than  a 
! certain  definite  quantity  of  gold,M  itli  a mark  upon 
! it  to  determine  its  weight  and  fineness.”  That  Sir 
I Robert  Peel  fell  into  a slight  error  in  saying  that 
1 the  “ pound”  was  always  goldj  is  true,  because  it 
' Avas  anciently  silver,  ami  then  gold  and  silver 
j conjointly;  but  he  is  siibslantially  right,  that  it  i.s 
I a definite  quantity  of  silver  or  gold,  Avith  a mark 
I to  certify  its  weight  and  fineness. 

I Mr.  Capps  hoAvever  maintains  that  during  the 
I period  when  the  greater  part  of  the  debt  Avas 
I contracted,  “liie  pound  Avas  not  practically  a 
I nietallic  poiiii'l  at  all,  but  merely  a piece  of  paper 
^ issued  by  the  Bank  of  England,  of  no  intrinsic 
value  Avhatev-.T,  but  alone  valuable  in  the  propor- 
tion that  it  Avould  purchase  commodities.”  Pray, 
let  us  ask  Mr.  Capps,  what  intrinsic  value  have 
' gold  and  silver?  What  value  have  they  at  all, 
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except  as  they  Avill  purchase  commodities? 
Further,  Mr.  Capps  is  a commercial  man;  he, 
therefore,  probably  recch-es  and  accepts  Bills  of 
Exchange  in  the  course  of  his  business.  Now 
suppose  he  has  received,  or  given,  a Bill  of  I5x- 
change,  i.  e.,  received  or  given  a debt  contracted 
in  paper,  Avould  he  consent  to  receive,  or  Avonld 
he  demur  to  pay,  gold  for  a debt  contracted 
in  paper?  We  imagine  he  Avould  scout  such  a 
notion.  Well,  then,  Avliat  Avere  Bank  notes  during 
the  suspension?  They  were  “ promises  to  pay ” 
solemnly  jiledged  to  be  redeemed  in  gold  at  the 
end  of  the  Avar.  To  refuse  to  j>ay  these  notes  in 
gold  AA^ould  have  been  as  much  a bankruptcy,  as 
it  would  be  in  Mr.  Capps  to  oiler  to  pay  his  oavu 
acceptances  at  15.v.  in  the  pound. 

Mr.  Capps  then  goes  into  an  investigation  of 
the  nature  of  a standard  of  value,  and  at  p.  44, 
says,  that  gold  and  silver  are  no  standards  of 
A'alue  apart  from  the  price  of  provisions.  Thereby 
shewing  that  they  have  no  intrinsic  value,  any 
more  than  Bank  Notes.  Having  rejected,  then, 
gold  and  silver  as  standards  of  Value,  he  adopts 
corn  as  the  only  true  standard,  a notion  Avhich  we 
may  say  is  altogether  ex]>loded  now.  He  says, 
“During  the  century  Avliich  elapsed  from  the 
commencement  of  tlie  debt,  to  the  beginning  of 
the  Freiicli  re\*oIutiouary  war,  the  average  jiriee 
of  M’heat  was  as  nearly  as  possible  36^.  per  ipiarter, 
or  4.V.  6d.  a bushel.  The  debt  contracted  during 
this  period  stood,  nominally,  at  the  beginning  of 
1793,  at  £229,614,496,  from  Avhich  Ave  must 
deduct  £29,119,710,  being  the  amount  artificially 
added  to  the  debt  by  the  mode  of  borrow- 
ing adopted.  This  Avill  leaA'c  a balance  of 
£200,494,786,  Avhich  being  reduced  into  Avheat 
at  36^.  ]ier  quarter,  gives  the  real  sum  borroMed, 
in  the  necessaries  of  life,  as  111,385,992  quarters 
of  Avheat. 

“From  1793  to  1816,  the  price  of  Avheat  may 
be  reckoned  at  about  80.v.  per  quarter.  The  debt 
contracted  during  this  period,  Avas,  as  Ave  have 
seen  in  a former  cliapter,  nominally  £586,697,433, 
but  really  only  £339,131,500;  M hkh  also  being 
reduced  into  quarters  of  Avlieat  at  80.v.  a quarter 
gives  a further  amount  borrowed  of  84,782,875 
quarters ; and  adding  this  to  the  funner  amount, 
we  arrive  at  a gi'aiid  total  of  196,168,867  quarters 
of  Avheat,  as  the  real,  true,  and  just  amount  of 
our  National  Debt,  as  it  stood  at  the  close  of  the 
French  war,  if  measured  in  the  real  and  natural 
standard  of  Value,  It  is  this,  or  the  equivalent 
of  this,  that  the  fundholder  parted  with  to  become 
the  creditor  of  the  nation,  and  to  the  repayment 
of  this,  he  is  at  least,  fairly  entitled,  if  the  contract 
Avith  him  be,  as  Colonel  Thompson  expresses  it, 
‘substantially  fulfilled.'  ” 

Nom'  let  us  ask  Avhat  is  the  drift  of  all  this 
long  iuA'estigatiou?  Does  ]\lr.  Ca]>ps  really  pro- 
pose that  the  fundholder  should  be  compelled  to 
accept  this,  in  discharge  of  his  claims  ? Would 
any  commercial  man  seriously  projiose  such  a 
thing  in  Ids  own  business?  He  accepts  a bill  at 
six  months.  During  that  time,  Avheat  has  fallen 
from  10s.  to  50.v.,  no  uncommon  occurrence. 
Would  Mr.  Capps  seriously  propose  that  in  .such 
a case  the  acceptor  of  a bill  should  be  discharged 
oil  paying  the  price  of  as  many  quarters  of  corn 
at  505.,  as  AA'oiild  have  bought  the  same  number 
at  70.S.?  Suppose  the  reverse  case,  supposes  Mr. 
Capps  had  accepted  a bill  at  six  mouths,  Avheat 


being  505.,  and  during  the  currency  of  the  bill 
Avheat  rises  to  10s. ; Avould  Mr.  Capiis  be  Avilling 
to  pay  his  creditor  as  much  additional  money  as 
Avould  be  suflicient  to  buy  an  equal  number  of 
quarters  of  Avheat  at  70.v.,  as  the  sum  lie  agreed 
to  pay  Avould,  Avhen  wlieat  m os  at  50.v.  ? 

There  is  no  man  in  business  but  AA'ould  scout 
such  a notion,  as  utterly  visionary  and  absurd. 
It  Avould  introduce  perplexities  into  commerce 
a thousand  times  Avorse  than  Avhat  exist  already. 
Wlien  Avill  Avriters  learn  that  the  finance  of  the 
nation  is  to  be  treated  exactly  in  the  same  AA*ny 
as  the  monetary  concerns  of  a private  jiorson  ? 

Mr.  Capps's  4th  chapter,  therefore,  either  helps 
us  to  nothing,  or  it  favors  a scheme  that  no  states- 
man or  Parliament  Avould  CA’cr  entertain. 

Chap.  V.  continues  the  sketch  of  the  history 
of  the  debt  to  1857.  Chap.  VI.  is  on  the 
“ Change  produced  by  the  national  debt  in  the 
system  of  taxation  of  the  country.,  ” in  Avhich  he 
maintains  that  a great  ami  permanent  alteration 
in  the  system  of  taxation,  namely,  from  one 
chiefly  direct,  to  one  chiefly  indirect,  A\as  estab- 
lished at  the  period  of  the  debt.  But  Mr.  Capp.s 
is  not  consistent  Avith  himself,  for  he  .says  immedi- 
ately after,  that  the  Long  Parliament  originated 
the  change  in  1643,  fifty  years  before  the  Bank  ! 
Moreover,  CA'cn  granting  tlie  change  tmik  place 
concurrently  with.,  that  does  not  prove  that  it  Avas 
produced  by  it.  That  is  even  a AVorse  fallacy  than 
the  post  hoc^  ergo  propter  hoc.  IIoM'OA'er  by  the 
imiHJsition  of  the  Income  Tax,  and  the  groM'iug 
feeling  in  favor  of  it,  avc*  are  manifestly  coming 
back  to  direct  taxation.  So  that  it  is  clear  that 
the  National  Debt  has  nothing  Avhatever  to  do 
Avith  any  particular  mode  of  taxation,  either 
direct,  or  indirect. 

But  if  Cliaj).  VI.  is  dark,  Chap.  VII.  is  a 
hundred  times  darker.  It  is  on  “ 2'he  antagonism 
prtuluced  by  the  National  Debt  between  our  system 
of  taxation  and  cMrrcHcy.”  How  a national  debt 
can  produce  an  antagonism  between  a system  of 
taxation  and  currenev,  is  to  us  an  inscrutable 
mystery,  nor  does  the  chapter  itself,  of  three 
pages,  render  the  matter  any  clearer  to  us,  and 
Ave  Confess  to  being  entirely  battled  in  our  etforts 
to  divine  the  meaning  of  this  chapter. 

Chap.  Vlll.  is  on  the  “ Operation  of  the 
National  Debt  upon  the  Currency  of  the  Kingdom^' 
Avliich  Ave  understand  as  little  as  the  preceding 
one. 

Chapter  IX,  is  on  “ Two  popular  fallacies  re- 
spectit^  the  debt!*  In  this  chapter,  Mr.  Capps 
undertakes  to  sheAv  the  fallacy  of  tAvo  common 
opinions  on  the  debt.  He  say.s,  p.  86,  “ There  are 
tu'o  antagonistic  and  contticting  fallacies  respec- 
ting the  National  Debt,  Avhich  are  very  prevalent. 
The  first  is  that  funded  property  forms  as  mucli 
a portion  of  the  wealth  of  the  country,  and  is 
therelbre  to  be  reckoned  among  its  assets,  as 
lands,  houses,  or  any  other  dcscrii»tion  of  tangible 
property.  The  second,  Avhich  is  precisely  the 
oppo.site  of  the  formei*,  is,  that  the  debt  is  a sub- 
traction, or  deduction  from  the  Avealth  of  the 
country  ; that  the  country  is  so  much  the  poorer 
for  it."  Neither  the  one  nor  the  other  is  correct; 
for  the  truth  is,  that  the  country,  with  the  trifling 
I exception,  Avhich  Ave  shall  hereafter  name,  is 
neither  the  richer  nor  the  poorer  for  the  existence 
of  the  Debt,  and  that  consequently,  both  the 
I opinions  we  have  mentioned  as  being  prevalent, 
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are  erroneous ; which  we  shall  now  proceed  to  I 
shew.  I 

“ With  regard  to  the  first — we  have  seen  esti- 
mates made  of  the  total  wealth  of  the  country,  in 
which  after  the  enumeration,  as  a portion  of  the 
wealth  of  the  nation,  of  lands,  houses,  raw 
materials,  and  manufactured  products  of  all  des- 
criptions, there  has  been  an  item  inserted  of 
‘ Funded  Property,’  which  has  been  considered 
as  of  itself,  an  actual  jtroperty,  separate  from,  i 
and  in  addition  to,  all  other  wealth.  Now  the  • 
debt,  or  the  funds,  tliougli  a pro]»erty  to  the  parties 
who  hold  them,  are  not  so  to  the  nation  as  a whole  ; ' 
for  they  are  only  a mort<^a^e  upon  the  rest  of  the 
property  of  the  country,,  and  by  just  SO  much  as 
they  are  property  to  the  holders,  they  are  an 
incumbrance,  and  a diminution  of  the  value  of  the 
tilings  so  mortgaged,  or  encumbered. 

“It  is  precisely  a ]iarallel  case  to  the  follow- 
ing;— A is  wortli  £10,000  in  the  shape  of  an  estate 
of  tliat  value.  R is  worth  £o000  in  irntncy.  A 
mortgages  his  estate  to  B for  £o000,  and  spends  I 
the  money  nnprttdiu  tively.  Let  now  a valuation  be  | 
made  ot^  the  amount  of  the  luoperty  of  A and  B 
jointly,  and  we  shall  find  that  the  amount  of  their  I 
united  wealth  is  just  the  value  of  the  estate,  and  I 
nothing  more.  The  estate  is  worth  £10,000,  | 
£5000  of  which  belongs  to  B as  mortgagee,  and  l 
£5000,  the  value  of  the  equity  of  redemption,  to 
A as  mortgagor.  The  mortgage  in  nowise  adds  to 
the  value  of  the  estate ; and  thougli  it  is  a property  i 
to  B,  as  mortgagee,  it  is  to  the  same  extent  a 
diminution  to  A of  the  value  of  tlie  estate. 

“ It  is  the  same  with  the  national  debt.  The 
whole  country  and  its  productions  are  mortgaged 
to  the  fundholder,  to  the  extent  of  about  owc- 
serenth  of  their  value;  and  though  such  funds 
form  a property  to  the  holders  of  them,  they  are 
only  so  in  the  character  of  a mortgage,  which  re- 
duces the  value  of  the  property  mortgaged  to  its 
proprietors  by  just  the  amount  of  the  mortgage. 

Ill  taking,  therefore,  any  account,  or  making  any 
valuation  of,  the  total  wealth  of  the  country, 
funded  ]>roperty  must  not  be  put  down  as  an 
item,  unless  you  make  a corresponding  deduction, 
on  the  other  hand,  from  the  value  of  the  property 
of  which  it  forms  a murtgage.” 

^Ir.  Capps  values  the  wealth  of  the  country  at 
£6,000,000,000,  both  with  the  debt,  and  without 
it.  The  ditterence  is,  that  without  a debt  of 
£800,000,000,  everybody  would  possess  his  pro- 
perty without  deduction,  on  account  of  the  niort- 
rage. 

AVe  have  quoted  this  passage  at  length,  because 
it  expresses  a view  which  is  by  no  means  uncom- 
mon among  Economists,  which,  Imwever,  is  coiii- 
[deiely  erroneous,  and,  as  we  shall  shew,  involves 
Mr.  Capps,  in  a subsequent  duqiter,  in  inex- 
tricable contradiction,  when  we  come  to  estimate 
:he  comparative  burden  the  National  Debt  is  to 
he  country. 

Mr.  Capps  says  the  National  Debt  is  not 
wealth,  because  it  is  only  a mortgage  on  the 
:ouutry,  and  its  productions. 

Now,  what  is  a mortgage  ? A mortgage  is  the  j 
lame  of  a deed  of  conveyance  of  proiierty.  It  is  | 
i deed  of  sale  of  some  special  property  with  tlie 
•ight  of  repurchase,  upon  paying  otf  the  money 
loiTowed.  The  mortgagee  becomes  the  actual 
iwner  of  the  property. 

Now,  when  were  the  fundholders  ever  put  by 


a formal  deetl  of  conveyance  into  possession  of 
the  country  and  its  productions  ? Let  us  see  the 
Act  of  rarliament  tliat  did  so.  Until  the  deed  of 
conveyance  wliieh  gave  over  the  country  and  its 
priiductionsto  the  fundholders  can  be  produced,  it 
is  clear  tliat  the  funds  are  not  similar  to  a 
mortgage  on  the  pro])ertv  of  the  cmintry. 

No  one  ever  ]>reteiided  that  .such  a thing  ever 
took  place.  'The  j>roj»erty  in  the  country  and  its 
productions  remains  with  their  owners,  and  was 
never  given  in  the  fundholders.  Hence  tlie  funds 
are  not  a miirlgage  on  the  pru]»erty  of  the  country. 

What,  then,  arc  they? — They  are  a charge  on 
the  incomes  of  the  people  of  the  country.  A 
l>roperty  of  a perfectly  distinct  nature  from  a 
mortgage  on  the  country. 

Some  persons  may  not  perceive  the  distinction. 
But  we  shall  shew  tliat  there  is  a very  great 
difference  imh  ed  in  the  two  things,  and  it  will  bt^ 
especially  seen  when  we  estimate  the  comparative 
bunion  the  lands  are  upon  the  wealth  uf  tlie 
country.  In  the  following  remarks,  as  well  as 
those  on  Cliaj'.  I.,  Part  II.,  we  take  Mr.  Cap])s\s 
figures  as  we  find  tliem.  We  shall  not,  here  at 
least,  make  any  attenqit  to  rectify  them. 

Now,  Mr. Capps  values  the  wealth  ctf  the  coun- 
try at  £6,000.000,000.  AVhere  does  he  get  this 
value  from,  and  what  is  included  in  it?  At  all 
events,  taking  this  value,  he  says  that  the  Na- 
tional Debt  is  about  one-seventh  of  the  wealth  of 
the  country. 

But  what  is  the  mealth  of  the  country? 

Adam  Smith,  and  nearly  every  Economist  of 
name  since  his  day,  have  all  maintained  that  the 
natural  and  ai  quired  abilities  of  all  the  members 
of  society  are  part  of  the  “ wealth  ” of  the  country. 
They  all  admit  tliat  the  expense  and  labor  be- 
stowed upon  education  is  fixed  caj»ital,  and  to  be 
counted  in  tlu  wealth  of  the  country.  Are  these 
included  in  Air.  Capps’s  estimate  of  the  wealth  of 
the  country  ? AVe  will  be  bound  to  say  they  are 
not.  Moreovi'i*,  we  will  venture  to  say  that  that 
gigantic  mass  of  property  called  iiicoriwreal  per- 
sonal estate  of  all  sorts,  and  described  under 
Capital,  is  not  included  in  this  estimate.  AA^hat, 
then,  is  its  worth  ? 

Now,  when  Mr.  Capps  says  that  the  National 
Debt  is  about  one-seventh  of  the  wealth  of  the 
country,  we  must  manifestly  know  what  lie  in- 
cludes under  “ wealtii.”  AA’hen  he  says  that  it  is 
a mortgage  on  tliis  wealth,  we  mu.-it  clearly  know 
what  is  mortgaged.  AVheii  Air.  Capps  says  that 
the  national  d-‘bt  is  a mortgage  upon  the  property 
of  the  country,  we  wholly  deny  it.  We  say  it  is 
a charge  iqion  the  income  of  the  people,  which  is 
a totally  distinct  thing. 

Some  of  our  readers  may  not  see  the  difference. 
AA'ell,  the  ditference  is  just  the  same  as  between  a 
merchant  acce|iting  a Bill  of  Exchange,  and  grant- 
ing a mortgage  upon  his  premises.  The  one  is  a 
right  to  shun  in  the  future  produce  of  his  in- 
dustry, the  other  is  a conveyance  of  his  actually 
existing  ])roprrty.  Two  things  which  aiqv  one 
conversant  witli  law  or  commerce  will  see  are 
totally  distinct. 

The  importance  of  this  distinction  in  com- 
paring the  ight  of  the  national  debt  to  the 
wealth  of  the  country  is  manifest ; when  we  con- 
sider that  the  payment  of  the  interest  of  the  debt 
is  not  only  a charge  upon  persons  who  have  nia- 
j terial  property,  but  a charge  upon  the  industry  of 
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persons  who  have  no  material  property.  The 
industry  of  all  the  professions  is  just  as  much 
pledged  for  the  payment  of  tlie  dividends  as  the 
incomes  of  those  who  have  real  estate.  Intel- 
lectual Capital  is  just  as  much  pledged  as  material 
Capital;  a consideration  of  the  greatest  import- 
ance, when  Avc  consider  the  weight  of  the  debt, 
and  the  jiroposed  means  of  paying  it  otf,  as  well 
as  the  ]ilan  of  raising  all  the  charges  of  the  year 
by  taxation  in  the  year. 

Some  persons  propose  that  the  debt  should  be 
extinguished  by  compelling  every  one  who  has 
jiroperty  to  give  up  so  much  of  it.  But  how  are 
wc  to  compel  tliosc  whose  whole  property  con- 
sists in  their  abilities  to  give  up  a jiart  of  it  ? 
Some  persons  propose,  indeed,  tliat  all  taxation 
should  fall  on  realized  property,  but  we  should 
imagine  that  there  is  no  chance  of  such  wild  folly 
ever  being  countenanced  by  rational  men.  At  all 
events,  we  shall  not  discuss  the  matter  here. 
(Taxation.)  Now,  no  doubt,  it  is  possible  to  con- 
fiscate material  property.  If  a man  has  a hundred 
acres  of  land,  or  a thousand  pounds,  tlie  State 
may  take  away  ten  acres  of  land,  or  a liundred 
pounds  of  his  money,  one- tenth  of  lus  Capital, 
but  how  is  the  State  to  take  away  the  onc-teutli 
part  of  incorporeal  or  intellectual  cajiital  ? A 
great  lawyer  makes,  we  will  say,  £10,000  a year. 
AA’hile  he  does  so,  his  talents  are  as  much  capital 
to  him  as  an  estate  in  land  of  £10,000  a-year  to 
its  owner.  But  how  is  the  State  to  get  hold  of 
one-tenth  of  his  capital?  Is  it  to  take  an  axe 
and  chop  off  a bit  of  his  head  ? It  is  perfectly 
clear  that  there  is  no  possible  method  of  taxing 
incorporeal  capital,  but  by  taxing  its  profits,  or 
income.  Now  the  industry  of  everv  lawver,  and 
every  other  professional  man,  is  as  much  pledged 
for  the  payment  of  the  dividends,  as  the  income 
of  men  of  real  estate. 

The  funds,  then,  do  not  resemble  a mortgage. 
They  resemble  Bills  of  Exchange,  which  are 
quite  different  from  a mortgage  (Fcxns.)  They 
are  not  a ])ledge  of  existing  property,  but  of  the 
right  to  share  in  future  jirofits,  AVe  shall  soon 
see  the  application  of  these  remarks. 

In  Chap.  X.,  Air.  Capps  gives  a short  sketch  of 
the  different  sinking  funds,  which  have  in  turn 
deluded  financiers  and  statesmen.  As  the  fallacy 
of  these  has  long  ago  been  demonstrated  by  Dr. 
Hamilton,  there  is  nothing  new  in  this  part  of 
the  work.  Nor  is  there  anything  new  in  the  one 
he  has  to  propose.  He  says,  p.  109,  “ It  seems 
now  to  be  admitted,  on  all  hands,  that  the  only 
legitimate  foundation  upon  which  a sound  Sinking 
Fund,  can  be  based,  is  that  of  an  excess  of  ordi- 
nary revenue  over  ordinary  expenditure.  In 
order,  therefore,  to  the  carrying  out  of  this  intelli- 
gible and  unimpeachable  principle,  it  is  essential 
that  those  steps  be  now  especially  taken,  Avhich 
tend  to  develop  and  increase  the  general  wealth 
of  the  country.  It  is  from  the  increase  of  this 
wealth  that  the  government  alone  can  look  for 
that  revenue  which  Avill  yield  tlie  necessary  sur- 
plus for  the  maiutenauce  of  a sinking  fund.  All 
arrangements  which  have  a tendency  to  hinder 
the  production  of  wealth,  and  to  prevent  the 
constant  and  steady  employment  of  laborious 
industry,  must  steadily  and  upon  principle  be 
discountenanced  and  discouraged.  ” In  these 
general  remarks  we  cordially  concur,  but  thev 


are  manifestly  equally  true,  whether  there  be  any 
sinking  fund  or  not. 

Air,  CapjKS  says,  Sinking  Fund  derived 
from  such  a soime  is  mo.st  legitimate  and  admi- 
rable.” AA^e  sufq>ose,  tlierefore,  that  he  seriously 
advocates  a peniianeut  increase  of  taxation  for 
the  express  juirpitse  of  raising  a sinking  fund  to 
]tay  off  the  national  debt.  If  tliis  be  so,  Ave  can 
only  say  that  it  is  a delusion,  of  the  same  nature, 
though  not  so  mischievous  in  degree,  as  all  pre- 
vious sinking  funds.  There  is  no  advantage 
gained  by  such  a course.  No  doubt  it  is  a de- 
sirable tiling  that  the  revenue  should  always  be 
arranged,  so  as  to  exceed  the  expenditure.  And 
wlien  it  does  so,  rather  than  let  the  aeciunulations 
be  idle,  it  is  lietter  to  pay  ofi’  so  iinich  of  the 
debt.  But  the  idea  of  raising  taxation  for  the 
exjiress  purpose  of  paying  ofi‘  tlie  debt  is  a pure 
delusion.  (Fexus). 

AA'e  now  come  to  Part  II.,  which  contains 
suggestions  for  diseliarging  the  debt. 

In  the  1st  Chapter,  Air.  Cajips  compares  the 
respective  jiroitortious  between  the  wealth  of  the 
country  and  the  debt  at  different  periods,  ami  we 
shall  now  see  the  application  of  the  remarks  we 
made  on  Chap.  IX.  Part  I. 

He  says  that  in  1700,  Gregory  King  estimated 
the  total  wealth  or  capital  of  the  country,  at  615 
millions  sterling,  and  the  delit  at  15  million.'s,  so 
that  the  debt  M-as  one  forty-first  jtart  of  the 
wealth  of  the  country. 

In  1800,  he  says,  Dr.  Becke  estimated  the 
national  wealth  at  *2,500  millions,  and  Sir  William 
Pulteney  at  2,000  millions.  Air.  Capps  takes  the 
medium  2,250  millions,  and  the  debt  being  450 
millions,  it  would  be  one-fifth  part  of  the  wealth. 

In  1812,  the  wealth  was  estimated  by  Dr. 
Colquhoun  at  £2,736,640,000,  and  the  debt  at 
670  millions,  it  would  therefore  be  neai  iy  one- 
fourth  part  of  tlie  uealth. 

Air.  Cajips  then  says,  that  in  1857  the  sum  of 
6,000  millions  may  be  thought  a moderate  and 
fair  estimate  of  the  national  wealth.  The  total 
debt  may  be  taken  at  800  millions,  from  which  it 
appears  that  the  debt  would  be  about  one-seventh 
of  the  property. 

Now  we  will  venture  to  say  that  all  such  esti- 
mates of  the  Wealth  of  the  country  are  mere 
delusions,  and  snares.  No  government  inquiry, 
much  less  any  single  writer  ever  could  liave  any 
valuation  of  the  wealth  of  the  country  which 
would  be  of  the  slightest  service  in  a scientific 
point  of  view.  AA^e  will  be  bouml  to  say  tliat  in 
this  estimate  all  intellectual  cajatal,  ami  incorpo- 
real estate  is  wholly  neglected,  which  all  con- 
tributes to  the  ijaymeut  of  the  dividends.  Such 
an  estimate  is  perfectly  worthless,  and  we  will 
shew  it  to  be  so,  from  Mr.  Capps’s  own  figures. 

AA'e  have  said  aliove,  what  we  think,  that  no 
one  c(uiqtctciit  to  judge  Avill  disiuite,  that  the 
National  Debt  is  not  a mortgage  on  the  property, 
but  a charge  (.»n  the  income  of  the  pciqde,  and  it 
is  perfectly  manifest  that  the  true  mode  of  com- 
paring tlie  burden  of  the  debt  with  the  wealth  of 
tlie  country,  is  by  Jinding  ichnt  propnrtion  of  the 
' income  the  conntr^  goes  to  pay  the  interest  on  the 
debt  The  nation  is  bound  to  pay  al)out  30  mil- 
, lions  a year  out  of  its  income  to  the  fundholders. 

, AA'hat  proportion  then  does  that  bear  to  the  income 
j out  of  which  it  is  paid?  That  is  clearly  the  true 
weight  of  the  debt. 
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^Ir.  Capps  says  that  the  income  of  the  country 
nay  be  taken  in  1857,  at  between  5 ami  t>  huiuired 
nillions.  But  as  we  believe  tliat  tliis  estimate 
nly  includes  those  who  pay  income  tax,  it  is  clear 
liat  a very  large  addition  must  be  made  for  the 
ncomes  of  those  persons  w lio  fall  below  the  limit 
tf  the  income  tax,  but  yet  w ho  all  pay  taxes,  out 
•f  which  the  dividends  come,  and  w hose  incomes 
re  all  e(inally  ))Iedged  to  pay  the  dividends,  as 
cell  as  those  of  a duke.  5loreover  it  will  be 
ound,  we  believe,  that  the  gi’eater  part  of  the 
axes  are  ]mid  by  those  who  fall  below  the  income 
ax,  including  of  course  the  w hole  of  w hat  are 
■oinewhat  superciliously  called  the  working 
lasses.  In  order,  therefore,  to  ascertain  the 
vhole  of  the  incomes  of  tlie  people  of  tlie  Ignited 
vingdom,  we  must  take  the  incomes  of  every 
I ingle  person  in  it,  and  we  shall  not  be  very  far 
v rong  in  raising  this  600  to  1,000  millions. 

Now  it  is  fpiite  clear  that  to  obtain  a just  com- 
larison  of  the  w eight  of  the  debt,  we  must  eoiiipare 
■ he  sum  actually  paid  for  the  dividends,  with  the' 
i icume  out  of  which  it  ispahl.  Even  taking  Mr. 

' 'apps’s  estimate,  that  is  in  tlie  proportion  of  30 
1 0 600,  or  one-twentieth  ])urt. 

We  now  see  the  comsequencc  of  Mr.  Capps’s 
1 lisconceiitkm  of  the  nature  of  the  debt.  By 
I jinparing  it  to  a mortgage  on  the  property  he 
1 lakes  it  one-seventh  of  the  national  Avealth.  By 
< .imiiaring  the  annual  payment  with  the  income 
( at  of  wiiich  it  is  paid,  it  is  one-twentirth  ! 

We  believe  that  the  real  ])roi)ortion  is  much 
I -ss  than  this,  and  that  the  ratio  of  30  U)  1,000, 

A oiild  be  much  nearer  the  truth,  that  is,  one- 
t lirty -third  part. 

In  Chap.  II.  Mr.  Capps  considers  the  plans 
I itherto  jirojiosed  for  liquidating  the  debt.  One 
i tliat  of  a direct  seizure  of  property,  this  Mr. 

( ajips  justly  pronounces  impracticable,  lie  tiien 
c uisiders  the  plan  of  converting  it  into  termi- 
I ible  annuities,  which  ho  pronounces  so  advan- 
t igcous,  that  it  avouUI  have  been  long  since  adojitod 
1 ad  it  been  found  jiossible  to  accomjdish  it.  Only 
\ iifortiinately  every  one  objects  to  it,  and  he  says, 

* Generally  speaking,  it  has  been  found  that  mouey 
c innot  be  raised  by  terminable  annuities  on  any 
I it  the  most  extravagant  terms ; and  the  same 
c ijectioii  Avoiild  operate  to  prevent  any  voluntary 
c mversion  of  the  debt,  except  upon  terms  that 
V onld  not  be  tlionght  of.  AVith  regard  to  small 
f u'tions  of  the  debt,  the  holders  of  which  might 
■V  duntarily  otfer  to  accept  a terminable  annuity 
n mil  moderate  terms,  there  conld  be  no  objections 
t the  plan  being  adopted,  though  w'e  fear  few' 

0 fers  w'ould  be  made. 

“ Bui  Avhile  admitting  its  general  advaiitageous- 
n -ss,  we  think  that  even  this  mode  of  liquidating 
t e debt,  if  it  could  be  carried  out,  would  .still  be 
o ten  to  the  objection  that  it  Avonld  throw  an 
a Iditioual  burden  upon  the  j)resent  generation ; 
ft  r no  terminable  annuity  Avould  be  taken  in 
e .change  for  a perpetual  one,  unless  a higher 
a mial  interest  were  paid  to  the  annuitants,  during 
tl  e time  the  annuity  continued.  It  is  useless 
tl  erefore  to  tliiiik  of  terminable  annuities,  if  we 
w lilt  any  present  relief  from  the  burden  of  the 
d.  bt.” 

Mr.  Capps  then  mentions  a sinking  fund,  and 
sa  ys  that  the  only  one  to  be  approved  of  is  such 
a Jiie  as  he  mentioned  before,  a surplus  of  revenue  | 
o\  t-r  expenditure.  However,  he  seems  to  dis-  i 


, miss  all  these  (dans  as  affording  no  real  relief,  in 
I which  we  agree  Avith  him.  But  unfortunately 
' his  plan  of  a sinking  fund  kept  uj)  at  a large  sur- 
I plu.s  of  revenue  over  expenditure  is  ojten  to 
exactly  the  same  objection  us  the  one  he  brings 
; against  terminable  amiuities;  in  fact  it  is  sub- 
stantiall}'  the  same  thing,  it  taxes  the  present 
race  at  a higher  rate  to  redeem  the  debt. 

However,  Mr.  Cajips  treats  all  tliese  expedients 
as  of  very  subordinate  importance,  and  at  p.  157, 
Ave  find  these  Avords; — 

“AA'‘e  are  persuaded,  therefore,  that  it  i.v  jiot 
from  property  that  already  exists^  or  that  may 
arise  in  the  natural  order  of  things,  that  we  are 
to  derive  the  fiiml  by  AA'hich  the  National  Debt 
may  be  redeemed  ; but  from  property  that  can  be 

MADE  TO  EXIST  FOR  THE  EXPRESS  PURPOSE  OF 

PAvixG  OFF  THE  DEBT,  aiid  the  pFoduction  of 
which  jiroperty  avHI  benetit  all  parties  engaged 
therein.” 

Iloigho ! Here  is  something  at  last.  ^Sfr. 
Capjis  has  sun-ly  Aladdin’s  lamp  in  his  pocket ! 
He  is  going  ro  make  property  exist  for  the 
express  piirpuse  of  paying  off  the  debt,  Avhen 
that  projicrty  neither  does  exist,  nor  ever  would 
exist,  but  for  >lr.  Capps  ! AA'ho  says  that  there 
is  nothing  ucav  under  the  sun. 

AA’'hat  then  is  this  miraculous  plan  ? 

His  plan  is  this,  to  convert  the  national  debt 
into  annuities,  not  only  terminable,  but  pro- 
gressively diminishing — that  is,  if  they  began  at 
3 per  cent.,  at  the  end  of  five  years  they  should 
be  reduced  to  2f ; at  the  end  of  another  five 
years  to  2i,  and  so  on,  till  they  should  be  extin- 
guished at  the  end  of  sixty  years. 

Very  fine  this.  But  Mr.  Cajips  acknowledges 
that  the  holders  of  the  annuities  must  receive 
eompensation  for  this  compulsory  conversion. 
And  Avhere  is  this  compensation  to  come  from? 
Here,  our  readers  Avill  say,  is  the  grand  secret 
Avhieh  iVIr.  Capjis  has  discovered  of  creating  pro- 
perty Avhicli  dues  not  exist,  and  never  Avould 
exist,  but  for  his  plan. 

AA'hen  the  reader  is  anxious  to  know  where 
this  property  cumes  from,  he  will  jirobably  be 
surprised  to  read  at  p.  158, — 

‘‘In  a few'  W(-rds  we  think  that  the  fund  is  to 
be  found  in  onr  immense  colonial  empire,  the 
lands  and  capabilities  of  wdiich,  comparatively 
valueless  at  present,  may  be  made  under  proper 
arrangements  to  furnish  aiiqile  funds  for  the 
redemption  of  our  national  debt,  were  it  even 
tAvice  or  thrice  its  present  magnitude.” 

So  after  all,  this  property  which  does  not  exist, 
and  never  AA'ouid  exist  in  the  natural  order  of 
things,  is  all  actually  existing  in  our  colonies  ! 

ISIr.  Capps’s  ]ilau  is  simply  this,  that  subscrip- 
tions for  redeeming  stocks  should  be  invited,  in 
sums  of  not  less  than  £100.  That  each  sub- 
scriber should  liave  a terminable  and  constantly 
diminishing  annuity  as  above,  and  be  entitled  to 
a grant  of  public  lands  in  any  of  the  colonies  he 
pleases,  to  be  adequate  compensation  for  the  dif- 
ference in  the  value  of  the  annuity.  That,  as 
the  land  Avonld  be  valueless  in  its  unreelaiuied 
condition,  each  .subscriber  is  to  be  entitled  to  an 
advance,  for  a certain  number  of  years,  of  a ]>or- 
tion  of  the  money  subscribed  by  him  ; which 
portion  with  others,  sliould  be  set  apart  as  a 
general  fund  to  open  up  proper  access  to  and 
clear,  as  far  as  tlie  fund  will  admit,  the  section 
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of  the  land  so  granted.  The  necessary  Avorks  ' 
for  this  purpose  might  either  be  undertaken  by 
tlie  government,  with  or  w ithout  convict  labour, 
or  committed  to  Boards  of  Ccunmissioners  in  I 
Avhose  appointment  the  subscribers  should  have  a 
voice,  or  a certain  number  of  whom  the  sub-  [ 
scribers  might  actually  appoint.  i 

“AVliatever  sum  or  proportion  of  the  original 
subscrijitiou  it  might  be  found  iieces.'^ary  thus  to 
set  apart,  let  it  form  a lien  or  mortgage  upon  the 
land  so  granted,  to  be  rejiaid  w'ithin  a given 
number  of  years,  the  subscriber  in  the  meantime  I 
paying  such  an  interest  for  the  advance  as  would 
be  eiiual  to  that  which  Avas  payable  in  the  govern- 
ment stock  at  the  time  of  his  subscription.  Sub-  i 
scribers  to  have  the  poAA'cr  to  redeem  the  said  I 
lien,  or  mortgage,  at  any  time  Avitliiii  the  perioil 
named.  ^ I 

“Let  the  remainder  of  the  subscription  money,  ' 
after  tlie  above  advance  is  provided  for,  be  de- 
voted to  the  purchase  of  stock  for  the  reilemjition 
of  the  debt;  and  let  the  interest  receivable  from 
the  subscribers  on  account  of  such  advance  gtt  to 
the  payment  of  the  dividends  on  that  portion  of 
stock  which  cannot  at  present  be  redeemed  until  the 
advance  is  repaid^ 

AVe  have  given  this  proposal  in  Mr.  Capps’s  oavu 
words,  that  our  readers  may  judge  of  it  for  them- 
.selves. 

Mr.  Capps  points  out,  that  in  our  colonies  and 
India  there  are  boiuulless  regions  which  may  be 
applied  to  such  a purpose. 

After  all,  Ui\  Capps  says  that  this  is  the  very 
plan  that  has  been  ado])ted  in  America  to  pay 
off  her  j)ublic  debts,  w hich  is  undoubtedly  true, 
though  Ave  think  that  there  is  some  difference 
both  between  the  magnitude  of  the  debt  to  be 
paid  off,  and  the  distance  of  the  land  to  be  dis- 
posed of  from  the  parent  state. 

Mr.  Capps  thinks  that  the  entire  liquidation  of 
the  National  Debt  Avithin  sixty  years  niight  be 
effected  by  these  means.  A-A’^e  think  he  Is  a great 
deal  too  sanguine.  Taking  the  debt  at  800  mil- 
lions, it  would  re(piire  8 millions  of  persons  Avith 
£100  each  to  come  forAA'ard  to  do  it.  Is  there 
the  remotest  chance  of  linding  such  a number  of 
liersous  ? iVIoreover,  all  this  money  is  to  be 
AvithdraAvii  from  productive  employment  in  this 
kingdom,  where  it  contributes  to  the  revenu(‘,  and 
sunk  ill  distant  regions,  where  it  Avill  eoiitribute 
nothing  to  the  revenue.  AA'e  fear  that  there  is 
little  more  chance  of  a solid  result  from  such  a 
scheme  than  from  either  of  the  other  ])lans. 

We  have  noticed  this  essay  at  sueli  length  be- 
cause the  points  discussed  in  it  liave  a real  in- 
terest, and  arc  much  misunderstood.  Though 
AA'e  do  not  think  that  ISlr.  Cajips  is  master  of  them, 
W'e  congratulate  him  on  his  £200. 

CARACAS, 

Les  agricultores  y commerciantes  de  esta  ciudad 
reclamuudo  la  alterucion  en  la  moneta.  Caracas, 
1826. 

CARACCIOLLI,  DOMENICO,  Marchese. 
Born  at  Naples  in  1715.  He  w*as  Ambassador 
to  the  Courts  of  England  and  France.  At  the 
latter  he  became  the  intimate  friend  of  the  French 
Philosophers.  He  Avas  appointed  Viceroy  of 
Sicily  in  1780,  and  his  administration  Avas  greatly 
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applauded.  lie  was  appointed  minister  of  foreign 
affairs  in  1786,  and  held  tliat  office  till  his  death 
in  1789. 

llijiessioni  snlV  economia  e Vestrasione  de' 
frumenti  della  Sicilia.,  fatte  in  occasione  della 
carestia  dell*  indizione  III.^  1784  e 1785. 

CARAMELLI,  GUISEPPE. 

SnlV  amtninistrazione  della  giustizia  e della 
finanza.  Roma,  1848. 

CARBALLO  Y WANGUEMERT, 
BENIGNO. 

Curso  de  economia  politica.  Madrid,  1855-56. 

CARBASIUS,  JOANNES. 

Carmen  de  peennia  omnium  Regina  quod 
publice  decantabit.  J.  B.  HitnifP,  AA'est  Fris., 
1705. 

CARDONNEL,  ADAM  DE. 

Xnmismata  Scotia  ,*  or  a series  of  the  Scotch 
coinage  from  the  reign  of  William  the  Lion  to  the 
Union.  Edinburgh,  1786. 

CARDWELL,  EDWARD,  D.D.  Principal 
of  St.  Alban's  Hall,  and  Camden  Professor  of 
Ancient  History,  in  the  UniA'ersity  of  Oxford. 

Lectures  on  the.  Coinage  of  the  Greeks  and 
Romans;  delivered  in  the  University  of  Oxford, 
Oxford,  1832. 

These  are  very  interesting  lectures.  (Coixage). 

CARDWELL,  EDWARD,  The  Right  Honor- 
able; son  of  a LiA*erp<K)l  merchant,  Avas  born  in 
1813.  He  Avas  educated  at  Balliol  College,  Ox- 
ford, Avhero  he  took  a double  first  cla.ss  in  1835. 
He  entered  the  Inner  Temple,  and  Avas  called  to 
tlie  bar  in  1838.  From  February  1845  to  July 
1846,  he  w'as  Secretary  to  the  Treasury.  From 
December  1852  to  February  1855,  he  aa'US  Presi- 
dent of  the  Board  of  Trade,  and  in  June,  1859. 
he  Avas  appointed  Cliief  Secretary  for  Ireland, 
lie  was  member  for  CHtheroo  from  1842  to  1847 ; 
for  Li\'er]tool  from  1847  to  1852.  He  has  sat 
for  Oxford,  Avith  a short  interval,  from  1853  to 
the  present  time.  He  AA'as  appointed  one  of  his 
literary  executors  by  Sir  Robert  Peel,  and,  in 
conjunction  Avith  Lord  Stanhope,  has  edited  one 
volume  of  his  memoirs. 

Mr.  C'ardAvell  Avas  chairman  of  the  Committees 
of  the  House  of  Commons  on  the  Bank  Acts  in 
1857  and  1858.  The  great  commercial  crisis  of 
1857  having  occurred  in  the  interval,  was  of 
course  a prominent  subject  of  inquiry.  One 
would  naturally  expect  that  a gentleman  filling 
tlie  otliee  of  chairman  of  such  a committee,  and 
tlie  author  of  the  Report  adopted  by  the  Com- 
mittee, and  presented  to  the  House,  should  at 
least  be  tamiliar  AA'ith  the  mechanism  of  Banking. 
Still  less  should  Ave  expect  that  he  should  in  his 
I questions  sIicaa'  the  most  manifest  want  of  kiiOAv- 
I ledge  on  the  subject.  WcAvill  make  an  exu-act 
' from  the  Report  first.  It  says,  § 67, — 

' “ Those  w'ho  advocate  Avhat  is  called  the  theory 

' of  the  Act  of  1844,  are  guided  by  the  folloAviiig 
' principles.  They  regard  Bank  Notes  as  being 
for  every  practical  purpose,  e»pially  Avith  the  gold 
I they  represent,  the  money  of  the  country — the 
' measure  of  value — that  Avhich  extinguishes  debt 
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— not  as  a mere  form  of  paper  credit,  depending 
on  the  credit  of  the  issuer,  and  constituting  only 
the  evidence  and  veliicle  for  transfer  of  a debt, 
uhieli  ^tilI  coutinues.  If  complete  etlect  were 
given  to  their  view,  the  result  would  he.  tliat  for  , 
the  whole  United  Kingdom  there  would  he  one 
deseription  of  note  only,  issued  by  the  State, 
based  on  bullion  in  the  custody  of  the  State. 
This  note  so  secured  by  bullion,  would  be  a legal 
tender  everywhere,  except  at  the  place  of  issue. 
Experience  having  shewn  that,  even  in  the  times 
when  tlte  jtaper  eirculathm  is  most  contracted, 
he  Slim  in  cirenlatioii  with  the  public  at  large 
an  never  fall  below  a certain  amount,  and  can- 
not therefore  be  |)resented  to  the  liaiik  fur  pay- 
ment in  gold, — they  are  .satisticd  that  to  this 
wteiit— so  limited  by  experience — the  actual  de-  | 
losit  of  bullion  may  .safely  be  dispensed  with,  i 
die  notes  in  (piestion  resting  on  the  security  of 
he  State.  This  is  their  jnstiticatioii  for  the  per- 
nhision  accorded  to  the  Bank  of  hingland  to  issue 
14  millioiLS  of  notes  without  the  deposit  of  a cor- 
'espoiidiug  amount  of  bullion.  They  consider  , 
iny  addition  to  the  circulating  medium  of  the  i 
•ountry  to  be  the  act  of  the  i>rivate  individual  j 
.vho  carries  bullion  to  the  Mint  to  be  ciuaed,  or 
0 the  department  of  Issue  to  be  exchanged  for  ' 
lotes;  lixiiig  the  .standard  of  money,  and  veri- 
yiug  the  conformity  of  the  jtieces  therewith,  by 
•ither  of  these  processes  to  be  the  duty  of  the  i 
5tate  ; the  me  of  moneys  and  that  oh///,  they  regard  i 
the  province  of  a bank^  whether  of  a private 
iersan  or  incorporation^  or  of  the  banking  depart- 
ttent  of  the  Bank  of  England."' 

Jf  our  readers  will  refer  to  the  article  Bank 
hey  will  see  what  an  entire  misconception  of  the  i 
lature  and  effects  of  Banking  it  displays;  it  will  | 
»e  seen  there  that  Banking  especially  consists  in 
lie  creation  of  credit,  in  the  form  of  Bank  noten, 
r deposits.  But  we  have  the  most  distinct  evi-  , 
Iciice  from  Mr.  Cardwell’s  own  mouth  of  liis  total  - 
rant  of  knowledge  of  the  subject,  in  a remark  j 
iiade  by  him  in  the  examination  of  one  of  the  i 
v'itiiesses. 

Mr.  John  Torr,  a Liverpool  merchant,  went  to  ! 
America  during  the  pressure  in  the  autumn  of  ; 
8o7,  and  was  examined  before  the  Committee, 
le  was  questioned  by  Mr.  Wilson  u])on  the 
• ransactions  of  the  American  Banks.  I 

4939.  “1  believe  I am  correct  in  the  fact,  that  : 

J 11  the  transactions  of  the  banks  in  Xew  York  arc  ' 

ublished  periodically,  and  at  very  short  intervals,  I 
y the  banking  dei)ai*tnieut  "believe  they  are 
] ublished  weekly.  | 

4940.  “ These  accounts,  as  they  are  published, 
t hew  the  circulation  of  notes,  ^tlie  amount  of 
{ pecie  held  by  the  banks,  the  amount  of  advances 
I lade  by  the  banks,  the  amount  of  securities  held 
1 y the  banks,  and  all  the  items  in  great  detail ; 
*0  they  not? — They  do. 

4941.  “ Are  you  aware  that  during  the  last  two 
i r three  years,  while  the  circulation  of  notes  liad 

1 ot  increased  at  all,  or  had  increased  to  the  very  1 
t uiallest  possi!)le  amount,  the  amount  of  advances,  ' 
t s skew7i  by  thttse  accounts,  had,  as  you  have  referred 
t >,  increased  to  a very  enormous  amount f — Yes; 

. must  apologize  for  the  answer  which  I gave;  I 
1 leant  the  advances  when  I said  the  notes ; I 
J leant  the  liability  of  the  hank  fi'om  its  advances 
7 \nde  on  securities. 

4942.  Chairman  (3/r.  Cardwell)  ; “ The  mere 


act  of  making  an  advance  does  not  render  a pei'son 
liable;  of  COURSE  the  LlAUIEITr  IS  THE  OTHER 

WAY  ? — Yes. 

4943.  “Wdl  you  trace  the  process  by  which 
the  banks  iiUTcased  their  own  liabilities  by 
making  advances  to  others? — Looking  at  the 
securities  Avliidi  they  held  from  otiier  parties  by 
making  advances  to  a iiuiiibm*  of  merchants  to  a 
larger  amount  than  usual,  they  felt  that  the  iu- 
dcbtediiess  of  iliese  parties  to  them  was  more  than 
was  prudent. 

4944.  Mr.  Wilson:  “ Do  you  mean  that  the 

banks  had  made  undue  and  imprudent  advances 
ill  the  litan  i»f  their  ea]tital  and  deposits^ — 1 
apprehend  that  tliey  thought  so.  * * * * • 

494o.  “Are  you  aware  that  during  the  last  three 
or  four  years,  the  amount  of  the  capital  subscribed 
to  the  banks  in  Xew  York  had  very  greatly 
increased  ? — I do  not  know  it  of  my  own  know- 
ledge. 

494G.  “Are  you  aware  that  the  amount  of 
deposits  had  > cry  greatly  increased  ? — I do  not 
know  it  from  my  own  knowledge. 

4947.  “ But  it  would  either  be  from  deposits, 
or  from  capital  that  increased  advances  could  bo 
made  by  the  banks  ?— Certainly. 

4948.  “ Therefore  if  you  arc  aware  that  in- 
creased advances  were  made  to  a large  extent,  it 
must  have  beem  either  from  aii  increase  of  sub- 
scribed capital,  or  from  an  increase  of  deposits  ? — 
I'es,  I apiircliend  so.” 

la  the  extract  from  the  Report  given  above, 
we  have  shonii  how  completely  Mr.  Cardwell 
has  misconceived  the  nature  and  effects  of  Bank- 
ing, when  he  says  that  it  only  uses  money  already 
existing.  The  very  nature  of  Banking  being 
to  create  Credit.  In  question  4942,  he  lias  also 
shown  beyond  dispute,  how  entirely  lie  misunder- 
stands it.  Mr.  Torr  had  a perception  of  the  true 
nature  of  it,  for  he  says  that  the  Banks  increased 
their  lialiilitic-  by  their  advances,  wliieli  is  un- 
doubtedly true,  ilowever,  .Mr.  Cardwell  catches 
him  up,  tor  he  says  “ T^he  mere  act  of  making  an 
advance  does  not  render  a person  liable  ; of  course 
the  liability  is  the  other  way  ! ! ” The  witness 
was  so  easily  shaken  out  of  his  own  knowledge 
that  he  weakly  answers,  “yes!  ” And  then  Mr. 
Cardwell  follows  up  his  advantage  by  Q.  4943. 
Mr.  Wilson  asks  him  if  the  Banks  had  made  im- 
jinulent  advances  out  of  their  Capital  ami  De- 
po.^it.  Why,  the  “deposit”  is  the  credit  created 
in  the  Bank’s  books ! Surely  we  may  nnu’vel 
that  such  extraordinary  ignorance  of  the  me- 
chanism of  Banking  should  pass  michallenged  by 
the  Committee,  who  counted  more  tlum  one 
banker  among  its  members.  At  all  events  we 
may  cea.se  to  vomler  at  the  futile  nature  of  Tar- 
liameiitary  iiujuiries  into  Banking,  when  those 
who  conduct  them  display  such  ignorance  of  the 
facts  of  what  they  are  inquiring  about,  as  would 
make  them  the  laughing  stock  of  any  bank  clerk. 

C^ELLIDS,  FRANCISCUS. 

Nummorum  veterum  Italice  (pros  ipse  eoUegit,  ct 
ordine  geographico  disposuit  descriptio.  Neaiioli, 
1812. 

hb'm.  Edidit  C.  Cavedonius ; accesserunt  F. 
M.  Avellini  adnotationes.  Lispiie,  1850. 

CAREY,  HENRY  C.  The  son  of  Matthew 
Carey,  an  Irishman,  who  was  obliged  to  quit  his 
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country  from  being  obnoxious  to  the  government, 
in  1783,  Mas  born  in  1793  at  rhiladelphia  Mbere 
bis  tatlier  bad  established  a lu  M'si^aper,  and  pub- 
lisiiing  business.  iNIr.  11.  C.  Carey  .‘iucceedeil  his 
father  in  the  latter  business  in  iH21,  and  con- 
tinued it  till  1h38.  In  1824,  he  establi>lieil  tlie 
system  of  periodical  trade  sales,  M'hicli  subsists  in 
America. 

Mr.  Carey  is  generally  considered  as  the  most 
eminent  economist  M'hom  America  has  produced, 
and  liis  M ritings  in  many  instances  have  been 
directed  against  tin*  doctrines  of  Ricardo. 

E.ssay  on  the  rate  of  Wages,  with  an  examina- 
tion of  the  causes  of  the  differences  in  ike  condition 
of  the  labouring  population  throughout  the  u'Orld. 
rhiladelphia,  1835. 

This  is  a very  able  essay,  consisting  in  a great 
]iart  of  a commentary  on  Mr.  Senior’s  Lectur(*s 
on  Wages.  It  contains  a gi’eat  deal  of  useful 
miscellaneous  information,  ami  one  of  its  main 
objects  is  to  ilisprove  the  doctrine  of  Ricardo,  that 
liigh  profits  can  only  come  from  depressed  M’ages. 

Principles  of  Political  Economy,  rhiladelphia,  I 

Tlie  first  part  of  this  M'ork  is  on  the  production  | 
and  distribution  of  M'ealtli.  In  Chap.  I.  Mr.  . 
Carey  treats  of  production,  Avliich  he  defines  to 
be  “ an  alteration  in  the  existing  particles  of 
inatter,  by  which  that  mutter  may  he.  rendered  more 
useful  or  agi'eeable,  than  in  its  present  state.'' 
This,  though  longer  in  form,  agrees  substantially 
M'ith  our  oM'u  definition,  for  he  includes  in  it  all 
M’ho  are  engaged  in  either  altering  the  form  or 
the  place  of  any  product,  lie  tlicn  quotes  and 
adopts  Mr.  Senior’s  oi»inion  that  Adam  Smith’s 
distinetioii  between  productive  and  unproductive 
labor  is  untenable,  ami  that  all  exchangeable 
lu’oduct.s,  material  or  immaterial,  are  Economical 
Elements. 

Chap.  II.  and  ITT.  treats  of  A'’altie,  in  -wliidi  he 
maintains  that  Labor  is  the  sole  cause  of  Value, 
ill  M-lucIi  he  folloM's  the  opinions  of  Malthus, 
Me  Culloch,  Senior,  and  Ricanlo,  and  does  not 
introduce  any  novelty  into  the  discussion.  Chap. 
IV.  is  on  the  Value  of  Laud.  Ch;i]».  V.  is  “oh 
the  effects  of  the  extension  of  cultivation  upon 
iru/re.v.”  Tins  Chapter  contains  several  useful 
strictures  on  Malthus  and  others,  mIio  have 
endeavoured  to  make  out  that  the  laborers  in  the 
15tli  century  M-ere  mueli  better  off  than  tliose  at 
the  iireseiil  day.  !Mr.  Carey  shows  how  many 
corrections  are  necessary  to  be  ajqdied  to  the 
ligures  (]Uoted,  and  that  the  condition  "of  the 
petiple  of  England  and  Scotland  has  fbr  several 
centuries  been  constantly  improving,  instead  of 
getting  M'orse,  a.s  has  been  so  often  said.  This  is 
in  direct  opposition  to  the  doctrine,  that  protits 
are  large  and  Muiges  high  only  M'lieii  the  most 
fertile  lauds  are  cultivated.  Chap.  YJ.  is  on  the 
“ Effect  of  the  extension  of  cultivation  uptui  the 
profits  of  Capital.'"  In  this,  iVIr.  Carey  has 
collected  many  interesting  facts,  and  affirms,  that, 

L With  the  increase  of  Capital  and  extension  of 
cultivation,  there  is  an  increased  facility  of  pro- 
duction. II.  That  M'itli  this  increased  facility  of 
production  there  is  increased  ability  to  accumu- 
late Capital.  III.  That  Mith  this  increased 
facility  of  accumulation,  there  is  a diminution  of 
the  poAver  to  demand  rent,  or  interest,  and  that 
the  owner  can  claim,  and  the  laborer  M ill  give,  a 
diminished  proportion  of  the  product  of  labor,  in  : 


return  for  the  use  of  any  species  of  Capital.  IV. 
That  the  diminished  proportion  of  this  increased 
product  that  is  assigned  to  the  Capitalist,  gives 
him  a larger  quantity  of  the  commodity  pro- 
duced. V.  Tliat  the  larger  (piautity  that  thus 
fails  to  l)0th  laborer  and  capitalist,  is  exclianged 
for  other  commodities  at  much  less  cost,  as  capital 
and  production  increase.  The  OMuier  of  the  sliip 
and  of  the  Avagou  transjiort  it  to  market,  and 
bring  in  return  the  commodities  desired,  taking  a 
constantly  decreasing  ju*oportioii  for  so  doing. 
The  projiortion  retained  by  the  storekeeper  for 
exchanging  is  also  reduced,  and  thus  everything 
tends  to  increase  the  <|uantity  of  necessaries  and 
con\-enieuces  that  can  be  obtained  by  the  laborer 
as  wages,  and  by  the  Capitalist  as  profits.  VI. 
That  any  given  quantity  of  Capital  is  now  ob- 
tained at  much  smaller  cost  of  labor  than  at  any 
time  past.  VII.  That  the  quantity  of  commudi- 
ties  obtainable  in  return  fur  permitting  the  use  of 
any  given  quantity  of  cajiital,  is  greater  iioav  than 
it  was  30,  50,  100,  or  500  years  since.  VIII. 
That  tlius  Avhile  the  present  roMard  of  labor,  in 
the  form  of  Avages,  is  constantly  increasing,  there 
is  an  equally  constant  increase  in  the  reward  of 
economy  and  prudence,  in  the  diminished  exertion 
reipiired  to  secure  to  the  laborer  a future  income, 
in  the  form  of  rent  or  interest. 

Chap.  Vll.on  the  “ Cost  and  Value  of  existing 
landed  Capital."  Contains  many  judicious  and 
striking  observations  on  colonization, 

III  Chap.  VIII.,  Mr.  Carey  considers  “objec- 
tions” Avhidi  may  be  made  to  the  vicAVs  advo- 
cated by  him,  and  among  others  he  says,  “ It  may 
be  .mid  that  labor  is  not  invariably  a muse  of 
Value,"  and  he  quotes  JNlr.  Senior,  aaIio  says, 
“The  fact  that  that  circumstance  (labor)  is  Iiot 
essential  to  value,  a\  ill  be  demonstrated  if  Ave  can 
suppose  a case  iii  Avhich  value  could  exi>t  Avitliout 
it.  If,  Avhile  carelessly  lounging  along  the  >ea 
shore,  I Avere  to  luck  up  a jiearl,  Avould  it  liave 
no  value?  ^Ir.  Me  Culloch  would  ausAver  that 
the  value  of  the  pearl  Avas  the  result  of  my 
aiq»ropriative  industry  in  stooping  to  jiiek  it  up.” 
Tiiere  is  no  one  avIio  knoAVs  anything  about 
Inductive  Science  avIio  will  not  see  that  Mr. 
Senior’s  observation  is  perfectly  conclusive.  And 
wliat  is  Mr.  Carey's  answer  ? “ iVarls  may  be 

found  by  those  Avho  do  not  seek  them,  and  meteoric 
iron  may  be  a gift  to  those  Avho  little  anticiiiale 
its  reception,  A\  liile  others  may  .seek  for  pearls,  or 
dig  for  iron,  Avithout  profitable  results.  These 
are  accidents  Avhich  do  not,  in  the  slightest  de- 
gn'ee,  militate  against  the  assertion  that  all  value 
is  the  result  of  labor.  Xiue  hundred  and  ninety- 
nine  out  of  every  one  thousand  parts  of  those 
annually  created  are  so,  and  the  exce])tioiis  arc 
too  slight  to  be  deserving  of  consideration  ? They 
are  just  suffieienlly  numerous  to  prove  the  rule  ! ! 

This  paragraph  aaouKI  alone  be  sufficient  to 
prove  Mr.  Carey’s  want  of  tcieutific  spirit.  What 
person  aaIio  had  the  slightest  kiiOAvledge  of  In- 
ductive Science,  but  Avould  smile  to  hear  that 
exceptions  prove  the  rule ! A fact  that  is  totally 
irreconcilable  Avith  a theory  is  the  i»roof  of  the 
theory  ! This  is  truly  something  ucav  in  Science. 
Ill  the  old  Avorld,  facts  are  the  tests  of  theories, 
and  though  999  instances  may  seem  to  suit  a 
theory,  it  is  universally  held  that  the  thousandth, 
Avhich  docs  not  agree  Avith  ii,  disproves  W.  What 
ail  admirable  proof  of  the  emission  theory  of 
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light  it  was  to  find  that  numerous  facts  could  not 
be  accounted  for  hy  it ! 

In  Chap.  IX.,  Mr.  Carey  gives  us  the  ‘‘results'* 
:>f  his  investigations,  which  we  may  iwesent  to 
our  readers. 

Of  TV/7«e. 

T.  That  all  value  is  exchangeable. 

II.  That  labor  is  the  sole  cause  of  Value. 

III.  That  the  value  of  commodities,  at  the 
time  of  production,  is  measured  by  the  quantity 
and  quality  of  labor  required  therefor. 

IV.  That  with  every  improvement  in  the 
quality  of  labor,  there  is  a diminution  in  the 
quantity  thereof,  required  for  the  production  of 
my  given  quantity  of  commo<lities. 

V.  That  the  value  of  existing  cai>ital  cannot 
exceed  that  of  the  quantity  and  quality  of  labor 
required  for  its  reproduction,  and  that  the  (juau- 
tity  of  labor  for  w'hich  it  will  exchange  tends  to 
fall  with  every  improvement  iu  the  quality 
thereof. 

Of  Labor. 

VI.  That  labor,  M*hen  aiiled  by  Capital,  be- 
comes more  productive,  and  is  thus  improved  iu 
its  fpiality. 

VII.  That  every  improvement  in  the  quality 
of  labor  is  attended  by  an  increased  facility  of 
accumulation. 

VIII.  That  this  iucrea.sed  power  of  accumu- 
lating capital  tends  to  lessen  the  value,  iu  labor, 
of  that  already  existing,  and  to  diminish  tlie  i)ro- 
portiou  of  the  product  of  labor  that  can  be  de- 
manded iu  return  for  permitting  it  to  be  used. 

IX.  That  the  proportion  that  can  be  claimed  | 
by  those  who  transport  its  products,  and  by  the  , 
storekeeper  who  exchanges  them  for  the  com-  I 
modities  required  in  return,  is,  in  like  maimer,  in  I 
a constant  course  of  reduction,  as  labor  becomes 
more  productive. 

X.  That  the  laborer  is  thus  enabled  to  retain 
a constantly  increasing  proportion  of  the  com- 
modities i>roduced. 

XI.  That  where  population  and  capital  are 

small,  and  where  the  superior  soils,  only,  are  cul- 
tivated, labour  is  unproductive : that  the  pro-  ; 
portion  claimed  by  the  landowner  is  large,  the 
cost  of  transportation  is  great,  and  the  proportion 
taken  by  the  storekeeper  is  so,  while  tliat  Avhich  | 
is  retained  by  the  laliorer  is  small,  lie  is  there- 
fore poor  and  miserable.  * 

XII.  That  as  population  and  capital  increase,  ' 
and  as  cultivation  is  extended  over  the  inferior 
soils,  labour  becomes  more  productive,  and  there 
is  a constant  diminution  in  the  proportum  claimed  ! 
by  the  owner  of  Capital,  whether  applied  to  the 
improvement  of  land,  or  to  the  transportation,  or 
exciiange,  of  commodities,  accompanied  by  a con- 
stant increase  in  the  proportion  retained  by  the  ' 
laborer,  and  a constant  improvement  in  his  con- 
dition. 

Of  Copital. 

XIII.  That  the  power  to  demand  rent  arises 
from  labor  ajjplied  to  the  imiirovement  of  land, 
and  that  reut  and  interest  are  alike  profits  of  i 
Capital. 

XIV.  That  the  aid  of  Capital  tends  to  render  [ 
labor  more  productive,  thus  improving  its  quality.  ^ 

XV.  That  the  further  acquisition  of  Capital  | 
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is  facilitated  by  every  improvement  in  the  quality 
of  labor. 

XVI.  That  this  increased  facility  of  accumu- 
lation is  atf, ended  by  a diminution  in  the  labor 
value  of  all  pi  eviously  existing  capital. 

XVII.  That  it  is  also  attended  with  a dimi- 
nution in  the  proportion  of  the  jiroduct  of  labor 
that  can  be  claimed  for  permitting  capital  to  be 
used. 

XVIIT.  That  labor  is  by  its  improvement  iu 
quality  rendered  so  much  more  productive,  that 
this  diminution  in  the  proportion  claimed  by  the 
capitalist,  is  attended  by  an  increase  iu  the  quan- 
tity of  commodities  obtained  in  return  for  the  use 
of  any  given  amount  of  capital. 

XIX.  That  where  population  and  capital  are 
small,  and  whi*re  the  suiierior  soils,  only,  are  cul- 
tivated, further  capital  Is  accumulated  with  difii- 
cnlty,  and  its  owner  takes  a large  i)ropf»rtioii  <tf 
the  product  of  labor  iu  return  for  permitting  its 
use;  but  that  large  proportion  yields  but  a .small 
amount  of  commodities,  and  thus  a large  (piantity 
of  labor  is  required  to  secure  a given  amount  of 
income, 

XX.  That  as  population  and  capital  increase, 
and  as  cultivation  is  extended  over  the  inferior 
soils,  further  capital  is  accumulated  with  greater 
facility,  and  the  proportion  of  the  Capitalist  is 
diminished;  but  that  smaller  proportion  yields 
him  a constantly  increasing  quantity  of  com- 
modities, and  thus  a smaller  amount  of  labor  is 
required  to  sei’ure  a given  amount  of  income. 

XXL  That  thus  with  tlie  increase  of  popula- 
tion, and  of  capital,  and  with  the  extension  of 
cultivation,  there  is  a steady  improvement  in  the 
condition  of  both  laborer  and  capitalist.  That 
the  former,  while  enjoying  a constantly  increasing 
measure  of  tic  comforts  and  couveuieiices  of  life, 
experiences  a constantly  increasing  facility  in 
becoming  himself  a capitalist,  to  enjoy  an  equally 
constantly  increasing  measure  of  the  conveniences 
and  luxuries  of  life,  iu  return  for  the  industry, 
])rudence,  and  iutegi'ity  which  enables  him  to 
become  so. 

“ Such  we  believe  to  be  the  natural  laws, 
regulating  the  production  and  distribution  of 
wealth,  tliat  may  be  deduced  from  the  experience 
of  the  world  for  hundreds,  and  thousands,  of  years. 
That  they  are  so  we  feel  assured,  because  tliey  are 
like  all  the  other  laws  of  nature,  simple.,  and 
therefore  likehi  to  he  universally  true." 

Here  again,  unfortunately,  Mr.  Carey’s  logic  is 
somewhat  at  fault.  Because  all  other  laws  of 
nature  are  simple,  (which  is  a very  doubtful 
assertion,)  tin  refore,  all  simple  laws  are  laws  of 
nature.  This  is  a simple  argument,  but,  we  fear, 
is  not  on  that  account  a law  of  nature. 

Ill  Chap.  X.  Mr,  Carey  treats  of  “ Fluctuations 
of  Price,"  but  this  chapter  is  not  sufficiently  full. 
He  however  arrives  at  a very  sound  doctrine  that, 
“ Diminished  production  in  any  part  of  the  w'orld 
tends  to  diminish  the  quantity  of  commodities 
obtainable  by  the  labor  iu  every  other  part,  while 
increased  production  iu  any  one,  tends  to  increase 
it  in  every  other.  It  is  therefore  to  the  interest 
of  all  that  universal  peace  should  reign — that 
capital  should  increase — and  that  labor  should  be 
productive." 

He  also  affirms  that,  “MTien  the  rise  of  money 
wages  is  preceded  by  a rise  iu  the  price  of  com- 
mwlities,  it  arises  from  diminished  production — 
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or  from  excess  of  the  substitutes  for  money — is 
ilisadvantageous  to  the  laborer,  and  temjiorary  in 
its  duration. 

“Wlien,  on  the  contrary,  it  is  accompanied  by 
a fail  in  the  jiriccs  of  commodities,  it  arises  from 
increased  jivodnction — is  advantageous  to  the  la- 
borer— ami  is  likely  to  be  jiermaueut." 

The  next  seven  chapters  are  occupied  Avith 
examining  the  views  of  preceiling  economists, 
ami  comparing  them  with  tlic  doctrines  obtained 
by  himself. 

In  Chap.  XI,,  he  examines  the  doctrines  of 
IVfaltims,  and  well  shews  his  iiiconsistt  iicy  in  de- 
fining Avealth  ns  “the  material  tilings  necessary, 
useful,  or  agri'eahle  to  man,  Avhich  have  required 
some  portion  of  human  exertion  to  produce,"  and 
then  saying  that  the  Value  of  Land  coii^iists  in 
the  scarcity  of  that  Avhich  is  fertile,  or  possessed 
of  advantages  of  situation,  ami  tliat  the  owm-rs 
derive  the  poAver  of  deniamling  reut  for  its  use 
from  tlie  necessity  Avhieh  exists  of  having  re- 
course to  Soils  tliat  yield  a smaller  return  to  labor. 
Two  doctrines  Avhich,  !Mr.  Carey  justly  says,  con- 
tradict one  another.  He  tlicn  eulors  into  a long 
investigation  to  disjirove  Malthus's  doctrine  of 
lieiit.  In  Chap.,  XI L,  he  examines  Ricardo's 
theory  of  Kent ; and  in  Chap.  XI IL,  he  discusses 
the  opinions  of  Mr.  James  Mill,  J.  B.  Say, 
Torrens,  ^Ir.  Wakefield,  ami  Dr.  Chalmers.  In 
Chap.  XIV.,  he  reviews  the  opinions  of  Mr.  ■NIc 
Cnllocii  ami  !Mr.  Scrope;  ami  iu  Chap.  XV., 
those  of  Mr.  Senior;  and  in  Chap.  XVL,  those 
of  Mr.  Samuel  Bailey,  the  author  of  the  “Critical 
Dissertation  on  A''aliie.’*  In  Chap.  XVIL,  those 
of  Mr.  Jones. 

In  Chaj),  XVITT-,  ^Ir.  Carey  adopts  Dr.  John- 
soifs  definition  of  Revenue,  as  “Income;  ainuial 
profits  derived  from  lands  or  other  fumls."  A 
portion  of  tins,  he  says,  is  expended,  and  the  re- 
mainder being  laid  by  to  accumulate,  constitutes 
cajiital. 

In  Chap.  XIX.,  Mr.  Carey  agrees  Avith  ]\Ir, 
]\Ic  Cullocli  in  his  definition  of  Capital,  ami  in- 
cludes all  articles  possessing  exchangeable  value, 
the  accumulated  products  of  past  labor.  As  Ave 
entirely  di.ssent  from  this  definition,  Ave  may  refer 
to  C.\PITAI.. 

In  Chap.  XX.,  !Mr.  Carey  emleaA'oiirs  to  arri\'e 
at  a definition  of  Wages  and  Profits,  and  says, 
“Profits  are  the  compensation  received  for  tlie 
use  of  capital,  the  accumulated  labor  of  past 
times,  Avliilo  AVages  arc  obtained  by  ])rcscnt  labor, 
and  are  the  reward  of  time,  attention,  talent,  ami 
often  of  the  sacrifice  of  convenience,  comfort,  and 
CAxni  of  health.  The  first  is  paid  for  the  aid  of 
things,  and  the  last  for  the  services  of  men.*’ 

Chap.  XXL  contains  a general  summary  of 
Mr.  Carey’s  doctrine ; among  other  results  he 
says, — 

III.  Tliat  as  man  cannot  increase,  or  decrease, 
the  quantity  of  matter  of  AA'hich  the  AA'orld  is 
composed,  he  has  it  only  in  his  power  to  alter  in 
its  form,  or  in  its  place,  the  matter  already 
existing.  Production,  therefore,  consists  in  the 
appropriation,  alteration,  or  transportation,  of  the 
gifts  of  nature. 

IV.  That  the  articles  so  produced  haA*e  value 
in  his  estimation,  because  of  the  labor  that  has 
been  given  in  exchange  for  them. 

V.  Tliat  tne  value  thus  produced  constitutes 
liis  revenue. 
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VI.  That  a portion  of  his  revenue  is  applied 
to  the  satisfaction  of  present  Avants,  and  thr  re- 
maimler  is  laid  by  for  future  enjoyment,  or  to  ai<l 
him  ill  further  lu’oduction. 

VII.  Tliat  the  i>ortion  thus  laid  by  constitutes 
his  Capital,  under  Avhich  head  is  embraced  all 
articles  imssessing  exchangeable  value,  Avlielher 
in  the  form  of  land,  houses,  ships,  provisions, 
(liaimmds,  or  commodities  of  an}’  other  ilescription. 

XIII.  That  as  labor  improves  in  its  quality 
there  is  a constant  tendency  to  diminution  in  the 
(|naiitity  thereof  that  can  be  obtained  in  exchange 
for  existing  Capital.  The  value  of  the  latter  Is 
limited  by  the  cost  of  ]»r(iductioii. 

XIX.  That  when  labor  isofan  inferior  quality, 
production  is  small,  capital  is  aecnmnlated  with 
difficulty,  and  the  oAvner  claims  a large  pro]iortioii 
of  tile  product  in  return  for  granting  its  aid. 

XXII.  Tliat  as  labor  isiinpn>A'ed  in  its  quality, 
it  becomes  more  )>roduetiA'c,  cajiital  is  accumulaled 
at  less  cost  of  labor;  and  its  owner  can  demand 
a smaller  proportion  of  the  product  in  return  for 
granting  its  aid. 

XXllI.  That  Avith  eA’ory  improA’oment  in  the 
quality  of  labor  the  (piantity  of  commodities  to  i»e 
divitled  is  increased.  That  then  itiereased  pro- 
duction is  attended  by  the  poAvi-r,  on  the  ]mrt  of 
the  laborer,  to  retain  a constantly  increasing 
proportion  of  the  commodities  produced.  He  is 
therefore  constantly  improving  iu  his  condition, 

XXVI.  That  the  interests  of  the  Capitalist 
and  laborer  are  thus  in  perfect  harmony  with 
eacli  other,  as  each  derives  advantage  from  every 
measure  tliat  tends  to  facilitate  the  groAvth  \>i’ 
capital  and  to  vender  labor  itvoduciive,  Avhile 
every  measure  that  tends  to  produce  the  opposite 
etfoct  is  injurious  to  both. 

XXA'H  L That  the  interests  of  all  nations  are 
therefore  in  harmony  Avith  each  ntluT,  as  every 
measure  that  tends  to  lesson  ]u*oductiou  in  one 
nation,  tends  to  lesson  the  reward  of  bolli 
labourer  and  capitalist  in  every  other  nation,  and 
every  measure  tliat  lends  to  increase  ]iroduetiou 
in  one  nation  tends  to  iiicrctise  the  reAvanl 
of  the  laborer  aud  capitalist  iu  every  other 
nation. 

XXXI.  That  in  the  infancy  of  society,  the 
Avant  of  capital  compels  man  to  depend  for  a 
supply  of  the  necc^saries  of  life  ufiou  the  appro- 
]>riation  of  those  articles  produce<l  by  nature 
Avithout  his  aid,  and  he  is  compelled  to  roam  over 
exteiisi\'e  tracts  of  land  to  obtain  sufficient  to 
support  existence.  He  relies,  exclusively,  upon 
the  superior  soils. 

XXXII.  That  he  is  therefore  compelled  to 
live  ajiart  from  his  felloAv  men,  or  to  associate 
Avith  them  iu  very  small  communities.  Pojuilatiou 
is,  conseiiueutly,  thinly  scattered  over  the  land. 
Fertile  land  is  abundant,  but  he  has  not  tlie 
means  of  rendering  it  productive. 

XXXIII.  That  if  succes.sful  iu  his  search 
after  food,  lie  does  not  possess  the  means  of  trans- 
porting, or  of  preserving  that  Avhich  lie  doe.s  not 
require  for  immediate  consumption.  His  life  is, 
therefore,  a c<»ustant  alteniatiun  of  Ava.ste  and 
starvation.  lie  is  poor  aud  miserable. 

XXXIV.  That  Avith  the  first  accumulation  of 
capital  he  acquires  the  i>0Aver  of  resorting  to  an 
inferior  soil  for  subsistence.  He  finds  that  a more 
limited  space  will  supply  his  Avauts;  and  he  is 


I 


386 


CAUEY. 


CAREY. 


•‘iiable^l  to  draw  nearer  to  bis  fellow  men,  to  unite 
with  them  in  the  division  of  employment,  and 
thus  to  obtain  their  co-operation,  by  which  the 
labor  of  all  is  rendered  more  productive. 

XXXV.  That  with  the  further  accumulation 
of  ca{dtal,  he  brinj^s  into  action  soils  still  more 
inferior,  and  with  every  such  chancre  liuds  in- 
creased facility  in  obtaiuiiif;  the  necessaries  of 
life  from  a diminished  surface;  he  is,  therefore, 
enabled  to  draw  daily  nearer  to  his  fellow  men, 
and  daily  more  and  more  to  co-operate  with  them, 
by  whicli  co-operation  his  labor  is  rendered  daily 
more  productive.  Tliis  increased  facility  of  ob- 
tainin*:  the  means  of  subsistence,  causes  a con- 
stant diminution  in  the  proportion  of  the  i>opula- 
tiou  reipiired  for  the  production  of  tbod,  ami 
enables  a cvmstaiitly  increasinj?  proportion  to 
apply  themselves  to  the  production  of  clothing, 
shelter,  and  the  other  comforts  of  life. 

XXXVII.  That  tlius  as  Capital  increases, 
population  becomes  more  dense,  and  the  inferior 
soils  are  brought  into  action  with  a constantly 
increasing  return  to  labor.  Men  are  enabled  to 
benefit  by  the  co-operation  of  their  neighbours, 
and  habits  of  kindnes.s  ami  good  feeling  take  the 
place  ()f  the  savage  and  predatory  habits  of  the 
i'arly  period.  Poverty  and  misery  gradually  dis- 
ajtpear,  and  are  replaced  by  ease  and  comfort. 
Labt»r  becomes  gradually  less  severe,  ami  the 
quantity  required  to  secure  the  meaus  of  sub- 
sistence is  diminished,  by  which  he  is  enabled  to 
(lcv(»temore time tothecultivatiou of hismind.  Ilis 
iuiu*al  improvement  keeps  pace  -with  that  which 
takes  place  in  his  jdiysical  condition,  and  thus  the 
virtues  of  civilization  replace  the  vices  of  savage 
life. 

Jfr.  Carey,  in  his  first  part,  considered  the 
I»roduction  ami  distribution  of  'Wealth,  as  they 
would  naturally  be,  if  not  controlled,  thwarted, 
and  restrained  by  disturbing  causes.  These  he 
finds  in  want  of  security  to  person,  to  ])roperty, 
and  under  these  latter,  Mr.  Carey  very  i)roi>erIy 
includes  all  sorts  of  unjust  interferences  witli  the 
right  of  disposing  property,  ]trotectiou,  trade  re- 
straints of  all  sorts.  Unproductive  expenditure 
has  also  been  a retarding  cause.  ]\Ir.  Carey  then 
examines  the  ditfereiices  in  the  (|uality  of  labor, 
ami  under  this  head  iueludes  credit.  "Mr.  Carey 
tin'll  considers  the  quantity  of  labour,  the  distri- 
bution of  the  ])rodnct  between  tlie  laborer  ami 
the  capitalist.  All  these  .several  branches  of  in- 
quiry are  applied  to  India,  France,  England,  and 
the  United  States.  There  are  a vast  iminber  of 
curious  and  interesting  facts  collected,  and  on 
each  subject  the  author  assigns  the  superiority  to 
the  United  States. 

In  Chait.  IX.  lie  considers  the  support  of 
Government,  wliich  must  be  sujqiorted  by  tax- 
ation. which  may  assume  four  forms,  "l,  A 
specific  tax  upon  each  individual,  payable  in 
money.  II.  A tax  on  cajiital.  III.  A tax  on 
commodities  consumed.  IV.  A tax  on  income. 

The  first  he  says  is  uneijiial  and  unjust.  The 
second  he  says  is  equally  injurious,  l lic  third 
lie  says  is  also  unjust,  as  it  tends  to  throw  nearly 
the  whole  luinlen  on  the  working  clas>es.  Mr. 
Can'V  decides  that  tlie  Ia>t,  or  an  income-tax,  is 
the  only  fair  method,  and  he  evidently  means 
that  it  should  be  levied  on  all  incomes  eipially, 
from  whatever  source  they  come.  “Pysiu  h a 
tax  every  man  contributes  in  the  ratio  of  his 


interest.  The  capitalist,  with  a large  rcvemie, 
pays  his  share,  while  the  laborer,  with  an  income 
of  two  or  threi'  hundred  dollars  per  annum,  pays, 
as  he  ought,  fur  that  tramiuillity,  which  tends  to 
promote  the  growth  of  Capital,  and  to  secure 
him  a large  reward  for  his  exertions.  Paying 
for  it,  he  valu'*s  it,  and  while  he  will  bo  disposed 
to  furnish  the  necessary  contribution,  he  will 
have  every  inducement  to  watch  that  the  quan- 
tity is  not  gi-eater  than  is  required  for  an  ocuno- 
mical  administration.  Both  laborer  and  caiutalist 
Avill  feel  that  every  dollar  unnecessarily  taken 
tends  to  limit  their  power  of  ex])emlituro,  or  their 
power  of  accuimilation,  and  both  will  have  tlie 
same  interest  in  regulating  the  t»roceedings  of  the 
government  in  such  manner  as  will  tend  most  to 
]»ermit  the  gmwth  of  capital.  They  will  bo 
ojqiosed  to  tlie  maintenance  of  large  armies,  or 
navies,  and  especially  opposed  to  wars.  They 
will  see  that  no  advantage  can  be  deriv^ed  from 
foreign  colonies,  because  these  colonies,  where 
taxation  is  equitably  levied,  cannot  be  made  to 
contribute  to^vards  the  jiayment  of  the  cost  of 
maintaining  any  government  but  their  own. 

Chap.  XI.  treats  of  the  effect  of  taxation  on 
wages  and  profits,  and  he  arrives  at  results,  some 
of  wliich  are, — 

VI.  That  the  growth  of  Capital  is  most  rapid 
where  the  exj-enditures  of  government  are  small, 
and  that  every  increase  in  the  amount  expended 
tends  to  diminish  its  growth. 

VIT.  That,  consequently,  every  measure  that 
tends  to  lessen  the  expenditure  of  government, 
tends  to  increase  the  i>ower  of  production,  and  to 
increase  the  I'roportion  of  the  product  that  may 
be  claimed  hy  the  laborer. 

VIII.  That  every  measure  tending  to  increase 
the  demands  of  government,  tends  to  diminish 
the  power  of  production,  and  to  diminish  the 
])r(»portioii  of  the  product  that  may  be  claimed  by 
the  laborer. 

In  Chap.  Xrr.  Mr.  Carey  examines  the  revenue 
systems  of  India,  France,  England,  and  the 
United  States. 

Chap.  XIII.  treats  of  the  distribution  of  pri- 
vate revenue,  and  Chap.  XIV.  treats  of  the  social 
condition  of  Scotland  and  Ireland,  in  which  Mr. 
Carey  disagrees  from  Mr.  ]\lc  Culloch’s  Tlieory 
of  Absenteeism.  In  Chap.  XV.,  he  treats  of  the 
Netherlands,  Spain,  Sweden,  Norwav,  China,  and 
Turkey. 

The  third  'N'olunic  of  this  Work  has  not  come 
in  our  way. 

The  Credit  system  in  France^  Great  Britain^ 
and  the  United  States.  Philadelidiia,  1838. 

This  consists  chiefly  of  a reprint  of  a ehapt(*r 
in  the  Principles  of  Political  Ecomony,  with  a few 
additions. 

The  Past^  the  Present^  and  the  Future,  Phila- 
delphia, 1848. 

In  his  former  work  IMr.  Carey  had  declared  his 
dissent  from  the  Bicardiaii  theory  of  Kent,  lu 
this  one  he  enters  into  a more  elaborate  refutation 
of  it.  But  it  is  impossible  not  to  .sec  that  he  has 
shifted  his  gmuiid.  In  his  former  one  he  allows 
that  men  begin  by  cultivating  the  best  .soils,  but 
inaintaius  that  their  returns  are  small  because 
they  have  not  the  benefit  of  numbers  and  Capital 
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to  assist  them.  In  this  work,  however,  he  has 
taken  up  a ne^v  position  altogether.  In  it  he 
maintains  that  tlie  first  settlers  in  a country  al- 
ways begin  by  cultivating  the  inferior  soils.  lie 
says  that  the  best  soils  arc  always  covered  with 
immense  trei'S  that  he  cannot  fell,  or  they  are 
swamps  that  he  cannot  drain.  Tliese,  he  says, 
cannot  be  brought  into  cultivation  till  men  and 
Cajiital  increase.  But  there  are  always  spots  of 
an  inferior  degree  of  fertility,  on  the  hill  side  for 
instance,  where  the  thin  soil  ha.s  prevented  the 
growth  of  trees  and  shrubs,  which  are  always 
brought  into  cultivation  first,  because  they  afford 
the  readiest  return  for  labor. 

Mr.  Carey  then  (p.  17.)  attacks  the  Ricardo 
theory  of  Rent  and  says,  “Nearly  40  years  have 
elapsed  since  Mr.  Ricardo  communicated  to  the 
world  his  discovery  of  the  nature  and  causes  of 
rent,  and  the  law  of  its  progress.  The  work  l>y 
means  of  which  it  Avas  first  made  known  has  since 
been  the  text  work  of  that  portion  of  the  English 
community  who  style  themselves, /wr  excellence^ 
political  economists,  and  anything  short  of  abso- 
lute faith  in  its  contents  is  regarded  as  heresy, 
worthy  of  excommunication,  or  as  evidence  of 
an  incapacity  to  conqirehend  them,  worthy  only 
of  contempt.  Nevertheless,  imitating  in  this  the 
action  of  the  followers  of  Mahomet,  in  regard  to 
the  Koran,  the  professors,  one  ami  all,  who  have 
undertaken  to  teach  this  doctrine,  insist  upon  con- 
struing it  after  their  own  fashion,  and  modify- 
ing it  to  suit  their  own  views  and  the  apparent 
necessities  of  the  case  ; the  consequence  of  whicli 
Ls,  that  the  inquirer  is  at  a loss  to  determine  what 
it  is  that  he  is  required  to  believe.  Having  sludiod 
carefully  the  works  of  the  most  emiiieut  of  the 
recent  writers  on  the  subject,  and  having  found 
no  two  of  them  to  agree,  he  turns  in  despair  to  Mr. 
Ricardo  himself,  and  there  he  finds  in  the  cele- 
brated chapter  on  rent,  contradictions  that  cannot 
be  reconciled,  and  a sei-ies  of  complications  such  as 
never  before  we  believe,  was  found  in  the  same 
number  of  lines.  The  more  he  studies,  the  more 
he  is  puzzled,  and  the  less  difficulty  does  he  find 
in  accounting  for  the  variety  of  doctrines  taught 
by  men  who  profess  to  belong  to  the  same  school, 
and  who  all  agi*ee,  if  in  little  else,  in  regarding 
the  new  ihcorv  of  rent  as  the  great  di.scoverv  of 
the  age.  * * * >^  * * * 

“At  first  sight,  it  looks  to  be  exceedingly  simple. 
Rent  is  said  to  be  paid  for  land  of  the  first  quality, 
yielding  one  hundred  (piarters  in  return  to  a given 
quantity  of  labor,  when  it  becomes  necessary,  with 
the  increase  of  population,  to  cultivate  land  of 
the  second  quality,  capable  of  yielding  but  fiO 
quarters  in  return  to  the  same  quantity  of  labor : 
and  the  amount  of  rent  then  paid  for  No.  I.  is 
equal  to  the  difference  between  their  respective 
products.  No  proposition  could  be  calculated  to 
command  more  universal  assent.  Every  man 
who  hears  it  .sees  around  him  land  that  pays  rent. 
He  sees  that  that  which  yields  forty  bushels  to  the 
acre  pays  more  rent  than  that  which  yields  but 
tlih-ty,  and  that  the  difference  is  nearly  etiual  to 
the  difference  of  product.  He  becomes  at  once 
a disciple  of  Mr.  Ricardo,  admitting  that  the  rea- 
son why  prices  arc  paid  for  the  use  of  land  is  that 
soils  are  different  in  their  qualities,  when  he  would 
at  the  same  moment.,  regard  it  as  in  the  highest  de- 
gree absurd.,  if  any  one  u'ere  to  undertake  to  prove 
that  prices  were  paid  for  oxen  because  one  ox  is 


heavier  than  another  ; (hat  rents  are  paid  for  houses 
because  some  U'dl  accommodate  twenty  persons  awt 
others  oidy  ten  ; or  that  all  ships  command  frei*^hts 
because  some  ships  differ  from  others  in  their  capa- 
city ! " 

At  p.  23,  he  .says,  “It  will  be  perceived  that 
the  wliole  system  is  based  upon  the  assertion  of 
the  existence  of  a single  fact,  viz.,  that  in  the 
commencement  of  cultivation,  when  population 
is  small,  and  land  consequently  abundant,  the 
soils  cajiable  of  yielding  the  largest  return  to  any 
given  (luaiitity  of  labor  alone  are  cultivated. 
The  fact  exists,  or  it  does  not.  If  it  has  no 
existence,  the  system  falls  to  the  ground.  That 
it  does  not  exist;  that  it  never  Ims  existed  in 
any  country  wliatsoover;  and  that  it  is  contrary 
to  the  nature  of  things  that  it  should  have  existed, 
or  can  exist,  we  propo.se  now  to  show,  ” 

This  then,  v e may  say,  is  the  main  purpose  of 
this  work.  Mr.  Carey,  from  a general  survey  of 
different  countries,  maintains  that  men  ahv'ays 
have,  and  necessarily  must  have,  commenced  cul- 
tivation on  inferior  soils,  and  when  men  and 
capital  increased  have  then  progressed  to  bring 
the  best  soils  into  cultivation.  The  reason  for 
this  general  and  sweeping  conclusion  is,  as  above 
indicated,  because  the  best  and  most  fertile  lands 
are  always  covered  with  forest  or  swamp,  and 
the  inferior  lands  free  from  them.  Hence  settlers 
begin  with  those  lands  most  easily  attainable. 
The  universality  of  this  law  Mr.  Curey  attempts 
to  prove.  This  then  is  the  basis  of  his  theory  of 
Rent,  and  as  seen  above  it  is  in  diametrical  oppo- 
sition to  that  of  Ricardo.  He  also  maintains  that 
as  men  and  capital  increase,  and  bettor  lauds 
are  brought  into  cultivation,  routs  rise,  and  popu- 
lation becomes  better  off.  Wo  shall  make  some 
observations  on  this  afterwards. 

In  Chaj).  V.  entitled,  “ Man,  and  his  Standard 
of  Value  f Mr.  Carey  advocates  a coinjdete  absten- 
tion of  legislative  interference  with  Banking,  and 
shews  that  it  hasalwaysbeen  best  managed  where 
there  has  been  least  iutcrfereiiee  and  worst  wiicre 
there  has  been  most.  At  p.  187,  he  .shews  that 
he  knows  perfectly  well  that  “ deposits  ” are 
credits  created  in  the  bank’s  books,  ami  the 
paradox  of  banking  wliich  so  puzzled  Mr.  Car<l- 
well,  that  banks  create  liabilities  by  making  ad- 
vances. Speaking  of  the  Bank  of  England,  he 
says,  “ People  do,  however,  require  jirotection 
against  the  exercise  by  the  Bank,  of  the  va.st 
power  confided  to  it,  by  means  of  wliich  it  is 
enabled  to  imrchasc  securities,  passing  the  amount 
to  the  credit  of  their  owners,  and  calling  them 
‘deposits';  by  which  operation  prices  are  forced 
up,  the  rate  of  interest  is  diminished,  capital  is 
made  to  appear  superabundant.  ” Also,  p.  18!), 
“Its  ‘deposits*  have  grown  with  the  increase  of 
its  investments.  Such  success  emboldens  it  to 
repeat  the  operation,  and  another  million  is  pur- 
chased, with  similar  results.  It  obtains  the  bills, 
and  the  owners  obtain  credits  on  the  books  of  the 
Bank,  which  thus  runs  in  debt,  and  the  more  debt 
it  contracts  the  more  means  it  appears  to  suppose 
itself  to  have  at  command.  With  the  second 
million  prices  have  risen;  and  with  the  third 
they  rise  still  higher,  and  so  on  with  each  suc- 
cessive million.  Capital  appears  superabundant, 
because  the  former  owner  of  these  millions  of 
securities  is  seeking  for  profitable  investments, 
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Alien  the  real  supcrabniulance  consists  only  in 
Icbh  wliieli  the  Rank  has  inenrred.” 

iUr.  Carey  then  enters  into  consivierations  of  a 
social  nature,  into  which  we  cannot  follow  him, 
uul  has  a ehai»ter  uit  CohnuailoUi  which  contains 
niich  that  is  ^ood. 

7 he  S/(ire  Trnde^  domestic  ami  foreiiin^  frln/  it 
■xists^  and  how  it  may  he  extinguished.  Pliila- 
lelpliia,  1853. 

The  harmfiny  of  interests.^  A^nculturnl^  Mauu~ 
/‘nctnringr^aud  Commercial.  Xew  York,  1852. 

Letters  on  international  copyright,  riuhnlelplua, 
. So  3. 


Leftt-rs  to  the  President  on  the  Foreign  and 
Domestic  pohey  of  the  Union.^  and  its  effWls  as 
"xhibited  in  the  condition  of  the  people  and  the 
^late.  riiiladelpliia,  1858. 

to  the  questions;  \Vhat  constitutes 
'^nrrency  f ](  hat  are  the  can.'ics  o f unsteadiness 
f the  Currency  f And  what  is  the  remedy  f 
Miiladelphia,  1840. 

In  answer  to  the  first  of  these  questions,  W’hat 
onstitiites  Currency  ? Mr.  Carey  says,  “ Cur- 
i*ncy  consists,  I.  Of  gold  and  silver  coin  or 
mllion.  II.  Of  the  engagements  of  individuals, 
»r  of  associations  of  individuals,  to  deliver  on 
lemand  given  quantities  of  money.  These  en- 
j agements  exist  in  the  form  of  circulating  notes, 

* r in  that  of  credits,  commonly  called  deposits, 

■ ransferablc  by  means  of  checks  or  drafts.  * * * 

“ To  constitute  gold,  silver,  bank  notes  or  de- 
] osits,  a jiart  of  the  currency,  it  is  necessary  that 
1 liere  sliouUl  exist  power  to  ajiply  tlie  same  direct- 
i / to  the  purchase  of  conmuKlities,  and  to  the  ful- 
1 hiieutot  allcoiitracts  for  the  delivery  of  money. 

“ (loUl  or  sih'or  in  the  possession  of  individuals 
*/ho  are  not  permitted  to  use  it,  ceases  to  consti- 
1 ito  a part  the  currency. 

“ A note,  or  certificate  of  deposit,  payable  at  a , 
i iture  time,  whether  by  an  individual  or  a bank, 
i not  currency.  ” 

A\'hether  this  distinction  is  tenable  or  not  we 
1 ave  exauiiiicd  under  Coxtinlity,  Law  of,  and 

( I RRENCY. 

He  coiichules  that  Currency  is  Capital  seelt- 

i g investment,  a definition  which  will  strike  our 
r jaders  as  somewhat  strange. 

Mr.  Carey  advocates  the  abolition  of  all  res- 
t aints  on  Ranking. 

Principles  of  Social  Scieyice.  riiiladelpliia, 

1 ^58.  1 his  work  C(»ntains  a resume  of  Mr.  Carev’s 
c K.'trincs  Avhich  he  published  at  various  times  in 
I s preceding  ones.  We  may  consider  it  there- 
f re  as  his  matured  system.  There  is  not  much 
t lat  is  ab-solutcly  novel  in  it,  but  it  is  mixed  up 

V ith  such  a strong  infusion  of  mysticisin,  as  to 
r nder  it  in  many  parts  almost  unintelligible.  In 
h s earlier  writings  Mr.  Carey  was  an  ardent  and 
e dightened  Free  Trader,  but  in  tliis  work  he  has 
b *come  a thorough  rrotectionist.  A very  rare 

ii  stance  we  should  imagiue  of  such  retrogi'ade 
1>  -ogress.  The  author  has  imbibed  a perfect  ab- 
h irrcuce  of  everything  Rritish.  Throughout  the 

V hole  course  of  his  work  he  seeks  every  occasion 
t<  exalt  Colbert  and  the  French  system,  and  to 
c y down  England  and  the  English  system  of 
F -ee  Trade,  wiiich  he  looks  upon  as  a deliberate 
a tempt  on  the  jiartol  England  to  keep  down  every 
o lier  nation. 

^Ir.  Carey  is  the  boldest  and  most  original 
sj  eculatt>r  in  Political  Economy  that  America  Las 


produced,  and  some  of  his  countrymen  consider 
him  to  have  etfected  a revolution  in  the  seieiice. 

If  we  conceiv'  il  such  an  ojiiiiiou  to  be  true,  we 
should  gladly  endorse  it.  Rut  we  are  very  far 
indeed  from  being  able  to  do  so,  and  his  later 
productions  are  mingled  with  so  much  mysticism 
as  to  be  beyond  the  reach  of  comprehension. 

Mr.  Carey’.s  system  is  built  upon  tlie  doctrine 
that  labor  is  the  sole  cause  of  value,  a dogma 
wliich  he  holdi  in  common  with  the  whole  of  tlie 
second  school  of  Political  Economy. 

The  absurdity  of  this  doctrine  was  pointed  out 
long  ago  by  Dr.  AVhately,  who  shewed  that  pearls 
are  not  valuable  because  men  dive  for  tliem,  but 
men  dive  for  them  because  they  are  valuable. 

According  to  the  doctrine  that  labor  is  the 
sole  cause  of  v duo,  which  is  strenuously  advocat- 
ed by  Mr.  McCidloch,  a diamond  is  valuable 
because  it  is  ].icked  up.  A fine  diamond  lying 
on  the  ground  has  no  value  until  it  is  jticked  up, 
and  it  is  the  net  of  picking  it  up  which  gives  it  ' 
its  value! 

Mr.  ^IcCiilloch  maintains  tliat  the  increased 
value  due  to  the  fermentatiou  of  wine  in  a cellar 
is  to  be  considered  as  labor!  (AWe  I to  the 
Weidlh  of  Nations.) 

]\Ir.  Carey  s.iys  that  we  value  the  product  in 
projiortiou  to  the  ijiteiisity  of  labor  bestowed  on 
])ro(Iucing  it.  Tims  he,  with  the  second  school  of 
Political  Economy,  makes  the  labor  precede  the 
value. 

We  rejdy  tliat  it  is  manifestly  exactly  the 
reverse.  AVe  labor  to  obtain  a thing  very  much 
because  we  want  it  very  much.  The  desire  must 
in  all  cases  precede  the  labor.  We  do  not  bestow 
much  labor  on  a thing  and  then  sudilenly  find  out 
it  has  great  value,  but  we  must  clearly  desire  a 
thing  very  mueh,  before  we  bestow  much  labor 
on  it. 

A person  in  London  learns  that  there  are  some 
magnificent  ru  ns  in  Upper  Egypt,  and  he  lays 
out  much  money  and  gives  himself  much  trouble 
to  go  ami  see  them.  Is  it  not  clear  that  he  must 
desire  intensely  to  see  them  before  he  la)’s  out  so 
much  money  ai-d  trouble  in  going  to  sec  them? 

And  it  is  clear  ihat  this  law  is  universal ; it  is 
manifest  that  Value  is  the  cause  of  labor.  It  is 
hecause  a thing  is  desired  by  the  producer,  or 
because  he  knows  that  some  one  else  desires  it,  or 
because  he  expects  that  he  can  inspire  a desire  for 
it,  that  he  bestows  labor  in  producing  it.  If  there 
be  no  demand  for  a thing,  and  if  none  can  be 
created,  it  can  have  no  value,  M hatever  labor  be 
ex])euded  in  prnducing  it. 

It  is  perfectly  clear,  therefore,  that  Demand  is 
the  sole  cause  of  Value. 

Thus  the  whole  foundation  of  IMr.  CartVs 
system  of  Political  Economy  is  cut  away.  Labor 
is  the  accident,  and  not  the  essence  of  Value,  as  Dr. 
AV'hately  said  in  1831,  and  Rastiat  in  1850. 

(pREiaMIXARY  DiSCOURSE.) 

The  chief  point,  however,  of  novelty,  upon 
which  Mr.  Carey’s  reputation  rests,  is  his  Doctrine 
of  Kent.  It  is  well  known  that  Ricardo’s  Theory 
of  Rent  is  found'‘d  upon  the  assertion  that  the  best 
lands  only  are  cultivated,  and  that  no  rent  is  paid 
for  them;  that  as  population  increases,  inferior 
lauds  are  required  to  feed  them ; that  rent  then 
commences,  and  is  the  difference  between  the  cost 
of  cultivating  the  best  and  the  next  best  land, 
lu  a siiuilai*  manner,  when  laud  of  the  third  quality 
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is  required  rent  commences  on  the  second,  and  so 
on  ; ami  then  rent  is  defined  to  be  tlie  ditlereiice 
between  the  cost  of  cultivation  of  the  dilferent 
(pialities  of  land. 

Now,  for  tills  theory  of  Rent  to  be  true,  it  is 
essential  that  nu-u  should  iK-gin  to  cultivate  the 
best  soils,  ami  that  there  should  be  a difierence 
in  the  (pialitics  of  soils.  If  men  did  not  begin  ^ 
upon  the  best  soils,  or  if  there  were  no  ditference  j 
in  the  qualities  of  soils,  there  could  be  no  such  | 

thing  as  rent.  ! 

Mr.  Carey  challenges,  as  well  he  might,  an  1 
assertion  of  so  general  a nature,  aud  says  that  | 
men  firinH*  believe  in  this  theory  of  rent  who 
Avoiild  deem  it  the  height  of  absimlity  to  say 
that  a price  was  i>aid  for  cattle  because  some  were 
better  than  others  ; or,  as  we  might  say,  it  w*ould 
be  equally  ridiculous  to  say  that  lure  was  i»aid 
for  horses  because  some  horses  are  better  than 
others;  and  to  define  tlie  word  hire  to  be  the 
difference  of  cost  of  rearing  the  best  and  the  next 
best  horses. 

Between  Carey’s  fiivt  publications  and  his 
last,  there  is  a considerable  difference  in  his 
tlieory  of  Rent ; but  as  he  has  declared  that  lie 
has  abandoned  his  first  theory,  and  adheres  to  his 
second,  we  shall  of  course  only  examine  that  one. 

Carey  then  maintains  the  exact  reverse  of 
Ricardo.  He  maintains  that  men  invariably 
commence  on  inferior  soils,  and  Avork  their  Avay 
to  better  ones.  The  reason  of  this  is  that  the 
best  soils  ave  always  covered  with  timber,  or 
SAvamps,  Avhicb  a scanty  and  poor  i)o]mIation,  as 
the  first  inhabitants  of  a country  ahvays  are,  have 
neither  time  nor  instruments  to  clear.  He  says 
that  the  inferior  soils  are  the  most  free  from 
timber,  and  the  most  easily  cleared,  and  that  men 
always  Itegiu  Avilh  these  aud  gradually  extend 
their' cultivation  to  the  better  soils  as  their  num- 
bers and  capital  increase. 

Mr.  Carey  maintains  the  necessary  universality 
of  this  course,  and  he  has  taken  a Avide  survey  of 
the  history  of  nations  in  different  ages,  in  all 
countries  of  the  Avorld,  to  jirove  its  truth. 

Noaa'  ]Mr.  Carey  has  undoubtedly  so  far  suc- 
ceeded as  this.  He  has  certainly  completely 
overthvoAvn  the  basis  of  Ricardo’s  Iheory  ot 
Rent,  which  depends  on  the  uniA'ersality  of  men 
occupying  the  best  laud  first.  It  is  iiidnbit.ibl^ 
true  that”  in  a great  many  cases  men  do  begin 
Avith  the  light  niidilling  soils  first.  And  this  is 
all  that  is  required  by  the  laws  of  Inductive 
Science  to  overthroAV  the  generality  of  Ricardo’s 
Theory.  Rut  to  assert  as  a necessary,  invariable, 
and  universal  law,  that  men  do  and  must  in  all 
cases  begin  by  cultivating  the  inferior  soils  is 
preposterous.  In  multitudes  of  cases  men  did 
begin  cultivation  on  the  best  soils.  It  has  often 
been  renvarked  Avhat  a keen  eye  for  good  laud 
the  monks  had.  In  multitudes  of  cases  the 
monasteries  Avill  be  fouml  placed  in  the  centre 
of  the  richest  and  best  lauds. 

Noav  if  there  are  abundance  of  cases,  as 
there  undoubtedly  are,  in  Avhich  men  began  by 
ciiltiA'aling  tlie  best  lauds,  that  is  fatal  to  the 
geiieralitv  of  JMr.  Cany’s  theory,  just  as  the  iu- 
stances  aa  IucIi  he  has  adduced  of  men  beginuiug 
on  the  light  middling  lands  are  fatal  to  Ricardo’s 
theory.  ”Each  of  them  has  perilled  his  theory  on 
the  universality  of  u particular  course  of  pro- 
ceeding. 


From  every  general  theory  all  accidental  and 
particular  circumstances  must  be  eliminated.  The 
particular  state  of  the  case  as  asserted  by  Ricardo 
is  sometimes  true,  ami  the  ]>articular  state  ol  the 
ca.se  as  asserted  by  Mr.  (.'arey  is  also  sometimes 
true;  and  therefore  it  is  clear  that  neither  is  true 
as  a gtmeral  thetwy.  A true  general  tlieory  must 
incliuie  them  both. 

AVe  have  endeaA'onred  to  exhibit  a true  general 
theory  of  Rent  (Rent)  Avhich  is  quite  indepen- 
dent'of  the  jiarticnlar  assumptions  either  of 
Ricardo  or  Mr.  Carey. 

The  next  point  of  noA'elty  which  Mr.  Carey 
claims  to  haA*e  brouglit  tor\A'ard  is,  that  it  is  not 
cost  of  production  Avhich  regulates  A'aluo,  but  the 
cost  of  reproduction.  The  first  capital  he  say.s 
is  produced  at  a great  cost  of  labor.  Rut  that 
capital  facilitates  the  ]iroduction  ot  fresh  capital, 
and  the  value  of  the  first  Avill  immediately  fall  to 
the  cost  at  Avhich  it  can  be  reproduced.  ^ There  is 
much  plausibility  in  this  vieAV,  but  it  is  ea.sy  to 
shcAr  that  like  the  Iuav  that  Cost  of  Production 
regulates  A^ilue,  it  is  only  a modification  of  the 
laAv  of  supply  and  demand  in  particular  cases. 

On  the  subject  of  Banking,  Mr.  Carey  sheAA's 
that  he  understands  its  mechanism,  and  that 
Deposits  are  the  credits,  or  the  debts,  created  hi 
the  bank’s  books,  and  that  they  are  created  by 
the  discount  of  bills. 

He  justly  includes  Bank  Credits,  or  Deposits, 
as  Avell  as  Rank  Notes,  as  Currency.  He  cxcludrs 
Rills  and  Notes  payable  after  date  from  the 
Currency  ; because,  says  he,  these  are  contracts 
to  pay  money,  and  therefore  a contract  to  jiay 
money  cannot  be  the  same  thing  as  money  itselt. 

Rut  ho  seems  to  Inn'e  forgotten  that  Rank 
Notes  aud  Rank  Credits  are  contracts  to  pay 
money,  aud  yet  ho  admits  them  to  be  currency  ! 

:\Ioreover,  Rills  ami  Notes  payable  in  future 
are  jiavable  on  deiuaiul,  like  Rank  Notes  and 
Cheque's,  on  the  day  they  mature,  cousequeiilly 
thcA’  aiisAver  the  definition  of  Currency  on  the 
day  then’  mature.  Hoav  can  a thing  Avhich  is  not 
currency  one  day  become  currency  the  next  t 
This  is  manifestly  a violation  of  the  Iuav  of  Cou- 
! tinuity.  (Coxtinvity,  Laav  of). 

In  his  earlier  Avorks  Mr.  Carey  Avas  an  ardent 
advocate  for  Free  Trade.  In  his  later  ones,  a 
complete  change  has  come  OA’er  him.  He  draAVS 
some  e.xtraordinary  distinction  between  Trade  and 
Commerce,  Avhich  to  ns  is  Avhoily  nniiiteUigible. 

Rut  perliaps  the  most  astounding  paradox 
AA’hich  Air.  Carey  has  produced  is  his  ucav  theory 
of  money,  propounded  in  his  last  Avork.  {Princi- 
ples of  Sociid  Science.  A ol.  II.,  p.  3*27.)  Lcoiio- 
mists  have  hitherto  considered  tliat  an  excessive 
quantity  of  gold  aaouKI  diminish  its  A’alue,  and 
make  things  dearer.  It  has  also  been  univers:dly 
held  that  money  Avill  naturally  go  to  Avliere  it  is 
1 most  valuable,  "i.e.,  to  Avlure,  cwteris  paribus,  tlie 
rate  of  interest  is  higliot.  If  there  is  one  law 
i more  than  another  Avhich  Economists  consider  to 
1 be  proved  by  reason  ami  universal  experience,  it 
, is  that  Rank  Notes  drive  out  coin  of  the  same 
I deiiominutioii.  Air.  Carey  maintains  the  exact 
' rcA'orse  of  all  these  propositions  ; he  says  that  the 
increase  in  the  supply  and  clreiilatiini  of  money, 
so  far  from  having  the  effect  of  causing  men  to 
gi\'C  tAvo  pieces  ot  money  tor  an  article  that 
could  before  have  been  had  for  one,  has,  on  tin* 
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<^ntrary,  th«t  of  enabling  tliom  to  obtain  for  ono 
•iece  the  coiuinoJity  tliat  before  liad  cost  them 
1 wo  I 

If  tins  be  so,  what  remarkably  cheap  places 
- uistralia  and  California  should  be!  How  wonder- 
ally  the  prices  of  all  commoilities  must  have 
illen  since  the  gold  discoveries  of  the  ItJth 
1 eiitury ! 

If  money  naturally  flows  to  where  the  rate  of 
i iterest  is  lowest,  why  does  not  every  commodity 
] atiirally  go  to  where  it  is  cheapest  ? 

If  Hank  X(»tes  have  the  effect  of  attracting  in- 
i tead  of  repelling  coin,  what  floods  of  gold  must 
( ehige  the  ^Vestern  States  of  America!  Scot- 
1 liid  shotdd  be  at  this  moment  labouring  under  a 
] letliora  of  gold ! 

I\'iiat  can  we  say  to  such  paradoxes  as  these  ? 
' 'hey  arc  simply  rolitical  Economy  turned  up- 
£ lie  down. 

UiKm  the  whole  then,  although  Mr.  Carey’s 
■\  orks  contain  many  important  observations,  and 
I inch  valuable  iiifonnatiou,  we  regret  that  wo  can 
I V no  means  assign  such  a Iiigh  place  to  him  as  a 
s dentitie  Avriter,  as  his  admirers  claim  for  him. 
I [any  of  his  observations,  no  doubt,  exj>ose  the 
e rmieoiisness  of  what  \A'as  too  readily  believed, 
I It  the  facts  accumuhUed  are  lieaped  together  in 
t-  o crude  and  indigested  a form  to  be  of  much 
s ientitic  value.  The  basis  on  Avhich  his  whole 
s stem  rests — that  labor  is  the  sole  cause  o f Value^ 
h most  inanifestly  erronetms  (Labor;  Valok.) 

I is  doctrines  of  Kent  and  Currency  are  examined 

II  ider  those  articles. 

C^GILL,  WILLIAM. 

The  Currena/;  shetviitfr  howa  fjed  gold  standard 
p aces  England  in  permanent  dtsadeaniage  in 
r*  Hpect  to  other  countries^  and  produces  periodical 
d mestic  comndsions,  London,  1845. 

An  examination  of  the  origin^  progress,  and 
te  idencyof  the  commercial  and  political  confedera- 
ti  n against  England  and  France,  called  the 
I-'iissian  League.  XcAvcastle,  1«40, 

3ARITAT.  See  Condorcet. 


CAELEN,  NILS. 

Statistik  ofeer  Skarahorgsliin.  Mariestad,  1 853. 

CABLI,  GIAN  RINALDO,  Count,  one  of 
tl)  most  celebrated  Italian  authors,  Eciuioniisfs, 
ai  d administrators  of  tlie  1 8th  Cciiturv,  was  bora 
at  Capo  d’Jstriaon  the  11th  A]M‘il,^l7t>0.  His 
lil  n’ary  and  scientific  talents  displayed  them- 
se  ves  at  a very  early  age.  After  having  studied 
]d  ysics  at  Hambro,  in  Eriiili,  he  was  sent  to 
l*i  diia  to  learn  Greek,  Hebrew,  ami  Jiiris- 
pi  idence,  in  his  li>th  year,  Avhen  he  had  already 
at  aiiied  reputation  as  a Avriter,  ami  he  Avas  im- 
III  diately  admitted  into  tlie  Academy  of  the 
li  ovrati.  In  his  2 1st  year  he  had  already 
bc  run  to  write  on  the  subject  in  which  he  after 
w;  rds  itriiicijially  tlisfinguished  Iiimself, — money 
II  publishi'd  a pamphlet,  in  Avhich  lie  correctet 
so  lie  errors  into  which  ^luratori  had  fallen.  Ib 
be  towed  much  attention  on  tlie  ancient  dra- 
im  lists,  and  composetl  some  plays  himself. 

II  1744,  when  he  Avas  in  his  24th  year,  tin 
\ 1 uctiau  Senate  created  a chair  of  Astronomy 


and  Navigation  for  him  at  Padua,  and  gave  him 
the  superintendence  of  the  arsenal  and  navy  of 
Venice.  He  immediately  introduced  imi>roved 
models  of  sliip.s  of  war,  which  Avere  very  success- 
ful. 

Ills  fame  Avas  noA>'  so  great  that  he  was  elected 
President  of  the  Academy  of  the  Kicovrati.  In 
1747  he  jmblLshed  his  Dissertazione  snW  impiego 
del  danaro,  Avhich  laid  the  foundation  for  his 
subsequent  gre.it  Avork  on  the  Coinage. 

In  1751,  he  lost  his  wdfe,  which  preyed  so 
much  on  Ins  spirits  that  he  resigned  his  professor- 
ship, and  returned  to  I.stria  with  the  naturalist 
Vitaliano  Donati.  They  travelled  together  to 
the  ruius  of  Pola,  Avliich  he  afterwards  described 
in  his  Avurk  oil  the  antiquities  of  Italy.  Carli 
also  edited  his  friend  Donati’s  AVork  on  the 
Natural  History  of  the  Adriatic,  after  his  death. 

He  now  doAoted  his  entire  attention  to  his 
great  A\'ork  on  Coinage,  Avhich  occupied  him  nine 
years.  The  first  part  Avas  published  in  1754,  aud 
the  last  in  17G(». 

Jn  I7()5,  Kaiinitz  and  Firmian  inA'ited  him  to 
Vienna,  Avliere  lie  AA  as  ajqiointed  President  of  the 
Supreme  Council  of  Political  Ecmiomy.  Hut  as 
this  <lid  not  occupy  his  time,  he  Avas  made  Dean 
of  the  Tribunal  of  Studies  at  Milan,  Avliere  he 
went  to  reside. 

In  1771,  he  (‘dited  A'erri's  Aleditations  in  Po- 
litical Economy,  Avith  notes,  aud  Avas  appointed 
President  of  the  Hoy al  Ducal  MugistratoVamerale . 
This  board  con  listed  of  Hcccaria,  Frisi,  the  t>vo 
Verri,  besides  Iiimself,  and  it  introduced  iinmeusc 
reforms  into  the  administration  of  the  Milanese. 
At  Carli’s  suggestion  the  Inquisition,  Avhicli  liad 
existed  for  centuries  at  Milan,  Avas  abolished. 
T he  Council  ciFected  a complete  reformation  of 
the  coinage. 

In  1780,  he  was  struck  by  an  illness  AAiiich 
CA'Cntually  proved  fatal  to  him.  He  Avas  relieved 
froin  his  duties,  and  at  first  he  Avas  allowed  to 
retain  his  full  salary,  but  in  the  following  year, 
a general  laAv  of  the  I^inpire  reduced  it  to  two 
thirds,  Carli  does  not  seem  to  ha\’e  been  a good 
manager,  and  this  reduction  of  his  pension  left 
him  ill  great  distress.  He  then  produced  his 
Avork  on  Italian  antiquities.  Tn  1700,  his  friend, 
Leopold  of  Tuscany,  became  Emperor  and  restored 
his  pension.  He  died  on  the  22nd  of  Fobruarv', 
1705. 

Carli’s  works  Avero  published  in  a collected 
form  in  18  volumes  8vo,  Milan,  1784-94,  the  lirst 
eight  of  which  contain  his  Economical  Avritiugs. 

Vol.  I.  Parere  sulf  impiego  del  Danaro. 
Pagionamentu  sopra  i Bilanci  Economici. 
liiflessi  sal  liheto  commerdo  de'  grani. 

II  censimento  di  Milano* 

Saggio  politict'  ed  Economico  sopra  la  Toscam, 
fatto  ncir  anno  1757. 

Vol.  II.  Delle  monete,  e dell  instituzione  dalle 
zecche  d Italia  dell  antico,  e presente  sistema  di 
esse,  e del  loro  intrinseco  valore,  e rapporto  con  la 
presente  moncta.  Dalla  decadenza  delV  Imperio 
siuo  al  secolo  X 1 "II. 

Vol.  HI.  Ri<'erche  storiclie  intorno  ulV  insti- 
tuzioue  delle  zecche  d Italia  dalla  decadenza  deW 
Imperio  sino  al  secolo  XVII, 

Vols.  IV.  & V.  Delle  monete  coniate.  e poste  in 
nso  in  molte  zecche  d Italia,  fpiintovi  V intrinseco 
valore  di  cssc  sino  al  secolo  X VII, 
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Vol.  VI.  Delle  antiche  et  moderne  proporzwni  j < 
de'  rnetalli  monetati  particolarmente  in  Italia.  I ^ 

Vol.  VHI.  Del  valore  e della  proporzioni  dc 
rnetalli  monetati  con  i generi  in  Italia  prima  Ml^ 
scoperta  dell  Indie^  col  confronto  del  valore,  c della  < 
proporzione  de  tempi  nostri.  i 

Della  giusta  creduzione,  o ragguaglio  delle  an-  \ 
tiche  monete  sino  al  sectdo  A I //,  con  le  correnti 

nelle  principali  cittd  d Italia. 

Estratto  delle  osservazioni  sul  regolamento  delle 
monete  che  si  ritrovano  nel  lomo  III  deW  opeie 
intitolati,  De  radmiuistration  dcs  Finances  de  la  ‘ 
France,  parM.  Necker,  con  le  annotazioni. 

Vol.  VIII.  Ossermzione  preventive  al  piano 
intomo  alle  monete  di  Milano, 

CARLIER,  CHARLES.  L’Abb6;  born  at 

Verberiein  1735,  died  Prior  of  Andresi,  23rd  April,  | 
1785.  A prolitic  Avriter  on  natural  history,  es- 
pecially in  connection  with  jural  economy. 

Memoire  sur  les  laines,  1755. 

2'raite  sur  les  manufactures  des  laineries. 
Dissertation  sur  VHat  dii  commerce  en  France 
sous  les  rois  de  la  premiere  et  de  la  secoude  race. 
Amiens,  1753, 

CARPI,  LEONE. 

Alcune  coiisidcrazioni  economiche  sidle  imposte, 
sul  dehhito  publico,  sulla  tassa  delle  rendite.  1 oriuo, 
1850. 

Delcredito,  delle  hanche  e delle  cassedi  rispantiio 
ne’  loro  rapporti  colV  agrkollura*  Torino,  1857. 

CARREL,  ARMAND,  A celebrated  leader  of 
the  Republican  party  in  France,  Avas  born  at 
Rouen,  8th  August,  1800.  He  entered  a cavalry 
regiment  at  17,  and  tAvo  years  afterwards  changed 
into  the  29th  regiment  of  infantry.  When  the 
French  invaded  Spain  in  1823,  Carrel  joined  the 
constitutional  party  and  fought  against  Ins  country- 
meu.  He  Avas  captured  and  tried  tAvice  by  court 
martial  and  sentenced  to  death  ; the  sentence  in 
each  case  Avas  (ptashed  for  informality.  He  Avas 
tried  a third  time  and  acquitted.  He  then  be- 
came secretary  to  Augustin  Tliierry  ; but  he  soon 
left  him  and  commeneed  Avriting  indepciideutly. 
In  1830  the  National  Started,  Avith  Thiers, 
Mignet,  and  Carrel  as  editors.  This  paper  con- 
tributed greatly  to  bring  about  the  revolution  of 
July,  1830.  Carrel's  colleagues  formed  part  ot 
the  ueAv  government,  and  he  then  conducted  the 
paper  alone,  and  raised  it  and  himself  to  an  ex- 
traordinary height  of  power.  In  1836  he  was  led 
into  a quarrel  Avith  Emile  de  Girardin,  the  editor 
of  the  iVcssc.  A duel  AA  as  the  result,  in  aaIucIi 
Carrel  Avas  mortally  Avounded,  aud  he  died  on  the 
24th  July,  1836.  His  funeral  Avas  attended  by  a 
croAvd  of  the  most  distinguished  deimties  and  men 
of  science.  For  an  appreciation  of  this  remark- 
able man  see  Mr.  Mill’s  Dissertations  and  Dis- 
cussions. 

(Eavres  litteraires  et  eennomiques  recueilUs  et 
annotcs,par  J/.  Charles  Romey.  Paris,  1853. 

CARRAZA,  ALPHONSE,  A Spanish  advo- 
cate, Avho  lived  at  Seville  aud  Madrid,  at  the  cud 
of  the  16th  century. 

El  ajustamiento  y proporcion  dc  las  inonedas  dc 
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oro,  plata  y copre,  y la  reduccion  des  cstas  metales 
a su  dehida  estimacion  son  la  regalia  singular  de 

Espana.  IMadrid,  1628. 

Rogacion  al  rey  D.  Felipe  IV.  y a sus  supremos 
couccjos  de  justicia  y cstado  en  detestacion  de  los 
grandes  abusos  en  los  trajes  y adornos  nuecaniente 
introducidos  en  Espagna.  Madrid,  1836. 

CARRIERS,  M. 

Beleiichtung  dcr  stntistischen  details  ither  Oes- 
terreichs  Militair  Mcicht,  Leipsig,  1856. 

CARRION  NISAS  M.  H.  F.  ELIS,  Mar- 

: Quis,  boni  at  Montpellier  Dth  March, 
died  there  in  1841. 

De  r organisation  de  la  force  arrnec  en  France, 
consideree  particulierement  dans  ses  rapports  avec 
' les  autres  institutions  sodales.  Us  finances  de  ictat, 
le  credit  public.  Paris,  1817. 

CAREION  NISAS,  A.  H.  F.  V.  Son  of  the 

precedinnr,  born  in  1794,  returned  to  the  consti- 
tuent assembly  in  1848,  by  the  department  ot  the 
Herault.  t>  iaoa 

Principes  dcconomie  politKjue.  Ians,  18-**. 

CARTER,  RICHARD. 

A proposal  for  setting  a P<-rpots‘al  assurance  on 
lives,  and  for  adcanctftg  the  credit  of  lottery 

tickets.  Loudon,  1712. 

Reasons  for  raising  the  £1,400,000  by  n lottery 
of  40s.  a ticket,  and  not  by  a £10  lottery.  Loudon, 

^^^A  scheme,  for  raising  three  millions  for  the 
service  of  the  year  1712.  London,  1711. 

Several  proposals  to  raise  money  by  sundry  and 
different  methods*  Loudon,  1711- 

CARTIER,  ETIENNE. 

Revue  de  la  numismatique  Franqaise.  Hlois, 

1836.  , . ■ 

Recherches  sur  les  mommies  au  type  Lfuatrain 

Paris,  1846.  • * 

Dernieres  observations  sur  les  monnaies  au  type 

Chartraiu.  Hloi:^,  1849. 

PART  JOHN.  Merchant  of  Bristol.  ^Ir. 

‘ Carv  Avas’  evidently  a person  of  some  mark  in  his 
OAVii  dav,  as  avc  have  met  with 
times  in  the  literature  of  the  end  of 
centurv.  Some  of  his  Avorks  Avere  published  by 
' the  request  of  iiitiuential  parties.  Hut  we  regi;et 
I > that  they  are  full  of  the  exploded  commercial 

i ' fallacies  of  that  day.  There  is  one  which  contains 

L ’ passages  of  gi’cat  importance  in  tlie  theory  ot  the 
I ' Curre'ucv,  from  Avhicli  aa'C  have  made  <iuotatious 
• ' beloAV.  ‘We  have  not  been  able  to  discover  any 

■ details  of  his  life. 

An  account  of  the  proceedings  of  the  Corpora- 
t iion  of  Bristol,  in  execution  oj  the  Act  ^ 

ment  for  the  better  employing  the  poor  of  that  Lity. 
Loudon,  1700, 

A discourse  concerning  the  East  India  trade, 

I sheicing  it  to  be  unprofitable  to  the  kingdom  of 
England.  L».»iHh>n,  1696. 

r.  A discourse  concerning  the  trade  of  Ireland  and 
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Si  ntlnnd^  as  they  stand  in  emnpetition  with  the  trade 
oj  Enirhntd.  Lomlun,  HJiJG. 

A discourse  on  the  adrantage  of  the  African 
tr  de.  Lomloii,  1710. 

.4  disamrsc  of  trade  and  other  matters  relative 
toil.  Lomkm,  *1745. 

This  woj’k  was  translated  into  Italian  by  P. 
G *novcsi  in  1704,  and  into  French,  by  Biittd- 
D imont  in  1755. 

*4rt  essay  on  the  coin  and  credit  of  F4tiglnn(l  as 
th  y stand  with  respect  to  its  trade.  Bristol,  22nd 
O tober,  1690. 

At  tlie  be^^inninfc  of  AVilliam  IIT.’s  reign  tlie 
si  ver  coinage,  wliieli  was  then  the  sole  legal 
te  ider,  and  in  reference  to  which  the  course  of 
e:  change  was  coininited,  had  fallen  into  a very 
di  ^graceful  state.  It  continued  to  get  worse,  till, 
in  the  beginning  of  1695,  guineas  liad  risen  to 
;U  s.,  the  exchange  with  Holland  had  fallen  25  per 
c(  it.,  and  the  Irish  exciiange  in  a similar  propor- 
ti>  n.  ^ After  many  inelFectiial  attempts  at  re- 
in ‘dying  this  by  legislation,  a general  recoiiiage  of 
til silver  money  was  ejected  ^Coinage),  which 
rt  ‘tided  the  exchanges,  and  reduced  the  price  of 
gi  incas.  In  ^lay,  ItJOG,  the  Bank  of  England 
St  iiped  payment,  which  soon  sent  its  not(‘S  to  a 
lu  ivv  discount.  This  crisis  is  of  a very  con- 
sit  erable  importance,  a.s  it  is  alluded  to  "in  the 
Bi  ilion  Report.  (Bi  llion  Report  § 49),  but  un- 
fo  tumitdy  that  jaissage  i.s  full  of  themo.st  serious 
ell  ’oiiological  errors,  which  render  its  argu- 
111  nts  invalid.  Tiie  first  thing  to  be  done  is  to 
as  ertain  at  what  time  guineas  rose  and  tlie  ex- 
cl  inge  fell,  at  what  time  gninea-sand  the  exchange 
w re  restored  to  par,  and  when  liunk  Notes  were 
re  tored  to  par.  After  some  remarks  shewing 
til  it  the  value  of  the  silver  coins  deiieiuled  solely 
on  their  weight  and  fineness,  and  not  ujion  their 
iia  lie,  as  so  many  jicisons  have  imagined,  and 
th  t an  ounce  of  silver  in  bullion  must  always  be 
t'(i  lal  in  value  to  an  ounce  of  silver  in  coin,  "there 
be  ng  no  cliargc  for  coinage,  he  says,  ji.  12 — 

‘ But  all  this  is  a jest,  for  no  nation  esteems 
si!  *er  but  for  its  weight  and  fineness  ; and  though 
till  money  of  some  countries  may  not  agree  with 
oil  s of  the  same  (lenouiination  in  either,  yet  the 
ex  hange  sets  that  right.  Tims  the  French  crown 
(c:  lied  here  six  shillings,  or  tliree  livres)  hath 
no  usually  been  worth  in  exchange  above  56  of 
on  pence  ; now  should  any  man  be  so  imjinident 
to  bring  it  Ihcnce.  and  exju'ct  to  pass  it  here  for 
si>  sliillingN,  because 'ti.s  called  so  there,  he  woiiltl 
so(  n see  that  neither  our  goldsmiths  nor  traders 
wc  lid  take  notice  of  tiie  denomination;  on  the 
ml  *r  side,  should  any  one  carry  the  Ji^nglish 
ert  vn  to  France,  because  'tis  there  Avorth  above 
till  a*  of  their  livres,  vulgarly  six  shillings,  he 
wo  iJd  find  no  more  advantage,  either  in  buying  of 
got  Ls,  or  remitting  it  home  again,  than  he  niig'ht 
ha*  c made  by  exchange.  When  our  coin  was  j 
cor  iipt  and  base,  all  exchange  rose  upon  ns,  hut 
mn  (oe,  22iid  Octobei*,  1696)  it  is  returned  to  its 
am  ent  standard^  exchange  returns  to  ifs<dd  course;  , 
not  that  the  standard  of  our  money  is  always  the 
eXi  ct  rule  of  our  exchange,  the  balance  of  onr 
tra'  e often  causes  it  to  alter,  either  to  an  advan-  f 
tag  , or  to  our  loss,  besides  tlie  charge  of  manage-  i 
me  t.  But  this  is  little  in  comjiarisou  with  the 
oth  r;  a familiar  iii-stauce  we  have  in  the  case  of 
Ire  iml,  where,  w liilst  our  coin  was  base,  seventy 
poll  ids  was  Wurth  one  luuidrcd  pounds  here,  Avhicli 
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Avas  in  some  iriea.snrc  proportionable  Avith  the 
Amine  of  pieces-of-ciglit  (>vhich  they  took  in  L*c- 
laml)  by  Aveight  to  our  clipt  money,  and  also  to 
our  gninciis  at  60s.  per  jiiece,  and  liow  far  this 
carried  the  trade  of  England  into  that  kingdom, 
the  traders  to  the  West  Indies  have  been  too 
sensible.  But  since  the  error  of  our  coin  hath 
been  corrected^  that  very  exchange  is  so  much 
varied^  that  one.  hundred  pounds  here  is  worth  one 
hundred  and  ffteen  pounds  there. 

“Ami  since  1 liave  mentioned  guineas,  I cannot 
let  them  pass  Avitliont  some  observations ; how 
eager  Avas  the  contest  for  keeping  them  up  to  liiat 
exorbitant  value  ? Whereas  it  AAms  Avell  known 
that  the  reason  Avhy  guineas  Avere  so  high  Avas  the 
badness  of  our  coin.  Gold  doth  not  receive  a 
value  from  the  stamp,  but  Avliether  in  the  mass, 
or  in  the  coin,  its  Aveight  and  fineness  are  to  be 
regarded;  the  standard  of  both  in  England  is 
the  same,  being  tAveiity-tAVO  carats  of  finest 
gohl,  one  carat  of  finest  silver,  and  one  carat 
finest  copper.  The  guinea  is  fiA-e  dwt.  eight  grns. 
Avhieh  at  the  price  of  four  pounds  per  ounce 
(when  money  Avas  at  its  full  standard  and  Aveight) 
came  to  21  shillings  and  4 jicnce,  but  when  uiir 
tM>in  Avas  so  corruiited,  tiiat  30s.  contained  no  mure 
sih’er  than  21s.  4d.  formerly  did,  ’twas  necessary 
guinea.s  should  rise,  to  put  them  on  an  equal  basis 
Avitli  silver.  On  tiie  otlicr  side,  Avlien  the  cuiTent 
coin  of  the  kingdom  came  to  be  rectitied,  and 
2s.  4d.  contained  the  same  quantity  it  formerly 
did,  guineas  must  a.s  necessarily  fall,  because 
their  value  did  not  arise  from  their  denomi- 
nation, but  from  a inoportioiiable  standing  of 
their  Aveight  in  competition  Avith  the  Aveight 
of  sih’er.  And,  by  the  AA'ay,  it  is  to  be  ob- 
served that  guineas  at  22s.  (as  uoav  alloAved 
to  pass  by  Act  of  Parliament)  are  Avorth  eight 
l>ence  per  [ilece,  or  3 per  cent,  mure  than  standard 
gold  in  the  mass  avUI  yield  at  four  pounds  ]ier 
ounce.’* 

Tims  Ave  find  it  is  established  as  a chronological 
fact,  that  the  exclianges  Avere  rectified  at  latest  by 
the  22nd  October,  1696,  as  that  is  the  date  of  the 
luiblication  of  tlii*  luimphlet,  jirobably  some  time 
before.  The  last  paragraph  Ave  have  qii(.»ted 
seems  perhaps  of  little  importance  yet  it  Avas  the 
cause  of  the  snbstitntion  of  gold  instead  of  silver 
as  the  legal  standard  in  England. 

^Ir.  Gary  also  says  p.  17,  “One  thing  more 
I Avould  ob>ervc  to  these  Gentlemen  in  their  own 
dialect,  that  as  onr  coin  gi*cAv  bad,  so  standard 
silver  rose  in  its  price,  those  avIio  had  it  demand- 
ing 6s.  6d.  to  7s.  per  ounce  of  the  tlieii  cuiTent 
coin  of  the  Kingdom,  the  reason  of  Avliich  is  plain 
from  Avhat  hath  l>eeu  said  before.” 

Mr,  Cary  alstt  sIicavs  that  he  kiiCAv  a fact 
AAiiich  is  of  great  importance  in  the  theory  of  tlie 
Cumnicy  aud  Exciiange,  and  Avhich  Avas  fatal  to 
tlie  mercantile  theory  of  his  day.  That  theory 
supposed  that  money  Avas  the  only  Avealth,  and 
that  the  great  object  of  legislation  might  to  be  to 
encourage  the  import  of  money  by  every  possible 
niraus.  Noav  it  is  Avell  knoAvn  that  money  and 
bullion  is  the  least  profitable  of  any  merchandize, 
and  mercliants  never  resort  to  it  Avlieii  they  can 
hcl[i  it.  He  says  p.  19,  “before  a due  consider- 
ation AA'e  find  that  as  nothing  but  the  balance  of 
our  trade  brings  it  in,  so  nothing  but  the  balance 
of  our  trade  Avith  particular  places  curries  it  out, 
ucitiier  of  them  proceeding  from  the  choice  of  the 
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merchant,  Av'ho  desires  rather  to  trade  in  any  | 
other  merchandize,  .silvi-r  neither  ansAvering 
freights  or  insurances,  and  therefore  it  is  that  our  ' 
inerchants  bring  home  from  Si>ain,  all  the  Avines, 
fruit,  Avoul,  iron,  cochineal,  they  can  get,  and 
AA'hatever  else  is  ht  to  load  their  ships,  before  they 
meddle  Avith  money,  but  the  balance  of  onr  trade 
Avitli  Spain  being  so  much  in  our  favor,  that  all 
tlie  jiroduct  thereof  cannot  make  it  good,  Ave  arc  , 
obliged  to  bring  home  the  rest  in  bullion.”  j 

An  essay  on  the  state  of  England  in  relation  to 
its  trade^  its  poor,  and  its  taxes  for  carrying  on  the 
present  war  against  France.  Bristol,  1695. 

An  essay  inwards  regulating  the  trade,  and  em- 
ploying  the  poor  of  the  Kingdom.  London,  1717. 

An  e.ssay  Unrards  the  .settlement  of  a notional 
credit  in  the  Kingdom  of  England,  London,  1696. 

A proposal  for  paying  ojf  the  prddic  Debts  by 
erecting  a national  credit.  London,  1719. 

A proposal  offered  to  the  Committee  of  the 
House  of  Commons  appointed  to  consider  of  ways 
for  the  better  providing  of  the  poor.  London, 
1700. 

A proposal  to  I'aisc  £150,000  per  annum,  and 
to  give  employment  in  the  poor.  London,  1701. 

Some  considerations  rebding  to  the  carrying  on 
the  Linen  Manufacture  in  (he  Kingdom  of  Ire^ 
land  by  a Joint  stock.  Loneloii,  1704. 

CARY,  THOMAS  GREAVES. 

The.  dependence  of  the  fine  arts  for  encourage^ 
ment  in  a republic  on  the  security  of  prop**rty.  with 
an  intpiiry  into  the  cau.ses  of  frequent  failure 
among  men  of  business.  Boston,  U.  S.,  1845. 

Letter  to  a Lady  in  France  on  the  supposed 
failure,  of  a natiimal  hank,  the  supposed  delinquency 
of  the  national  government,  the  debts  of  the  several 
states  and  repudiation.  Boston,  1844. 

A practical  view  of  (he  business  of  banking. 
Boston,  1845. 

Profits  of  manufactu.res  at  Lowell.  Boston, 
1845. 

CARY,  WALTER. 

The  present  .state  of  P^ngland  expressed  in  this 
paradox — Oar  Fathers  were  very  rich  with  little, 
and  wc  poor  with  much.  Loudon,  1626. 

CASALIS,  GOFFREDO. 

Dizionario  gcograficn,  siatistico,  commcrciale ; 
degli  stati  di  S.M.  il  lie  di  Sardegna.  Torino, 
1833. 

CASAVIANE,  SIMON  LEON. 

Contrat  de  la  Uanque  generule  de  bien  faisance 
el  de  circulation  cvmmerciale.  P;u*is,  1800. 

CASAUX,  CHARLES  DE,  iAiARoiis. 

ConsuU rations  snr  quvlques  parties  da  meca^ 
nisme  des  socictes.  Loiulres,  1785 — 88 

Disconrs  sur  T abolition  da  droit  paternel  de 
tester  vii'emcnt  recommandee  par  les  economistes. 
Paris,  1789. 

Ab.surdite  de  Vimpot  territorial,  et  de  plnsieurs 
unlres  impbis,  demontree  par  [exposition  dcs  efiets 
ou  reaction  dcs  differenics  cspcces  de  taxes  sur 


tons  les  prix,  iant  dn  travail,  qne  de  ses  prodnit.^f, 
soil  dans  [agriculture^  soil  dans  [ indusirie.  1790. 

Considerations  sur  [ efi'et  de  [ impbt  dans  les 
diffi rents  modes  de  taxation.  Loudres,  1794. 

CASH  CREDIT.  A Ca.sh  Creditor  Cash  Ac- 
count is  a permission  granted  by  a Bank  to  a Cus- 
tomer hi  draw  uijou  it  to  a certain  limited  amount, 
at  such  times,  and  in  such  sums  as  may  suit  his 
convenience.  He  may  pay  in  day  by  day  such 
sums  as  he  pleases,  aud  interest  is  charged  only 
ou  the  daily  balance  of  the  account. 

A Cash  Credit  is,  therefore,  sinqily  a drawing 
account,  created  in  fa\or  of  a customer,  upon 
Avhich  he  may  operate  in  precisely  thesaine  man- 
ner as  a common  drawing  account,  1 he  only 
difference  being  that  instead  of  receiving  interest 
iqton  the  daily  balance  at  Iiis  credit,  he  pays  in- 
terest upon  the  daily  balance  at  his  debit.  It  is 
thus  an  inverse  draAving  account. 

The  system  of  Cash  Credits  is  one  of  the  dis- 
tinguishing features  of  Scottish  Banking,  and  Avill 
deserve  our  closest  attention,  as  it  Avill  shew  the 
immense  advantages  of  a judicious  and  avoU 
managed  system  of  credit  to  a country.  It  is, 
moreover,  entirely  of  tlie  nature  of  accommodation 
paper,  Avliich  has  acquired  sucii  a disreputable 
notoriety  in  commerce.  It  Avill  also  serve  to  bring 
out  and  test  the  loose  and  vague  and  contradic- 
tory notions  on  Credit  Avhich  ai'O  current  in  Avorks 
on  Political  Economy, 

The  system  of  Cash  Credits  sprung  from  the 
peculiar  constitution  of  the  Scotch  Banks.  Most 
of  the  great  foreign  Banks  were  mere  Banks  of 
i Deposit,  and  did  nothing  but  create  credit  in  ex- 
I change  for  bullion  deposited  Avith  them,  avIucIi 
! they  professed  to  keep  locked  up  in  their  vaults. 
The  Bank  of  England  itself  aaos  at  first  limited 
in  the  amount  of  its  issues  to  the  sum  it  had  ad- 
vanced to  governmeut,  aud  issued  no  notes  under 
£20. 

But  the  Bank  of  Scotland  had  unlimited  pOAvers 
of  issue  both  in  amount  and  denomination ; it  re- 
ceived no  deposits  at  first  from  the  public,  but  ou 
the  security  of  money  paid  in  by  its  Shareholders 
it  issued  as  many  notes  as  it  could  in  the  discount 
of  Bills  of  Exchange.  These  notes  Avere  at  first 
for  £100,  £50,  £10,  and  £5.  For  some  time  it 
issued  no  notes  below  £5,  although  il  had  many 
proposals  to  do  so.  John  LaAv  tells  us  that  its 
notes  in  circulation  very  soon  amounted  to  five 
times  the  amount  of  the  cash  in  the  Bank,  Avhich 
, he  A ery  justly  says  Avas  equh'alcnl  to  the  creation 
' of  so  much  additional  money.  At  length,  how- 
ever, either  in  1699  or  1704,  for  the  accounts  differ, 
and  it  is  not  easy  to  decide  between  them,  they 
commenced  the  issue  of  £1  notes. 

Now  the  issue  of  £1  notes  has  a A'cry  much 
! more  powerful  effect  in  commerce,  than  the  issue 
of  higher  denominations  of  notes. 

Il  has  been  supposed  sometimes  that  notes  of 
a large  amount  do  not  drive  coin  out  of  circulation. 

I But  this  is  an  error.  It  is  perfectly  clear  that  the 
I use  of  any  instrument  of  credit,  Avhate\'er  its 
nature  or  amount  may  be,  supersedes  the  use  of 
coin  to  that  extent,  in  that  transaction,  and  re- 
leases it  aud  renders  it  apiilicable  to  other  pur- 
poses cither  of  internal  or  external  use.  It  is, 

I therefore,  a bond  fide  augmentation  of  capital, 
j Tliongh,  of  course,  the  iiistruiueut  of  credit  may 
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be  ) ubsoquetitly  unpaid,  and,  therefore,  it  is  pre- 
car mtSy  and  the  other  is  not. 

1 lit  after  all,  the  transactions  in  which  larjre 
insi  'umeiits  of  credit  are  used,  are  coin]>ara- 
tivi  ly  few  compared  to  tlie  enormous  multitude 
of  ho.se  in  whicli  coin  is  u.sed.  Consequently 
if  1 11  instrument  of  credit  like  a Bank  Note  of 
the  .same  denominalhin  as  the  coin,  is  put  into 
cin  ilatiun  to  an  unlimited  exteut,  it  entirely 
sup  Tsedes  and  displaces  coin.  The  metallic  cur- 
ren  y is  exported,  because  the  notes, — a cheap 
insi  rument — are  equally  eflicacioiis  at  home,  and 
the  money,  being  an  article  of  merchandize  of 
gen  ;ral  value,  is  sent  abroad  to  purchase  foreign 
con  modities. 

'J  he  effect,  therefore,  of  issuing  notes  of  the 
den  iinination  of  the  coin  is  much  more  powerful 
tha  i tliat  of  auy  other  form  of  credit,  and  as  it 
is  n ore  powerful,  it  is  more  liable  to  danger  and 
abii  fc. 

'J  he  effects  of  the  issue  of  £1  notes  by  the 
Bai  k of  Scotland  were  very  soon  seen.  Specie 
(lisj  ppeared  from  the  country,  and  some  contem- 
por  .ry  writers  say  that  the  suspension  of  cash 
pav  iient.s  in  1704  was  due  to  this  cause. 

J i 17:27,  the  Royal  Bank  was  founded,  ami  the 
sys  em  of  cash  credits  is  said  by  some  authorities 
to  1 ave  been  invented  by  it,  and  by  others  by  tlie 
Bai  k of  Scotland. 

1 iiese  companies  being  in  the  warmest  rivalry, 
rac  ed  their  invention  to  devise  some  new 
mot  lods  of  putting  their  notes  into  circulation. 
Tin  lield  of  commerce  in  Scotland  was  at  that 
tim  i extremely  limited,  and  consequently  the 
mil  iber  of  Bills  of  Exchange  to  discount  wa.s 
con  paratively  small.  The  banks  therefore  found 
the:  isclves  with  a superflnity  of  credit,  as  we 
imr  say,  on  hand,  and  tried  to  devise  some  means 
to  it  it  into  circulation. 

C ish  credits  arc  applicable  to  a totally  different 
claj  i of  transactions  from  those  which  give  rise 
to  ] lills  of  Exchange,  and  we  may  now  explain 
thei  • nature  rather  more  fully. 

I Very  man  in  business,  how'ever  humble,  or 
hov  ever  extensive,  must  necessarily  keep  a cer- 
taii:  i>ortiou  of  ready  money  by  him  to  answer 
imr  ediate  demands  for  small  daily  expenses, 
yvA{  es,  and  other  things.  This  could  of  course  be 
nun  h more  profitably  employed  in  his  business, 
win  re  it  might  produce  a profit  of  15  to  *20  per 
cen  instead  of  lying  idle.  But  unless  the 
trai  er  knew  that  he  could  command  it  at  a mo- 
mei  t’s  notice,  he  would  always  be  obliged  to  keep 
a c rtain  portion  of  capital  unemployed.  The 
true  er  must  always  keep  a certain  portion  of 
rea*  y money  in  his  own  till,  or  he  must  be  able 
to  c >mmaud"  tlie  use  of  somebody  else's  till.  Now 
one  object  of  a cash  credit  is  to  supply  this  con- 
ven  dice  to  the  trader,  to  enable  him  to  invest 
the  whole  of  his  capital  in  business,  aud  upon 
pro  icr  security  being  given,  to  furnish  him  with 
the  iccommodation  of  a till  where  he  may  obtain 
rea*  y money,  at  a moment’s  notice,  in  such  small 
6un  s as  lie  may  require,  on  his  paying  a moderate 
inU  *est  for  the  accommodation. 

S ) also  they  are  frequently  gi’anted  to  lawyers, 
or  vriters  to  the  signet,  commencing  business, 
win  have  occasion  for  ready  money  from  day  to 
day  to  make  many  small  payments.  Now,  if  it 
wat  not  for  the  facility  thus  created  by  the  bank,  a 
you  ig  man  commencing  business  as  a writer  to  the 
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signet,  or  solicitor,  would  require  to  be  furnished 
with  actual  money,  either  of  his  o^vn,  or  supplied 
by  his  friends,  ami  it  is  a greater  advantage  to 
them  to  have  it  supplied  merely  by  a guarantee, 
a mere  contingency  which  they  never  Avould 
give  if  they  thought  there  was  any  danger  of  its 
being  enforced. 

But  the  national  advantages  of  the  cash  credit 
system  have  been,  if  possible,  still  more  strikingly 
displayed  in  the  prodigious  stimulus  it  gave  to 
the  agriculture  of  Scotland  during  the  last  cen- 
tury. They  have,  indeed,  been  oue  of  the  main 
causes  of  making  it  what  it  is.  In  the  Scottish 
system  of  farming,  leases  almost  universally  pre- 
vail, and  a farm  is  not  entrusted  to  the  hands  of  a 
man  who  is  not  educated  to  his  business.  He 
usually  enjoys  nin«‘teen  years  security  of  tenure;  or 
whore  leases  are  gi  anted  for  the  puiqiose  of  reclaim- 
ing land,  they  are  frequently  longer  than  that. 
Now  supposing  a farmer  who  is  known  to  be 
active,  skilful,  ami  industrious,  obtains  a farm  on 
lease,  he  may  go  to  the  bank,  and  upon  the  security 
of  his  lease  and  si»nie  friends  who  become  bound 
for  Iiim,  the  bank  grants  him  a cash  credit.  He  is 
able  to  invest  the  wliole  of  his  own  capital  iii 
improving  the  laud,  and  obtains  any  temporary 
advances  he  requires  to  make  immediate  pay- 
ments with,  from  the  bank.  AVIieii  harvest  is 
gathered,  he  repays  the  bank  with  interest,  makes 
a profit  for  himself,  aud  adds  to  the  capital  of  the 
nation. 

This  system  oriLjinated  with  the  power  of  creat- 
ing £1  notes,  Avhich,  in  that  country  where  the 
banks  enjoyed  such  high  credit,  was  exactly 
equivalent  to  the  augmeutation  of  actual  money, 
and  produced  exactly  the  same  effects  in  increas- 
ing the  agriculture*  and  commerce  of  the  country 
as  so  much  actual  money. 

The  testimony  of  every  one  who  has  any  ex- 
perience of  Scotland  is  unanimous  in  favor  of  the 
remarkable  effects  this  system  has  had  in  promot- 
ing the  prosperity  of  the  country,  and  the  morals 
and  conduct  of  the  people.  It  is  no  exaggeration 
whatever  but  a melancholy  truth,  that  at  the 
period  of  the  revolution  of  1688,  and  the  esta- 
blishment of  the  iJank  of  Scotland,  that  country, 
partly  owing  to  such  a succession  of  disasters  as 
cannot  be  paralleled  in  the  history  of  any  other 
independent  nation,  aud  partly  owing  to  its  posi- 
tion in  the  very  outskirts  of  the  civilized  world, 
and  far  removed  from  the  humanising  influence 
of  commerce,  was  the  most  utterly  barbarous, 
savage,  aud  lawlesHdiigdom  iu  Europe.  Though 
we  may  pareutin  tically  observe  tliat  it  may  bo 
mentioned  to  the  immortal  liouor  of  this  poor, 
savage,  aud  barbarous  cauntry,  that  it  was  the 
first  to  receive  and  propagate  the  Newtoniau 
Philosophy,  and  send  missionaries  to  teacli  it  at 
Oxford,  a whole  generation  before  there  was  a 
single  convert  to  it  iu  France.  Aud  it  is  equally 
undeniable  that  tiie  two  great  causes  of  her  rapid 
rise  in  civilisation  and  wealth  were  her  systems 
of  national  education  and  banking.  What  the 
Nile  is  to  Egypt,  that  is  the  banking  system  to 
Scotland,  and  it  was  fortunate  for  her  that  the 
foundations  of  her  prosperity  were  laid  broad  and 
deep  before  the  gigantic  fallacy  was  dreamt  of, 
that  the  issues  of  banks  should  be  inexorably 
restricted  to  the  atnount  of  gold  they  displace. 

The  preceding  remarks  will  suffice  to  explain 
to  our  readers  the  geueral  nature  of  cash  credits. 
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The  effect  they  have  prmluced  on  the  morals  of 
the  people  is  described  by  the  witnesses  before  the 
Committee  of  the  Lords,  iu  1826,  as  having  been 
very  remarkable.  At  that  time  it  was  conjectured 
that  there  were  about  12,000  cash  credits  granted 
to  persons  in  Scotland,  aud  as  the  average  nuinber 
of  sureties  was  three,  there  were  supposed  to  be 
about  40,000  people  interested  iu  the  integi’ity, 
prudence,  and  success  of  each  other.  Mr.  Kiiinear 
said  the  banks  very  rarely  suftered  loss  by  small 
cash  accounts.  The  magnitude  of  the  operations 
ciuTied  oil  by  means  of  cash  creilits  iu  Scotland 
may  be  inferred  from  the  statement  of  Mr. 
Sandemaii,  who  said  that  during  21  years  that  he 
was  connected  with  a provincial  bank  at  Perth, 
the  operations  amounled  to  from  80  to  90  mil- 
lions, and  there  was  no  loss  except  on  oue  account 
to  tlie  amount  of  £200. 

The  advantage  to  the  person  who  has  a cash 
credit  is  that  he  only  pays  interest  from  day  to  I 
day,  on  the  sum  he  actually  has  at  his  debit, 
whereas,  in  discounting  a BUI  of  Exchange  he 
pays  interest  on  the  wliole  amount  of  his  credit, 
whether  he  uses  it  or  not,  and  discount  is  besides 
more  exjiensive  than  interest.  (Discocnt.)  The 
bank,  therefore,  would  naturally  prefer  to  employ 
its  resources  by  way  of  discount,  rather  than  cash 
credit,  if  it  could.  There  is  also  a further  dis-  : 
advantage  attending  them,  that  they  cannot  be 
called  up  on  a sudden  emergency,  aud  if  there  be 
a mil  on  the  bank,  the  security  cannot  be  nego- 
tiated like  a Bill  of  Exchange.  It  is,  therefore, 
only  where  a bank  has  a sujierfinity  of  credit, 
which  it  cannot  enqiloy  profitably,  that  it  M^oukl 
resort  to  a cash  credit,  and  also  where  there  is 
but  a very  slight  chance  of  a I’uu  upon  it. 

For  these  reasons  cash  credits  have  always  been 
looked  upon  with  a very  unfavorable  eye  by 
London  bankers,  who  must  always  keep  their 
funds  well  iu  hand.  And  for  very  good  reasons. 
In  the  first  place  their  credit  is  not  so  solid  and 
well  established  as  that  of  the  principal  Scotch 
banks. — They  do  not  issue  circulating  credit  in 
the  form  of  notes. — They  can  alw'ays  find  employ- 
ment for  any  superfluous  cash  they  may  have. — 
Aud  they  are  more  liable  to  runs. 

Even  in  Scotland  itself  we  believe  cash  credits 
are  not  so  iiromiueut  a feature  of  business  as 
formerly.  Commerce  has  increased  wonderfully, 
aud  consequently  there  is  more  employment  for 
tlieir  resources  iu  discounting  bills.  But  though 
their  relative  importance  may  diminish,  we  must 
never  forget  the  important  part  they  have  played 
iu  the  advancement  of  the  country.  Scotland 
itself,  like  many  an  industrious  young  man,  has 
begun  w'ith  credit,  aud  by  zealous  industry  has 
accumulated  solid  capital. 

The  system  of  cash  credits  is  of  course  only  one 
department  of  the  miglity  system  of  credit,  the 
most  controverted  and  the  least  uuderstood  part  of 
Political  Economy.  For  a full  examination  of 
the  contradictory  aud  erroneous  opinions  on  the 
subject  of  credit,  and  an  explanation  of  tlie  in- 
accurate conceptions  of  the  nature  of  Ckudit 
aud  Value,  we  refer  to  those  articles. 
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tengamos  noticia  del  retornu  que  sc.  saca  de  las 
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Discursos  criticos  sohre  los  leyes  y sus  inier- 
jiretes;  incertidumhres  y detriment^^s  de  los  mayor- 
azgos^  y otras  disposiciones  analogos  en  el  bieu 
cominun  : su  ofensa  a la  poblacion^  agricultural 
artes  y comercio ; necessidud  de  remedio ; ienta- 
tiva  de  algunos  medios,  Madrid,  1770. 

CATALINA,  J.  PALO  Y. 

Censo  de  la  riqueza  territorial.,  ^c.,  de  Espana. 
Madrid,  1803. 

CATINEAU  LA  ROCHE. 

La  France  ei  V Angleterre  comparces  sous  le 
rapport  des  industries  agricole,  manufacturiire, 
et  commerciale,  Paris,  1 844. 

CATO.  Pseudonym, 

The  tendencies  of  the  Foundling  Hospital  in  its 
j}reseid  extent  considered,  Loudou,  1760. 

CATOR,  CHARLES. 

Protest  against  the  commutation  of  tithes.  Lou- 
dou, 1838. 

CATTANEO,  CARLO. 

llicerche  economiche  suite  introduzioni  impostc 
dalle  legge  civile  agli  Israeliti.  Milauo,  1836. 

CATTLEY,  STEPHEN. 

The  speech  of,  at  the  Bank  of  England,  shew^ 
ing  that  the  present  high  price  of  Bullion  is  owing 
to  the  indiscriminate  grant  of  licences  to  foreign 
ships,  Loudon,  1811, 


CAZENOVE. 


C lUCHY,  E. 

L ? la  propriete  communale,  Paris,  1848. 

C.  lUSE. 

1 he  cause  of  our  present  (Ustress  • and  the  re- 
medfis  that  have  been  sufri^ested  for  their  relief 
shoi  dy  considered.  Loiiduu,  IK26. 

2 he  great  cause  of  the  present  distress  and  the 
rem  du.  Bu  a friend  to  the  home  trade.  Chelms- 
ford iK43. 

1 he  real  cause  of  the  depreciation  of  the  Na- 
tion I Currency  erplainedy  and  the  means  of  re- 
tned  I sxtggested.  London,  1810. 

7 he  real  cause  of  the  high  price  of  gold  bullion. 
Lor  loll,  1819. 

t inses  and  cure  of  the  present  distress.  I-on- 
don  1 830. 

t n the.  causes  and  consequences  of  the  present 
rnon  tary  crisis,  or  the  first  principles  of  Political 
Ect  tomy  applied  to  the  gold  bullion  supplies. 
Loii  Ion,  18o7. 

7 inie  causes  of  the  present  scarcity  o f milled 
moh  ly  discovered,  with  some  proposals  offered  to 
pre\  ent  ahxises  in  exporting  of  bullion.  London, 
160  i. 

7 he  true  causes  o f the  present  scarcity  of  money, 
and  the  proper  remedies  for  it.  London,  1690. 

C iUTION. 

A caution  to  keep  money,  shewing  the  misery  of 
the  i uint  thereof  Loudon,  1642. 

C IVALLI,  CARLO. 

C 'omi  statisiico-storici  della  Valle  Vigezzo. 
Tor  no,  1845, 

C IVANDER,  CHRISTIAN. 

h istorish  och  aconomish  Beskrifmuig  ofver  Saque 
Soc  en  i Abo  Laltu.  Abo,  1753. 

C 4.VEAT. 

/.  caveat  on  the  part  of  public  credit,  previous  to 
the  tpening  of  the  Budget,  for  the  present  year, 
176  . Loudon,  1768. 

C IVEDONI,  CELESTINO. 

1 elle  monete  antiche  in  oro.  Modena,  1825. 

1 AZs  grave  del  Museo  Kircheriano,  ovvero  le 
vruii  de  de  popoli  delC  Italia  media  ordinate  e des- 
crit  e,  Rome,  1840. 

2 umisnuUica  Biblica,  o sia  dichiarazione  delle 
moi  de  aidiche  memorate  nelle  sante  Scritture. 
Mo  leiia,  1850. 

i sservazione  sopra  le  antiche  monete  di  Atene. 
Mo'  eiia,  1836. 

C iVOLEATJ,  J.  A. 

S atistique,  ou  description  gencrale  du  dcpnrte- 
meii' de  la  Vendee.  Fontenay-le-ConUe,  1844. 

CIVOTJR,  CAUILLO  DI.  This  verv  emi- 
nen  Italian  Statesman  M'as  born  in  1810  at  Turin, 
To  race  his  illustrious  political  career  is  beyond 
the  imits  of  this  work,  but  Me  rejoice  that  he  is 
a sc  uid  Economist,  and  has  introduced  many  im- 
por'  int  economical  reforms  into  the  adiiiiiiistra- 
tioii  of  his  country. 

1 elV  influenza  the  la  nuova  poUtica  commer- 
cial Inglcse  deve  esercitare  sul  mondo  econornico 
€ su  C Italia  in  purticolare. 


Influenza  delle  riforme  suite  condizioni  tcon- 
orniche  delt  Italia. 

Della  condizione  fiuanziera  della  Francia  nel 
1848. 

lnui  problemi  sot  tali  messi  in  campo  nclla  rivo- 
luziioie  del  1848. 

Della  Icgislazione  Inglese  sul  commercio  dei 
cerc.ali. 

JHscorso  sul  lih  ro  scamhio. 

Sulla  prolusione  at  corso  di  economia  politica 
del  Brof.  Ferrara. 

CAWOOD,  FRANCIS. 

An  essay,  or  scheme  Uncards  establishing  and 
improving  the  fishery  and  other  manufactures  of 
Great  Britain,  Loudon,  1721, 

CAYLA,  J.  M. 

Histoire  des  arts  et  metiers  et  des  corporations 
ouvrieres  de  la  Ville  de  Paris.  Paris,  1853. 

CAYLEY,  EDWARD, 

Commercial  Economy,  in  six  essays.  Loudon, 
1820. 

Corn,  trade,  wages,  and  rent;  or  observations  on 
the  circitmstances  of  the  present  financial  crisis. 
Loudon,  1826. 

CAXA  DE  LEZWELA,  DON  MIGUEL. 

Discursos  sobre  la  principal  causa  y reparo  de 
lanecessidad  comniun,carestia general,  y despobla- 
cion  de  estos  reinos,  Madrid,  1627. 

Bestauracion  de  la  abundancin  antiqna  de  Espuna 
0 prestantissimo,  unico,  y facil  reparo  de  su  carestia 
presente.  Naples,  1631. 

CAZAUX,  L.  P.  G.  DE.  A French  Protec- 
tionist MTiter. 

Bases  fondemr  ntales  de  Veconomie  politique 
dapres  la  nature  deschoses.  Paris,  1826. 

Elements  d'economie  privee  et  puhliqae,  ou 
science  de  la  valenr  des  chases,  et  de  la  richesse  des 
individns  etdes  nations.  Toulouse  and  Paris,  1825. 

La  balance  du  commerce  est  elle  nn  vain  mot, 
comme  la  disent  les  Economistes?  Paris,  1829. 

Economie  poUtique.  Dffen.se  des  principes  de 
gnuvernement  de  Sidly  et  de  Colbert.  Toulouse, 
1831. 

Economie  politique.  La  France  doif-elle  pro- 
clamer  la  liherte  de  commerce  avec  Texterieur? 
Paris,  1828. 

Economie  politique,  llffutatum  dun  nouveau 
raisonnement  de  J.  B.  Say,  tendunt  d prouver  qjtc 
les  lois  restrictives  de  la  liherte  d importer  les 
produits  Hrangers  sont  sans  but  utile.  Toulouse, 
1830. 

Inter (ts  de  VagricuUnre,  de  Viadustrie,  et  de 
commerce  Franqais.  Paris,  1833. 

La  science  economiqve  d apres  Sully  etlesaneiens, 
on  moyen  d'nccroitre  indefiniwent  le  hien-etre  de.s 
pevples,  la  future  des  rich*'.s,  le  revenu  du  governe- 
ment,  et  la  moralisation  de  tons.  Paris,  1834. 

CAZENOVE,  JOHN. 

Questions  respecting  the  national  debt  and  tax- 
ation stated  and  ansivered.  London,  1829. 

In  this  tract  Mr.  Cazenove  has  very  clearly 
seen  the  nature  of  the  National  Debt.  It  is  not 
a mortgaj'c  on  the  property  of  the.  country,  as 
several  writers  have  said,— “What  the  govern- 
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ment  did  really  niulertake  to  do,  was  to  guarantee 
to  the  lender  sometimes  a terminable,  but  more 
frequently  a perpetual  annuity,  or  income,  in  con- 
sideration of  the  sums  M'hich  it  had  from  time  to 
time  occasion  to  borro\\\ 

“This  annuity  is  jiart  of  the  annual  produce  of 
the  land  and  labor  of  the  country,  M liieh  is  raised 
in  the  shape  of  taxes  and  placed  at  the  disposal 
of  the  contractor  or  public  annuitant;  and  the 
mode  in  which  it  has  been  secured  to  him  by 
assigning  Iiim  a certain  amount  of  suiiposititious 
stock,  bearing  interest  at  3,  4,  or  5 per  cent.,  as 
well  as  the  stij)ulation  which  has  been  sometimes 
made  of  not  reimbursing  it  below'  par,  (tliat  is,  i 
not  compelling  him  to  receive  less  than  £100 
money  for  £100  fictitious  stock),  is  merely  a 
matter  of  convenient  arrangement,  entered  into 
at  the  time  for  the  purpose  of  facilitating  the 
transfer  of  the  annuity  from  one  party  to  another, 
and  maintaining  its  value  in  the  market. 

“The  National  Debt  then,  consists  properly  of 
tlie  annual  charge  to  wliich  the  nation  is  subject, 
in  order  to  furnUh  an  income  to  the  stockholder, 
and  to  increase  this  charge,  is  in  reality  to  in- 
crease the  debt,  to  dimmish  it,  is  to  diminish  the 
debt.’’ 

JVIr.  Cazenove  then  very  truly  shews  that  the 
taxes  fall  upon  industry,  as  well  as  property,  and  ■ 
therefore  to  make  an  assessment  on  property 
alone  to  pay  it  off  would  be  manifestly  unjust. 

He  then  examines  the  effects  of  direct  and  in- 
direct taxes,  and  is  of  oi>inioii  that  the  fairest  and 
be.-^t  system  of  taxation  is  that  in  ■which  both  are 
combined. 

Mr.  Cazenove  has  also  published  a second  edi- 
tion of  Malthns's  Definitions  in  Political  Economy, 
•with  a preface  and  notes. 

Thoughts  on  a few  stdyccts  of  Political  Economy. 
London,  1859. 

Ill  this  work,  Mr.  Cazenove,  p.  11,  says  that 
the  inductive  method  of  investigation  is  the  only 
means  of  arriving  at  any  sound  know  ledge  on  tlie 
subject.  He  restricts  Wealth  to  material  objects. 
This  question  we  liave  fully  examiued  under 
Caimtal.  lie  says,  p.  19,  that  the  total  currency, 
or  circulating  medium  of  a country,  consists  of 
money  and  all  its  substitutes. 

In  the  notes  appended  to  his  W'ork,  Mr,  Caze- 
nove has  made  some  remarks  on  some  of  the 
ai'ticles  in  this  Dictionary  to  which  we  feel  it 
necessary  to  make  a few  observations.  He  says, 
p.  73,  that  w'e  are  in  error  in  attributing  to  Adam 
Smith  the  d(X*trine  that  high  rent  is  one  of  the 
causes  of  the  high  ])rice  of  corn,  and  he  refers  us 
to  a passage  in  wiiich  lie  says  the  reverse. 

Now',  we  may  observe  that  we  were  perfectly 
aware  of  the  passage  M.  Cazenove  refers  ns  to, 
when  we  wrote  as  we  did.  But  tliis  is  au  exam- 
ple of  the  innumerable  cases  of  difficulty  in  deter- 
mining what  is  the  doctrine  of  Economists.  It 
is  true  that  hi  the  passage  Mr.  Cazenove  refers  to 
Adam  Smith  says  that  high  price  is  the  cause  of 
high  rent,  but  then,  as  w'e  have  shewn  under 
Rest,  in  other  places  he  has  asserted  just  tlie 
reverse.  And  the  difficulty  is  to  determine  from 
the  general  tenor  of  his  work,  w hich  is  the  doc- 
trine most  conformable  to  it,  and  which  also  is 
the  doctrine  attributed  to  him  by  other  writers. 
Now  we  have,  we  think,  shewn  under  Rent,  that 
the  doctrine  which  we  have  mentioned  under 
Anderson,  w'us  that  which  was  generally  attri- 


buted to  him,  and  understood  to  be  his,  by  con- 
temporary  w'riters. 

At  p.  75,  ^Ir.  Cazenove  has  made  a slight,  ami, 
of  course,  unintentional  error.  He  says  that  we, 
in  various  places  of  this  Dictionary,  stoutly  con- 
tend that  Bills  of  Exchange  are  money.  Now 
this  is  a mistake.  We  do  not  say  they  are 
money,  but  that  they  are  currency,  wonis  wiiicli 
we  do  not  consider  as  synonymous.  AVe  have 
shew'ii  under  CrRiiENCv  that  that  word  includes 
monc}',  and  instruments  of  credit  of  all  sorts, 
which  is  the  opinion  Mr.  Cazenove  holds. 

Air.  Cazenove  has  also  contributed  the  gi*eater 
part  of  the  notes  to  Joncss  Literary  Uemaius^ 
edited  by  Dr.  Whew  ell. 

CECILIA,  DON  JOSE. 

Memoria  sobre  los  medios  de  fomentor  .solida- 
mente  laagricidtura  en  un  pair,  .si  detrimento  de  la 
cria  de  gunndos,  y cl  modo  de  remover  los  ohstacu- 
los  que  puedan  impedirla.  Madrid,  1777. 

CEDERLOF,  OLOP. 

(Econoniiska  anmdrkninger  aid  Shdnsha  Karp 
Adammar.  Lund,  1766. 

CENAC,  MONCAUT, 

Elements  d economie  sociale,  arec  wi  appendict 
sur  la  question  des  subsistance.s.  Paris,  1 847. 

Elements  deconomie  sociale  et  dorganisalion  da 
travail.  Paris,  1848. 

CENSUS  CATHOLICUS;  or  a Project  of  a 

Tax  upon  money,  exactly  proportional  to  the  abili- 
ties of  the  rich  and  the  necessities  of  the  poor. 
Loudon,  1711. 

CERFBER  DE  MEDELSHEIM,  A.  E. 

Formerly  editor  of  the  Courier  de  f Isere,  and  of 
the  Journal  des  Prisons  et  des  Societes  de  Bien- 
faisance. 

Des  socieih  de  hienfaisance  muhtelle,  on  des 
moyens  dameliorer  le  sort  des  classes  ouvrieres. 
Grenoble,  1836. 

Des  condamnes  lihtres.  Paris,  1844, 

CERNON  PINTEVILLE,  DE,  Baron. 

Plan  de  liberation  generate  des  finances.  Paris, 
1790. 

CERRETTI,  JEAN  BAPTISTE. 

Histoire  des  rnontes-de-piete,  avec  des  reflexions 
sur  ces  etahlissemcnts.  From  the  Italian.  Paris, 
1752. 

CEVASCO.  • 

Statutique  dela  Ville  de  Genes.  Genes,  1838-40. 

CHABROL  DE  VALVIC,  G.  J.  GASPARD 

DE,  Count,  Born  at  Rion,  25  September,  1778. 
Prefect  of  tlie  Department  of  Montenotte,  and 
after  that  of  the  Seine,  Member  of  the  Institute, 
&c.  Died  in  Alay,  1843. 

Budgets  de  ville  de  Paris,  et  rapports  au  con- 
seil  municipal  d ce  sujet,  depuis  18I8,yMJf^M’ d 1827, 
inclusivement.  Paris,  1 8 18-27 . 

Becherches  statistiques  sur  la  ville  de  Paris  et 
le  departenient  de  la  Seine.  Paris,  1828-44. 
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Stt  tMfpie  des  provinces  dc  Saro7we^  d'Oneillc^ 
(TAc  ui,  ct  de  la  partie  de  la  province  de.  Mon- 
dori,  formant  Vancien  departement  de  Montenotte. 
Tiiri: ; 18*24. 

Cl  ADWICK,  EDWIN,  C.B.,  a distinj^uished 
moiVDiTOf  the  Civil  Service,  who  has  borne  a 
very  leadinj?  part  in  most,  and  the  first  part  in 
sonn  of  the  jjreat  administrative  and  social  re- 
form ; (*f  the  last  JIO  years,  was  b.>rn  at  i^on^si^ht, 
near  Manchester,  in  1801,  lie  comes  of  a younger 
bran  h of  an  ancient  Lancashire  family,  note^l  in 
the  t onnty  histories.  He  was  educated  for  the 
bar,  ind  during  his  course  of  study  became  ac- 
mni  ited  with  manv  medical  students  and  persons 
omitted  in  commerce.  To  these  subjects  he 
broi!  ,dit  a mind  strongly  imbued  with  a statis- 
tical bent.  , 1 /.  -i  • 

A i opportnnitv  fortunately  occurred  for  bring- 
ing is  special  talent  before  the  public.  In  1 8*25 
and  18*>7  rarliament  had  turned  its  attention  to 
Ben  fit  and  Friendly  Societies,  and  in  these 
veai  s two  Reports  were  issued.  The  Northamp- 
ton ables  had  hitherto  been  exclusively  used  in 
the  calculation  of  the  Value  <d’  Government 
Anr  jities.  These  had  been  prepared  bv  Dr. 
Pri(  ’ from  the  burial  registers  of  the^Pansli 
of  VU  Saint’s,  Northampton,  from  1735  to 
178t  It  was  contended  by  some  eminent 
stat  sticians  that  these  tables  were  no  longer  to 
be  died  on.  Thev  maintained  that  expeneiice 
had  ortived  that,  from  various  circumstances,  the 
exT)  ctation  of  life  was  p-eater  than  represented 
in  1 hose  tables.  The  very  compames  that  pro- 
fess d to  base  their  calculations  upon  them,  ac- 
knovlcdo-ed  their  inaccuracy,  as  though  t hey 
use*  them  in  the  operation  of  insuring  lives,  they 
refe  ^ed  to  do  so  in  the  inverse  operation  of  grant- 
ing innuities.  They  were,  howev-er,  used  in  the 
<rra  t of  ‘wernment  annuities.  ;Mr.  Iinlaison, 
The  u'luarv  of  the  National  Debt  Office,  had  le- 
nea  edlv  urged  this  on  the  government,  and  his  , 
call  ulations  shewed  that  the  loss  to  the  nation  ] 
£8  000  a week.  Other  eminent  actuaries, 
hov  ever,  such  as  -Mr.  IMorgan,  of  the  Equitable, 
def  nded  the  accuracy  of  the  Northampton  i 

tab  es.  T - 1 i. 

I(r  Cliaibvick’s  first  paper  was  ilirectcd  to 

thii  dispute.  It  was  piddislied  in  the  ^Vt‘sfmin- 
Kte,  lierieu-  for  1828.  It  is  interostiiiK  as  having 
laii  tlie  fomidatiim  of  Sanitary  Seionce. 

t this  time  Mr.  Cliadwick  became  acquainted 
wit  1 Mr.  Jolm  Stuart  Mill,  who  was  also  a con- 
tril  utor  to  tlte  same  review,  and  tliroiifth  liiin, 
wit  I Mr.  Senior,  who,  in  conjunction  with  Dr. 
•\V1  itPlv,  was  iiriiigiii!:  out  the  Lonrhn  lierieu’. 
To  this  review  Jlr.  Chadwick  cmitriVmted  two 
pai  ers  in  1829,  one  on  “rreyentlve  Police,”  and 
the  other  on  “The  Administration  ot  Medical 

Ch  .ritios  in  France.”  . , „ 

' 'lie  article  on  rreventivc  Police,  attracted  the 
no' ice  of  .Teremv  Bciitham,  then  in  his  82nd 
■ye  r and  led  to  a friendship  between  its  author 
an  tlie  a"cd  jurist,  which  continued  to  the  end 
of  ids  life!  lieiitham  was  then  occupied  in  the 
nrM'aration  of  an  administrative  code,  and  he 
'vi  hed  iSIr.  Chadwick  to  undertake  that  part 
of  it  which  related  to  the  ministry  of  imblic 
be  Itli,  and  of  police.  Mr.  Cliadwick  resided 
yvi  h liim  almost  constantly  during  the  last  year 
of  Ids  life.  Benthain  otfered  to  place  Idra  in  in- 


dependent circumst.inccs,  on  the  condition  of  his 
engaging  to  devot'*  himself  exclusively^  to  the 
proiiagation  of  his  doctrines.  This  offer  Mr. 
Chadwick  declined,  but  Beiitham  bciineatlied 
him  his  library  of  jurisprudence,  and  a small 

legaev.  , , , . 

In  fact,  Mr.  Chadwick,  altiiongli  engaged  in 

kindred  subjects  with  Beiilliam,  could  not  very 
well  be  called  ids  disciple,  because  he  followed 
exactly  the  opposite  method  to  what  Bentham 
did.  That  eminent  philosopher,  csiiecially  in  the 
latter  years  of  his  life,  had  tallcn  almost  entirely 
into  the  dogmatical  or  d priori  system.  From  the 
constant  habit  of  living  alone  in  his  hermitage  in 
(iueen  Square,  he  seems  to  have  thought  tliat  men 
were  to  be  dealt  with  as  so  many  algebraical 
symbols,  and  did  not  hesitate  to  send  oft’  constitu- 
tions cut  ami  dried  iu  his  pigeon-holes  in  M est- 
minster,  to  any  part  of  the  world. 

Mr.  Chadwick’s  method  is  just  the  reverse. 

Tt  is  his  maxim  th.it  a full  inquiry  should  always 
precede  any  legislation,  and  tliat  the  whole 
iect  should  be  investigated  just  as  if  nothing  hail 
already  been  settled  in  it.  By  this  means  it  otten 
happens  that  doclrines  and  theories  which  are 
repeated  and  handed  doAvn  from  writer  to  wiiter, 
and  pass  current  as  incontrovertible  axioms,  tui  u 
out  upon  inquiry,  to  be  absolute  fallacies  and  de- 
lusions. Air.  Chadwick  has  several  times  been 
aiiplied  to  by  foreign  governments  to  advise  them 
on  matters  of  Poor  Law  Administration,  but  has 
invariably  dccliiiid  doing  so,  because  he  A\as 
unable  to  offer  them  proper  advice  without  insti- 
tuting a searching  investigation  of  the  local  cu- 

cumstances  of  the  case. 

That  this  is  the  only  true  method  of  proceeding 
no  competent  persnu  will  deny.  As  a very  striking 
instance  of  thenecssity  of  the  reinvostigation  into 
the  fundamental  doctrines  of  Political  Economy, 
we  will  only  mention  one.  The  invariable 
method  of  describing  Banking  is,  that  it  consists 
in  borrowing  from  one  person  and  lending  to 
anotlier.  There  never  was  a peater  delusion, 
nor  a more  comtilete  misconception  of  any  facts, 
than  the  current  notions  on  Banking.  There  is 
not  a single  English  Economist  who  e\er  had  the 
slightest  conception  of  the  nature  and  efiects,  or 
the  mechanism,  of  Banking. 

We  shall  return  to  this  subject  more  at  length 
afterwards.  In  1S31,  Mr.  Chadwick  contributed 
an  article  on  “Taxes  on  KuoAvledge,”  to  the 

Westminster  Jlevif*w.  ^ 

The  event  which  brought  Air.  Chadwick  pro- 
minently before  the  public  was  the  appointment 
in  1S32;  by  Lord  Grey’s  government,  of  the  com- 
mission of  inquiry  into  the  operation  of  tlie 
existing  English  poor  laws.  Air.  Semior  Avas  one 
of  the  commis-sioners,  and  at  his  instance,  AIi . 
ChadAvick  A\*as  appointed  one  of  tlie  assistant 
commissioners.  Each  of  these,  eighteen  in  num- 
ber, had  a distrlc.t  appointed  him,  iu  Avhich  he 
was  to  make  inquiries  and  to  report  upon  it.  Air. 
ChadAvick  Avas  fi  rtunate  in  having  the  most  im- 
portant of  these,  London  and  Berkshire,  allotted 
to  him.  These  rrports  Avere  priiitediu  183.L  and 
out  of  a volume  of  410  pages,  Air.  Chadwick’s 
report  occupies  139. 

The  immense  superiority  of  this  report  among 
its  compeers,  bc>th  in  tlie  nature  ot  inqiiiiA,  tlie 
method  of  investigation,  and  the  brcadtli  of  its 
vioAA-s,  Ava.s  manifest,  and  was  ackuoAvlcdged  by 
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the  immediate  promotion  of  its  author  to  be  a ' a 
commissioner.  He  was  also  employed  on  another  | t 
very  important  inquiry.  In  April,  1833,  a Royal  i I 
Commission  was  appointed  to  collect  evidimce  and  s 
report  upon  the  whole  subject  of  the  treatment  I c 
of  factory  children.  Air.  Tooke,  author  of  Hie  c 
History  of  Prices,  Air.  ChadAvick,  and  Dr.  i 
Southwood  Smith  were  the  central  board.  Com- 
missioners Avere  appointed  to  collect  cvidimcc,  and  j i 
in  July,  1833,  the  evidence  was  digested  and  pub-  j 
ILshed  by  the  Board,  aceom]>aiiied  by  a Report,  in  ^ 
Avhich  interference  Avith  adult  labor  Avas  depre-  ( 
cated,  but  it  Avas  said  that  children  AA^ere  severely  - ( 
OA'erworked,  and  suffered  much  both  jdiysically  < 
and  morally,  and  a ten  hours’  bill,  if  not  a six  1 
hours’  one,  Avas  recommended.  ^ \ 

The  evidence  collected  by  the  assistant  com-  i 
inis.sionei’s  in  the  Poor  LaAV  Inquiry,  pro\cd  the 
necessity  of  immediate  legislation.  A general  i 
report  from  the  Commis-sioners,  of  Avhich  Air.  . - 
Cliadwick  aa'A.s  one,  and  AAdiich  he  materially  [ 
assisted  to  prepare,  AA'as  presented  to  Parliament 
on  the  24th  February,  1834,  and  in  the  course  of 
the  se.ssion  tlie  Pixir  Law  Amendment  Act  Avas 
passed.  (Poor  Law). 

Three  Commissioners  were  appointed,  Sir 
Franklaud  Lewis,  Air.  George  Nicholls,  and  Air. 
John  J.  Shaw  LcfeATe.  Air.  Chadwick  AA*as 
appointed  Secretary  to  the  Board,  Avith  the  dis- 
tinct understanding  that  he  AA'as  to  have  the  virtual 
powers  of  a fourth  Commissioner. 

The  first  results  of  the  Poor  Lhav  Amendment 
Act  Averc  highly  satisfactory.  The  rates  were 
reduced  bv  about  two  millions  annually.  But 
the  Commissioners,  who  had  had  no  hand  iu  con- 
ducting the  inquiries  which  led  to  it,  or  in  framing 
the  measure,  naturally  did  uot  feel  so  great  a zeal 
in  carrying  it  out  iu  its  integrity,  as  their  Secre- 
tary, Avho  had  iu  fact  borne  the  chief  part  iu  both. 
In  *1835,  the  Commissioners  ga\'e  signs  of  intend- 
ing to  revive  some  of  the  objectionable  practices 
of  the  old  laAv.  In  1837,  they  gave  still  more 
evidence  of  backsliding.  They  paid  no  atten- 
tion to  the  remonstrances  of  their  Secretary,  Avho 
saAv  all  his  labors  in  thefair  Avay  of  being  undone. 
He  Avas  obliged  to  appeal  to  Lord  John  Russell,  | 
who  interfered,  and  OA'crruled  their  proposal.  ; 
In  1840,  new  proposals  of  an  objectionable  nature 
were  again  brought  forAA'ard.  On  this  occasion 
Air.  Senior  concurred  Avith  Mr.  Chadwick  in  re- 
monstrating with  Lord  Normanby,  and  the  plans 
were  again  overruled.  Upon  this  Sir  Franklaud 
Lewis  and  Air.  Lefevre  resigned.  And  Air. 
Nicholls,  AA'ho  coincided  very  much  Avith  Mr. 
ChadAvick’s  views,  became  senior  commissioner. 
But  this  naturally  produced  an  unpleasant  rela- 
tion between  the  board  and  its  secretary,  and  he 
Avas  in  future  excluded  from  all  participation 
in  the  administration,  and  confined  strictly  to 
routine  duties. 

During  this  time  Air.  Chadwick  was  also  en- 
gaged in  another  inquiry  of  the  most  important 
nature.  The  reorganisation  of  the  metropolitan 
police  force,  iu  18*2fi,  had  the  eftect  of  driving  out 
great  numbers  of  the  London  criminals  into  the 
country.  In  1837,  a Royal  Commission,  consi.-ting 
of  AIr.“  Charles  ShaAv  Lefevre,  Air.  ChadAvick,  and 
LieiUcnant-CoIoiiel  Rowan,  was  appointed  to  in- 
quire into  the  best  means  ot  establishing  an  effi- 
cient constabulary  force  in  England  and  Wales. 
The  inquiries  were  conducted  throughout  1838, 
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and  were  equally  searching  and  cxhaustl\'e  as 
those  of  the  Poor  LaAV  Commissioners.  The 
Report  Avas  published  in  1839.  and  during  the 
session  an  Act  aa'jis  passed  for  the  formation  of  a 
county  constabulary.  But  the  recommendations 
of  the  Commissioners  were  uot  carried  out  by 
auv  moans  to  their  full  extent. 

One  of  Air.  Cliadwick’s  chief  maxims  in  social 
inquiries  aa'es  to  endeavour  to  ascertain  as  many 
as  possible  of  the  causes  of  tlie  CA*il ; and  to  see 
Avhich  of  these  could  be  removed  by  legislation 
or  other  social  arrangements.  He  had  long  been 
eniraged  in  an  iiiA  estigation  into  the  pre\*entible 
causes  rif  pauperism,  Avhich  might  be  reached  by 
legislation,  nr  other  means.  These  he  traced  to 
a considerable  extent  to  intoxication,  ]iroduced 
in  many  cases  by  an  injudicious  time  of  paying 
Avages.  By  an  alteration  of  this  time,  in  one  in- 
stance, a manufacturer  reduced  hi.s  usual  absentees 
on  Alonday  morning  from  50  to  4.  SoAvith  mili- 
tary iiensioners,  most  of  their  intemperance  arose 
from  paving  their  pensions  at  too  long  intervals. 
Among  the  removable  causes  of  pauperism  he 
considered  the  laAv  of  settlement  as  very  promi- 
nent. His  opinion,  on  this  point  aa'gi  e strongly 
deA'eloped  btffore  a committee  ot  the  House  “ On 
Settlement  and  Poor  Removal.”  He  advocated 
the  abolition  of  the  laAv  of  settlement,  or  at  least 
its  extension  from  parishes  to  unions. 

The  preceding  narrative  fully  bears  out,  Ave 
think,  what  Ave  said  at  the  beginning,  that  Air. 
ChadAvick  has  borne  a very  lemling  part  in  almost 
.all  the  great  social  and  administrative  reforms  ot 
the  last  30  years.  AVe  noAV  come  to  one  Avhicli 
is  ]>robably  the  most  imixu'tant  of  all,  and  to 
1 which  the  merit  belongs  more  exclusively  to  Air. 
Chadwick,  namely— Sanitary  Reform. 

The  germ  of  this  may  be  found  in  his  paper  on 
Life  Insurance  iu  the  Iteview  in 

1828.  Among  other  reasons  for  believing  that 
the  duratiiui  of  life  Avas  longer  than  counted  in 
tlie  Northampton  tables,  Air.  ChadAvick  attributed 
great  prominence  to  the  sanitary  condition  ot  the 
district,  and  the  general  rural  habits  of  society. 
This  was  abundantly  shcAAn  in  that  paper. 

I The  investigations  connected  with  pauperism 
! afforded  him  ample  opportunities  of  pursuing 
I this  course  of  inquiry,  and  proved  beyond  a 
doubt  that  an  immense  ma.ss  of  pauperism  Avas 
due  to  defective  sanitary  arrangements;  and 
, therefore  aa'us  one  of  tlie  causes  of  pauperism  pre- 
vcntiblc  by  legislation.  In  1838,  typhus  pie- 
vailed  extensi\*ely  in  London.  Air.  ChadAvick 
obtained  the  consent  of  the  Poor  E^aa'  Board,  to 
the  appointment  of  a special  coumiissioii  tor  in- 
quiry into  the  existence  ot  physical  causes  ot 
‘ disease  iu  the  Aletropolis.  jhe  evidence  fully 
1 confirmed  the  anticipation,  that  much  ot  the 
) mortality  of  the  Aletropolis  aa'us  due  to  jireA'cntible 
causes.  In  August,  1839,  Lin'd  John  Russell 
■ addressed  a letter  to  the  poor  laAV  commissioners 
t I authorizing  them  by  royal  command,  to  extend 
1 a similar  inquiry  over  all  England  and  M ales, 
t into  the  prcveutible  causes  of  disease.  The  iu- 
e qniry  AA'as  also  extended  to  Scotland.  ^ Air. 

ChadAvick,  certainly  the  greatest  expert  in  the 
1 kingdom  in  such  a task,  Avas  appointed  to  collect 

- evidence  for  tlie  commission.  In  1 842,  the  “ Re- 

- port  on  the  Sanitary  Condition  of  the  laboring 
J,  population  of  Great  Britain  ” was  at  length  ready. 
I,  The  Commission  Avere  uuAvilling  to  incur  the 
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Tsfionsibility  of  ami  jMvsentiiijr  it  in 

lu'ir  own  name,  it  was  consei]ueiitly  published 
IS  Mr.  Chadwick’s  repurt  to  them. 

The  sensation  created  by  the  revelations  of  this 
•epitrt  was  immense,  and.  no  doul>t,  would  have 
'cccived  due  attention  from  Sir  Itobert  Peel’s 
government,  if  it  had  not  been  engajred  in  the 
onjr  and  vital  chancres  in  tlie  Economical  policy 
)f  the  comitry.  In  Sir  James  Graham 

-•Mjuested  Mr.*  Chadwick  to  extend  hi.s  iminirie.s 
nto  the  practice  of  intramural  interments,  which 
lad  not  been  included  in  tlie  former  Report. 
Mr.  Chadwick  produced  a supplementary  report 
jii  the  ]>ractice  (»f  interment  in  towns. 

The  refoians  proposed  in  tliese  Reports  were  so 
rast,  and  involved  interference  witli  so  many 
existing  ri^dits,  and  were  calculated  to  otfend  so 
naiiy  prejudices,  and  moreover  contemplated 
vorks  of  such  an  exte*isive  nature,  that  no  goverii- 
iieut  could  bring  in  bills  to  carry  them  out  with- 
mt  the  assistance  of  professional  men  todecide  upon 
he  best  practical  method  of  doing  so.  A c.oimnis- 
don  of  men  of  eininenot*  in  ditlereiit  departments, 
inder  the  presidency  of  the  Duke  of  JJuccIeuch, 
vas  appointed  to  consider  the  subject  in  its 
)ractical  bearings.  Two  re])orts  were  issued  in 
844  and  1845,  confirming  tlie  leading  prindides 
if  the  Report.  Legislation,  Inovever,  was  stopped 
>y  the  famous  Corn  Law  crisis,  which  resnlte<l  in 
>'ir  Robert  Peel’s  defeat  aud  retii'ement  from 
»tfiee. 

In  184d,  a case  of  alleged  crnelty  in  the  An- 
lovor  workhouse  created  great  public  exdtcmoiit, 
,nd  an  inquiry  was  ordered.  The  evidence  pro- 
luced  before" the  commission  further  increased 
he  public  excitement.  At  the  same  time  two 
issistant  poor  law  commissioners  were  dismissed 
or  insiillicient  reasons  by  the  cmniuission.  Those 
hings  made  .such  a ferment  in  the  public  mind 
hat  the  commissiou  was  dissolved,  and  a new 
me  constituted. 

In  September,  1847,  Mr.  Chadwick  was  ap- 
u>iuted  one  of  a commission  of  inquiry  into  the 
iiinitary  coiiditioii  of  the  Metropolis.  Two  re- 
ports, one  in  Februai*y,  aud  the  other  in  July, 
1 848,  were  issued  by  the  commissioners.  In 
hat  year  the  etlbrts  of  sanitary  reformers  were 
successful,  and  the  Ihiblic  Health  Act  was  passed. 
A general  Board  of  Health  was  appointed  to  su- 
perintend its  operation.  Lord  Carlisle  was  the 
•liief  commissioner,  Lord  Ashley  second,  Mr. 
.^hadwick  the  third,  and  Dr.  Southwood  Smith 
.lie  fourth. 

The  Board  proceeded  to  carry  out  the  princi- 
>les  of  the  Sanitary  Reformers,  and  in  upwards 
)f  100  towns  measures  were  in  progress,  which 
.vere  attended  with  the  mest  marked  success. 
Epidemic  disease  pvas  visibly  reduced,  and  in 
several  places  the  rate  of  mortality  had  diminished 
Tom  30  to  14  in  the  thousand.  But  the  carrying 
Hit  of  these  reforms  disturbed  too  many  local 
iifiuonces,  and  offended  too  many  local  prejudices, 
ind  the  Govenimeiit  were  defeated  in  bringing 
brpvard  a Bill  for  the  renewal  of  the  Public 
Health  Act  in  July,  1854.  While  he  was  acting 
>n  this  Board  Mr.  Chadwick  was  made  C.B.,  and 
it  its  dissolution  he  received  a pension  of  £1,000 
i year. 

In  the  discussions  raised  at  this  period  res- 
pecting the  Board  of  Health,  strong  testimony 
ivas  borne,  both  in  the  House  of  Lords  aud  Com- 


! inons,  to^Ir.  Chadwick’s  public  services.  The 
' Bishop  of  Loi'dim  said,  “ .Mr.  Chadwick  he  had 
known  for  thirtvyears,  and  liecouUl  say  that  a more 
elHcicnt,  active,' diligent,  and  honest  servant  of 
the  imblic,  ne\er  existed.  This  was  sullieiently 
proved  by  his  conduct  as  Secretary  to  the  Pour 
I Law  Commissiou.  It  was  to  his  knowledge  ami 
' exertions,  and  to  those  of  Mr.  Xieholls,  that  we 
were  mainly  iiulcbtiMl  for  the  amendment  of  the 
i Poor  Law.  After  hxitlifully  discharging  his  duties 
i as  Secretary  to  the  Commission,  ^Ir.  Cliadwick 
turned  his  att<  ntion  to  sanitary  matters,  in  pvhicli 
he  had  displayed  an  extraordinary  amount  of 
knowledge.  It  was  his  opinion  that  if  the  sug- 
gestions of  !Mr  Chadwick  and  Dr.  Southwood 
Smith  iiad  bet  u carried  out,  we  sliouM  not  now 
have  had  to  dread,  at  least  to  the  same  extent, 
the  return  ol  the  Cholera.  At  the  root  of 
Mr.  Chadwick ’.s  knowledge,  tliere  was  an  amount 
of  benevolent  interest  for  the  poor,  wliieh  would 
l>revent  his  sanctioning  any  measure  which  Avoiild 
I inllict  hardship  on  the.  poorest  of  his  fellow  crea- 
I ture.s.”  Lord  Carlisle  “ quite  agreed  with  the 
Bisluip  in  the  oiniiion  he  expressed  respecting  the 
two  measures  of  our  time,  which  seemed  to  him 
beyond  any  others,  to  have  effeeted  the  internal 
condition  of  the  great  body  of  the  people — the 
amendment  of  the  Poor  Law,  and  Sanitary  Re- 
f jrm,  and  he  sincerely  believed,  that  the  most 
etlident  agent  in  originating  and  producing  these 
two  gi’eat  fundamental  measures,  and  in  clearing 
away  a host  of  obstacles  which  beset  their  early 
l)irth,wasMr.d'hadwick,amlto  oncor  other  ofthese 
1 measures  he  liad  ever  since  devided  his  time,  his 
health,  aud  hi-  strength.  ” Lord  Brougham  said 
that  “ He  well  remembered  the  services— the  in- 
valuable sevvii*es— of  Mr.  Edwin  Chadwick,  with 
regard  to  the  Poor  Law  Conmiission,  and  the  in- 
quiry into  the.  state  of  the  poor  and  the  Poor 
Law;  ami  he  could  most  distinctly  state  that  to 
Mr.  Xicholls  imd  Mr.  Chadwick  were  mainly  due 
the  success,  b"th  of  the  inquiry  ami  of  the  great 
measure  which  grew  out  of  it.”  Lord  John 
Russell  said— '‘Mr.  Chadwick  was  a man  of  the 
greatest  energy,  ami  Avith  a spirit  of  inquiry 
which  induced' him  to  labor  by  zeal,  by  unremit- 
ting attention  to  the  subject  in  hand,  to  go  to  the 
bottom  of  it,  and  to  attempt  some  remedy  for  the 
evils  Avhieh  he  conceived  himself  to  find  there. 
He  was  appointed  an  assistant  commissioner  to 
inquire  into  the  Poor  LaAvs,  and  if  in  that  large 
blue  book,  the  Report  of  tlieCoiumissimiers,  tliey 
turned  to  the  Report  of  ^Ir.  Chadwick,  they 
Avould  find  there  the  germ  of  that  amendment, 
which  in  Ins  conviction  had  saved  the  country 
from  great  social  evils,  if  not  absolutely  from 
social  revolution.  * * * With  reference  to 

the  subject  of  health,  Mr.  Chadwick’s  inquiries 
into  the  healtii  of  the  metropolis  aud  of  towns, 
had  been  carried  on  through  various  commissions 
aud  investigations  Avhich  had  been  undertaken 
on  this  subject ; so  that  on  these  A'arious  topics — 
the  Poor  Law.  the  improvement  of  the  police  of 
the  country,  and  the  impro\emeut  of  the  health 
of  the  country,  there  was  no  man  to  Avhose  zeal 
and  assiduity  this  country  Avas  more  indebted, 
than  to  Mr.  Chadwick.  ” 

The  economical  course  of  investigation  pursued 
by  Mr.  Chadwick,  as  well  as  the  principles  ev'olved 
by  him,  may  be  characterised  as  belonging  to  the 
statistical,  or  aa  hat  Mr.  J.  S.  Mill  calls  “the  concrete 


♦ 


CHADWICK. 

dednetiA'O  method,"  as  opposed  to  tlie  abstract  or 
geometrical  method  of  reasoning  in  Political  Eco- 
nomy ainl  general  legislation.  In  illustration  of 
the  dangers  attendant  iqxni  action  on  n priori  cnii- 
I'lnsions  obtained  in  the  geometrical  method,  he 
averred,  in  a jmper  ealling  for  enlarged  in*iuiry, 
by  a commission,  for  the  settlement  of  tlie  facts  to 
serve  as  a basis  for  the  reform  of  Parliament,  that 
there  had  been  no  one  iiiA-estigatioii  Avith  avIucIi 
he,  Avith  otlicr  commissioners,  had  been  charged,  . 
Avhich  did  not  conclusively  rcA'erso  CA-erv  assumed  ' 
main  economical  and  political  iwincifile,  ami  al-  * 
mo-^t  every  assumed  chief  elementary  fact,  in 
Avhich  not  only  the  general  public,  but  Parlia-  I 
mentary  Committees  and  men  of  high  i»olitieal 
position,  Avere  ju*eparc»l  to  base  legislation.  Tims  j 
as  respects  pauperism,  the  prevailing  doctrine  ] 
ionnded  u]>on  the  tlicory  of  .Mr.  Malthus,  of  The  ; 
geometrical  ratio  of  the  progression  of  the  pojni-  1 
iation  concurrently  Avith  only  an  arithmetical 
ratio  of  ]>rogi'cssion  of  the  production  of  food,  was 
that  the  general  cause  of  iianporisin  Avas  the  ]>res- 
snre  of  population  on  the  means  of  snbsisfenee, 
and  tlie  cliief  immediate  remedy  AA*as  an  extensive 
emigration.  In  that  sense  several  men  of  emi- 
nence wrote,  Mr.  Wilmot  Horton  lectured,  and 
Mr.  Ricardo,  Avlien  in  tin*  House  of  Commons,  Avas 
prejiared  Avith  I\Ir.  Scarlet  to  legislate.  But  a 
carelul  ami  particular  inquiry  under  the  poor  laAv 
ciunmission  shoAved  that  the  ojtpressiA'e  excess  of 
panperi.sin  had  not  the  cliaracter  of  helpless  ami 
iinaA'oidable  desiitiition,  Avhicli  it  must  !ia\o  had 
to  have  been  consistent  with  the  theory  of  an  OA'er- 
Avhelining  ]iressure  of  population  on  tlie  means  of 
subsistence,  ami  Avas  in  the  main  evervwhere  tlie 
result  of  maladministration  of  rates  paid  in  aid  of  ' 
Avages,  of  relief  to  the  able-bodied  without  anv  re- 
turn ol  AA'ork,  and  in  terms  more  eligilile  tlian  re- 
gular industry.  As  a conijiromiso  Avith  the  ad\’0- 
cates  of  tlie  ]>opulation  theory,  proA'isions  AA'cre 
introduced  into  the  poor  law  amendment  Act 
tor  the  emigration  of  paupers  from  the  more 
heavily  burdened  districts.  Asa  Commentary  on 
the  theory  Mr.  Cliadwick  stated  tliat  in  a district 
Avhere  there  Avere  fully  30,000  persons  receiving 
out-door  relief,  after  the  ]KTssing  of  the  Act  tliere 
AA'as  great  difliciilty,  Avith  all  the  exertions  of  emi-  ' 
gralioii  agents,  in  filling  e\‘en  tAvo  ships,  ami  of  the 
liersons  Avho  Avent  away  in  tlieni  feAv  AA'ore  of  the 
class  for  whom  relief  aaus  intended. 

As  the  tiieory  that  labor  ami  food  AA*ere  nearly  j 
fixed  quantities,  from  the  jiopniation  being  pressed 
tiilly  up  to  the  means  of  subsistence,  it  Avas  pre- 
dicted l)v  the  economists  of  that  school,  that 
A\  hen  out-door  relict  to  the  able  liodied  Avasdis-  i 
eontinueil,  ami  the  recipients  throAvn  upon  the 
liiboi  market,  assumed  to  be  already  oA'erburdened, 
Avages  must  ineA'itably  fall,  ami  a dire  uggraAa-  ' 
tion  of  distress  ensue.  But  Avhere  the  laAv 
Avas  most  steadily  acteil  on,  AA'ages  rose.  The 
.sequence  of  facts  Avas  that  under  the  operation  of 
an  amended  administration  the  laborers  became 
more  steady  and  diligent.  Tlie  labor  was  more 
ellicient,  ami  made  tlie  return  to  the  farmer’s 
capital  larger.  Consequently  the  profit  and  tlie  , 
increase  of  the  fund  for  employment  of  labor  I 
enabled  and  induced  him  to  give  larger  Avages.  In 
those  same  districts  Avdicre  the  pressure  of  popu-  i 
latioii  was  then  deemed  the  most  decided,  Avith  i 
a greater  or  less  subsequent  increase  of  numbers,  ; 
there  soon  began  to  be  felt  a serious  scarcity  I 
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I of  labor  fur  the  ordinary  cultivation  of  the  laud. 
I Of  all  coinUrios  in  Enr<>]>e,  Ireland  Avas  re- 
I garded  as  the  best  illustration  of  the  population 
theory.  From  his  ob-;ervation.<  on  the  atlminis- 
1 tration  of  relief  to  Irish  ]):iui»ers  in  England,  i\Ir. 

I Cliadwick,  A\ith  Mr.  \ichoIls,  strongly  urged  the 
; (loAorument  to  a]i]ily  a system  of  compulsorv 
in-door  relief  for  the  able-bodied  in  Ireland,  anil 
I that,  too,  Avithont  any  law  of  ]>aroehial  settle- 
ment ; blit  only  with  the  Cnion  aduiinistrati\*e 
machinery.  It  was  anticipated  that  the  ucav 
Fnion  Workhouses  in  Ireland  Avonld  be  perma- 
nently SAA'amped,  and  that  greater  masses,  from 
the  greater  assumed  neci*ss:irv  destitution,  Avonid 
be  throAvn  as  burdens  upon  the  rates  than  in 
England,  lint  with  the  doors  of  the  Union 
Houses  thrown  open  to  the  able-bodied,  ami 
rations  better  than  those  common  in  the  laborers’ 
cabins,  ami  free  relief  to  tlie  destitute,  tlie  amount 
of  able-bodied  pauperism  and  tlie  itressnre  of  the 
p»xu*-rates  haA'e  lieen  less  in  Ireland  than  in  Eng- 
land, or  in  Scotland.  In  1857  the  rate  of  expen- 
diture in  poor-rates  Avas,  in  England,  8s.  8Id.  per 
annum  per  liead  of  the  population  ; in  Scotland, 
Avhere  the  administration  is  ehiefiy  of  out-door 
relief,  it  is  4s.  2d.  per  head  of  the  ]H>pnlation,  ami 
mcreavsing;  in  Ireland,  Avhich  ought  to  be  the 
heaAdest  burdened,  it  was  Is.  Pd.  per  head,  and 
diinini.shing. 

A\  hilst,  on  tlie  empirical  metliod  of  legislation, 
or  sentiment,  or  on  such  abstract  economical 
principle  as  there  may  at  any  time  Iiave  been  in 
tlie  minds  of  the  legislators,  it  AA*as  proved  in  re- 
spect to  previous  legislation,  “'I'liat  there  is 
scarcely  one  statute  for  the  relief  of  the  imiigoiit 
that  has  produced  the  eflert  intended,  or  tlial  lias 
not  created  neAv  evils,  and  aggravated  the  evils 
they  were  intended  to  counteract,”  so,  on  the 
otlicr  liand,  in  respect  to  the  legislation  on  the 
concrete  or  deductiA'c  metliod,  tliere  has  been 
nothing  cmiitted  which’  after-experience  has  not 
shewn  the  need  of  restoring.  The  want  of  sonml 
economical  knoAvledge  amt  legislative  ami  admi- 
nistrathe  principle  on  the  part  of  popular  repre- 
sentatiA’es  is,  hoAA'cver,  highly  unfavourable  to 
.systematic  legislation,  and  occasions  a c<niditicui 
of  the  representative  a.ssoml)Iy,  in  Avhich,  as  a 
general  rule,  no  large  systematized  measure  can 
l)c  cxpccti'd  to  pass  entire,  in  AAdiich  no  such 
ineasure  comes  out  not  merely  uniinjiroved,  but 
imjiaired  in  some  one  important  branch. 

The  fundamental  principle  of  a compulsory 
system  of  relief,  adopted  by  Mr.  ChadAvick’s 
colleagues,  was  cnuuciatfMl  iii'these  torm^  In 
all  cxtensiA'c  coimminities  circumstances  ^viU 
occur  in  Avhich  an  individual,  by  the  failure  of 
ills  means  of  subsistence,  Avill  be  exposrd  to  the 
danger  of  perishing.  To  refuse  relief,  ami  at  the 
same  time  to  punish  memlicitv,  Avhen  it  cannot 
be  proAcd  that  the  olfendcr  couhl  Ikia'c  olitained 
•subsistence  by  labour,  is  rejmgnant  to  the  com- 
mon sentiments  of  mankind.  It  is  repugnant  to 
them  to  punish  e\'eii  depredation  apparently 
committed  as  tlie  only  recourse  against  Avant. 

In  all  exteiisiA'c  communities  the  occurrence  ot 
extreme^  necessity  i.s  prevented  by  almsgiving, 
by  public  institutions,  supported  by  endoAvnieiits 
or  by  voluntary  contributions,  or  by  a provision 
jiartly  A'oluntary  ami  jiartly  compulsory,  or  bv  a 
provision  entirely  coinjmlsory,  Avhich  inav  ex- 
clude the  pretext  of  ineiidicaucy-  But  in  no  ]>art 
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.r  Enrt'i'O,  Ku‘rlan‘1  excc^tv'd,  has  it  )tc(  ii  Ihnii^^hl 
(t  that  tile  lu’evi^inii,  >v|ii‘tiii*r  eniupiil-itiry  or 
ohintary,  slioiihl  be  a^Jitlied  to  more  than  the 
eliet’  of  imli^einv,  the  state  of  a (tersoii  umilile 
it  labor,  or  unable  to  obtain,  in  return  for  his 
abor,  the  means  i»!  siibsistemu!.  It  has  never 
leen  deemed  e\]»edient  that  the  )»rovision  .■'houhl 
•\trml  to  the  relief  of  that  is.  the  state 

if  oiie  wlio,  in  order  ti>  obtain  a meri' Mib-'isteiice, 

- foired  t'»  have  reemiv^e  to  labor.”  1'lds  tlis- 
iin  tion,  Nviiieli  was  marked  by  Heiitliam,  between 
mliiTtuK  c ainl  imverty,  is  one  betwron  lar;ie 
>r;iaiiie,  eeoimmie  priud)iles,  tlie  >\ant  of  peree]i- 
ion  of  whieh,  and  the  attemiit>  to  relieve  not 
tierely  indii-vnee,  but  ]toyrrty,  Itave  been  ^reat 
^iieialistie  error,  and  have  everywhere  been  pro- 
luetive  i»f  uijurions  results. 

One  main  objeet  of  tu*o]wrly  administered 
iroviMon  for  the  relief  of  the  india'ent.  is  the 
.reveiitioii  of  mendicity.  As  apjdied  to  Ireland, 
provisions  were  intnMlueed  for  the  ooiuairnait 
•etuin  Ilf  the  ])oliee  to  repress  and  rid  of  t!u‘ 
luondieily,  hy  ulneh  that  eoiintry  vas  heavily 
illlieted,  but  there  Wi-n*  provisions  omitted,  in 
’■Hii?ej|UeMce  ol*  tin*  uppi'shiim  of  CfCoiimdl,  to 
anythimr  which  would  iiitei-fere  with  the  senti- 
ments of  till*  Iri>h  prii'>tliooil  in  favor  of  alms- 
:rivinxr.  So  that  in  Irelaud.  the  rate-payers  aiv 
-till  heavily  burdened  with  the  viei‘s  of  iiieii- 
dieity,  eoneurreiitly  with  the  tax  of  the  poor- 
rates.  The  new  law,  however,  un|)erf(‘et  as  it  is, 
ha.-  remliTed  heiudits  far  more  than  iM|uivaleiit  to 
the  tax.  It  has  facilitated  the  diminution  of  th(‘ 
wretched  cottier  liohlin^^  and  the  application  of  ] 
capital  to  the  imiiroved  cuUivatioii  of  laml,  and 
an  imi>i*oved  demand  for  labor  and  a rise  of 
wa;;e>.  'i'he  indn.-trial  traininj;  ami  edneation  of 
orplian  children,  and  the chihlmi  of  tlie de.-lifnte, 
in  the  new  poor  law  nniuu  .•schools,  is  stich  as  to  con- 
vert the  luveditary  va^a-aiits  and  memlicaiits  into 
permanently  pniductive  laborers,  and^tood  subjeets. 

liesiiles  the  »*rdinary  pnrt>oses  of  workhouses, 
the  new  riiiou-hou>es  serve  as  hospittds  and 
mtMlical  institutioiKs,  wluTe  tiiere  were  none 
before.  Hut  for  these  houses  for  the  reception 
and  treatment  of  the  fever-stricken  during;  the 
period  of  the  potato  failure  and  famine,  ami  for 
the  service  of  tlie  new  administraih  e machinery 
durin^  that  calamity,  it  would  have  been  terribly 
atr^ravated.  With  all  deductions  made,  the 
Irish  poordaw’,  \vitli  its  administration,  is  the 
nearest  reali/.atiou  of  the  measures  devised  under 
tlieEnglmh  jioor-law' commission  of  im(uiry,  ami  is 
the  best  approximation  to  sound  ecamomical  and 
administrative  ju'Inciplc  of  any  in  Europe.  In 
England  the  want  of  an  organized  country  con- 
stabulary, which  was  the  object  of  the  constabu- 
lary three  commission,  was  an  obstacle  to  the 
elUcient  direction  of  the  new  i)Oor-law  machinery 
to  the  ]ircvciition  of  vagrancy,  and  of  niendicUy. 
'Ihe  jiveseiit  organization  is  deficient  also  for 
breaking  the  hereditary  pauper  succession,  by  the 
sound  industrial  training  and  education  of  pauper 
chihlmi,  of  whom  a large  proportion  under  petty 
local  management,  continne,  or  return  as  perma- 
nent burdens  upon  the  rate.s. 

IJefore  systematic  investigation,  or,  indeed, 
after  it,  v itii  some  of  the  most  succe.ssful  local 
admini.-trators,  the  general  view  was  to  operate 
upon  tlie  pari^lles  singly  and  separately  for 
the  reform  of  their  administrations.  Even  ^Ir. 


Xii'holis,  who  had  refu’incd  the  administra- 
tion of  <>iu*  luiriMi  serving  as  a imulel,  as  shewn 
by  ids  original  an.swers,  only  eointemplatcd  pro- 
ceedingMviih  the  parishes  singdy,  or,  in  rare  cases, 
the  union  t»f  two  jiarishes.  Mr.  Senior’s  (>rigiiml 
plan  was  to  operate  for  tlie  n-pressiou  of  malad- 
mini>lration  in  the  single  parishes  by  an  exten- 
sive admini.-tratifm  of  govenimeiit  anditors.  at  an 
i'xprnse  of  TbOO.OOO. 

Among  the  grounds  alleged  by  Economists  of 
the  geometrical  scIkhiI  of  reastudng  fm*  maintain- 
ing the  ehargeahilitv  of  destitution,  and  Ihe  adnd- 
iiislration  of  relief  in  small  areas  "i-  tiie  .separate 
parishi'S,  were  these,  that  it  hroughl  the  burden 
nearer  to  everv  maifs  door,  that  it  gave  to  the 
W(‘althy  an  interest  in  taking  care  of  the  poor 
(meaning  the  laboring  classes),  in  order  that 
thev  might  liot  become  burdensome  to  their 
parishes.  A KirtlH-r  advantage  stated  was,  that 
il  gave  to  tho'O  at  whose  expense  a siipcralmn- 
(hint  population  must  be  relieved,  an  interest  in 
checking  population  or  preventing  improvident 
marriages. 

The  exannuation>  of  Mr.  Chadwick  shewed 
(hat  the  praetieal  ajiplieation  of  those  hypolhe-es 
was  everywhere  fraught  with  misi-hief.  “-'I'lie 
interest  creati-d  by  the  law  of  settlement,  or  hy 
the  imposition  of  tlu‘  burden  Ujioii  tin*  proprietors 
ill  the  narrow  locality,  wa.s  not  an  inter<-st  to  (h> 
all  these  thing.s  any  more  than  it  eoiihl  be  said 
it>  be  an  inti  rest  on  the  part  of  a landlord  to 
ti*ach  his  tenantry  geometry,  if  by  learning 
geometry  m*  anything  (*lse  a man  might  bi‘ 
enabled  to  gain  his  own  livelihood.  The  interest 
really  creati’d  w'as  simply  an  interest  in  getting 
rid  of  the  Imrden,  and  that,  too,  by  the  shortest 
meau'i.  Unfi  rtunately,  the  shortest  means  were 
found  in  shifting  the  burden,  and  unhappily  this 
process  of  shiftingwas  always  accompanied  by 
the  creation  of  additional  burdens.”  Hence  the 
pulling  duw'ii  Cottages,  the  bandying  about  of 
paupers.  .Mr.  Heiitliam’s  plan  of  paniier  manage- 
mi'iit  was  an  entirely  o})posite  course,  of  suli- 
miitiug  tlu' w hole  to  one  great  contraetiug  com- 
jmny,  and  receiving  ditfereut  classes  in  large  ami 
peculiar  strictures  on  the  panopticon  ]iriiicip!e. 
Mr.  Chadw'iel;  objected,  in  the  tirst  jilace,  that 
practically,  < ven  if  tlic  principle  of  contract 
managemeut  were  at  all  likely  to  gain  accept- 
ance, that  it  required  an  amount  of  trained 
administrative  ability  to  conduct  it,  which  had 
to  be  created,  and  that  for  w ant  of  such  ability 
the  contract  principle  liad  to  be  abandoned, 
w hen  it  would  in  competent  liands  be  otherwise 
highly  benetii  ial.  He  took  Ids  stand  upon  ground 
previously  enunciated  in  18*28,  in  his  article  on 
the  administration  of  ]uiblic  charities,  in  the 
l^oudon  Review,  wherein  he  described  the  ad- 
vantages of  consolidating  the  admiiiistratioii  of 
the  funds  and  the  several  establishments  for  the 
relief  of  the  poor,  “Hy  the  adoption  of  this 
system,  a better  classification  is  obtained, 
by  a bettf-r  classilicatiou  a more  close 
scrutiny  int't  the  cases,  and  a more  efficient 
application  d’  the  means  of  relief.  Cut  up  a 
ilislrict  into  small  sub-divisions,  and  in  each  of 
them  may  perhaps  be  found  one  or  tW'O  blind, 
one  or  tw'o  maimed,  several  idiots  or  hiiiaties. 
These  will  not  be  attended  to,  or  badly  attended 
to,  or  if  well  attended  to,  it  must  be  at  great 
expense.  Interest  and  exertion,  which  can  rarely 
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be  insured,  would  be  requisite  to  get  tleni  jir 
vided  lor  in  independent,  and  ]>erha]i3  very  dis- 
tant establishments,  lireak  down  these  subdi- 
vision.s,  bring  the  whole  of  the  objects  to  be 
provided  for  within  one  general  management, 
and  estalilishments  may  be  formed  for  each  class, 
—the  blind,  the  lunatic,  and  the  infirm;  each 
will  be  much  better  jirovided  for,  and  at  a 
cheaiuu-  rate,  a greater  amount  of  pain  is  thu.s 
alleviated,  time  is  saved,  money  is  saved.  A 
large  class  may  be  made  to  work  wlien  a small 
one  cannot.  In  short,  all  the  advantages  of  the 
division  of  labor  are  gained  in  the  larger  aggre- 
gate, and  utterly  lost  in  the  smaller  ones."'’  A 
mass  of  evidence  wa.s  adduced  by  Mr.  Chadw’ick, 
in  .‘Support  of  this  principle,  which  the  Commis- 
sioners deemed  irresistible,  and  they  adopted  it. 
He  contended  for  the  formation  of  Unions  suffi- 
ciently large  for  the  classiticatiou  of  the  pauiiers 
in  sejiarate  houses,  assigning  one  house  for  the 
able-bodied  adult  male  paujicrs,  another  for  the 
aged  and  infirm,  but  above  ail,  one  for  the  indus- 
trial training  and  education  of  orjihan  and  other 
j»aui>er  children.  For  this  course,  the  existing 
workhouses  and  buildings  would  have  been  '^ene- 
rally  sufficient,  and  new  houses  would  only*jmve  ' 
been  required  in  thinly  pojmlated  rural  districts,  ' 
and  in  exceptional  cases.  This  view  of  the  classili- 
cation  of  ]>aupers  in  so]^arate  houses,  in  I’uions  ' 
sufficiently  large  to  cllect  it,  was  adojited  hy  Mr. 
Senior,  and  the  other  Commissioners  of  Inquiry  ^ 
]).  306-14),  and  pow'ers  for  carrying  it 
into  effect  were  provided  for  in  the  Poor  J^au^  I 
Amendment  Act.  Partly,  however,  bv  the  in- 
tluence  of  the  members  tor  the  metropiffitan  dis-  | 
tricts,  who  w'ere  returned  chiedy  by  tlie  vestries 
of  the  larger  sejwate  parishes,  aud'jiartly  by  tlie 
want  of  jireparation  in  economical  and  adminis- 
trative priuei]tle  of  the  tirst  Hoard  of  Commis- 
sioners, the  original  measure  was  set  aside,  ami 
the  princijile  of  classification  in  single  houses  was 
maintained,  and  new  union-houses  constructed 
throughout  the  country.  In  tlie  course  of  ex- 
perience of  the  working  of  this  principle  of  clas- 
sification in  single  houses,  how'ever  large,  it  is 
found  to  fail  most  seriously  as  respects  tlie  future 
source  of  mendicancy  and  jiauperism,  the  orplian, 
deserted  and  destitute  children.  In  town  dis- 
tricts it  has  become  matter  of  complaint  that  few 
of  the  females  from  these  houses  turn  out  well, 
and,  indeed,  that  they  form  the  jirincipal  source 
of  the  prostitution  of  the  streets.  In  consequence 
of  the  comiilaints  of  these  evil  results,  and  the 
experience  of  the  genera!  imiiracticability  of  pre- 
serving children  from  the  evil  infiiience  of  the 
adult  paupers  living  under  the  same  roof,  so 
much  of  the  original  plan  of  administration,  for 
classifying,  in  populous  districts,  in  separate 
houses,  has  been  reverted  to,  as  relates  to  chil- 
dren. Powers  have  been  given  for  the  formation 
ol  schools,  tor  districts  of  unions,  with  the  con- 
sent ot  tlie  local  boards.  Such  consent  has  been 
obtained  only  in  a few  instances.  Hut  such  as 
have  been  obtained  have  been  attended  with 
icnnirkable  demonstrations  of  administrative  and 
educational  pow'er,  when  exercised  on  sound 
principles.  AVhereas  formerly  only  one  out  of 
three  orjihaii  children  brought  up  in  the  inferior 
parochial  establishments,  and  two  out  of  three 
of  the  somcAvliat  improved  union  establishments, 
became  permanently  jiroductive  laborers,  in  the 
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complete  and  separn^o  di-trict  .schools,  wit!i 
] api>ropriate  industrial  training,  as  well  as  sound 
book  iiistructioa,  the  great  bulk,  with  few  or 
I slight  exceptioiis,  were  got  into  jiennaneutly 
I jinKluctive  occiqiations,  and  that  of  a dt-gn'c 
I above  tlie  lowest  sort  of  labor. 

; Hesides  tlie  moral  and  social  coneliisioii.s  deriv- 
ed trom  siieli  demon.si rations  of  atluiinistrative 
and  educational  power  for  the  conversion  of  liere- 
, ditary  mendicants  and  vagi*auts  into  a settled  in- 
dustrial ami  productive  population,  'Mi\  Chadwick 
gives  the  following  as  the  chief  cconomiea!  con- 
ditions evolved,  and  it  may  be  presented  as  an 
exanqile  of  hi.s  method  of  treating  social  ami  ad- 
I ininistrative  questions.  “ Every  child  or  person 
, living  at  large  as  a mendicant  costs  the  public  as 
much  as  he  conhl  be  maintained  fur  in  a well  ad- 
I ministered  ]mb)ic  estabiishment,  still  more  will  he 
! cost  to  the  public  by  hi.s  spoil  and  waste  as  a de- 
predator. Taking  fhe  average  cost  as  low  as  two 
.shillings  per  week  from  infancy  (and  in  re-]ioet- 
ablo  contract  establiMimeiits  on  a large  scale  it 
was  more  than  dtmbic)  for  food,  clothing,  Iioiise 
room  and  care,  a pauper  child  will  have  co.'-t  £70, 
and  may  be  considered  as  an  investmeut  of  capi- 
tal to  tliat  amount,  at  fourteen  years  of  age,  a 
period  at  which  he  ought  to  be  enabled  to  earn  (or 
replace  by  an  equivalent)  his  own  subsistence,  and 
something  over  and  above  as  payment  to  tlie  ea|fi- 
talist.  Ids  employer,  as  interest  on  cajiital,  as  well 
as  the  labor  and  risk  of  i»roviding  ami  the  skill  of 
siqierintending  pruductive  labor. 

“ Under  an  iinskilied,  ignorant,  and  incompetent 
local  administration  of  the  funds  raised  for  the 
reli(‘f  of  tlie  indigent,  two  out  of  three  of  the  in- 
vestments in  the  training  and  education  of  pauper 
cluldren  were  lost,  that  is  to  say,  the  subjects  re- 
turned as  permanent  burdens  n]>oii  the  public,  if 
not  immediately  a.s  pauper.s  upon  the  streets,  as 
mendicants  or  deiinqiicnts.  In  whiehsoc'ver  coii- 
I ditiou  tliey  lived,  the  expen.^e  for  their  maime- 
nance  for  the  remainder  of  life  (which,  according 
to  the  insurance  tables,  would  from  the  adolescent 
stage  average  about  40  years)  would  not  be 
less  than  double  the  previous  rate,  and  would  mu; 
be  less  tliau  £400  in  addition  t<»  bringing  up  the 
individual  to  the  adolescent  stage. 

“ U])oii  every  three  investments  for  maintenance 
to  the  adolescent  stage  there  was  a lo.ss  of  two, 
and  a subsequent  los.s  of  not  Ic.ss  than  £800.  The 
jirison.s  of  Great  Hritain  contain  an  average  of 
not  less  than  20,000  able-boilied  ]>ersons,  chiellv 
of  these  legislative,  administrative,  and  economical 
laiinres.  That  prison  popiilaliou  being  kejit  iqi 
from  far  greater  numbers  living  at  large,  of  wliidi 
upwards  of  100,000  are  recognized,  ami  iijion  the 
books  of  the  police,  are  the  criminal  and  vicious 
stock  living  upon  the  community.  Hut  an 
improved  administration,  involving  the  servici*s 
of  trained  and  skilled  teachers  at  an  additional 
expense  of  not  more  than  from  £1  !«i  £l  los. 
per  case  ]>er  annum,  of  tlie  period  of  school  toacli- 
ing,  or  on  the  average  about  £24  of  additional  ex- 
pemlitiire  skilfully  administered  on  the  three,  the 
entire  investments  are  saved,  with  a few  excep- 
tions. The  economical  results  are  remh  redso  far 
certain  that  comjxqent  officers  might  guarantee 
their  accomplishment,  and  the  conversion  of  or- 
phan children  intogood  ami  productive,  instead  of 
bad  subjects,  at  an  insurance  charge  of  about  two 
per  cent.’* 
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A wi'll-administcvcd  public  provision,  by  com- 
imlsory  rates,  for  llic  relief  tif  the  destitute,  as 
contended  for  by  Mr.  Chadwick,  be^ide-^  fjiviu" 
to  the  community  conlidcnt  assurances  ot  the  ^ 
strict  performauco  of  the  duties  uf  prnvidinft  for 
the  reallv  de>titiite,  relieving;  the  minds  of  labor- 
ers from* the  ai»prehension  ofsutlVrin;;  from  nnin- 
surablc  calamities,  and  rclievini:?  the  minds  of 
others  from  the  pains  of  sympathy,  arisinfr  from 
the  extreme  calamities  that  may  or  do  befall  any 
piirtioii  of  the  comiumiity,  it  has  an  economical 
value,  as  sustaiiiinj;  productive  labor,  by  shield- 
iu;i  the  laborers  from  the  pernicious  iiitluence  of 
habits  of  inemlicaiicy,  which  has  so  depreciatin;^ 
an  etlVct  on  the  industry  of  some  continental 
communities.  2ndly,  by  abatiiijt  the  jiressurc  of 
the  tax  of  mendicity.  3rdly,  by  breakiuj?  the 
moiulicaut  and  ]>auper  succession  in  the  manner 
above  exemplihed.  It  has  also  a jurisjuuideutial 
value,  as  stren-rthcniii"  the  hands  of  justice  for 
the  repression  by  imnishment  of  large  classes  of 
olfences.  An  ill-coiisidercd  and  an  ill-adminis- 
tered provision  fur  the  relief  of  destitution,  lias 
the  reverse  tendencies,  ami  a pernicious  infiueuce 
oil  juiblic  econemy, chiefly  by  giving tothe  labor- 
ing classes  the  slave's  security  against  want,  >vith 
the  slave’s  indiflereiice  to  exertion  for  the  attain- 
ment of  results  in  which  he  has  no  adetjuate  in- 
terest. This  was  one  marked  cftcct  of  the  local 
administration  of  the  poor  rates  in  England,  under 
the  huv  of  pann-hial  settlements.  In  a large 
pn)])ortiou  of  the  country,  which  ^Ir.  Chadwick, 
in  his  evidence  before  a committee  of  the  House 
of  Coinnnms,  designated  as  the  slave  labor  dis- 
tricts, any  one  who  purchases  a whole  parish, 
in  eflect  often  purchases  the  stock  of  labor,  almost 
as  much  as  the  game  ui>ou  it.  The  agricultural 
laborers  upon  it'  will  find  difliculty  in  obtaining 
engagements  in  any  of  the  adjacent  parishes,  from 
tlie  apprehension  'that  they  may  obtain  settle- 
ments. Within  their  own  parishes,  wliether 
they  Avork  well  or  ill  the  parish  must  maintain 
them,  and,  comiiaratively,  they  work  ill,  and  they 
are  commonly  comparatively  dear  at  half  the 
wages  earned  in  other  districts.  The  mere  blind 
lust  of  dominion,  ami  the  supposed  interests  of 
the  large  laud  owners  of  single  parishes  in  the 
House  of  Coininous,  ami  tlic  low  state  of  economi- 
cal and  administrative  ]u*inciple,  has  hitherto 
\)reveiited  the  most  important  portion  of  the 
original  plan  of  pour  law  amendment,  the  repeal 
of  the  law  of  pantchial  settlement,  or  the  siibsti- 
tmitm  of  chargeabiliiy  on  large  areas  as  in  Ireland, 
Avithout  any  settlemeiit  Avhat'oever, being  adopted. 
Sucii  partial  improvements  as  have  been  eflected 
in  poor  hiAV  administration,  have  occasioned  an 
average  reduction  of  between  one  ami  two  millions 
on  ijreviuiis  expenditure,  but  a cuntiuiied  excess 
of  betAveeii  one  and  tAVo  millions  is  estimated  as 
due  to  the  derelictions  of  principle  si»ecilicd,  and 
other  remaiiiiug  shortcomings  in  the  original  out- 
lines. 

.Mr.  Chadwick  entered  into  close  investigations 
of  the  conditions  aftccting  the  ellicieucy  and  ju’o- 
ductiveness  of  laboring  populations,  and  tlience 
of  il:e  Wealth  of  Xatious.  'I'he  chief  of  these 
conditions  are  sanitary,  aflecting  the  bodily 
strength,  mental,  iududiiig  other  than  those  de- 
rived from  book  iustniction.  At  the  Congress 
of  Jjieiifai.since  held  at  Hrussels,  he  read  a paper 
in  Avhich  he  sheAved,  Avith  tiie  concurrence  of  ex- 


perienced foreign  employers  of  labor  on  a largo 
scale,  that  as  a rule,  ami  in  tiieir  actual  comlition, 
two  Anglo-Saxon  laborers  were  equivalent  in  the 
]u-otluctivem  ss  of  tlieir  labor  to  three  modern 
Xorman,  or  ihree  Danish,  or  three  German  Ia!>or- 
ers.  In  tlii>  economical  condition  in  Avhich  the 
labor  of  two  is  equal  to  throe,  the  food,  the  cloth- 
ing, the  hou-^c  room,  ami  the  Avhole  expense  of 
one  is  saved,  ami  constitutes  a fund  Avhich  is  di- 
visible between  the  two  ami  the  ca])italid  as 
profit.  In  tlie  extra  wages  of  the  English  A\'ork- 
man,  Avhicb  are  generally  one  half  higher  than 
the  AA'agcs  of  the  AA'orkmaii  of  any  other  nation, 
tlie  extra  produce  obtained  is  so  divided,  and  if 
he  chose  it  might  be  saved  by  him.  It  follows 
that  the  economical  efticiency  of  the  tAA-enty-six 
millions  of  the  English  pojmlation  is  mon*  than 
equivalent  to  that  of  the  thirty-six  millions  of 
the  iiopulatioii  of  France,  or  of  the  other  popula- 
tions one  third  more  ihiuutous.  Mr.  Cliadwdck’s 
economical  view  of  the  condition  of  the  jieople 
I of  Ireland  question,  founded  on  the  condition 
affecting  the  efticiency  of  the  Irish  laborers, 
differed  largely  from  that  of  the  political  agitators 
as  Avell  us  the  ecimomistsof  the  day.  In  the  first 
place,  from  the  Irish  laborer,  as  a Koimiii 
Catholic,  observing  the  saints’  days,  from  his  re- 
I gular  attcinlauce  Aveekly  at  markets  though  he 
has  nothing  to  sell  or  to  buy  there,  his  attendance 
at  fairs,  at  the  funerals,  ami  lawsuits,  and  feuds 
of  his  tribe,  his  Avorkiiig  days  of  productive  labor 
are  less  than  two  hundred  in  the  year;  Avhile  the 
AA’orking  days  of  his  year  are  thus  nearly  one 
third  less.tliuii  those  of  the  English  laborer,  the 
Avorkiug  hours  of  the  Irishmairs  days  at  liome 
are  feAver,  and  generally  not  more  than  half  so 
productiAx*  as  those  of  one  Irish  laborer  working 
under  an  English  regime,  or  those  of  an  Englisli 
laborer.  By  the  Ioav  sanitary  conditions  of  the 
Irishman's  ( abin,  the  years  of  his  life  and  Avork- 
ing  ability  are  reduced  by  one  third  beloAV  that  of 
a healthy  English  agricultural  laborer.  Foreign 
economists  agreed  that  the  like  deficiency  of  the 
Avorking  hours  of  the  day,  of  the  days  of  the  year, 

! ami  the  years  of  life,  accompanied  and  caused  the 
I poverty  of  populations  Avithiii  their  oavii  vicAv, 

I which  it  hu‘l  been  coniimm  to  ascribe  toumu'oid- 
I able  pressures  on  the  means  of  subsistence. 

I Upon  his  OAVii  investigations  in  the  poorest  dis- 
I tricts  most  ruA'aged  by  ei»idemics,  he  alleged  in 
I respect  to  tlie  doctrine  of  the  iioimlatioii  check. 
“ Av  here  the  pressure  of  the  causes  of  mortality 
is  the  greatest,  Avhere  the  average  age  of  death  is 
the  loAvest,  iiul  the  duration  of  life  is  the  shortest, 
there  the  increase  of  population  is  the  greatest. 

! The  proponion  of  children  is  great,  because  life 
is  short,  ami  the  generation  transient,  the  middle 
I aged  and  the  aged  are  swept  aAvay  in  large  pro- 
I portions,  and  marriages  are  disproiiortioiiably 
early.  But,  says  a Political  Economist,  in  an  essay 
in  support  of  Mr.  Malthus's  vicAv,  ‘ Tlie  effect  of 
: wars,  plagues,  and  epidemic  disorders,  those 
1 terrible  coirectives,  as  they  have  been  justly 
termed  by  Ur.  Sliort,  of  the  reduiulauce  of  niaii- 
kind  outlie  jiriiicipleof  population,  sets  its  opera- 
tion ill  the  most  striking  point  of  view.  These 
j scourges  tend  to  place  an  old  country  in  thesitua- 
; tiun  of  a colony.  They  lessen  the  number  of  in- 
I habitants,  without  in  most  cases  lessening  the 
' capital  that  is  to  feed  and  maintain  them.’  What 
, I appreheml  the  actual  facts  Avlien  examined 
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place  ill  a striking  point  of  view,  is  tlie  danger  of 
adopting  com  Iusi(nisdeei‘ly  affecting  the  interests 
of  eommuiiities  on  hyi>othetical  reasonings,  and 
Avithont  a careful  iiive.''tigation  Avhetlier  the  facts 
sustain  tliem.  Tin*  facts  themselves  Avheii  cx- 
ainiiieil,  shew  that  (be  it  as  it  may  Avith  Avar) 
epi«Ieniic  disorders  do  not  lessen  the  number  of 
inhabitants,  and  that  they  do,  in  all  cases  that 
have  been  examined,  lessen  the  capital  tliat  is 
to  feed  and  maintain  tliem.  Tlioy  lessen  the  pro- 
jtorliim  of  productive  hands,  ami  increase  the 
proportion  of  the  helpless  ami  dciiendent  hands. 
They  place  every  commnuity,  new  or  old,  in  re- 
spect to  its  productive  economy  in  the  position 
Avhich  the  fanner  Avill  imderstaml  by  the  like 
effects  of  epidemics  upon  his  cattle,  Avheii  in  order 
to  raise  one  horse,  tAvo  colts  must  be  reared,  ami 
tlie  natural  period  of  Avork  of  tlie  one  reared  is, 
by  disease  and  premature  death,  reduced  by  one- 
third  or  one-half.*’ 

These  conclusions  arc  to  be  understood  as 
applicable  to  ordinary  epidemic  visitations,  and 
mtt  to  such  extraordinary  occurrences  as  that  of 
the  general  potato  failure  and  the  Irish  famine, 
Avliich  led  to  so  enormous  and  conlinuetl  an  emi- 
gration as  to  preclude  the  inniiifestalion  of  any 
reMilts  in  tlie  juiAver  of  reitroducfion  in  Ireland 
itself  after  the  visitation.  The  chief  benefit  Avhich  : 
has  accrued  from  it,  lias  been  in  breaking  up  con-  ^ 
<lit  ions  of  holdings  in  Avhich  the  eflieient  application 
of  capital  and  labor  to  production  is  iireveiiled.  ■ 
Evidence  may  be  adduced  from  actual  results,  j 
that,  under  a highly  adA’anceil  system  of  agriciil-  ! 
turo,  a more  luimeroiis  and  highly  paid  jiopulatiou 
Avoiiid  be  needed  than  Ireland  lias  yet  borne  in 
any  exteusi\'e  district.  But  the  increase  of 
births  under  ordinary  e|)idemic  visitations  and 
high  amounts  of  mortality  appeared  iu  the  course 
of  Mr.  ChadAvick’s  iiiA'cstigatioiis  to  arise  from  a 
idiysiohigical  cause,  such  as  Avould  be  a])t  to  be  ' 
oA'erhxiked  iu  cursory  examinations.  It  Avas  | 
CA'olved  thus: — In  the  course  of  the  investigation  ! 
of  the  system  of  parochial  ailoAvances  in  aid  of 
tlie  Avages  of  laborers  Avith  families,  and  of  pay-  , 
meats  on  account  of  the  number  of  dependent  I 
children,  it  appeared  that  in  tlie  rural  and  least 
unhealthy  lUstricts  the  intervals  of  births  averaged  ; 
tAvo  3'oars,  so  that  if  there  Avere  a family  of  eight  ' 
children,  the  eldest  Avas  sixteen  years  of  age,  the  , 
next  fourteen,  and  the  next  below  that  tAA'elve,  ' 
each  of  whom  Avas  callable  of  jiruductive  labor. 
But  on  attempting  to  apply  this  rule  as  U>  the 
intervals  of  births  to  the  most  uidiealthy  tOAvns  ' 
districts  it  Avas  found  to  be  Avholly  at  fault,  the 
intervals  of  births  then  aA’craging  only  about  one 
year.  The  reason  being  the  physiological  one,  that 
AA'hen  the  infant  is  cut  off  at  the  breast,  coiici-ptioii 
takes  place  almost  immediately,  Avliilst  it  is  deferred  j 
generally  so  long  as  the  child  continues  to  suckle, 
and  by  deferring  the  Aveaniiig,  the  intervals  of  birth  ' 
may  be  protracted  as  long  as  tliree  years. 

To  the  general  result  of  the  increased  fecunditv  ' 
concurrently  with  an  excessive  niortalitv,  other  ^ 
causes,  Avhicli  are  thus  stated  by  him,  appwir  to  be 
contributory — “ In  Avorks  Avhere  the  average  ? 
]>eriud  of  AAorking  ability  is  extended  to  the  t 
natural  ]>eriod  of  superauuuation,  Avhich  the  ovi-  t 
deuce  sheAvs  that  a combination  of  internal  and  J 
external  sanitary  measures  may  be  expected  to  a 
give, — namely,  an  average  of  full  flO  years,  the  ' i 
account  for  one  place  Avould  be  one  superannuated  c 
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Avorkman  and  one  AvidoAA-,  and  a family  of  four  nr 
live  Avell  groAvii  children,  aaJio  having  received 
parental  care  during  tiiat  i>eri(»I,  will  probably  all 
liaA’e  obtained  before  its  tenninution  the  means  of 
independent  self-su])]K>rt.  Whereas  Avitli  a jMijm- 
latioii  of  only  lifte(*n  or  tAventy  years  of  Avorking 
ability,  the  >amc  place  of  Avoi  k may  during  the 
.^ame  period  h:iAe  been  tilled  by  two  generalions 
and  one-fourth  of  AAork  jieojile,  not  one  of  Avliich 
has  liroiight  all  the  cliiidi*eii  depemlent  on  it  to 
maturity,  or  a condition  for  self-support ; ami 
the  account  of  AvidoAvhood  and  orphanage  Avill 
frequently  for  the  same  jiiace  of  AA  ork  staml  thus  : 

AVorkruc'ii  Orplinii  Yi-iirs  toss  of 

prematurt  ly  tirail.  ChiMrcn.  btipporu 

J.  M , 1 WidoAV  . . 2 ...  oft 

S.  II..  I ,,  . . 7 ...  2i» 

H.  i 1 ,*  . . ii  ...  lo 

That  is  to  say,  three  AvidoAvs  instead  of  uiio,  and 
three  sets  i>f  stmited  and  imheullhy  ehildreii 
dependent  for  such  various  periods  as  iln»>e 
above  specified,  and  competing  for  employment 
at  the  same  )>lace,  iu>tead  of  one  set  of  Itealihy 
cliildrcii  arri\  ed  at  the  age  of  Avorking  ability  fJr 
self  supi>ort. 

“Tile  dependency  of  the  dui-atiim  of  life  upon 
tlie  physical  condition  of  the  population,  and  the 
connection  of  the  seA'eral  classes  of  moral  and 
economical  facts  Avith  the  proi»ortionate  mortality, 
may  be  thus  exemplified. 

“ Taking  the  four  eouiities  in  Irelaml  in  AvIiich 
the  proportion  of  mud  IioaoIs,  Avith  only  one 
room,  is  the  greatest,  and  tlie  four  counties  in 
Avhich  the  proportions  of  such  tenements  arc  tlie 
least ; havingobtained  these  pro[iortioiis,  1 directed 
other  returns  to  be  obtained  iu  their  order,  and 
confidently  anticipated  the  general  results  follow- 
ing from  the  facts  indicative  of  the  physical  cou- 
ditiun  of  the  i>opulatioii. 


Proportion  iht  cent,  of  families 
occupying  haUiuvtions  wJiicli| 
are  mud  cabins,  having  onl\ ' 

one  room *.  2‘J.  61. 

Proportion  of  deuihs  from  epi- 
demic disease  to  every  10,000 

of  the  population  ! 35..')  47. S 

Average  age  of  all  who  have' 
died  during  the  ten  years' 

ended  Gth  June,  1^41  ' 33.1  20.8 

Proportion  of  birlJis  to  the  popu- 
lation  33.4  opy 

Increa.«5e  per  cent,  of  tlie  popu- 
lation since  1»31 5.  fl.7 

Per  cent,  of  the  poimlation  1A[ 

years  and  under 3K.S  41. a 

AlK)ve  .’>0  years  11. ti  O.fi 

Proportion  |»er  cent,  of  male  and, 
temale  population  17  years  and' 
upwards— L'nmamed  4.A.2A  3'.i. 

Married 47.7.)  63. 

Per  cent,  of  tfie  population  6 
years  old  ami  upwards,  who 
can  neii her  read  nor  wTite  ...  42. S G'J.T 

Pn»j)ortion  of  crimes  of  riulcnec 
or  i»assion  to  each  10,000,  on 

an  average  of  S years,  to  Is-i-i.  32.  72. 

Itapes  and  assaults  with  intcut.  , 17.  j 4». 

He  states  that  the  fallacy  of  the  geometrical  rea- 
soning, Avhich  erects  pestilence  into  a good,  is  fur- 
ther illu.stratedby  the  effects  of  the  pro|Mjrtioiis  of 
the  deiieiulent  populations  of  Ireland.  Thus  in 
England  tlie  population  above  15  and  under  50 
years  of  age  in  every  10,000  is  5,023,  ami  this 
5,000  have  3,000  cliildren  beloAv  15  years  of  age 
dcpeiulcnt  upon  them.  In  Ireland  the  popuhuiou 
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alxtvo  15  years  of  age  is  4,000 — in  otlier  wor<ls 
there  are  li5  less  of  a<hilts  in  every  10,000  and 
tliis  smaller  ]troportion  of  living  adults  with  8 or 
It)  years  less  span  of  life,  or  working  ability,  have 
4,050,  or  450  more  ehildren  <lependent  upon  them. 

In  England  tliere  are  1,305  persons  in  every  ■ 
10,000,  or  13  f per  cent.,  above  50  years  old,  to  ox- 
tMcise  t!ie  inlliieiiec  of  their  age  am!  experience 
upon  the  community.  In  Ireland  tliere  are  only 
10jn  r cent.,  or  1,05b  in  every  10,000  of  the  popu- 
lation above  50  years  of  age. 

‘^If  the  deaths  in  the  whole  ofEnglaml  and  Wales 
had  been  in  the  ]iroportions  attained  in  some  dis- 
tricts, and  attainable  in  all,  namely  1 in  50,  there 
^^■ould  during  the  year  have  been  31,806  funerals 
b-:-s.  and  more  than  ten  times  that  amount  of  cases 
of  sickness  the  less. 

“If  the  proportion  of  births  in  the  whole  king- 
dom had  been  the  same  as  those  occurring  in 
average  healthy  districts,  sueh  as  tliat  of  tiie  town 
district  of  Hackney  fur  example,  of  1 to  4*2,  there 
would  have  lu-en  130,958  births  the  less  to  make 
up  lor  tlie  excess  of  deaths. 

“ It  may  be  observed  that  whilst  in  England  there 
are  5,02.1  itursons  between  15  and  50,  who  have 
3,(>10  children  or  persons  under  15,  in  America 
there  are  4,780  persons  living  between  15  ami  50 
years  of  age,  wlio  have  4,371  children  de]u*ndent  , 
upon  them.  In  England  there  are  in  every 
10,000  jici'MUis,  1,365  who  liavc  obtained  above 
50  years’  experience,  in  America  there  are  only 
831). 

“ The  moral  consequences  of  the  predominance 
of  the  young  and  passionate  in  the  American  com- 
munity, are  attoted  by  observers  to  be  such  as 
have  already  been  described  in  the  general  sani- 
tary re]H»rt  as  characteristic  of  tliose  crowded,  til- 
tiiy,  and  badly  admiui.'-tered  districts  in  England, 
where  the  average  duration  of  life  is  short,  the 
]»roportiou  of  the  very  young  great,  and  the  adult 
generation  tran^ient. 

“ In  the  course  of  some  iiKpuries  under  the 
Cmistiibulary  Force  Coinmissiun,  as  to  the  pro- 
portion." of  a ]iaid  force  that  would  api)arently  be 
re«|uisiie  for  the  i>rotectiou  of  the  ])eace  in  the 
maiiulactmiiig  di>trkts,  reference  was  made  to 
tile  meetings  iield  by  turehlight  in  the  neighbour- 
hood of  -Mauchcstir.  It  was  reported  to  us  on 
close  ob."ervation  by  peace  oilicers,  tliat  the  bulk 
(»f  the  assemblages  consist  of  mere  boys,  and  that 
tlh're  Were  .scarcely  any  men  of  mature  age  to  be 
.•^eeii  amongst  them.  Those  of  mature  age  ami  ex- 
perieuco,  it  was  stated,  generally  disaiiproved  of 
the  proceedings  of  the  meetings  as  injurious  to  the 
working  clas.-es  themselves.  Tlmse  ohler  men 
we  were  as'tireil  by  their  enqilovers  W'ere  intel- 
ligent, and  perceived  that  Cajiita!  and  large  Cap- 
ital >\as  Hot  tile  means  of  their  depression,  but  of 
tlieir  >teady  and  aluiudaut  support.  They  Avere 
gt'iierally  described  as  being  above  the  iuduence 
ol'  the  aiiarehieal  fallacies  wlueh  appeared  to  sw'ay 
ilie^e  wild  and  really  dangerous  assemblages. 
Tile  enquiry  which  rose  upiui  siieli  statements 
w .i",  Iniw  it  Inqqieiied  tliat  men  of  mature  age  feel- 
ing their  own  lR>r  interests  injured  by  tlie  pro- 
(‘eediugs  of  the  younger  portion  of  the  working 
clas^es,  IioAv  they,  the  elders,  did  not  exercise  a 
rrj.traiuiiJg  inllueiiee  upon  tlieir  le.ss  exi»erienced 
Icllow  Workmen*:'  An  inquiry  of  the  coviier  of 
Some  extensive  maiiiifacluriiig  jjrojiorty  on  whicli 
between  1,060  and  2,060  persons  were  maintained, 


at  wages  yielding  40s.  per  week  per  family, 
Avhether  he  coubl  rely  on  tlie  aid  of  the  men  of 
mature  age  for  the  protection  of  the  Capital  which 
furnished  them  the  means  of  subsistence  ? lie 
stated  he  could  rely  on  them  eontideiitly.  But 
on  ascertaining  the  numbers  (lualitied  for  service 
as  sjtecial  constables,  the  gloomy  fact  became  ap- 
parent that  the  proitortion  of  men  of  strength  ami 
of  mature  age  for  such  service  Avere  but  a small 
grou](  against  a large  croAvd,  and  that  for  any  so- 
cial indueuce  they  Avere  equally  Aveak.  The  dis- 
appearance by  premature  deatlis  of  the  lieads  of 
families  ami  the  older  AA'orkmeu,  at  such  ages  as 
those  recorded  in  the  returns  of  dependent  Avidoiv- 
liood  and  oriihanage,  mmst  to  some  extent  practi- 
cally involve  the  necessity  of  siqiplying  the  lapse 
of staid  inliuence  amidst  a young  population  by  one 
description  or  another  of  precautionary  force." 

It  Avas  part  of  the  ]iopnlation  doctrine  at  the 
coimiu  nct  mciit  of  the  present  century  that 
poverty  A^a^  the  result  of  an  inevitable  laAV,  and 
Avas  hence  the  parent  of  crime.  This,  if  true, 
would  have  tliiwii  gi’eat  obstacles  in  the  AA'ay 
I of  the  jH  nal  administration,  but  Mr.  ChadAvick 
states  Unit  a careful  and  close  inquiry,  made 
umler  the  constabulary  force  commission,  he 
“could  find  scarcely  an  instance  of  a respectable 
Avurkman  tailing  into  liabitual  delinquency  from 
tlie  pre.ssiire  of  any  distress,  Avhich  the  exercise 
‘ of  ordinary  prudence  Avouid  not  have  a\'erted — 
the  gener  il  condition  of  habitual  or  professional 
depredation  being  that  in  the  absence  of  a ]>ro])er 
preventive  police,  and  in  the  absence  of  appro- 
jiriate  pi  mil  administration,  delimiuency  paid 
better  thin  regular  industry."  And  o'cn  as  to 
I the  penal  statistics  received  by  Parliament  and 
the  ])ubli-:,  as  certain  measures  of  the  extent  and 
progress,  it  Avas  demonstrated  that  they  Avere 
Avholly  fallacioim.  As  an  example,  having  refe- 
rence to  the  social  evil,  aaIucIi  has  lately  attracted 
' great  attention  in  the  metropolis,  Dr.  Colquhonn, 

' a police  magistrate,  in  a AA'urk  on  the  “ police  of 
] the  metropolis,"  Avhieh  has  been  received  as  a 
I text-book,  stated  the  number  of  the  professed 
]U'ostitiites  at  the  commencement  of  the  century 
as  upAvjirds  of  50,000,  and  it  Avas  generally 
assumed  that  since  then,  they  had  increased  in  a 
' greater  ]iropurtion  than  the  }topulatioii,  but  on 
an  actual  enumeration,  it  Avas  found  that  even 
Avith  an  una\oidable  reduplication  of  numbers 
Avho  AveiG  enumerated  in  the  districts  they  re- 
soi'ted  to,  as  Avell  as  those  they  resided  in,  that 
the  actual  number  in  the  metropolis  did  not  ex- 
ceed seven  thousand. 

Adam  Smith  himself,  from  hasty  generaliza- 
tion, has  fallen  into  much  error.  For  example, 
in  siu  akiiig  of  the  effect  of  tlie  division  of  labour 
upon  the  intellectual  condition  of  the  masses,  ho 
says,  “111  the  progress  of  the  division  of  labor 
the  employment  of  the  far  greater  part  of  those 
Avho  li\  e by  labour,  that  is,  of  the  great  body  of 
I ilic  jicojile,  Comes  to  be  contiued  to  a very  fcAV 
simple  operatidiis — freiiueiitly  one  or  two.  But 
I the  undu-staiidings  of  the  greater  part  of  men 
are  necc>sarily  formed  by  their  ordinary  employ- 
ments. riie  man  whose  Avhole  life  is  spent  iu 
performing  a fcAv  siuqde  operations,  of  Avhicli  the 
effects,  too,  are  ahvays  the  same,  has  no  occasion 
to  exert  his  understanding,  or  to  exercise  his 
invention  in  finding  out  expedients  for  removing 
ditlicultho  Avhich  never  occur.  He  naturally 
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loses,  therefore,  the  habit  of  sueli  exertion,  and 
generally  becomes  as  stupid  and  ignorant  as  it 
i.s  ])ossible  for  a human  being  to  become.  The 
torpor  of  his  mind  renders  him  not  only  incapa- 
ble of  relishing,  m*  bearing  a i»art  in,  any  rational 
eonversalioii,  but  of  conceiving  any  generous, 
noble,  or  temb*r  sentiment,  and  cunseqtiently  of 
forming  any  just  judgment  concerning  many  of 
the  oriliiiarv  duties  of  ]iri\'atc  life.  Of  the  great 
and  exteiisiA'c  interests  of  the  country  he  is  alto- 
gether ineaiiable  of  judging."  ( Wrnlfh  itf  Xati<ms^ 
B.  v.c.  i.)  OtluT  economists  haveadojited  the.se 
gloomy  view’s  of  the  inllueiiee  of  the  subdivision 
of  labour.  It  is  not  to  be  supposed  of  sucli  a 
man  as  Adam  Smith  that  he  dnwv  this  |)icturc 
solely  from  imagination,  and  that  lie  had  no 
instances,  as  he  might  ha\‘e  had,  of  the  kind 
described.  .Mr.  Chadwick,  Avhilsl  denying  tlie 
fact  as  to  the  general  results  being  as  ]ua*dieated, 
asserts  tliat  the  vei\v  reverse  is  the  actual  ten- 
ileiicy  of  tlie  progros  of  labour.  lie  finds  labo- 
rers engaged  in  subdivisions  of  labor  cuusistiiig 
of  semi' automatical  operations,  manifesting  a 
higlier  degree  of  mental  cnlti\ation  than  others 
A\hose  oeciqialions  are  in  A*arii*d  occuiiations  re- 
quiring more  of  thought.  He  finds  hand-loom 
w eavers  studying  geometry,  shoe-makers  advanc- 
ed in  }>olemics,  tailors  i»rominent  in  politics, 
Avhilst  engaged  in  lalmnr  consisting  of  simple 
movements,  ehietly  rejietitions  of  motions,  all  of 
AA  hicli  are  lieing  siqierseded  by  machinery.  'I'lie 
machinery  itself  coimmmly  requires  a higher 
degree  of  resptnisilile  attention  by  tlie  jterson 
directing  it,  but  not  all  his  attention,  as  assumed 
by  Adam  Smith,  \vh(>had  overlooked  the  jisycho- 
logieal  fact,  Avhich  AVoidd  have  become  manifest 
to  (doser  and  widei"  observation,  tliat  distinct 
mental  o])erations  often  assist  each  other,  that 
two  mental  operations  may  often  go  on  belter 
logclher  than  separately.  Such  laborers,  in 
si'mi-automatical  jirocesses,  and  snperinteiiders, 
and  Avorkers  of  iiiaeliiiuTy,  often  hire  ]iers(ms  to 
read  to  lliem  during  the  AVork,  and  employers 
Commonly  find  tlie  Avork  go  on  tlie  belter  for  the 
accompaniment  of  the  second  train  of  ideas  raised 
by  the  re.mling,  as  the  niaivh  of  soldiers  ]n*oe(*ed." 
the  better  by  the  excitement  of  the  imagination 
created  by  music.  Subdivisions  of  siicIi  labor, 
instead  of  contining  tlie  mind  to  the  process. 
lil>erate  it,  instead  of  de]»ressiiig  the  mind,  give 
room  fur  its  exjmnsion,  aiuloju  n it  u»  the  rece]>- 
tion  of  agi’eeable  inqn'cssion.s.  M'ith  the  educated 
AV<irk  peojile,  singing  and  poetry  attach  tliem- 
selves  iieculiariy  to  the  semi-automatieal  proces- 
ses. If  a man,  Avho  being  conqudled  h)  earn  his 
oAvn  livelihood,  Avould  study,  or  Avoidd  indulge  the 
imagination,  he  Avoidd  seek  for  the  piirpost'  a 
])eciiiiarly  simple  subdivision  of  labour.  It  is 


the  mamifacturer,  the  ]>rovider  of  the  capital  ami 
machinery,  the  director  of  the  processes,  Avhose 
mind  is  commonly  confined  ami  imrroAvedtothem, 
and  Avlu)  may  not  study  geometry,  tiumgh  the 
educated  hand-luom  Aveaver  may,  and  iloes. 
AVlulst  the  more  intelligent  ojicratives  in  some 
of  the  manufacturing  toAviisare  found  troojiing  iu 
the  evening  to  lectures  and  reading-rooms,  the 
employer  commonly,  ami  certainly  at  the  com- 
mencement of  his  business,  ami  in  bud  times,  and 
under  competition,  avIio  has  been  obliged  to  shut 
his  ears  to  the  music  and  song  of  liis  worki>eople 
during  liic  day,  and  at  night,  if  he  have  any  ibree 
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left,  he  is  constrained  lo  look  over  hi"  books,  to 
ruminate  ovfM*  the  day's  outgoings,  ami  probable 
iiicojuings.  the  eliances  of  l>ad  debts,  ami  the 
|>ressing  need.-,  of  the  jiaymcuts  due  from  him,  as 
well  as  tlie  < hauees  of  th<‘  failuivs  of  crops.  4'lie 
better  juid  AVtirkmen  are  often  stouter  and  less 
careworn  in  their  ai>pearanee  than  their  m.i"!«'r.". 
Frosperou"  workmen,  a\  ho  in  their  ]in»iiq»tings 
of  a laudable  ambition,  lieeoim*  >inall  ma.'lers,  or 
undertake  jio.sitions  of  greater  re"pon"ibilily,  re- 
quiring more  attention  to  a greater  variety  of 
technical  operations,  are  commonly  after  a tiim^ 
seen  to  ha\e  nmli-rgom*  a ilisadA  jintageoiis  per- 
sonal eliange,  in  w hieh  the  elleets  of  the  rare  ami 
anxieties  belonging  to  theij-  ucav  eomUtion  an* 
visilily  manifest  in  their  countenanees. 

But  it  is  ju<t  to  sl:ite  that  errors  of  imperfeet 
investigation,  and  of  hasty  gt  nerallsatiou,  an* 
]»ro\*cd  by  the  ollielal  rvport^  relating  to  the  eon- 
ditioii  of  the  laboring  elassC"  to  be  more  frequent 
among  members  of  the.  legislature,  ami  even 
amongst  practical  men,  the  larirer  eniidoyers  of 
laborers,  than  amongst  philosophical  and  ecoiiomi- 
cai  writers. 

d'lii."  fact  AA'a.s  ])avriciilai  ly  displayi  d l»y  the  in- 
vestigations under  tlie  e(»uimi.'-sion  of  enquiry  into 
the  labor  in  factories,  Avhere  ihcngh  nianufaeiiiivrs, 
men  of  education,  Aven*  met  Avith,  avIio  had  s<mml 
vicAvs,  yet  it  Avas  clear  that  if  et>m‘]iisioiis  had 
b(*en  ado]»tc(l  upon  the  A oic'i  of  the  majority  on 
either  side,  both  avouM  have  been  wnmg.  The 
elaim  put  forAvard  on  behalf  of  the  ehihlreii  em- 
]iloved  iu  factories  Avas  u forcible  Hniilation  t»f 
llieir  hil.ior  to  ten  hours  a day.  But  on  iuve.sti- 
galion  it  Avas  jiroved  tliat  ten  hours’  labour  for 
young  chihln'ii  w’as  exci'ssivo,  ami  that  ellieieiii 
means  for  insuring  e\eii  that  Hmitation  were 
Avanting.  Mr.  (.'hadwiek,  avIio  Imd  charge  of  the 
bill,  contended  for  a practical  liinitatioii  of  tlie 
lab.ir  of  cliihlrcii  umler  13,  to  six  hours  a day, 
Avitli  sectirities  for  tliree  lioiirs  daily  instruction, 
to  prevent  them  from  being  excluded  from  edu- 
carion,  as  also  to  preA(‘iit  them  from  being  iiM-d 
in  double  sets.  But  thi.s  plan  was  pronounced  to 
be  impracticable,  ami  ojqMtscd  by  several  of  the 
leading  agitators.  Whilst  these  arrangements  and 
others  destructive  of  nightwurk,  ami  the  use  of 
iloublc  sets  of  laborers  for  long  hours,  and  any 
regulations  to  limit  tlie  daily  duration  of  factory 
labor,  Avere  resisted  by  manufacturers  <ui  a."smned 
ecoimmical  gnnuids,  they  asserted  that  any 
limitation  of  the  hours  <«f  factory  labor  Avould  be 
ruinous.  In  the  lir>t  jilace  they  declared  that  tlio 
(juantity  of  goods  Avliieh  could  be  turned  oil*  in  a 
given  time  a\us  lixed,  that  the  inten-si  of  the  out- 
lay of  capital  in  machinery,  buildings,  \c.,  ami 
establishment  charges,  are  fixed,  and  retjuireil 
given  amounts  of  labor  to  pay  ftn%  say  ten  or 
eleven  hours  per  diem,  and  that  to  cut  oil'  the 
eleventh  or  even  the  twelfth  imiir,  aa'iis  to  cut  off 
the  profit  Avhicli  Ava>  the  inducement  to  provide 
the  cajiital  and  machinery,  &c.  On  iiive^tigalion, 
it  turned  out  that  the  mamifactonos  Avhieh  Aw-re 
Avorked  the  longest  hours,  Avhicli  according  to  this 
theory  should  IniAC  been  the  most  pro."perous, 
Avere  the  poorest,  and  that  tlmse  Avhich  Avere 
Avorki'd  Avith  dtiuble  sets,  night  as  avcII  as  day, 
instead  of  making  great  forimies,  the  most  fre- 
quently became  baiiUnipt,  and,  it  may  be  added, 
are  nearly  ail  iioav  extinguishiMl.  The  truth  had 
been  overlooked  lliat  the  \jroper  Avorking  of  ma- 
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cliinery  requires  attention,  ami  tliat  pliysiolo;:ical 
conditions  i>revent  attention  being  sustained  be- 
yond given  periods.  It  was  j»roved  that  where 
tlie  wtirking  of  niacliinery  was  prolonged  beyond 
given  iwriods,  the  ]>roportion  of  spoiled  work 
increased  and  the  total  (|iiantiry  of  work  turned 
ort’  diminished,  so  that  instead  of  the  profit  be- 
ginningat  the  last  hour,  or  hours,  which  the  prac- 
tical manufacturers  declared  to  be  necessary,  the 
/o.v.v  generally  began  then.  The  principles  of 
legislation  as  jn'oposed  by  ^Ir.  Chadwick  and  his 
colh  agiies  having  been  carried  against  this  oiq>o- 
^ilion,  and  subsequent  legislation  for  the  reduc- 
tion of  the  hours  of  labour  of  other  young  peu’sons 
below  the  adult  stage,  having  elfeeted  a reduction 
of  tiie  hours  of  labour  in  factories  from  twelve 
hours  or  more,  to  ten  hours  and  a half  of  daily 
labor;  and  tliis  limitation  having  compelled  the 
ado]  »t  ion  of  improved  arrangements,  it  is  now 
admitted  that  tlie  stock  of  working  hands  having 
become  more  vigorous,  and  cajiable  of  giving  a 
better  atteiilioii  to  larger  amounts  of  machinery 
I>iit  under  their  charge,  the  regulated  cotton 
tnanufacture  has  attained  a degree  of  cllicieney 
beyond  any  wldcii  it  jireviously  possessed,  that 
the  change  has  been  accompanied  by  greatly 
extemled  investments  of  ca]>ital,  and  that  the 
regulated  mamifacturo  is  now  cal^ab^e  of  com- 
peting with  unregulated  labour,  and  long  manu- 
facturing hours  and  low  priced  labor  in  any  jmrt 
of  the  Avorld-  ^laimfacturers  subject  to  tile  law 
are  now  recoinniemling  its  extension,  esi>ecially 
tlte  extension  of  the  half-time  system  of  work 
ami  education  for  children,  to  other  branches  of 
industry. 

Tile  tendency  of  the  official  iiu'cstigations  con- 
diieted  by  ^Ir.  Chadwick  has  been  to  abate  dc- 
s])omlency,  and  to  give  more  hopeful  views  for  the 
future  of  the  working  classes  than  lias  been  taken 
Iwutiier  economists.  In  a iiaiua*  read  before  the 
Congress  of  Ilieiit'aisance  lield  at  Brussels,  ho  de- 
velo]ied  self-acting  causes  for  the  advanccnient  of 
Avages  with  the  advancement  of  agriculture  and 
the  manufacturing  arts,  causes  to  a great  extent 
indejiendeut  of  the  numbers  of  Avorkmeii  as 
atfeetiiig  the  demand  and  supply  of  labour.  Some 
c.xtracts  from  this  paper  Avill  be  found  in  their 
pro]»er  place. 

On  the  means  of  Insurance  against  (he  casualties 
of  sii’hness^  decrepitude^  and  mortalit//.  West- 
minster UevicAv,  April  18:28,  republished  by 
C.  Knight,  in  1 8:1(3. 

This  article  Avas  much  quoted  for  Its  ansAver 
to  3Mr.  3Iorgan,  the  actuary  of  a very  successful 
insurance  company,  the  Equitable,  Avho  cuutciulod 
that  the  mortality  tables  cliielly  in  use,  the 
l'arli.>le,  A\  ere  founded  on  laws  wlifeli  were  settled, 
and  that  no  ehange  could  be  made  in  tlir  table 
AAiih  advantage.  The  article  contended  that  the 
oeeurreiice  of  sickness  and  mortality  Avas  govern- 
ed by  the  surrounding  eonditious  in  a\  Inch  lumiaii 
being>  Avere  placed,  and  that  as  these  dianged,  so 
i;m>t  the  insurance  iirovisious  or  laws  in  respect 
to  ilicm  be  altered.  It  also  shc*AA\-d  that  these 
Lliaiigiiig  conditions  in  respect  to  the  laboring 
classes  not  having  been  attended  to,  the  existing 
iusuraiiee  provisions  fur  them  A\ere  untrustworthy 
and  ruinous.  This  article  has  been  referred  to 
as  laying  the  foundation  of  sanitary  science,  that 
a great  i)rojiorti<m  of  the  sickness  and  mortalitv 
I'rcvaicut  in  llie  community,  is  dependent  iiut  on 


fi.xed  hiAvs  or  conditions,  but  on  such  as  are  in 
many  case-  removable,  or  preventible  by  due 
legislatiA'e  and  administrative  means. 

Ojt  the  administration  of  public  charities  in 
France^  icith  a dew  of  the  means  now  adopted  for 
the  relief  of  pauperism  and  mendicity.  Loudon 
Review,  18'J8. 

This  article  opened  up  the  consideration  of 
some  fundamental  princiitles  of  Poor  Law  ad- 
ministration, as  that  of  aggregation  of  means,  or 
as  it  is  called  by  opiionents,  centralisation.  Tiie 
views  contained  in  it  have  already  been  ex]dained 
above.  Tlie  article  opened  outtheap|»lication  of 
the  economical  iwinciplo  of  aggregation  for  the 
jiitrpose  of  segregation^  or  classification,  to  effeet 
a division  of  labor,  to  poor  laAV  and  other  branches 
of  administration,  as  opposed  to  the  i>lan.s  of 
other  economists  and  administrators  of  dealing 
Avith  small  ]»arishes  separately  and  independently. 
TliC  study  of  the  subject  evinced  in  this  and 
other  couu‘‘Cted  articles  led  to  an  ai>plicatiou  to 
Mr.  ChadAcick  to  assist  in  the  investigation  of 
the  administration  of  the  ]tuor  hiAvs  in  England. 

This  article  also  o])cned  out  the  use  of  com- 
petitiA'e  examinations,  or  the  coucuurs,  as  a means 
of  testing  the  fitness  of  junior  candidates  for  ad- 
mission into  the  public  service.  The  iirinci]>le 
Avas  aftei'Avards  ado])ted  and  advocated  l>y  Mr. 
John  Stui  rt  Mill,  and  in  jiart  carried  for  the 
Indian  Civil  Service,  and  Avas  next  supported  by 
Sir  Cliarhs  Trevelyan,  for  application  to  the 
public  serA  ice  in  England. 

A PreiH  utice  Police.  Loudon  RevicAA^,  1829. 

This  article  displays  the  inefficiency  of  the 
parochial  night  Avatch  atid  police,  and  objections 
to  the  ordinary  rt.*pressive  or  detectiAc  action  of 
such  force.-,  and  puts  forward  some  leading  i)riii- 
ciples  for  the  preventive  action  of  a new  jmlice. 
Tliis  article,  A\iiicii  preceded  Sir  Robert  Peel’s 
bill  for  the  establishment  of  a metropolitan  iiulice 
in  1829,  produced  a considerable  impression  at 
the  time.  It  led  to  Mr.  Chadwick’s  being  sent 
for  by  Jcivmy  Beiitham,  and  to  the  commence- 
ment of  ai'  intimacy  Avith  the  philosoidier,  and  a 
residence  Avith  him  till  his  death. 

In  ilr.  C'hadwick’s  views  the  administrative 
action  of  a police  should  be  concurrent  AA'illi  tlm 
action  of  a service  for  the  relief  of  indigence,  for 
tlie  prevention  of  the  economical  charge,  as  Avell 
as  for  the  jn'cveutiun  of  the  crimes  involved  in 
habitual  mendicancy  and  vagrancy.  In  this  view 
mainly,  and  upon  his  suggestion,  a cominissiou 
Avas  aiipoiiited  in  1838,  for  examining  the  consti- 
tution and  action  of  the  constabulary  force 
throughout  the  country.  He  avus  a])pointed  as  a 
Commissioner  for  the  imrpose,  and  had  for  his 
colleagues  ^Ir.  Charles  S.  Lefevre,  now  J^ord 
EA'ersley,  a>  re]iresentiiig  the  county  magistrates, 
ami  Colon  1 the  late  ISir  Charles  RoAvan,  the 
CoinmissiiMier  of  theneAv  ^Metropolitan  Police,  as 
re]U'eseiitii;g  the  practical  experience  of  that 
force.  The  latter  always  expressed  higli  admira- 
tion for  the  powers  of  investigation  and  judg- 
ment of  his  C()lleagne,  ami  ado])ted  this  as  a text 
book  of  pi  iuciiile  for  the  organisation  of  such 
forces. 

On  the  Taxes  on  Knoiclcdge.  Westminster 
RevicAV,  ls;51. 

At  the  time  of  the  agricultural  riots  and  attacks 
on  macliiu>‘ry'  in  1830,  Dr.  Whately  and  other 
economists  Avere  desirous  of  informing  the  po- 
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pulation  on  the  subject,  but  they  were  debarred  by 
finding  that  ])opulation  inaccessible  to  comniuni- 
catioii  by  |>rint.  Agricultural  laborers  Avere  not 
ill  the  habif  of  reading  eA'eii  the  local  newspapers. 
]Mr.  Chadwick  directed  his  attention  to  this  state 
of  things,  and  wrote  the  abov'C  article,  Avhich  Avas 
afterwards  reprinted  and  circulated  Avith  the  sup- 
port of  Dr.  Arnohl,  and  otlier  public  men.  In 
that  article  Mr.  Chadwick  first  gaA'o  the  designa- 
tion Avhich  lias  since  been  attached  to  all  the  fis- 
cal imposts  by  Avhich  the  drciilatioii  of  political 
and  otlier  kuoAvledge  is  imjteded.  He  shcAved 
that  Avhatever  miglit  be  the  objections  to  tlie  exist- 
ing means  of  communication  by  ncAA'spapers,  or 
by  print,  it  Avas  a great  improvement  ou  A'erbal 
comiuuuicatiou,  in  Avhich  the  most  noxious  errors 
circulated  without  answer,  ami  that  the  method 
by  ]u*int  Avas  in  all  respects  the  most  responsible 
and  the  least  dangerous.  To  tax  the  jiross  Avas 
to  tax  a better  description  of  knoAvlcdge,  however 
inferior  to  that  Avliich  might  eventually  be 
communicated.  Mr.  Chadwick’s  views  Avere  first 
adopted  by  Sir  EdAvard  Buhver  Lytton,  and 
brought  forward  by  him  in  Parliament,  Avhere  the 
question  avus  first  designated  as  “■  Mr.  Chadwick’s 
question.”  It  Avas  aftei’AA'ards  prosecuted  by 
Mr.  3Milner  Gibson,  and  eventually  carried  as 
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hence  the  cheap  press  Avhich  is  noAV  making  vapid 
strides  in  England.  In  that  article  the  folloAving 
economical  doctrine  was  stated,  “it  may  be  prov- 
ed from  an  intimate  inquiry  iubt  the  means  and 
habits  of  the  ])eople,  that  the  capacity  to  purchase 
gratifications  Avhich  do  not  form  ])art  of  what  are 
considered  the  necessaries  of  life,  extends  in  num- 
ber from  certain  points  in  proportion  to  the  cheap- 
ness in  a greater  than  a geometrical  ratio.  Thus 
if  in  any  toAvu,  or  place,  composed  of  the  average 
proportions  of  the  different  classes  of  society,  there 
are  found  one  hundred  jiersons  Avho  can  purchase 
a Avork  sold  for  one  shilling,  there  also  Avill  be 
found  more  than  three  limidred  able  or  disjtosed 
to  purchase  a Avork  sold  at  three  pence,  and  so 
on.” 

The  elementary  fact  here  iiuHcated  is  one  of 
great  importance  for  the  government  of  prices, 
Avith  the  view  of  obtaining  the  maximum  of  returns, 
as  ill  charges  for  railway  service  by  fares.  Its 
api>lieation  to  postage  has  led  to  a five-fold  use 
of  the  service.  In  the  press  since  the  repeal  of 
the  chief  taxes  the  operation  of  the  principle  has 
been  displayed  in  this,  that  Avhereas  the  sale  of 
established  Aveekly  journals  sold  at  7d.  Avere  un- 
der 4,000,  those  at  4d.  average  10,000,  those  at 
2d.  averaged  20,000,  those  at  a penny  upAvards  of 
100,000.  The  sale  of  publications  by  Avhich  tlie 
vendor  obtained  a profit  of  a farthing  each  has 
in  particular  instances  become  five-fold  of  those 
in  Avhich  lie  obtains  the  profit  of  a penny.  Fur- 
ther observation  Avoiild  be  iiecessarv  to  ascertain 
exact  ratios,  and  to  define  the  operation  of  the 
princijde,  requiring  an  examination  of  the  pro- 
jiurtions  and  conditions  of  different  classes  of  so- 
ciety. Thus,  to  take  a medium  community,  that 
of  tlie  City  of  Bristol,  avc  find  the  ]>roportions  as 
denoted  by  the  difierent  rentals  of  the  houses  they 
occupy,  those  of  £o  and  under,  forming  27  per 
cent,  of  the  population,  those  at  £10  and  under, 
2t>  i»er  cent ; those  at  £20  and  under,  20  per  cent ; 
those  at  £30 and  under,  9 per  cent ; those  at  £40, 


4 per  cent ; those  at  £50,  24  per  cent ; tlio.se  at 
£00,2  iicrcent;  those  at  £70,  14  jier  cent;  tlntse 
at  £80,  1 ])er  Cent ; after  which  the  j)ro]>ortions 
are  reduced  to  fracti*uis.  The  study  of  the  like 
pro|iortions,  and  such  others  as  the  mnubers  of 
fund-holders  of  ditlereut  amount,  is  inqtortaut  as 
correcting  popular  couclusimis  from  the  more  con- 
spicuous cases,  as  to  the  amounts  of  wntributiou 
and  relief  obtainable  by  taxing  large  j>roperties. 

In  this  article  on  the  Taxes  on  IviioAvledge,  the 
question  Avas  raised  of  utilising  the  postal  service 
for  the  conveyance  of  books,  as  Avell  as  letters. 
The  economical  grounds  were  thus  stated  : — “That 
the  goAeruinent  having  already  established  the 
complete  agency  for  the  distribution  of  letters, 
tills  same  agency  might  be  used  to  distribute  the 
great  mass  of  publications  by  post  at  a couipara- 
tiA’ely  small  additional  expense.  That  to  com- 
pete Avith  the  public  establishment,  the  private 
distributors  or  vendors  must  maintain  an  agency 
almost  solely  for  this  one  jiurpose.  In  all  cases 
of  the  delivery  of  letters  from  the  po.st  office,  the 
labor  of  distributing  a great  quantity  of  other 
things  may  be  performed  Avithout  any  material 
additional  expense.  Tlie  postman  avIio  traverses 
a street  to  deliver  half  a dozen  letters  may  in 
passing  through  it,  deliver  tAA'enty  or  thirty  iieAA's- 
pajiers,  Avithoutany  material  additional  expendi- 
ture of  time,  and  the  labor  is  all  in  his  day’s 
Avork.  But  tlie  jirivate  vendor  must  einjiloy  a 
person  for  the  one  purpose  of  delivering  the  news- 
papers, and  he  cannot  therefore  do  it  so  cheaply 
as  the  government.”  The  economical  jirindple 
contended  for  is  that  of  saving  establishment 
charges,  Avhich,  IioAvsoever  multiplied,  must 
eventually  be  at  the  exjiense  of  the  imblic.  The 
postal  service  has  been  utilised  for  the  couA'eyance 
of  books,  and  in  a report  made  to  the  Society  of 
Arts,  j\Ir.  ChadAvick,  Avith  other  pers».ms,  contended 
that  it  should  be  applied  to  the  distribution  of 
small  parcels,  a.s  iu  IVussia  and  other  States — 
but  not  as  a monopoly.  Before  a Committee  of 
the  House  of  Commons,  the  raihvay  companies 
represented  that  the  conveyance  of  books  by  pust 
Avas  detrimental  to  the  railways.  In  answer  to 
this  coinjilaint  it  AA^as  proved  by  !Mr,  lloAvland 
Hill,  on  the  evidence  of  booksellers,  that  but  fur 
the  transmission  of  the  post,  such  works  would 
not  be  sent  at  all,  the  raihvay  charges  being  pro- 
hibitory, and  consequently  the  raihvay  companies 
instead  of  losing,  gained  by  the  couseiiuent  in- 
creased traffic  of  the  articles  in  bulk,  the  post  office 
lierformiug  the  service  of  minor  distribution 
through  its  10,000  collecting-  houses,  with  as  many 
porterages  for  deliveries,  Avliich,  it  is  contended, 
ought  to  be  utilised  for  the  public  service,  since 
it  is  impossible  they  could  be  rivalled  by  private 
companies,  except  at  augmented  expense  Avhich 
must  be  paid  for.  On  the  same  economic  grounds 
Mr.  Chadwick  contends  that  a cheap  electric 
telegraph  should  be  united  to  the  postal  establish- 
ment, as  iu  SAviizerlaud,  and  other  coutiuentid 
states. 

Report  on  the  Administration  of  the  Poor  Laws — 
1833.  The  government  being  desu’ous  of  ascer- 
taining the  progress  of  the  inquiry  conducted  by 
the  Commission,  at  the  head  of  Avhich  Avas  the 
late  Bishop  of  Loudon  (Bloiiifield),  supported  by 
the  Bishop  of  Chester  (vSumner,  noAv  Archbishop 
of  Canterbury),  who  had  written  articles  on  poor 
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hnvs  for  tlie  Encyclopjcdia  Britannica  ; Mr, 
Senior,  tlie  Professor  of  Political  Economy  at 
Oxford;  Mr.  Stiir^res  Bonnie;  Mr.  Walter 
Citulsoii,  now  the  chief  Government  legal  drafts- 
nian.  The  commission  transmitted  extracts  from 
the  information  they  had  received,  chiefly  reports 
from  the  gentlemen  acting  as  assistant  commis- 
sioners. These  extracts,  including  Mr.  Chad- 
wick's report,  were  published  and  circulated  pre- 
viously to  the  preparation  of  the  Commissioners’ 
final  report,  for  which  these  extracts  served  to 
prepare  tlie  public  mind.  Lord  John  Bussell  in 
the  course  of  a speech  in  Parliament,  stated  to 
the  House  that  if  they  refemal  to  Mr.  Chadwick’s 
rcjiort,  they  would  find  there  the  germ  of  that 
ameiidnient,  which  in  his  opinion  had  saved  the 
country  from  great  social  evils,  if  not  absolutely 
trom  social  revolution.  Lord  Brougham  re- 
jioatedly  referred  to  Mr.  Chadwick’s  treatment  of 
the  subject  in  the  highest  terms.  In  consc- 
(]iienee  of  the  most  searching  and  cogent  nature 
of  the  evidence  adduced  by  ^Mr.  Chadwick,  his 
general  outline  of  remedial  measures  was  ac- 
cepted by  the  public,  and  by  the  Commissioners. 
Jle  was  at  their  reriucst  placed  on  the  Commission 
to  aid  in  the  preparation  of  their  report.  This 
report  opened  np  by  the  course  of  investigation 
the  economy  of  sanitary  measures,  as  a means  of 
preventing  pauperism  (p.  He  next  drew 

up  for  them,  to  be  submitted  to  the  Cabinet,  a 
concise  exposition  of  the  measures  which  thov 
agreed  to  recommend,  and  he  was  charged  Avit'h 
the  more  full  exposition  of  remedies  in  their 
general  report.  Mr.  Senior  being  charged  witli 
tile  statement  of  the  evils  as  developed  bv  the 
evidence  collected  under  the  commission.  ' M\\ 
Senior  gave  a genmxl  literary  supervision  to  the— 
Jfrport  from  his  Majestifs  Commissioners  for 
impiiry  into  the  administration  and  practical  opera- 
tion of  the  Poor  Laivs,  February, 

This  Beport  had  the  unprecedented  sale  of  up- 
wards of  9,000  copies. 

On  the  pj'inciples  and  proftress  of  the  Poor 
Jmu's'  Amendment  Act.  Keprinted  from  the 
Edinburgh  Review,  with  notes  and  additions. 
London,  1837. 

1 his  article  in  a condensed  form  contained  a 
veassertion  of  the  economical  and  administrative 
principles  of  the  measure,  with  an  exposition  of 
the  results  of  such  of  them  as  had  np  to  that  time 
been  brought  into  operation.  The  student  in 
Political  Economy,  or  in  legislation  on  the  topic, 
will  find  in  this  paper  the  most  comjiact  exposi- 
tion of  principles  which  are  spread  over  several 
volumes  of  the  ofiScial  report. 

The  first  Eeport  of  the  Central  Board  of  Com- 
wissioners  appointed  to  collect  information  in  the 
vu/nttfachtring  districts  on  the  employment  of  chil-  , 
dren  in  factories,  and  as  to  the  expediency  and  i 
means  of  curtailing  their  labour.  1 833.  2nd  and 
3rd  Reports,  1834. 

These  reports,  and  the  subsequent  reports  of 
!Mr.  Homer,  and  other  inspectors  appointed  nnder 
the  Factories  Act,  evolve  important  points  of 
l»olitieaI  economy,  as  to  the  treatment  of  the 
stock  of  labor  of  a country,  and  as  to  whether 
or  not,  it  should,  on  economical  principles  alone, 
be  subjected  for  its  protection  to  legislative  inter- 
ference, and  administrative  control.  The  first 
Loport  was  a joint  one,  in  which  the  evidence 
on  the  economical  principles  involved  was  most 


specially  dealt  with  by  the  late  Mr.  Thomas 
Tooke,  the  author  4 >f  the  History  of  Prices-,  the 
legislativt  and  administrative  tpiestioiis,  by  Mr. 
Chadwick  ; and  tlie  medical  testimony  as  to  the 
clfcct  of  long  hours  of  labor  on  the  healtli  of 
young  children,  by  Dr.  Soiithwood  Smith.  'I’lie 
agitation  had  been  for  a simple  ten  hours  bill  fm- 
the  whole  of  the  factory  workers,  adults  as  well 
as  children.  The  report  concluded  that  a case 
had  only  been  made  out  for  legislative  inter- 
ference for  the  [irotection  of  those  who  were  nut 
free  agent  ■>,  who  did  not  make  contracts  for  them- 
selves, namely,  very  young  children.  That  for 
the  protection  of  them,  the  state  was  bound  to 
interfere  in  order  to  ju’eveiit  tlie  future  sttu*k  of 
labor  of  the  country  being  deteriorated,  liodily, 
by  overwork,  and  mentally  ami  morally,  by 
exclusion  from  education.  For  very  youiigchild- 
ren  the  ten  hours’  labor  agitated  for  Avas  jiro- 
noniiced  to  be  too  long.  The  board  agreed  to 
eight  hours  as  a compromise.  But  Mr.  Chad- 
wick who  was  charged  by  the  govermmmt  with 
the  ]irepaiation  of  a bill  jirovided  ]n-aciioa!ly  for 
a limitation  to  six  hours’  labor  for  them,  so  as  to 
enable  employers  to  Avork  them  in  double  sr*ts. 
It  AA'as  mn  ic  a condition  of  the  employment  ttf 
children  in  the  factories  under  regulation,  that 
they  should  bring  Avith  them  a certificate  from  a 
comi)Ctent  school  teacher,  that  they  had  been 
three  hours  a day  during  the  Aveek  preceding  in 
a school.  This  avus  the  half  school  time  system. 
The  administrative  provisions  for  schools  and 
competent  teachers  aa'ci’c  crippled  in  the  llmise 
of  Lords,  lest  they  should  lead  to  a national 
system  of  education.  It  was  contended  by  uianii- 
lacturers  that  the  restriction  proposed  Avould 
diminish  the  productive  power  of  the  country, 
as  against  foreign  competitors,  but  testimony  has 
been  giA'en  that  from  the  superior  ellieiency  of 
the  regulated  lalxtr,  it  is  as  prodiictiA'O  as  in  those 
countries  Avherc  tlie  labor  is  entirely  unregulated 
by  admiiii>trati\’e  interference.  From  the  ad- 
mitted success  of  the  Iialf-lime  system  introdm-ed 
by  the  Board,  it  has  betm  recommended  by  maiui- 
I'acturers  for  introdiu  tiuii  into  agrieiilliiral  dis- 
tricts fiir  ( ducatioiml,  as  aacII  as  fm-  iudnstrial 
and  economical  results.  Tlie  extension  of  the 
principles  of  legislation  to  other  branches  of 
maiiiifactuic,  and  to  mining  operatimis,  is  con- 
stantly agitated  for.  The  same  princiiiles  of 
legislation  are  in  course  of  extension  in  France, 
Belgium,  and  Frussia. 

The  first  Report  of  the  Coiiunissioners  appointed 
to  inrjnire  to  the  best  means  of  establishing  an 
efficient  CimstahuJary  Force  in  the  Counties  of 
England  and  Wales,  1 839. 

One  main  effect  of  this  Beport  aaus  to  display 
the  services  neciled  for  a trained  force  for  other 
purposes,  in  addition  to  the  jiurely  penal  pur- 
poses of  the  pursuit  of  criminals,  or  for  the  pre- 
A'ciition  of  the  loss  of  life  and  destruction  of  pro- 
perty from  fire  and  other  calamities,  in  reporting 
on  the  state  of  the  roads,  and  maintaining  the 
free  transit  of  goods.  The  economical  elements 
devclojied  Avere  in  giving  ncAv  securities  to 
production  and  accuimiiatioii,  and  of  giving 
them  in  reduction  of  existing  charges.  But  this 
could  only  be  accomplished  by  an  extended  orga- 
nization of  a general  trained  force,  Avhose  action 
should  ceiilre  in  the  loAvns.  The  governineiit 
could  only  attempt  a permissive  force  for  the 
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counties,  exclusive  of  the  towns  Avhere  the  Par-  ^ 
liameiitary  interests  were  too  strong. 

In  an  imiuiry,  before  a Parliamentary  Com-  ' 
mittecof  1853,  into  the  fragmentary  execution 
of  the  nuMsure  in  various  counties,  it  Avas  proved  ' 
oil  the  evidence  of  farmers  that  it  gave  an  in- 
creased value  to  land,  and  that  Avhen  fairly  carried  ; 
out,  even  Avithout  any  combination  of  the  towns, 
the  expense  of  the  ucav  county  police  did  not 
excecfl  that  of  the  old  iiarochial  constables,  and 
that  the  additional  ucav  force  might  be  coiifen'cd, 
gratis,  by  an  improved  administration.  Only  a , 
further  extension  of  the  iiermissive  principle  aa'US,  j 
hoAvever,  attempted  by  the  government,  and  that  i 
by  a payment  of  a proportion  of  the  expense 
from  the  consolidated  fund.  The  first  report 
developed  the  principles  of  the  organization  of  a 
]UwentiA^e  police  service.  IMaterials  Avere  col- 
lected fi>r  the  prettaration  of  another  report  on 
the  ]>rinciidcs  of  prevention,  and  on  the  preven- 
tive action  of  a ptilice  service  Avhen  organized. 

The  general  7-eporf  on  the  Sanitary  Condition 
of  the  labouring  popidation  of  Great  Britain, 
184-2. 

Nearly  10,000  copies  of  this  report  Avere  sold 
or  authoritatively  circulated.  In  the  dedication 
to  Mr.  C’hadAvick,  of  a treatise  on  the  decrease 
of  deaths  by  the  progress  of  civilization,  by  Dr. 
Mnroc,  of  Gottingen,  and  Dr.  Willis,  the  librarian 
of  the  College  of  Surgeons,  they  treat  this  re- 
jAort  as  beyond  all  question  one  of  the  most  A*alu- 
able  contributions  that  has  lately  been  made  to 
the  noblest  dejiartment  of  medical  science^  the 
art  of  jireserviiig  the  health  of  the  community, 
and  Avill  have  an  iiiflueuce  upon  the  human  family 
as  hmg  as  it  exists. 

The  leading  conclusions  contained  in  this  re- 
port, Avhich  have  a bearing  on  economical  science, 
are  thirs  stated. 

'I’hat  high  prosperity  in  respect  to  employ- 
ment and  Avages,  and  various  and  abundant  food, 
liave  afibrded  to  the  laboring  classes  no  exemp- 
tions from  attacks  of  epidemic  disease,  Avhicii 
have  been  as  frequent  and  as  fatal  in  periods  of 
commercial  and  manufacturing  prosperity  as  in 
atiy  others. 

That  the  formation  of  all  habits  of  cleanliness 
is  obstructed  by  defectn'c  supplies  of  Avater. 

That  the  aiimial  loss  of  life  from  filth,  and  bad 
ventilation,  are  gi’eater  than  the  loss  from  death 
or  Avounds  in  any  war  in  Avhich  the  country  has 
been  engaged  in  modem  times. 

That  of  the  43,000  cases  of  AvidoAA'hood,  and 
1 1 2,000  cases  of  destitute  orphanage,  relieved  from 
the  itoor-rates  in  England  and  Wales  alone,  it 
ajipears  that  the  greatest  proportion  of  deaths  of 
the  heads  of  families  occurred  from  the  above 
specified  ami  other  removeable  causes,  that  their 
agesAvere  under  45  years,  that  is  to  say,  13  years 
bfloAV  the  natural  prol>al>ilities  of  life,  as  sIigavu 
by  the  experience  of  the  whole  i)opulation  of 
fc^Avedeii. 

The  experience  of  the  effect  of  sanitary  mea- 
sures jtruves  the  possibility  of  the  reduction  of 
sickness  in  the  worst  districts  to  at  least  one- 
third  of  the  existing  amount.  Amidst  classes 
somewhat  better  situated,  it  Avas  possible  to  re- 
duce the  sickness  to  less  than  onc-third,  it  avus 
ail  uiider-estiinatc  to  take  the  probable  reduction 
at  oiie-half.  Taking  it,  hoAvever,  at  one-half,  by 
the  new  payment  of  Ud.,  or  say  2d.  weekly,  for 
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drainage,  the  occupants  of  the  tenements  Avill 
save  7^d.  of  the  Aveekly  contribution  for  an  alloAv- 
ance  of  Is.  per  Aveek  each  during  sickness.  But 
the  alloAvance  insured  to  be  i*aid  during  sickness 
only  replaces  the  earnings;  the  sickness,  besides 
his  OAVii  misery,  entails  the  exjiense  of  medical 
attendance,  Avfiich,  at  the  usual  rate  of  insu- 
rance ill  medical  club.s  Avould  be  5s.  or  6s.  per 
annum  for  such  a family.  This  Avould  also  be 
reduced  one-half,  making  the  total  family  saving 
at  the  least  9d.  Aveekly.  But  the  single  payment 
for  structural  alterations  is  to  be  regarded  as 
general,  and  as  a means  of  affecting  the  Avhole  of 
the  objects  for  the  AA’hoIe  of  the  population.  For 
tliis  2d.  each  tenement,  or  Id.  each  family,  then, 
they  Avill  not  only  saA’c  double  the  weekly 
amount,  but  they  Avill  saA'c  in  the  Avear  and  tear 
of  shoes  and  clothes  from  having  a aa-cII  drained 
and  Avell  cleansed,  instead  of  a Avet  and  miry  dis- 
trict to  traverse,  they  Avill  also  save  the  sickness 
itself,  and  each  individual  Avill  gain  a propor- 
tional extension  of  a more  healthy  life.  In  a 
district,  Avhere  the  wages  are  not  one-half  the 
amount  aboA'C  stated,  the  expenditure  for  efficient 
means  of  prevention  would  still  leave  a surplus 
of  gain  to  the  laborer. 

These  are  the  chief  gains  on  tlie  side  of  the 
laborer,  but  in  general,  every  laborer,  over  and 
above  Avhat  he  c<.uisumes  himself,  ]>roduces  enough 
to  repay  the  interest  on  capital,  and  cost  of  super- 
intendence, or  the  profits  of  the  employer.  The 
loss  of  this  extra  production  is  the  loss  of  the 
community  during  the  whole  time  the  services 
of  the  laborer  are  abridged  by  sickness  or  death. 
To  this  loss  is  to  be  added,  w'here  the  laborer  has 
made  no  reserve,  the  loss  of  the  cost  of  his  un- 
productive maintenance  as  a pauper,  and  of  medi- 
cal attendance  during  sickness. 

The  existing  insurance  charge  then  repre- 
sents the  existing  charge  on  the  labouring  classes 
from  the  loss  of  Avages  consequent  on  sickness,  to 
AA'hich  charge  might  be  added  the  existing  addi- 
tional charge  denoted  by  the  insurance  on  account 
of  the  abridged  duration  of  life  and  more  frequent 
deaths.” 

This  report,  at  the  Birmingham  meeting  of 
the  National  Association  for  the  Advancement  of 
Social  Science,  Lord  Stanley,  as  President  of  the 
Health  section,  stated,  had  been,  ever  since  its 
application,  the  chief  text-book  of  sanitary 
science. 

A supplementary  report  on  the  results  of  a 
speckd  inquiry  into  the  practice  of  interments  in 
towns,  made  at  the  request  of  Her  Afujesty*s  prin- 
cipal Secretary  of  State  for  the  Home  Depart- 
ment, 1843. 

This  report  prepared  the  materials  for  the 
legislation  for  the  discontinuance  of  the  practice 
of  intramural  interment,  noAv  in  progress  in  Eng- 
land and  Wales.  It  displayed  the  practice  of 
secret  murder  for  burial  money,  and  represented 
the  need  of  the  appointment  of  independent 
officers  of  health,  to  A'crify  the  cause  as  well  as 
' the  fact  of  death,  for  the  protection  of  survivors. 
It  represented  the  need  of  reducing  funeral  ex- 
penses for  the  poor,  and  further,  displayed  the 
terrible  condition  in  Avhich  they  fre(iueiitly  Avere 
placed  by  the  occurrence  of  death,  and  the  pro- 
longed retcution  of  cor])ses  in  the  only  living  and 
I sleeping-room  of  the  survivors,  and  urged  the 
adoption  of  the  plan  of  reception  chapels  for 
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kpo])iii^  tlie  remains  of  tlie  dead  until  provision 
could  be  obtained  for  their  propiT  interment. 
JlerenfMed  the  subject  of  the  state  of  llie  pro- 
visi(#iis  amongst  the  labouring  classes,  for  insu- 
rances against  the  casualties  of  sickness,  ruder 
tile  general  Board  of  Health,  of  Avhieh  ]\Ir.  Chad- 
wick was  the  chief  paid  commissioner,  Avith  the 
assistance  of  Dr.  Soiithwood  Smith,  as  medical 
cuinmis.sioner,  the  investigation  Avas  renewed, 
and  a report  made  Avitli  a view  to  the  special 
application  of  the  principles  of  amendment  in  the 
metropolis.  But  tliese  AA'ere  fni.strated  by  local 
opposition.  The  course  of  duty,  acconiing  to 
Mr.  CliadAvick,  Avas  to  submit  conij>lete  reme- 
dies, Avlielher  they  A\ere  in  advance  of  the  legis- 
lative administraliA'C  capacity  of  tlie  time  or  not, 
and  to  leave  to  others  the  responsibility  of  cutting 
them  doAvn,  or  adapting  them  by  compromises. 
This  individual  bent  is  exhibited  in  the  follow- 
ing concluding  passage  of  the  report  on  inter- 
ments of  1843. 

1 Avould  in  conclusion  beg  leave  to  repeat  and 
rejiresent  urgently,  that  Her  Majesty’s  GoA'ern- 
ment  should  only  set  hands  to  this  great  AA'ork 
Avheu  invested  Avith  full  i»0Avers  to  effect  it  com- 
jiletely,  for  at  present  there  appears  to  be  no 
aUeruath-e  between  doing  it  Avell  or  ill,  betAA'ceii 
simply  shifting  the  evil  from  the  centre  of  the 
popidous  districts  to  the  suburbs,  and  deteriorating 
them,  fixing  the  sites  of  interments  at  couA'eniont 
distances,  forming  numerous  separate  and  Aveak, 
and  yet  enorniously  expeiisiA-e  establishments, 
aggravating  the  expense,  and  physical  and  moral 
evils  of  the  delay  of  interment,  diniinishing  the 
solemnities  of  sepulture,  scattering  away  the 
elements  of  moral  and  religious  iniproA'ement, 
and  increasing  i le  duration  and  sum  of  the 
existing  evils,  'a  here  appears  to  be  no  distinct 
or  ]»racticabic  alternative  between  these  results, 
and  affecting  such  a change  as,  if  zealously  carried 
out,  will  sooth  and  elevate  the  feeliugs  of  the 
great  bulk  of  the  poimlation,  abate  the  appre- 
hensions of  the  dying,  iiitluencc  the  A'oluntary 
adoi»tion  of  beneticial  cliarges  in  the  practice  of 
ftbsequies,  occasion  an  earlier  removal  of  the  dead 
from  amidst  the  living  to  aAvait  interment,  and 
insure  tlie  impressiA'eiiess  of  the  funeral  serA'ice, 
gh  e additional  securities  against  attempts  on  life, 
and  trustworthy  evidence  of  the  fact  of  death, 
with  the  means  of  advancing  the  protection  of 
the  living  against  the  attacks  of  disease,  and  at  a 
reduced  expense  provide,  in  Avell  arranged  na- 
tional ceiiu'teries,  places  for  public  monuments, 
becoming  tlie  jtositiou  of  the  empire  amongst 
civdlizcd  nations.'* 

On  the  demoralization  and  injuries  occasioned 
hy  the  want  of  proper  regulations  of  laborers^ 
u'hilst  engaged  in  the  construction  and  working  of 
railways.  London,  1 84-5. 

Among  the  prcA-entible  causes  of  pauperism 
Avhich  came  AA'ithiii  Mr.  Cliadwick's  observations, 
AA'as  the  excessiA-e  number  of  accidents  occurring 
to  laborers  in  tlie  course  of  the  construction  and 
Avorking  of  railways,  and  he  determined  to  call 
the  special  attention  of  tlie  public,  and  of  I'ar- 
liament  to  them,  whicli  he  did  by  a i>:i]ier,  road  at 
the  statistical  society  of  Manchester,  published  as 
above,  in  a panqihlet. 

He  shewed  tliat  from  the  reckless  manner  in 
Avhich  some  of  these  Avorks  near  Manchester  were 
conducted,  the  casualties  of'  Avouiids  and  per- 
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nianent  disablement,  and  deaths  to  laborers,  AA'ere 
as  great  a-;  tliose  occurring  to  equal  numbers  of 
soldiers  ii'  battle,  and  that  by  tlie  hulk  system, 
they  arc  <U*framIod  of  jiart  of  their  wages,  and 
by  the  im-de  in  Avhich  the  AAorkmen  Avere  brought 
together,  they  Avere  led  into  habits  of  intoxica- 
tion, so  tfiat  the  extraordinary  exjieiiditure  in 
Avages  did  mischief  rather  than  othei'AvTse  to  those 
Avho  ought  to  benefit  by  it.  He  procured  the 
appoiatrm  nt  of  a committee  of  the  House  of 
Commons  to  investigate  the  subject.  Jii  resjiect 
to  the  injuries,  disablement,  widoAvliCMKl,  and 
orplianage  occasioned  in  the  course  of  the  AA'orks, 
he  mentioned,  as  a general  princijtle  aitplicable  to 
all  large  AAorks,  mining  Avorks,  collieries,  or  other 
similar  undertakings,  that  the  Avhole  of  the 
pecuniary  consequences  miglit  to  be  charged  on 
the  employers,  and  not  bethroAvii  upon  the  rates, 
or  upon  society  at  large ; even  assuming  that  they 
AA'ere  imre  aecideiits.  If  they  AA'ere  assumed  as 
entirely  unavoulable,  then  they  should  be  charged 
upon  tlie  consumers  of  the  commodity,  in  the 
production  of  Avliicli  they  occurred.  Tlu;  em- 
plovers  Would  then  charge  it,  in  the  case  of 
collieries  and  mines,  upon  the  cost  of  production, 
to  wiiicli  il  AA'ould  form  only  a small  addition, 
Avhilst  it  Avoiild  constitute  a bounty  on  careful 
arrangements  in  the  selection  of  educated  and 
more  safe  AA'orkmen,  to  Avhum  for  the  gain  tf>  be 
obtaineil  from  tlie  greater  safety  derivable  from 
greater  inlelligcnce,  it  AA'oiild  be  Avorth  to  jiay 
bettor  Avagi's  on  account  of  that  education,  ami 
that  such  employers  on  a large  scale,  ought  not 
tuboalloAAed  to  charge  upon  society  the  conse- 
quences of  emiiloyiiig,  for  the  sake  of  Ioav  Avages, 
ignorance  in  conducting  dangerous  Av<»rks,  Avhich 
could  only  be  safely  conducted  by  iiitelligeuce. 
The  attention  directed  to  tlie  subject  led  to  itartial 
legislation  by  Lord  C’ampbeirs  Act,  Avliich  as  a 
compromis.i  with  Aariuus  interests  in  the  House 
of  Commons,  limited  the  compensation  of  sur- 
viAors  to  leases  Avlicre  blame  could  be  proved. 
This  limitation  it  has  recently  been  contended  is 
jirejudidal  to  the  employers,  as  iiiAolving  them 
in  litigation,  for  in  the  larger  proportion  of  acci- 
dents blame  is  imjuitable,  and  as  in*eA’enthig  the 
iiupositiou  of  the  costs  as  a regular  insurance 
charge  upon  the  commodity  Avhicl^  tliey  might 
otherAvise  do. 

\\  e may  observe  tliat  the  ]n*iiiciple  con- 
tended for  by  ^Ir.  Chadwick,  that  employers 
should  be  aiisAverable  to  AV'orkmen  for  .accidents 
occurring  to  them  in  their  luisiuoss,  is  to  a con- 
siderable ixteiit,  if  not  entirely,  the  hiAv  of 
Scotland,  AA  here  it  is  lield  that  if  one  AA'orktnan 
injures  another  in  a manufactory,  the  injured 
workman  has  a claim  against  the  emiiloyer  fur 
the  caroles.-iiess  of  his  felloAv  AA'orkman.  A case 
of  this  nature  Avas  decided  recently  by  the  Court 
of  Session,  in  accordance  Avitli  what  Avas  alwa^-s 
understtmd  to  be  the  common  law  of  Scotland,  it 
has  hoAvever  been  taken  up  by  appeal  to  the 
House  of  Lewis.  We  agree  Avith  ^Ir.  ChadAvick 
tliat  it  is  a very  beuetidal  princiide,  and  aa*c  hope 
the  dedsi(ni  of  the  Court  of  Session  may  not 
be  reversed. 

lleporttm  (2nnrantine.  1849. 

Succeeding  Keports  made  under  the  ^lotropo- 
litan  Sanitary  Commission  AA'ere  partly  aduiiiiis- 
trative  and  partly  medical,  the  medical  course 
of  iiivestigaiion  and  exposition  being  assisted  by 
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Dr.  SoutliAA'Ood  Smith,  Professor  Oaa'cu,  and  ^Ir. 
Hodgson  of  the  College  of  Surgeons.  These 
repoi’ts  chiefly  relating  to  typhus,  cholera,  ami 
otlier  forms  of  epidemic  disease,  oxtendetl  the 
demonstrations  of  their  preveutilulity  and  their 
independence  of  poA'erty,  as  invarialile  antecedents, 
as  assumed  by  most  of  the  followers  ot  Malthus. 

Other  reports  folloAved,  setting  forth  the  results 
of  further  im'cstigations,  niuler  the  general  Board 
of  Public  Health,  Avheu  Dr.  SoulliAA'ood  Smith 
acted  as  medical  commissioner.  The  most  im- 
]»ortant  of  these  aa'os  that  on  quarantine,  setting 
forth  the  errors  prevalent  on  the  subject,  and  the  | 
futility  of  quarantines,  Jis  a means  of  prcA'Cntiug 
the  spread  of  epidemics,  and  displaying  the  evil 
effects  of  these  errors,  morally,  on  tlie  public 
mind,  and  economically,  in  checking  intercom- 
munication. Tills  report  A\-as  translated  into 
French  and  Italian,  and  circulated  Avidely  on  tlie 
continent.  The  medical  and  administrative  doc- 
trines AvIiich  it  put  fortli  Avere  recognised  as  sound 
b}'  the  medical  authorities  of  France,  and  were 
in  substance  adopted  by  a sanitary  congress  held 
at  Paris,  at  the  instance  of  the  French  goA'cru- 
ment. 

Jlepori  on  Yellow  Fever.  1834. 

Tliis  report  gaA*e  further  illustration  of  the 
doctrines  ]uit  forth  in  the  report  on  quarantines, 
and  displays  the  detection  of  false  facts  promul- 
gated in  support  of  the  instructions  for  tlicir 
enforcement.  ScA'eral  assistants  were  sent  out 
from  the  Board  of  Health  to  deal  Avith  the 
eiiideniic  cholera  in  the  West  India  Islands.  The 
report  of  one  of  these  assistants.  Dr.  Milroy,  con- 
tained very  important  facts,  displaying  the  bar- 
barous state  of  the  population  and  of  administra- 
tion, and  the  great  Avaste  of  productive  power 
and  pecuniary  loss  from  an  excessive  mortality, 
all  of  Avhich  admitted  of  economical  prevention 
by  sanitary  measures. 

A series  of  reports  followed,  setting  forth  the 
results  of  investigations  under  tlie  General  Board 
of  Health,  involving  economical,  as  Avell  as  en- 
gineering and  sanitary  results.  The  economical 
results  displayed  being  the  gain  of  populous  dis- 
tricts from  steam  poAver  and  Avell-directed  en- 
gineering appliances,  in  the  collection  of  AA'ator 
from  long  distances,  and  its  distribution  to  the 
tops  of  the  highest  tenements,  at  a far  loAA'er 
rate  of  expense  than  by  the  liaiid  labour  of  in- 
mates, or  of  Avater- carriers,  even  if  Avater  Avas  to 
be  bad  from  wells,  or  ponds  at  the  doors,  gratis 
— also  the  practicability  of  the  remoA'al  of  all 
foul  Avater  and  decoinjiosing  refuse  from  tOAvns 
by  self-cleansing  channels,  at  a cheaper  rate  than 
any  cleansing  of  cesspools,  or  any  removal  of 
foul  matter  by  hand  labor.  It  was  shcAvii  that 
the  expense  of  sanitary  engineering  aitpliances, 
Avhen  in  complete  .action,  Avould  be  considerably 
less  than  the  insurance  charges  against  the  ex- 
pense of  the  excessive  disease  ami  premature 
mortality  arising  from  the  atmospheric  impuri- 
ties which  these  appliances,  when  directed  by 
competent  sanitary  science,  prevent.  Demon- 
strations Avere  given  that  the  distribution  of  the 
refuse  of  toAviis  was  to  be  effected  Avith  tlie  like 
economy  by  engineering  ajipliances,  as  compared 
Avith  hand  labor.  The  system  of  Avorks  laid 
doAvn  Avas  that  of  a venous  and  arterial  system 
of  Constant  supply,  of  circulation,  and  remo\*al 
from  tOAvns.  One  collateral  result  of  these  appli- 


ances w.as  the  removal  of  inferior  classes  of 
laborers,  engendered  by  the  inferior  conditions 
of  labor  in  toAvns,  created  by  foul  and  degrading 
processes. 

Report  of  the  General  Board  of  Health  on 
the  Supjdy  of  Water  to  the  Metropolis.  1830. 

Minutes  of  infonnatiou  on  the  drainage  of  the 
land  forming  the  sites  of  towns  ; on  7'oad  drainage^ 
^'C.  1852. 

Minutes  of  iuformation  on  the  drainage  of 
dwelliug-houses.,  and  the  sexcerage  and  cleansing 
of  ton' ns.  18-'j2. 

Mimdes  of  information  on  the  application  of 
sewer  water  and  other  town  nmnures  to  agrienU 
tnral  prodnetton.  1832. 

In  these  reports  are  to  be  found  deduction.s 
from  Avide  past  experience  for  the  guidance  of 
ncAV  colonies,  in  the  selection  and  treatment  of 
ncAv  sites  and  habitations,  to  avoid  the  AA'oste  of 
life  and  the  loss  of  power  by  Avliich  the  progress 
of  so  many  have  been  impeded. 

Report  on  the  administration  of  the  Public 
Health  Act^from  1848  to  1834. 

This  report  sets  forth  that  by  more  systema- 
tised AA’orks,  tAA'o  houses  and  two  towns  miglit  be 
supplied  Avith  water  constantly  and  m cII,  at  an 
expense  heretofore  incurred  for  sujiplying  one 
intermittently  and  ill ; and  three  houses  and  three 
towns  drained  AA'ell  at  an  expense  hitherto  in- 
curred for  doing  one  ill,  and  that  better  con- 
sidered local  privileges  Avere  conferred  at  one 
tAA'eiiticth  the  expense  theretofore  incurred  by 
the  old  procedure  for  obtaining  local  Acts  of 
rarliament.  In  the  latter  Report,  there  Avas 
contained  a vindication  of  the  economy  of  admi- 
nistratiA'C  principles  of  local  and  central  action, 
enunciated  by  Mr.  Chadwick  in  the  folloAving 
terms  respecting  the  jiroper  position  and  [irin- 
dple  of  action  of  a central  board.  First,  as  a 
responsible  agency  for  the  removal  of  those  e\dls, 
in  the  repression  of  Avliich  the  public  at  large 
have  an  interest.  Next,  as  an  authority  for 
appeal  in  disputes  betAveen  conflicting  local  in- 
terests. Thirdly,  as  a security  for  the  due  dis- 
tribution of  local  charges,  for  the  protection  of 
minorities  and  absentees  against  Avasteful  AVorks 
or  improper  charges;  and  fourthly,  as  a means 
of  coimnuuicatiug  to  each  locality,  for  its  guid- 
ance, the  principles  deduced  from  the  experience 
of  all  other  places  from  which  information  may 
be  obtainable.”  All  the  legislative  arrangements 
proposed  had  a Avide  economical  basis  in  the  lu'o- 
veution  of  one  form  or  other  of  Avaste. 

On  the  application  of  Sanitary  Science  to  the 
protection  of  the  Indian  Army. 

This  jiaper  w'as  read  at  the  Li\*erpool  meeting 
of  the  Association  for  the  Advancement  of  Social 
Science,  1838,  and  published  in  their  transactions. 
In  it  ^L‘.  ChadAvick  adduces  evidence  to  shew 
that  the  doctrine  that  the  Anglo-Saxon  race,  or 
that  Europeans  cannot  Hat,  or  labor,  or  last,  or 
that  their  children  cannot  Ha'c  in  India,  or  in 
colonies  in  the  tropics,  is  Avliolly  erroneous.  That 
the  cxcessiA*e  mortality  is  due  in  jiart  to  local 
causes  of  disease,  jungles,  marshes,  stagnant  and 
imjnirc  air,  Avhicli  are  removable  by  engineering 
art  directed  by  sanitary  science,  and  in  part  to 
grossly  bad  habits  of  life,  and  ignorant  treatment 
of  children.  He  shcAva  that  under  moderately 
good  conditions  the  deatli  rate  in  India  is  lower 
than  in  some  of  the  English  cities.  One  result 
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of  this  exposition  and  of  personal  representa- 
tions, was  the  ai>puintinent  of  a special  commission 
to  investigate  the  moans  of  applying  the  means 
of  prevention  on  whicli  the  permanence  of 
European,  or  the  more  civilized  dominion  is 
dei)eiident. 

On  the  Reorganisation  of  the  Civil  Service. 
185.5. 

After  the  disasters  in  the  Crimea,  when  ad- 
ministrative reform  was  loudly  demanded  by 
the  public,  the  then  Chancellor  of  the  Exchequer, 
hir.  Gladstone,  asked  tlie  most  experienced  of 
the  civil  servants  for  their  views  as  to  the  most 
eligible  measures  of  reform.  Tliis  paper  of  Mr. 
Chadwick’s  displayed  the  radical  defect  of  the 
service  in  ill-arranged  business  conducted  by 
men  appointed  and  promoted  by  political  patron- 
age, and  advocated  the  superior  economy  of  the 
service  of  a few  highly  qualitied,  as  against  many 
inferior  and  ill-paid  public  servants.  He  repudi- 
ated as  utterly  untrustworthy  *‘piiss  examina- 
tions” for  first  appointments,  and  renewed  tlie 
advocacy  of  open  public  competitive,  as  the  only 
safe  test  of  caj)iibililies,  combined  with  prolonged 
probations.  The  principle  of  open  competitive 
examinations  was  advocated  in  two  lectures,  the 
one  at  the  meeting  of  the  British  Association  at 
Dublin,  the  other  at  Leeds,  both  of  which  were 
]>ublished  in  the  transactions  of  the  Statistical 
Society.  One  economical  ground  taken  as  respects 
these  examinations  was,  that  they  saved  to  the 
public  what  Mr.  Babbage  has  designated  iis  the 
labor  of  verification,  and  when  conducted  in  a 
trustworthy  maimer  performed  the  service  of 
“hall  marks”  in  plate,  or  coinage  in  metals. 
The  |>rinciple  of  open  competition  was  affirmed 
by  Parliament,  in  several  divisions  against  the 
government. 

At  the  instance  of  Mr.  John  Mill,  the  prin- 
ciple of  the  open  competition  was  introduced  into 
tlie  Civil  Service  of  India,  and  at  the  instance  of 
Sir  Charles  Trevelyan,  and  Sir  Stafford  i^orth- 
cote,  ami  ^Ir.  Gladstone,  into  the  English  Civil 
Service,  at  the  instance  of  Mr.  Monsell  into  the 
scientific  department  of  the  ai’my,  and  is  now 
under  partial  trial. 

DeVavenirde  1 agriculture.,  et  des  travailleurs 
agricoles ; memoire  presente  au  congres  interna- 
tiomd  de  bienfaisance  de  Bruxelles.  Public  dans 
Le  Moniteur  Beige. 

Another  part  of  the  same  topic  was  treated  in 
a paper  published  in  the  transactions  of  the 
Society  of  Arts,  mentioned  below,  on  the  future 
of  the  laborers  in  the  mechanical  arts.  The 
object  of  both  papers  was  to  i)rove  that  improved 
.and  refined  processes,  or  improved  machinery, 
could  only  be  conducted  by  workmen  endowed 
with  increased  intelligence.  That  this  intelli- 
gence could  only  be  evoked  by  au  interest  in  the 
result,  that  is  to  say  an  augmented  share  of  the 
]>roduce,  or  incivascd  wages,  and  that  these  con- 
ditions, or  the  main  one,  the  interest  in  the  result, 
is  almost  entirely  independent  of  the  ordinary 
economical  elements  of  the  demand  and  supply 
of  labor.  In  illustration  of  this  doctrine,  instances 
were  given  when  on  the  occasion  of  a falling 
market  it  became  necessary  to  reduce  the  cost  of 
a manufacture  and  to  make  arrangements  to  en- 
able one  workman  to  manage  machinery  thereto- 
fore managed  by  two ; who  had  each  18s.  a week 
But  though  in  the  depressed  labor  mar- 


j ket  men  were  obtainable  at  a lower  rate  than  18s. 
I a week  ages, it  was  deemed  necessary,  on  account 
I of  the  increased  responsibility  of  the  superiuten- 
dance  of  an  increased  amount  of  machinery,  to 
give  *24s.  a week  as  wages.  The  term  self-acting 
I machinery  was  sluovu  not  to  be  of  general  ap- 
' plication,  and  that  the  amount  of  production  from 
' machinery  was  governed  more  largely  than  is 
siqiposed  by  the  interest  and  skill  in  working  it. 
All  the  large  advances  in  the  use  of  machinery 
had,  as  a general  rule,  been  accomi)anied  by  an 
I average  increase  of  wages,  as  well  as  by  a r<^nc- 
tion  in  the  price  of  production.  The  future  of 
j agriculture,  that  is  to  say,  its  greatest  jn-ofit,  was 
I shown  to  be,  instead  of  a thin  production,  by 
I rude  and  simple  processes  on  wide  areas,  a liigh 
production  on  narrow  areas,  by  which  rents, 

[ expenses  of  roads,  hedges  and  transport,  are  re- 
I duced,  but  for  this  high  cultivation  machinery, 
and  more  skilful  labor,  is  needed,  which  increased 
skill  can  only  be  obtained  by  an  increased  inter- 
est in  the  work,  that  is  to  say,  by  increased  wages, 
or  a proportionate  share  ot  an  augmented  produce. 

\ These  economical  elements  he  propounds  as 
I grounds  r>f  liopc  for  a bright  future  for  the  masses. 

I Mr.  Chadwick’s  i>aper  inserted  in  the  Journal 
of  (he  Soricty  of  Arts,  Js^ovember  14,  1850,  gives 
I many  interesting  details  of  the  effect  of  machi- 
I nery  on  wages,  quite  overthrowing  the  fallacy 
that  machinery  lowers  wages,  whereas  its  almost 
invariable  tendency  is  to  raise  them.  It  also 
amply  confirms  what  ive  have  said  {Elements  of 
Political  Economy ; p.  106.  Cost  of  Peoduction) 
of  tlie  fallacy  of  Ricardo’s  law  that  cost  if  pro- 
duction regulates  value ; for  even  in  the  cases  to 
which  that  law  is  apparently  applicable,  it  is 
often  Just  the  reverse,  it  is  Value  that  governs 
cost  of  production.  Mr.  Chadwick  savs  p.  805. 
“The  periods  of  manufacturing  distress  have 
heretofore  been  the  chief  periods  of  improvement 
to  the  laboring  classes  themselves.  It  was  an 
aphorism  ot  the  father  of  the  cotton  mamifactiire 
in  England,  Mr.  John  Kennedy,  of  Ardwick  Hall, 
recently  deceased,  whose  first  spinning  was  by 
Iiand— 'tluii  by  a machine  worked  by  a donkey 
—-then  by  a Itorse — then  by  a Xewcomen’s  en- 
gine  and  lastly  by  a AVatt  of  500  horse  jiowcr, 
and  who  had  taken  part  in  all  the  vicissitudes  of 
the  cotton  nianutacture  from  its  conimeiieeincnl, 
that  latterly  no  extensive  improvement  was  made 
in  the  mmmfucture  except  in  periods  of  thread- 
bare profits.  At  these  jteriods,  when  demand  is 
slackened,  when  prices  fall,  the  mamifactnrer  is 
driven  to  consider  and  execute  whatever  im- 
l>rovemenls  he  or  others  can  devise,  by  which 
the  expeiL-e  of  production  may  be  reduced,  and 
his  jn-ofits  be  maintained  at  the  reduced  price  of 
the  market.”  Which  shows  very  clearly  that  the 
maiiutacturer  is  obliged  to  accommodate  cost  of  pro- 
duction to  market  price.  The  very  same  thing  is 
notorioasly  true  regarding  agriculture.  It”  is 
true  that  during  the  liigh  prices  caused  by  the  war 
and  a depreciated  jiapor  currency,  vast  quantities 
of  poor  land  were  taken  into  cultivation,  but  it 
is  also  trm-  that  in  recent  years  the  apprehended 
fall  in  the  price  of  corn  from  the  repeal  of  the 
corn  laws,  was  the  great  parent  of  the  marvel- 
lous progress  in  agricultural  science  of  late  years. 
In  each  ca^e  value  was  quite  independent  of  cost 
of  production ; in  the  fonner  case  the  increased 
value  permitted  increased  cost  of  production,  in 
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the  latter,  the  diminislu-d  value  compelled  a di-  | 
minislh'd  cost  of  production.  I 

Mr.  Chadwick  also  dearly  exidaiiis  the  ajtpa-  | 
rent  paradox  of  mmmtaclurers  extending  their 
Avorks  in  limes  of  dejiressioii,  when  uiiretlecting 
person.s  are  apt  to  accuse  them  of  reckless  specuht- 
lion.  “ Blit,”  says  he,  “on  inquiry,  I have  always  | 
iound  that  llie  capitalists  knew  best  what  they  l 
were  about,  and  that  the  investment,  instead  of 
being  more  dangerous,  Avas  in  reality  more  safe 
than  ever. 

“ The  economical  sequence  has  appeared  to  me  ' 
to  be  as  follows : — 

“ Long  depressed  markets  have  necessitated 
the  consideration  and  adoption,  by  the  inaniifac- 
tun'r,of  iniiirovcmeiits  in  processes  ami  machinery, 
by  wliich  the  cost  of  production  is  lowered  to 
meet  the  fallen  demand. 

“'I'hese  linproveimMits  have  necessitated  for 
tlu'ir  execution  improved  labor,  at  improved 
wages. 

'I'lic  reduced  price  rendered  possible  by  the 
reduced  cost  of  production,  has  brought  the  com- 
modities witliin  the  reach  of  greater  numbers,  and 
1ms  stimulated  and  extended  the  habitual  coii- 
sumi>tiou. 

“ The  restored  and  extended  demand  has,  in 
the  case  of  articles  of  what  may  be  deemed  pri- 
mary necessity  for  civilised  life,  been  from  a 
bigiier  to  a lower  class  of  consumers,  avIio  are  the 
b*ast  afi'ected  by  tlu*  tliictuation  of  fashion,  or 
disposed  to  sudden  changes  of  habit;  and  hence 
the  consumption  is  placed  upon  a wider  and  firmer 
basis,  rendering  employment  at  the  improved 
Avages  less  liable  to  extreme  fiiict nations. 

“The  im|u*o\'emciits  in  processes  and  ma-  1 
chiiiery,  AvhicU  have  occasioned  a demand  for  ' 
improved  labor,  are  attended  Avith  the  additional 
security  to  the  operative,  that  they  compel  the 
manufacturer  to  resort  rather  to  short  time,  and 
struggle  to  the  last  before  he  stops  his  AA'orks,  for 
if  he  once  disperses  his  Avhole  establishment,  he 
may  not  again  get  such  another  together,  and  on 
such  occasions,  he  often  finds  himself  in  this  ]>o- 
sitioii, — that  wliilst  ho  manufactures  Avithout  a 
profit,  or  even  at  a loss,  he  Avill  incur  more  loss 
livthe  deterioration  Avhich  Ids  machinery  under- 
goes Avhen  stopped,  than  by  keeping  the  AA'orks 
going.” — (Cost  of  rRoi>icTiox.) 

The  economical  results  of  diff  erent  principles  of  | 
legislation  and  administration  in  Europe,  especially 
those  invoicing  the  principle  of  competition  for  the 
Jield,  as  compared  irith  the  principle  of  competition 
u'ithin  the  field  of  service.  Read  before  the  5Sta- 
tislieal  Society  of  Loudon,  Jan.,  1859. 

This  paper  displays,  as  a master  evil,  defective 
economic  science,  as  a source  of  exteiisiA'elv  dis- 
astrous  legislation  in  raihvays,  public  AA'<irks,  and 
public  seiwice  of  intercommuidcatioii,  and  the 
liroduction  and  distribution  of  bread  and  beer, 
arising  from  tlie  public  ignorance,  that  there  are 
dilfcreiit  conditions  of  competition,  sound  and 
unsound.  Tliat  whilst  there  are  conditions  of 
coiiqietition  Avhieli  ensure  to  the  public,  the  most 
responsible,  and  the  cheapest  and  best  service, 
and  whicli  are  requisite  for  improvements  of  the 
greatest  magnitude,  there  arc  comlitious  Avhicli 
create  inevitable  Avaste  and  insecurity  of  i>roperty, 
Avhich  raise  prices,  and  check  improvemeut,  Avhich 
engmulcr  fraud  and  violence,  and  subject  the 
public  to  irresiionsible  monopolies  of  the  AA'orst 


sort.  lie  tlien  states  the  condition  under  Avhich 
the  principle  was  presented  to  him.  “ From  1858 
to  lH4l,  Avhilst  exaininiug  the  sanitary  conditions 
of  town  inqxilalions,  I found  urban  districts  in 
England,  Avliere  there  are  two  or  tliree  sets  of 
water-pipes,  carried  through  streets  Avhich  might 
be  as  Avell,  or  better,  supplied  under  one  estalt- 
lishmeiit,  and  competitions  ending  in  strict  mono- 
polies, bad  and  deficient  suiqilies  to  the  juiblic, 
with  loAv  dividends  to  the  shareholders,  and  an 
almost  impracticability  of  improvement  in  their 
separate  condition  Avithout  augmenting  the  already 
excessive  charges  of  the  ratepayers,  or  further 
reducing  the  low  returns  to  the  cajdtalists.  These 
competitions  are  Avhat  I then  designated  as  com- 
petitions ‘Avithin  the  tiehl  of  service,’  as  opposed 
to  tliat  form  of  competition  1 proposed  as  an  ad- 
ministrative i>rinciple,  ‘competition  /*o/*the  field,* 
that  is  to  say,  that  the  Avhole  field  of  service 
should  be  pul  up  uu  behalf  of  the  public  for 
Coiupetitiuu  on  the  only  condition  on  Avhich 
(diicieiicy,  as  Avell  as  the  utmost  cheapness,  Avas 
jiracticablc,  namely,  the  jiussession  by  one  capital, 
or  by  one  establishment,  of  the  entire  field  Avhicli 
AA'oiiid  be  most  efficiently  and  economically  ad- 
mhiistered  by  one,  Avith  full  securities  towards 
the  public  for  the  full  performance  of  the  reipiisile 
j scTA'ice  during  a given  period.  The  principle  AAas, 
i upon  due  consideration,  extensiA'ely  adopted,  and 
udA’oeated  by  penuaneiit  public  officers,  commis- 
sioners, and  disinterested  public  im  estigabirs,  tor 
the  regulation  of  enteiqirises  in  railAA’ays,  tlieii  at 
their  commencement.  But  the  views  chietiy  ad- 
vocated by  speculators  and  persons  Avlm  profit  by 
multiplied  contlicts,  Avho  gain  Avhosoever  else  lose.s, 
Avere  ado]>ted  by  parliament.  The  principle  was, 
lioAA'CA'er,  upon  independent  considerations,  adopteil 
by  continental  admmislrators  and  legislators,  and 
the  results  stand  out  iu  Avide  ami  undeniable  cun- 
tra.st  of  legislative  and  administrative  ability  ami 
integrity.  In  France,  for  example,  is  a much 
more  responsible  and  regular  service  for  the 
public  at  loAver  fares,  Avith  higher  priced  materials, 
Avith  dearer  fuel,  poorer,  thinner,  and  less  active 
populations,  and  loAver  elements  of  traffic,  ami 
yet  Avith  an  average  return  of  from  seven  to  nine 
per  cent,  to  the  original  shareholders  of  the  lines 
Avorked  by  companies.  In  England  Ave  have  a 
clashing,  immensely  more  dangerous,  unsatisfac- 
tory, and  generally  less  responsible  service  to  the 
public,  fares,  as  contrasted  Avith  those  of  the  con- 
tinent generally,  one-third  higher;  Avith  fuel, 
iron,  and  machinery  cheai»er,  and  yet  Avith  an 
aA'erage  return  of  only  d.06  per  cent,  to  the 
I original  shareholders  — Avith  extensive  ruin  to 
I them,  Avith  gigantic  fortunes  to  the  promoters  of 
I conflicts.  Ill  France  the  original  shareholders 
i have,  moreoA'cr,  the  elements  of  security  and 
j further  improvemeut  to  their  property,  wliilst  the 
; French  public  have  iu  reversion  at  the  termina- 
j tiou  of  tlieir  concessions,  the  prospect  of  further 
I reduction  of  fares,  and  increased  facilities  for  in- 
tercommunication, us  a iicAv  source  of  revenue 
deriA'uble  from  jiast  economy  iu  the  reduction  of 
the  general  taxation  of  the  country.  In  England 
tile  greater  mass  of  original  shareholders  liave 
before  them  the  ele^lCllt:^  of  further  depreciation 
and  loss,  and  even  ruin,  by  the  bounty  afforded 
by  the  practicability  of  clieaper  constructions, 
ami  competitive  oxteusious.” 

The  paper  goes  over  several  Avide  fields  of  ud- 
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ministration,  and  drives  evidence  to  sliow  that 
n'j^ulation  is  necessary  to  the  perfect  freedom  of 
competition,  and  of  trade,  by  preventing;  the 
com]>etitors  from  beiii"  overwcij^lited  by  unneces- 
sary establisliment  charjres,  and  snlijected  to 
needless  risks  ami  losses,  which  are  equally  waste, 
wliether  paid  for  by  the  private  individual,  ortho 
public.  The  views  which  the  paper  propounds 
have  been  recojrnized  by  the  chief  Economists  as 
corrections  of  the  earlier  doctrines  of  coinpetititm 
and  free  trade.  Mr.  Chadwick  has  introduced  the 
term  “ economical  analysis”  as  a process  practi- 
cable for  political  economy,  corresjiondinj;  to  that 
of  chemical  analysis.  “ To  "ive”  he  says,  “ a 
conception  of  the  extent  of  the  financial  bearing 
of  the  economical  question  as  to  the  cost  of  pro- 
duction and  distribution  on  a lartre  or  a small 
scale,  I may  state  that  some  years  ag(j  I had 
occasion  to  make  what  I term  an  economic 
analysis  of  a 4 lb.  loaf  of  bread,  that  is  to  say, 
how  much  the  cost  of  production,  of  transport,  of 
distribution,  there  was  in  the  price,  when  I found 
that  at  tile  prices  and  rents  of  tlie  time,  averaging 
in  England  25s.  per  acre,  the  rent  in  tlie  four 
]Mmnd  loaf  was  about  tliree  farthings,  whilst  the 
cost  of  distribution  was  moi’c  than  three  half-pence. 
On  the  like  economical  analysis  of  the  cost  of  a 
I)ouiid  of  meat  to  tlie  consumer,  the  charge  to  him 
ajqieared  to  bear  the  like  projiortion,  /.c.,  double 
the  rent  in  the  price  of  the  commodity  to  the  con- 
sumer. It  appeared  generally  that  the  cost  of  dis- 
tributing the  produce  of  the  soil  was  double  the 
rental  of  the  soil.  It  appeared  by  the  extension 
of  the  field  of  service  and  the  saving  of  the 
charges  of  unnecessary  establishments  and  labor, 
the  service  of  distribution  might  be  gi*eatly  im- 
proved, and  the  expense  reduced  to  less  than  one 
half,  or,  in  other  words,  the  result  was  indicated  of 
a possible  aggregate  saving  to  the  community 
equal  to  the  whole  of  the  general  taxation  of  the 
Country." 

M e "have  given  this  long  account  of  Mr.  Chad- 
wick’s works  partly  on  account  of  their  great 
jiraclical  importance  to  the  country,  and  partly 
liecause  they  chiefly  lie  entombed  iu  blue  books, 
and  other  places  where  tliey  are  in  danger  of  pass- 
ing into  oblivion,  and  therefore  it  is  the  more  in- 
cumbent on  a person  who  assumes  the  office  of 
recording  the  progress  of  Economic  Science,  to 
bestow  particular  care  that  the  labors  and  merits  | 
of  one  to  whom  so  much  is  due,  should  meet 
with  just  a]q>reciation. 

The  result  of  Mr.  Chadwick’s  labors  is  a preg- 
nant example  of  what  we  have  always  strenuously 
maintained,  that  the  Inductive  is  the  only  true 
method  of  investigation  in  Political  Economy. 
What  clouds  of  wide  spread  and  dangerous  error 
have  the  investigations  Avith  Avhich  he  has  been 
connected  brought  to  light  and  dispelled  I AVhat 
a mass  of  surprising  and  unlooked-for  principles, 
afiecting  the  most  important  interests  of  Society, 
have  been  discovered  by  following  the  Baconian 
method  of  Observation  and  Experience ! And 
Ave  repeat  again  and  again  that  the  Avhole  field  of 
Political  Economy  must  be  resurveyed  iu  the 
same  spirit.  When  this  is  dune  Avith  competent 
kiioAvledge,  it  Avill  be  found  that  a great  deal 
of  Political  Economy  is  infected  Avitli  a like 
amount  of  error  as  that  part  investigated  by  Mr. 
ChadAvick.  When  pnqierly  explained,  it  Avill  be 
found  that  a very  large  portion  of  doctrines  cur- 


rent in  AA'orks  on  Political  Economy,  is  nothing 
but  transparent  fallacy  and  delusion.  And  there 
is  tlie  greater  necessity  for  its  being  done  at  the 
present  day  when  Political  Economy  is  ma<le  the 
subject  of  exaniinatioii  in  the  public  services.  A 
careful  'Ur\a*y  of  the  Avhole  science  outlie  method 
pursued  by  ^Ir.  Chadwick,  Avould  ju’oduce  as  gi'eat 
a transformation  in  it  as  took  place  in  Mechanics 
by  the  researches  of  Galileo. 

CHADWICK,  WILLIAM  ARTHUR. 

The  Xational  Debt  no  debt  at  all,  hut  ichat  it 
reaUif  is  explained^  and  the  “ Morals  of  Money  " 
coti.sider'‘d.  London,  1855. 

CHAILLON  DES  BARRES,  Baron.  Born 
ill  1784.  Prefect  of  Creuse  under  the  fii-st  French 
Empire. 

Tlssm  sur  la  legislation  des  grains  jusqiCd  ce 
jour,  Paris,  1821. 

CHAIX,  B. 

Preoccupations  statistiques^  geographiques^  pit^ 
toresques^  etsynoptiquesy  du  departement  des  Hautes 
Alpes,  Grenoble,  1845. 

CHAIX,  N. 

Anniu'ire  official deschemins  de  fer,  Paris,  1847. 

CHALETTE,  J. 

Prh'h  de  stafistique  generate  du  departement  de 
la  Marne,  Chalons,  1844-5. 

CHALMERS,  GEORGE,  a Avriter  of  consider- 
able eminence  in  his  day,  Ava.s  born  at  Fochabers, 
in  jMorayshire,  iu  the  year  1742.  He  studied  at 
King’s  College,  Aberdeen,  and  Edinburgh.  In 
1783  he  AVTiit  on  business  to  America,  and  settled 
as  a lawyer  at  Baltimore,  iu  Maryland.  At  the 
revolution  he  Avarmly  espoused  the  side  of  the 
mother  country,  and,  inconsequence,  Avas  obliged 
to  leave  the  country  and  come  to  England. 
Having  siiftered  severe  losses  by  adopting  this 
cour.se,  tor  Avhieh  he  received  no  comiiensation,  he 
dcA-oted  himself  to  literature,  and  produced  many 
Avorks  in  history,  aiititpiities,  and  politics,  Avliich, 
however,  we  must  pass  by. 

Ill  178G  bis  Avritiiigs  had  attracted  notice,  and 
he  AA’as  appointed  chief  clerk  to  the  committee  of 
privy  council  in  matters  relating  to  trade  and 
foreign  idantations,  an  office  Avhich  he  held  till 
his  death  on  May  31st,  1825. 

His  Avorks  relating  to  Economic  Science  are : — 

An  estinaite  of  the  comparative  strength  (f  Great 
Britain  during  the  present  and  four  preceding 
reigns,  Loudon,  1786;  last  edition,  1804, 

A chronological  account  <f  Commerce  and  Coin- 
age in  Great  Britain^  from  the  Restoration  till 
1810.  Loudon,  1810. 

An  historical  review  of  the  domestic  economy  of 
Great  Britain  and  Ireland^  from  the  earliest  to  the 
present  hme.  Edinburgh,  1*812. 

Considerations  on  commerce^  bullion  and  co/w, 
circnlativn  and  exchanges.  London,  1811. 

This  Avork  is  Avorth  reading  as  coiitainiiig  the 
most  complete  mass  of  blnuders  and  absurdities 
on  the  subject  it  treats  of,  Avhich  Avereyet  believed 
ill  by  the  majority  of  the  merchants  of  the  day. 

Comparative  views  of  the  state  of  Great  Britain 
and  Ireland^  before  and  since  the  war,  London, 
1817. 
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CHALMERS.  PETER. 

Historical  and  Statistical  account  of  Dunferm- 
line, Edinburgh,  1844. 

CHALMERS,  THOMAS.  D.D.  This  cmi- 
iient  divine,  one  of  the  very  few  Scotch  clergymen 
Avho  have  obtained  a European  reputation,  Avas 
born  at  Anstnither,  in  Fifeshire,  on  the  1 7th 
March,  1780.  Three  adjacent  villages  in  this 
county  are  illustrious  as  having  given  birth  to 
three  of  the  most  eminent  Scotchmen  of  modern 
times,  Adam  Smith,  Sir  John  Leslie,  and  Dr. 
Chalmers. 

The  father  of  Dr.  Chalmers  AA^as  a member  of  a 
respectable  county  family.  lie  foIIovA’cd  the  busi- 
ness of  a sliipoAviier  and  general  mercliaiit,  but  be 
had  several  relations  in  the  Scotch  Church,  Avhich 
probably  determined  the  bias  of  the  subject  of 
this  memoir  in  that  direction,  in  Avhich  he  attained 
so  great  a celebrity.  It  is  somcAvhat  remarkable 
that  Dr.  Chalmers,  long  after  he  had  attained  the 
summit  of  fame  as  a preacher,  and  had  published 
discourses  Avhich  rivalled  the  AVaverley  NoA'els 
in  popularity,  declared  that  it  Avas  the  highest 
object  of  his  earthly  ambition  to  complete  his 
treati.se  on  Political  Economy,  He  ahvays  con- 
sidered his  economical  Avritings  as  the  greatest  of 
his  intellectual  eft’orts,  and  he  ranked  the  truths 
(»f  Economic  Science  as  next  in  importance  to 
those  of  Religion  and  Ethics. 

Dr.  Chalmers  Avas  the  sixth  child,  and  fourth 
son,  of  a family  of  fourteen.  The  number  of  the 
tamily  made  it  desirable  to  relieve  the  mother  as 
much  as  possible  from  the  care  of  them,  and  he 
Avas  sent  to  school  at  three  years  of  age,  Avhere  he 
Avas  A'cry  badly  used.  He  shcAved  an  early  bent  to 
the  career  he  afterwards  folloAved.  One  day  he 
Avas  found  standing  on  a chair,  vigorously  preach- 
ing to  a single  auditor,  one  of  his  schoolfelloAvs. 

In  his  Pith  year  he  Avas  sent  to  the  Lbiiversity 
of  St.  Andrews,  Avhere  he  Avas  the  youngest  boy  , 
but  one,  and  that  one  AA'as  John,  Lord  Campbell, 
Lord  Iligli  Cliancellor  of  England. 

During  tAA'o  sessions  be  does  not  seem  to  haA'e 
shewn  any  particular  signs  of  geniu-s.  But  at 
the  dose  of  the  third  he  suddenly  conceiA^ed  a 
strong  pas.>ioii  for  mathematics,  and  at  this  time 
may  be  dated  the  commencement  of  his  career  of 
intense  intellectual  activity. 

Influenced  no  doubt  partly  by  the  number  of 
his  paterual  relations  iu  the  Scotch  Church,  he 
now  determined  to  adopt  that  profession,  and  he 
passed  the  i)rdiminary  step,  and  obtained  a 
licence  to  preach  in  1799.  But  instead  of  enter- 
ing on  his  profession  at  once,  he  aa'ciU  to  Edin- 
burgh, and  attended  the  lectures  of  Dugald 
Stewart,  Robinson,  Plavfair  and  Hope.  He  also 
gave  much  attention  to  Ethics  and  Politics,  and 
Avas  taken  Avith  a Juvenile  ardor  for  Godwin’s 
Political  Justice. 

While  Availing  for  a parish  of  his  own,  he  Avent 
to  a.ssist  a minister  near  IlaAvick.  The  differ- 
ence of  the  administration  of  the  pocn*  law  in 
that  manufacturing  district,  and  the  effect  of  a 
legal  assessment  for  the  relief  of  the  poor  upon 
their  habits  and  character,  coutra.sted  with  its 
administration  in  the  country  parish  lie  afterwards 
obtained,  struck  him  A'ery  forcibly,  and  originated 
that  perscA’criug  opposition  to  all* legal  assessment 
for  the  relief  of  the  poor,  which  he  so  ardently 
maintained  throughout  his  life 
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In  1802,  he  returned  to  the  neighbourhood  of 
St.  AiuIrcAvs,  Avliere  his  great  ambition  was  to 
obtain  the  offi<‘e  of  assistant  to  the  mathematical 
professor  in  the  University.  This  gentleman 
had  long  been  a confirmed  invalid,  and  had 
availed  himself  of  the  services  of  a .series  of 
assistants,  some  of  Avhom  became  distinguished 
men.  In  the  autumn  of  1802Jie  obtained  the 
appointment  he  so  much  cov'cted. 

In  May  1803,  he  Avas  jireseiited  to  the  Ii\'ing 
of  Kilmaiiy,  about  nine  miles  from  St.  Amlrews, 
partly  through  the  intiueuce  of  his  father’s  rela- 
tions. He  remained  there  till  1815. 

A lecturer  on  mathematics  Avould  appear  to  be 
about  the  la.st  person  to  haA-e  a field  for  the  dis- 
plav  of  eloquence.  Xevertheless  Chalmers's  pe- 
culiar genius  soon  shoAved  itself.  He  introduced 
such  a degree  of  ferAud  eloquence  into  In's  lectures 
as  to  excite  the  utmost  enthusiasm  among  his 
]nipils.  The  extraordinary  phenomenon  of  an 
eloquent  mathematical  lecturer  horrified  and 
alarmed  the  College  Dons.  The  profe.^'sor  gave 
certificates  to  the  pupils  Avithout  consulting  him. 
He  took  umbrage  at  this,  and  remonstrated  Avith 
some  Avarmth,  aud  the  Professor  seized  the  oppor- 
tunity to  dismiss  him  on  the  ground  of  incompe- 
tence. 

He  was  deeply  mortified  at  being  not  only  de- 
judved  of  the  office  AA'hich  Avas  the  object  of  his 
ambition,  but  at  having  an  unmerited  stigma  cast 
on  liis  capacity.  He  adopted  the  extraordinary 
resolution  to  open  an  opposition  to  the  University 
in  the  toAA-n.  A rebellion  against  the  UuiA'crsity 
under  its  OAvn  nose  ! The  quiet  folks  of  the  town 
Avere  dismayed,  the  professors  Avere  furious,  aud 
combined  against  him,  and  threatened  the  students 
Avitli  their  scA’erest  displeasure  if  they  should 
venture  to  attend  his  lectures.  The  students 
were  divided,  and  a considerable  number  Avent 
to  hear  him,  in  defiance  of  the  College  authorities. 

His  mathematical  lectures  Avere  decidedly  suc- 
cessful, and  he  completely  turned  the  tide  of  favor 
in  the  town  by  giving  a course  of  lectures  on 
Chemistry,  illustrated  with  experiments.  These 
Avere  immensely  popular,  and  he  rejieated  them 
on  several  occasions  Avith  equal  success.  Besides 
these  he  preached  at  Kilmany  ever}*  Sunday. 

In  1804,  he  was  a candidate  for  the  chair  of 
natural  philosophy  at  St.  AudrcAvs,  aud  in  1805, 
for  the  mathematical  chair  at  Edinburgh.  The 
contest  gave  rise  to  much  acrimony,  and  was  \oiv^ 
remembered  in  the  UbiiA-ersity.  ' The  A'aeancy 
Wits  created  by  the  transfer  of  Playfair  to  the 
chair  of  natural  philosophy.  He  faA'ored  the 
appointment  of  Leslie,  and  published  a pamphlet 
in  Avhich  he  maintained  that  the  vigorous  jirose- 
cution  of  maiheinaties  Avas  incompatible  Avith 
clerical  duties.  Chalmers  published  au  anony- 
mous reply,  in  AAhich  he  said  that  tAvo  days  in 
the  Aveek  were  sufficient  for  the  due  performance 
of  all  clerical  duties,  aud  that  the  minister  might 
ha\'e  the  remainder  to  devote  to  any  pursuit  that 
interested  him.  This  pamphlet  he  afterwards 
disavowed  Avith  much  penitence  and  humiliation. 

In  1807,  he  published  Ills  fii>t  economical  Avork, 
An  Inquiry  into  the  extent  and  stability  of  national 
resources ; iu  consequence  of  Kapoleou’s  measures 
to  cripple  English  commerce.  The  work  met 
Avith  considerable  success,  aud  he  Avas  luvpariu''- 
a now  edition  of  it,  Avheii  he  Avas  seized  Avith  a 
dangerous  illness  which  brought  liiin  to  the  verge 
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till'  au(l  \\l!i(  luk‘i>riviMl  hiin  of  all  power 
of  work  for  a year. 

This  illness  produeed  w complcle  change  in 
Chalmers's  moral  and  spiritual  nature,  and  !iis 
cnerjiy  takinira  new  direction,  evontmilly  lirou^dit 
ahnut  that  e:rcat  event  whieli  gives  an  historical 
interest  to  his  name. 

The  (piestion  of  patronage  has  always  been  a 
fevering  sore  in  the  SetUch  C’hnrcli.  There  had 
been  so  many  contradictory  Acts  of  rarliament. 
So  many  changes  as  one  party  or  tlie  other  got 
the  upper  haml,  and  so  many  breaches  of  faith  by 
tlie  government,  tliat  the  wiiole  subject  of 
])atronagc  was  involved  in  the  utmost  per[»Iexity, 
and  several  schisms  liad  been  the  conseipieuce. 
During  the  latter  ]>art,  Imwever,  of  the  last 
ceiitnrv,  the  Scotch  ('hiirch  had  acainiesced  in  lay 
]»atromige  in  ctmsideration  of  State  support. 
The  party  who  did  this  w(tc  called  the 
“ moderates.  ” A small  minority,  however,  always 
c*mtemb‘d  for  spiritual  independence,  while  main- 
taining the  iK'cessity  of  state  endowments.  This 
]»arty  was  called  tlie  “evangelicals.” 

Ciialmers,  np  to  the  time  of  his  illness,  had 
ludougcd  to  the  moderate  party.  In  conseiiuence 
of  his  retlections  during  tliat  time  of  trial,  he 
joined  the  evangelical  party  after  his  recovery, 
llis  convictions  wore  strengthein'd  by  the  pre- 
paration of  the  article  ChrManity  for  Dr. 
IJrcwstcr's  EiKycIoiuedia.  Tlie  fruits  of  this 
change  were  si.hui  visible  in  the  altered  tone  of 
his  preaching,  wliich  exhibited  a depth  and  ear- 
nestness wliich  he  never  displayed  before,  and 
the  fame  of  the  minister  of  Kilmany,  soon  spread 
through  the  country,  and  drew  crowds  from  far 
and  m-ar  to  hear  him.  He  now  devoted  himself  to 
jiarochial  duties  with  all  the  innate  fervor  of  his 
character,  and  formed  those  vie\cs  of  parodiial 
organisation  which  he  afterwards  carried  out  and 
advocated  with  such  zeal  and  jicrsevcrance. 

His  fame  had  now  spread  through  the  country, 
and  in  181o,  the  town  conucil  of  Glasgow 
appointed  him  to  the  Tron  Parish.  His  success 
was  instaiitaueoiis  and  immense.  Glasgow,  and 
soon  all  Scotland,  rang  with  his  fame,  which  was 
not  long  reaching  the  metropolis.  In  18l(>,  he 
gave  a series  of  week-day  sermons  on  the  connec- 
tion between  Astronomy  and  Religion.  They 
were  given  in  the  busiest  time  of  tlie  day. 
Glasgow  merchants  and  men  of  business  deserted 
tlie  Exchange  and  their  counting  houses,  law^^ers 
gave  their  clerks  leave  of  absence  to  hear  him. 
There  wa<  almost  a susjiension  of  business. 
AVlieii  they  were  published  tiiey  ran  through  nine 
editions  of  ‘JO, 000  cojties  in  one  year.  One  of 
the  AVaverley  Novels  was  published  a month 
before  them,  and  it  was  a neck-and-neck  race 
between  them. 

Glasgow  had  now  commenced  taking  those 
jirodigious  strides  which  have  continued  unabated 
to  the  present  day.  Hut  her  ecclesiastical  pro- 
vision had  not  kept  pace  with  her  population. 
C'halmers,  whose  wlioIe  soul  was  now  absetrbed  in 
revivifying  the  ancient  parochial  organization  of 
Scotland,  proclaimed  the  necessity  of  erecting 
twenty  new  churches  in  Glasgow.  In  conse- 
quence of  his  urgent  solicitation,  the  Town 
Oouneil  at  last  agreed  to  form  mie  new  parish, 
and  lln-v  appointed  him  to  it,  in  order  to  give 
him  an  "i>poruinity  of  carrying  his  schemes  into 
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The  parisli  erected  An*  Dr.  Chalmers  was 
named  St.  John'.^,  and  contained  a population  of 
I npwardsof  10, OtH), consisting  chietly  of  operatives 
I and  tile  ]a»orest  classes  of  the  popnlatioii  of  Glas- 
gow, The  church  was  linisheil  in  1811),  and  in 
that  yc  ir  lie  was  appointed  minister.  After  long 
negotiations  and  much  opposition,  he  succeedeii 
in  severing  the  parish  from  the  general  system 
of  pool -law  niaiiagemeut  of  Glasgow.  It  was 
in  liitio'e  neither  to  bo  assessed,  nor  to  receive 
i any  assistance  from  the  otlier  assessed  parishes  in 
the  city. 

Dr.  Chalmers,  as  we  have  said  above,  had,  be- 
fore obtaining  the  living  of  Kilmany,  acted  as 
assistant  to  the  minister  of  a parish  near  Hawick. 
Ill  tlie  latter  parish  there  was  a legal  assessment 
for  the  poor.  On  his  settlement  at  Kilmany, 
which  was  an  ordinary  country  unassessed  parisli, 
the  extraordinary  diflVrence  in  the  sums  applied 
to  the  relief  of  the  poor,  in  proportion  to  tlieir 
iiumbei.s,  struck  him  forciblv.  Ibit  the  ditference 
between  the  character  ami  spirit  of  the  ]>aupers 
ill  the  two  parislics  made  him  rellect  inoredee]»ly 
still.  While  those  of  Hawick  showed  nothing 
but  discontent,  and  tried  every  subterfuge  to  get 
the  parish  money,  which  they  looked  upon  as  their 
right,  those  of  Kilmany  were  grateful  for  tlie 
assistance  they  received,  and  wore  satisfied  with 
much  b’ss.  He  also  remarked  tin*  great  deterio- 
ration in  character  of  those  poor  of  Kilmany  who 
had  been  to  Dundee.  From  this  time  forward, 
a rooted  abhorrence  of  all  legal  relief  took  imsses- 
sion  ot  his  mind,  and  to  oppose  this  system  he 
devoted  much  of  his  writing. 

He  had  urged  this  .so  earnestly  on  the  autho- 
rities of  Glasgow,  that  they  determined  to  let 
liim  try  an  experiment  in  St.  John’s.  The  sum 
which  had  been  expended  hitherto  in  that  district 
was  £1,400,  of  which  the  morning  and  afternoon 
collections  produced  £400,  ami  the  evening  one 
£80.  Dr.  Chalmers  undertook  to  keep  down  the 
panperism  of  this  district  and  give  all  due  relief, 
with  iii>  otlier  fund  but  that  arising  from  the  col- 
lectioii". 

His  plan  was  received  with  ridicule  and  iii- 
crednlify.  No  one  could  belicA'e  that  the  thing 
could  be  done.  In  tact,  as  the  projector  said,  it 
was  infinitely  easier  to  do  the  tiling  than  to 
tiersuadc  any  one  that  it  could  be  done.  He 
divided  the  parish  into  twenty-tivc  districts, 
and  in  each  appointed  a deacon  who  had  the 
charge  of  fifty  or  sixty  families.  It  was  the 
deacon’s  business  to  make  himself  acquainted 
w'ith  the  circumstances  and  resources  of  each 
family,  and  all  applications  for  relief  wxre  to  bo 
made  to  them  alone. 

The  public  had  thought  that  it  w'as  a desperate 
attempt  to  keep  down  tlic  pauperism  on  the  col- 
lectioim  solely.  Dr.  Chalmers  thought  that  they 
w'ere  a great  deal  more  than  enough.  He  Avoiifd 
only  trust  the  evening  collection  of  £80  to  the 
deacon,'  , for  fear  that  they  miglit  be  extravagant. 
Every  application  w'as  received  and  treated  with 
the  gi'eatestcourtesy  and  attention,  blit  W'as  investi- 
gated w ith  the  greatest  rigour.  Hy  these  moans  cir- 
cumstances were  suggested,  and  resources  pointed 
out,  wdiich  in  most  cases  obviated  the  necessity  of 
receiving  public  aid. 

The  success  of  the  experiment  Avas  marvellous, 
and  exceeded  the  most  sanguine  expectations.  At 
j the  end  of  throe  years  and  iiiuc  months,  the  fund 
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had  been  found  not  only  amply  sufficient  for  its 
purpose,  but  there  was  a surplus  of  £1)00,  of  whicIi 
£.500  Avas  allotted  to  the  eudoAvment  of  schools. 
The  sum  spent  on  the  relief  of  the  poor  Avas  re- 
duced from  £1,400  to  £J80.  Dr.  Chalmers  said 
in  a subsequent  Avriting,  that  after  the  first  month 
he  never  inquired  into  a single  case,  and  that  the 
aA’erage  duties  of  the  deacons  did  not  exceed  three 
hours  a month. 

The  history  of  this  experiment  deserves  to  be 
road.  It  met,  liOAveAer,  Avith  no  imitators,  and 
AA'as  abandoned  in  1837,  to  the  infinite  chagrin  of 
its  originator. 

The  immense  popularity  of  Dr.  Chalmers 
made  serious  inroads  on  his  time,  and  Ms  extraor- 
dinary activity  began  to  tell  on  his  constitution. 
After  having  repeated  offers  made  to  him  to 
accept  other  appointments,  he  Avas  glad  to  take 
refuge  iu  the  comparative  repose  of  the  Chair  of 
JMoral  riiilosophy  in  his  oavii  UiiiA'crsity  of  8t. 
AndrcAvs.  AAlth  this  chair  Political  Economy 
W'as  united,  and  he  gave  a course  of  lectures  on 
this  subject  in  18J5. 

In  18*J7,  he  receiA'ed  the  offer  of  the  chair  of 
floral  riiilosophy  in  the  Univ'ersity  of  Loudon, 
Avhich,  hoAVCA'cr,  he  declined. 

In  18*28,  he  Avas  appointed  to  the  Chair  of  Di- 
vinity in  the  Uni\'ersity  of  Edinburgh,  which  he 
continued  to  hold  till  1843. 

In  1831,  he  Avas  requested  to  AA-rite  one  of  the 
HridgeAvater  Treatises;  the  subject  allotted  to 
him  Avas,  “ On  the  adaptation  of  external  nature 
to  the  moral  and  intellectual  constitution  of  man.” 
Ill  1834,  lie  Avas  elected  a FcIIoav  of  the  Royal 
Society  of  Edinburgh,  and  a Member  of  the  in- 
stitute of  France,  and  in  1835  he  went  to  Oxford 
to  be  invested  Avith  the  complimentary  degi-ee  of 
D.C.L. 

In  1832,  he  published  his  treatise  on  Political 
Economy.  He  also  gave  a course  of  lectures  in 
defence  of  religious  eslablishmcuts,  and  in  1840 
he  read  a p;q>er  at  the  meeting  of  the  British 
Association  at  GlasgoAv  against  a pamphlet  Dr. 
Alison  had  published  advocating  a general  poor- 
rate. 

These  things,  though  they  are  Avhat  chiefly  con- 
cern ns  here,  are  but  minor  events  to  the  one  in 
Avhicli  Dr.  Chalmers  next  played  the  leading  part. 
Hut  Ave  rejoice  that  Ave  are  preA'euted  by  ouV  plan 
from  adventuring  on  the  stormy  w'aters'  of  Scuteli 
polemics.  AVe  need  only  tell  our  readers  that 
III*.  Chalmers  Avas  the  hero  and  moving  poAA'cr  of 
the  disruption  of  the  Scotch  Church  in  1843. 

AVhatcver  judgment  may  be  formed  of  that 
movement,  it  is  perfectly  certain  that  it  brought 
on  the  very  thing  which  Dr.  Chalmers  had  been 
combating  so  energetically  for  *25  years,  namely, 
a legal  assessment  for  the  poor.  Thruiighoiit 
large  districts  of  country,  the  people,  led  by '’their 
ministers,  abandoned  the  establishment  in  abudA'. 
There  were  consequently  no  collections  at  the 
church  doors  to  relieve  the  ijoor.  Tlie  conse- 
quence necessarily  Avas  a Poor  LaAV,  Avliich  Avas 
enacted  in  1845. 

At  the  disruption  Dr.  Chalmers  of  course  re- 
signed his  Professorship  of  Divinit}  at  Edinburgh. 
The  Free  Church  founded  a College  of  tlieir  oavii 
of  Avhicli  he  aauis  appointed  Principal  and  Professor 
of  DiA'inity.  In  tliis  capacity  lie  passed  the  last 
four  years  of  Ms  life,  in  wdiicli  all  Ms  energies  Averc 
tasked  to  organise  the  infant  establishment.  In 


Alay,  1847,  he  aa'ciiI  to  London  to  give  evidence 
before  a Committee  of  the  House  of  Commons,  as 
to  the  refusal  of  sites  to  the  Free  Cliureli  by  some 
proprietors  in  Scotland.  After  visiting  different 
parts  of  England  he  returned  to  Edinburgh,  to  be 
present  at  the  meeting  of  the  General  Assembly 
of  the  Free  Church,  but  on  the  31st  of  Al.iy  he 
Avas  found  to  have  died  during  the  night. 

AVhatever  may  be  thought  of  the  eA-em  of  Dr. 
Chalmers’s  life  Avhich  Avill  give  him  his  gi-eatest 
historical  celebrity,  and  on  that  subject  opinions 
Avili  of  course  differ,  there  can  be  no'doubt  tliat  he 
Avas  one  of  the  most  remarkable  men  that  Scotland 
has  produced.  AH  contemporary  Avriters  testify  U) 
the  extraonlinaiy  personal  influence  he  acijuired. 
Nor  Avas  Ids  fame  merely  provincial . The  sensat  ion 
he  made  in  Loudon  Avas  eqiiallA'  great  to  tliat  w'hieli 
he  made  in  GlasgoAA-.  Wlienhe  preached  in  London 
iu  1817, the  church  aa  us  croAvded  for  hours  before 
the  service  began,  ministers  and  statesmen  of  all 
parties  croAvded  to  hear  him,  and  in  their  jmb- 
lished  correspondence  there  is  abundant  eA'idence 
of  the  extraordinary  imiiression  he  made  on  the 
ablest  men  in  the  country. 

Inquiry  into  the  extent  and  stability  of  national 
resources.  Edinburgh,  1807. 

Dr.  Chalmers  published  a collection  of  his 
AA'orks,  1836-4‘2,  iu  25  a'oIs.,  in  Avliich  the  greater 
jmrt  of  his  economical  AA'ritings  are  included. 
AA"e  refer  to  this  edition. 

A'ol.  AH.  Commercial  discourses^  delivered  iu 
1820. 

A ol.  XIA  , XA  , XA  I.  On  the  Christian  and 
Economic  polity  of  a nation^  more  especially  with 
reference  to  its  large  towns. 

These  three  volumes  AA'crc  originally  published 
at  inteiwals.  They  are  chiefly  for  tlie  purpose  of 
advocating  Dr.  Chalmers’s  faA'orite  ]»lan  of 
parochial  organisation.  AMI.  XAT.  is  particularly 
Avorth  reading,  as  in  it  he  has  clearly  seen  and 
enforced  the  doctrine  that  we  have  so  often  main- 
tained, that  it  is  the  product  that  f^ives  culue  to  the 
and  not  labor  that  gives  value  to  tke  product. 
He  sa}'s,  p.  10,  “It  has  all  the  self-evidence  of 
truism,  ami  yet  it  is  strangely  overlooked,  botli  iu 
economic  reasonings  and  in  economic  regulations, 
that  tlio  Avorth  of  that  by  atMcIi  a tiling  is  done 
is  all  derived  from  the  worth  of  that  for  Avhich 
the  thing  is  done.  * » * * 

“ It  is  forgotten  that  the  end  is  greater  than  the 
means;  and  although  Smith  has  formally  asserted 
that  the  end  of  all  production  is  cousumjition,  yet 
CA'en  he  in  the  course  of  Ms  argument  seems  often 
to  hare  forgotten  this  maxim,  in  a certain  A’alue, 
per  se^  Avhich  he  attaches  to  trade  and  manufac- 
tures. Noav  it  ought  cA'er  to  be  kept  in  mind, 
that  trade  and  manufactures  hav'e  all  their 
Avorth  and  significance  as  subservient  to,  and 
none  Avhatever  as  apart  from,  the  enjoyment  of 
consumers.  The  Avorth  of  coimnerce  lies  Avholly 
ill  the  terminus  ad  quern  and  not  iu  the  iter  ad  quod. 

“Noav,  both  by  jHiliticians  and  political  eeoim- 
mists,  tills  ju-inciplc  is  traversiid.  It  is  in  the 
working  up  of  the  commodity,  in  the  buying  of 
it,  and  selling  of  it,  and  transi>orting  of  it,  in  the 
succession  of  A arious  inoveiiients  and  exchanges 
Avhich  it  is  made  to  undergo,  in  that  Avliole  sories 
of  transactions  through  Avhich  It  jiasses  frmn  him 
Avho  first  ]Hit  forth  iiis  hand  upon  its  raAv  mutorial, 
to  him  Avhu  made  the  final  juirchase  of  it,  so  that 
it  ceased  to  be  an  article  of  merchandize  any 
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more,  it  is  in  these  various  steps  whicli  properly 
heionj?  to  the  mauufaeture  of  the  coimnodity  or  to 
tlie  merchandize  thereof,  that  the  whole  prosperity 
of  our  laud  is  conceived  essentially  to  lie.”  These 
are,  it  will  be  observed,  the  same  doctrines  as 
]nd>Iished  by  Dr.  Wiiately  about  the  same  time, 
■u  hen  lie  said  that  men  <live  for  pearls  because 
they  are  valuable,  and  that  tliey  have  not  value 
becau.se  men  dive  for  them.  It  is  the  entire 
reversal  of  the  Ricardian  system  of  Political 
Ectmomv, 

Vol.  XVII 
hlishinenta. 

Vol.  XIX.,  XX.  On  Politic(d  Economy  in 
connection  with  the  moral  state  and  moral  prospects 
of  society. 

This  is  Dr.  Chalmer.s's  most  elaborate  work  on 
Political  Economy,  and  as  he  himself  says,  it  is 
in  no  sense  a formal  treatise,  but  rather  some  ma- 
terials for  one.  At  j).  98,  he  has  seen  the  true 
function  of  money.  “There  is  nothin"  in  the 
intervention  of  money  which  should  disguise  the 
real  character  of  the  ojieration.  If  landed  pro- 
prietors be  the  chief  customers  for  the  commodi- 
ties in  (luestioii,  they  do  not  just  give  on  the  in- 
.stant  the  ipsa  corpora  of  their  wealth,  but  they 
give  what  is  efpiivalent,  a lifting  power  to  a cer- 
tain extent,  or  an  order  to  a certain  amount  for 
the  produce  of  their  land.  This  pa-sses  from  the 
hand  of  the  capitalist  to  the  hand  of  his  work- 
men, and  they  on  presetiting  it  at  a sliop  or  mar- 
ket, Just  get  in  food,  tliat  chief  article  of  main- 
tenance, the  pn»per  and  essential  return  for  their 
labor.”  This  i.s  in  ])erfect  conformity  with  the 
doc'trine  of  Aristotle,  Rurke,  Hastiat,  &c.,  that 
money  is  a pledge  for  tiie  future,  or  general  credit. 
(Currency.) 

J.  JJ.  Say  1ms  been  supposed  to  have  demon- 
strated the  impossibility  of  a general  glut,  or 
genera!  overproduction  of  all  commodities.  Dr. 
Chalmers  devotes  his  first  five  chapters  to  a refu- 
tation of  this  doctrine.  There  is  much  ingenious 
speculation  in  tliis,  but  we  must  forbear  to  ex- 
amine into  either  of  the  ojiposing  doctrines,  be- 
cause there  is  notliing  really  practical  in  either  of 
them.  Dr.  Chalmers  says,  p.  157,  “ So  that  it  is 
not  in  o])positioii  to  any  apprehended  practical 
evil,  but  in  opposition  to  a theory,  that  we  liave 
been  induced  to  frame,  or  at  all  to  insist  on,  our 
])resent  argument.”  This  being  so,  it  is  scarcely 
worth  M hile  to  say  much  about  it. 

In  taxation.  Dr.  Clialmers  has  adopted  to  the 
full  the  <loctriue  of  the  French  Economists,  that 
all  taxes  fall  ultimately  on  the  land.  He,  how- 
ever, sui»ports  this  ]n'oposition  by  a different 
course  of  reasoning.  His  proposal  is  that  all 
taxes  shi  uld  fall  exclusively  on  the  net  rent 
of  land,  and  that  they  should  all  be  paid  by 
landlords  and  mortgagees  on  land.  He  maintains 
that  the  funds  are  a mortgage  on  laud,  and  that 
the  landholders  and  fundholders  should  therefore 
bear  the  whole  weight  of  taxation.  A somewliat 
startling  proposal.  He  ought  also  to  have  in- 
cluded tithe-owners.  He  says,  xix.,  304,  “ And 
it  were  no  small  advantage  if  landlords  were 
made  to  bear  tlie  whole  burdens  of  the  state 
ostensibly,  as  they  do  really;  that  the  import- 
ance, the  permanent  importance  of  lauded  wealth 
and  of  the  landed  interest,  would  stand  forth 
nakedly  and  without  disguise  to  the  recognition 
of  all  men.  So  that  it  were  well  for  them, 
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if  compelled,  even  though  against  their  will, 
to  pay  all  taxes.  The  men  who  hold  in  their 
hand  the  necessaries  of  life,  have  the  obvious 
superiority  over  the  men  who  but  minister  the 
superfluities,  or  the  comforts.  They  have  the 
natural  ascendancy,  and  we  tliink  it  wholesome 
and  b<‘fittiug,  that  tlicy  should  have  the  political 
ascendancy  also.  We  Iiold  it  tlie  most  exception- 
able f(  ature  in  the  modern  scheme  of  representa- 
tion, as  being  a violation  of  the  rightful  ami 
natural  order,  that  the  agricultural  interest  is 
m>t  siiflicicntly  represented  in  Parliament.”  Dr. 
Clialmers  proposes  to  deliver  over  the  exclusive 
pulitii  al  power  in  the  State  to  the  landed  pro- 
prietors ; somewhat  a strange  sentiment  coming 
from  sucli  a quarter. 

Cliap.  XL  is,  On  the  distinction  between  pro- 
ductive  and  unproductive  labor.  Adam  Smith  has 
been  betrayed  into  a most  extraordinary  self- 
contradiction  on  the  suliject  of  productive  labor. 
While  he  fully  admits  that  education  is  realized 
capital,  and  that  intellectual  abilities  are  part  of 
the  wt-alth  of  the  nation,  he  has  denied  the  title 
of  proiiuctive  labor  to  those  whose  business  it  is 
to  supply  that  which  he  acknowledges  to  be 
cajiital.  Mr.  ]\I‘Culloch  has  well  shewn  this 
inconsistency.  Dr.  Chalmers  being  one  of  the 
class  so  unceremoniously  designated  as  “unpro- 
ductive laborers,”  luiturally  resents  such  a stigma. 
In  this  cha[»ter  he  gives  a most  complete  and 
crushing  rcjily  to  this  false  distinction.  It  is  one 
of  the  very  best  in  his  whole  work,  and  deserves 
attentive  reading.  (Labor.) 

Chap.  XII.  On  the  law  of  p7'imogenitnre.  Tliis 
too  i.s  an  admirable  chapter.  It  strongly  ojiposes 
the  breaking  up  of  the  land  into  small  properties. 
Dr.  ( Imhners,  however,  shares  an  error  very 
common  among  writers  in  speaking  of  the  law  of 
primogeniture.  He  argues  throughout,  as  so  many 
others  do,  that  the  law  coini>els  a man  to  leave 
all  his  real  property  to  his  eldest  son.  This  is  an 
error.  Tlie  eldest  son  only  takes  by  right  in  the 
case  ('f  intestacy.  The  law  leaves  every  man 
free  to  break  up  his  property  if  lie  jdeases,  though 
no  doubt  it  permits  of  its  being  tied  up  in  certain 
cases.  It  is  the  general  feeling  of  the  country 
that  maintains  the  custom  of  primogeniture.  Dr. 
Chalmers  shews  that  a gradation  of  ranks  is  the 
true  basis  of  stability,  p.  370.  “For  the  best 
construction  of  a social  edifice  in  every  large 
country  like  ours,  we  would  have  a king  on  the 
throne — not  rising  like  a giant  among  the  pigmies, 
or  as  an  unsupported  Maypole  in  the  midst  of  a 
level  population;  but  b»»rne  up  by  a splendid 
aristotracy,  and  a gradation  of  ranks  shelving 
downwards  to  the  basement  of  society.  We 
doubt  if  tlic  other  monarchy  could  stand ; or  if 
France  with  its  citizen  king,  amid  a mighty  and 
ever  increasing  swarm  of  smaller  ami  smaller 
agrarians,  can  jnaiatain  its  present  economy  for  a 
single  generation."  AVithin  ten  months  of  the 
death  of  Dr.  Chalmers,  this  sagacious  doubt  was 
verified  by  the  throne  of  the  citizen  king  being 
tumbU  d ill  the  dust. 

Dr.  Chalmers  then  enters  on  his  favorite  con- 
demnation of  a legal  relief  for  the  poor,  and 
warmly  advocates  popular  education. 

In  tlie  Appendix  he  shews  the  fallacy  of  Ri- 
cardo’s Theory  of  Rent.  “ It  is  a signal  error  in 
a recent  tlieury  of  rent,  that  the  difference  of 
quality  in  soils  is  the  eflicieut  cause  of  it.  * * 
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In  affirming  that  it  is  the  existence  of  this  in-  Chaloner  then,  like  a miniature  Oates, rose  high 
• ferior  land  which  originates  the  rent,  there  is  a in  public  favor,  and  immediately  recommenced  his 
total  misapprehension  of  wha^Inay  be  termed  the  practices  of  coining,  and  to  ward  off  suspicion  he 
real  Dynamics  of  the  subject;”  and  at  p.  330,  presented  to  Parliament  jiroposals  to  prevent 
he  (]UOtcs  with  just  apjirobatlon,  from  General  clipping  and  coining.  Another  ofliis  accomplices 
Thompson,  “The  error  of  the  Ricardo  system  was  taken,  and  informed  against  him,  but  he  was 
of  Political  Economy  on  the  subject  of  rent  has  executed,  and  onr  hero  escajied  again, 
been  well  characterised  by  Mr.  T.]\nTonctThomp-  He  then  obtained  £1,000  from  the  Rank  of 

son  as  the  fallacy  of  inversion.  It  confounds  the  England  on  a forged  security,  and  not  satisfied 


effect  with  the  cause.  It  is  not  because  of  the 
existence  of  inferior  soils  that  the  superior  pay  a 
rent,  but  it  is  because  the  suj»erior  ]>ay  a rent, 
that  the  inferior  are  taken  into  occupation ! ” 
This  is  perfectly  just,  and  coincides  with  what  we 
said  under  Rent. 

Dr.  Chalmers  had  as  strong  an  abhorrence  of 
the  Funding  system,  as  of  a legal  assessment  for 
the  poor.  He  conceived  the  extraordinary  idea 
that  by  contracting  public  debts,  the  nation  paid 
fi*r  the  advance  twice  over.  He  maintained  that 
the  contraction  of  a loan  raised  the  prices  of 
ctuninodities  to  an  equal  amount,  which  taxed  the  I 
public  within  the  year  to  an  equal  amount,  and  ^ 
then  besides  that,  they  had  to  pay  tlie  annual  in-  I 
tercst  on  it.  Ry  this  moans  he  says  the  public  > 
paid  for  every  loan  twice  over.  In  consequence 
of  this,  he  maintained  that  all  loans  should  be 
prohibited,  and  all  expenditure  raised  by  taxation  I 
within  tiie  year.  Of  this  extraordinary  jiaradox  I 
we  have  said  sometliing  under  Funds  and  Tax- 
ation. 

The  supreme  importance  of  a right  7iioral  to  a ’ 
right  ccono77iical  state  of  the  country. 

Connectum  beticeen  the  extension  of  the  Church 
and  the  extinctum  of  pa^tpto'isin. 

Vol.  XXL 

The  sufficiency  of  a parochial  system  without  a 
poor  rate  for  the  right  maiingemejit  tf  th^  poor. 

071  the  application  of  Statistics  to  moral  and 
economical  ijucstions. 

Dr.  Chalmers  also  contributed  some  articles  to 
the  early  numbers  of  the  Nop'th  British  Review^ 
which  was  founded  by  the  Free  Church  party. 
Tliey  were  in  : — 

Xo.  I.  On  the  Corn  Laws. 

Xo.  II.  071  the  Political  Economy  of  the 
Bible. 

Xo.  TV.  On  the  Poor  La^cs  of  Scotland. 

Xo.  VI.  On  Savings  Banks. 

X'o.  XI.  On  St(7'ling's  Philosophy  of  Trade. 

Xo.  XIII.  On  the  Political  Economy  of  a 
Famine. 

CHALONER,  WILLIAM,  had  an  undoubted 
right  to  be  heard  on  the  subject  be  wrote  upcm, 
as  he  tvas  one  of  the  most  extensive  coiners  ami 
forgers  of  his  day.  He  was  the  son  of  a AVar- 
wickshire  weaver,  and  wa.s  apprenticed  to  a nailer  ' 
in  Rirmingham,  from  whom  he  learnt  to  coin 
Birmingham  groats.  Being  of  a turbulent  dispo- 
sition he  ran  off  from  liiiu  and  went  to  London,  i 
v here  he  fell  into  company  with  a japanner,  who  I 
taught  him  to  gild.  These  arts  ho  combined  and 
turned  to  practical  use,  for  he  immediately  began 
to  coin  false  guineas  and  jiistoles,  which  he°'-ot 
into  circulation  to  a large  extent.  One  of  his  ' 
accomplices  was  taken,  and  denounced  him.  This 
made  him  abscond  for  a short  time,  but  the  man  ' 
being  executed,  he  escaped.  He  then  exercised 
his  ingenuity  in  getting  up  false  Jacobite  plots, 
and  two  men  wore  convicted  and  executed  on  his 
testimony. 


I witli  such  small  game  as  guineas,  he  forged  the 
I £100  notes  of  the  Bank.  A person  he  einploved 
to  marble  the  pajier  informed  against  him,  and  he 
I immediately  hastened  to  give  up  all  the  notes  and 
' denounce  all  liis  accomplices.  For  this  the  Bank 
, forboi’e  prosecution. 

I He  then  had  the  audacity  to  chai*ge  Sir  Isaac 
j X'ewton,  then  AVarden  of  the  Mint,  and  his  officers, 
with  frauds  and  malversations.  The  House  of 
Commons  appointed  a committee  to  investigate 
the  matter,  wlio  of  course  dismissed  the  charge 
with  ignominy. 

He  then  took  to  forging  malt-tickets,  but  his 
good  luck  deserted  him.  He  was  taken  and  tried. 
His  previous  forgeries  were  proved,  he  was 
convicted,  and  hanged  at  Tvburn,  '22ud  March, 
IG99. 

The  defect  of  the  J/iw/,  aiid  hon'  to  coin  iwowcy 
so  that  it  camiot  he  co7Uite7feited.  London,  1690. 

The  defects  of  th>  present  coiistitution  of  the 
Mint.  London,  1693. 

Proposals  for  passt77g  an  Aetto  prcvc7it clipping 
a7id  coiniterfeiting  of  tno7icy.  London,  1695. 

Reaso7is  h7/77thly  offered  against  pussiig  an  Act 
to  7iiake  good  the  deficiency  of  the  dipt  money. 
London,  1695. 

CHAMBERLAIN,  AILING. 

A treatise  on  the  Coin/nerdal  Systoiinnd  Stu7i7p 
Laws  of  G/'eat  Bi'itain.  London,  1841. 

CHAMBERLAIN,  HUGH,  M.D.  This  per- 
son, whose  name  is  also  spelt  Chamherleu  t>r 
Ckamherlyn.,  was  a member  of  a medical  family, 
j who  were  jihysicians  to  the  Court  for  upwards  of 
I a century,  from  James  I.  to  Anne.  He  was  born 
' in  1664,  and  educated  at  Trinity  College,  Cam- 
, bridge,  where  he  graduated  in  1683,  and  took  the 
I degree  of  M.D.  in  1690.  He  himself  adopted 
1 the  obstetric  branch  of  the  profession,  and  was 
' physician  to  Charles  II.  The  family  were  cele- 
brated for  the  invention  of  a forceps,  which  saved 
i the  life  of  tlie  infant  in  many  cases  where  it  had 
f previously  been  sacriiiced.  This  instrumeiii, 
with  some  improvements,  is  still  in  high  repute. 
He  introduced  its  use  into  Paris,  but  being  nn- 
I fortunate  in  one  case,  lie  was  oblige^l  to  leave. 
He  went  to  Holland,  where  he  was  more  fortunate, 
and  realized  a considerable  fortune,  besides  selling 
the  secret  of  his  instnnneut  to  two  Dutch  ]ihy- 
sieians  for  a large  sum.  He  then  returned  to 
England  and  obtained  a very  large  practice. 

That  was  a perioil  when  multitudes  of  projects 
for  Banks  were  tloating  in  men’s  minds.  Amoimst 
the  busiest  of  these  schemers  was  Chamberhdn 
who  conceived  a vi.<ionary  sclieme  of  turning  all 
the  land  of  the  country  into  a pajicr  cniTeiicv. 
He  selected  Seotlaml  as  the  scene  of  his  ex- 
periment, and  presented  a jdan  to  the  Scotch 
Parliament  in  1693,  but  it  came  to  nothing.  In 
1694  the  Bank  of  England  w:ls  founded,  and  this 
gave  great  encouragement  to  Chamberlain.  He 
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associated  some  members  of  the  House  of  Com- 
mons with  him,  Asffill  and  Briscoe,  and  got  a 
Committee  to  report  favorably  upon  it.  Nothing 
however  followed  till  1()96,  when  the  government 
being  in  gi-eat  straits  for  money,  listened  favor- 
ably to  the  project  of  the  Land  Bank.  How 
miserably  it  failed  is  told  under  Lam)  Bank, 
aggi’avating  the  public  distress  it  was  meant  to 
alleviate. 

The  next  trace  we  have  of  Chamberlain  is  at 
Edinburgh,  in  1700,  when  he  again  published  a 
pamphlet  to  advance  his  scheme.  In  1705,  it  was 
brought  before  the  Scotch  Parliament,  under  the 
patronage  of  a party  called  the  Squadroney  but  it 
was  rejected.  He  must  then  have  been  in  poor 
circumstances,  for  the  Parliament  was  obliged  to 
])uss  a resolution  to  protect  him  from  his  creditors 
while  laying  his  plan  before  them.  His  history 
after  that  is  somewhat  obscure.  He  attended 
Atterbury  in  the  Tower,  in  1723,  and  died 
June  I7lli,  1728,  in  Covent  Garden. 

Of  all  schemes  of  paper  currency,  Chamberlain’s 
was  the  most  insane.  John  Law’s,  which  has 
always  pr(jdiiced  a catastrophe  where  it  lias  been 
introduced,  was  merely  to  create  a paper  currency 
to  the  amount  of  the  value  of  the  land  at  twenty 
years’  purchase.  But  Chamberlain  argued  that 
the  land  was  good  security  to  the  amount  of  its 
annual  revenue  to  any  amount.  Thus  he  argued, 
that  if  an  estate  of  £150  a year  were  pledged  for 
150  years,  it  was  a good  security  for  £22,500  of 
})aper  currency.  Now  considering  that  land  being 
worth  20  years’  purchase  at  that  time,  the  value 
of  tlie  perpetuity  was  only  £3,000,  it  follows  that 
the  value  of  such  land,  pledged  for  150  years,  was 
7h  times  that  of  the  {>erpetuity  ! But  according 
to  this  argument,  a jiledge  of  the  land  for  a 
million  of  years  was  a good  security  for  a paper 
credit  of  a niillioii  times  the  annual  revenue. 
How  such  nonsense  as  this  could  ever  be  believed 
in  by  sane  men,  is  almost  incomprehensible,  but 
yet  many  were  taken  in  by  it.  (Land  Bank.) 

Some  useful  reflections  upon  a pamphlet  called 
A britf  accouul  of  the  intended  Bank  of  England^ 
u'hereunto  is  annexed  a short  description  (f  Dr. 
ChamberletC s Bank.  London,  1604. 

Some  account  of  the  Land  Bank.  London,  1695. 

A safe  and  easy  method  for  .^upphiing  the  want 
of  coiUy  with  some  remarks  upon  the  Bank  of  Eng^ 
land.,  Dr.  C.'s  Bank.  J.ondon,  1695. 

A Bank  Dialogue^  or  Dr.  Land  Bunk  ex- 
plained  by  way  of  question  and  answer.  London, 

1695. 

brief  narratice  of  the  nature  and  advantages 
of  the  Land  Banky  as  proposed  by  Dr,  Hugh 
Chamherlen.  London,  1695. 

A collection  of  some  papers  writ  upon  several 
occasions  concerning  cli]>t  and  counterfeit  moncyy 
and  tradey  as  far  as  it  relates  to  the  exportation  of 
bnlUon.  Lfuidon,  lb96. 

The  constitution  of  the  office  of  Land  Credit 
declared  in  a deedy  by  H.  C.  Senior.  London, 

1696. 

Dr.  C.\s  petition  and  proposals  for  a land  hank 
to  increase  tradCy  ojfered  to  the  House  of  Commons, 
London,  1693. 

A proposal  by  Dr.  H.  C.y  in  Essex-streety  for 
a Bank  of  secure  current  credit  to  he  founded  on 
land.  London.  1695. 

The  several  articles  or  parts  of  (he  proposal 
upon  land  credit  rationally  explained.  London, 
1695. 


An  essay  upon  the  necessity  of  raising  the  value 
of  twenty  millions  of  pounds  at  leasty  in  either  bilhy 
hondsy  ticketSy  or  tallies  of  credit^  according  to  Dr, 
H.'s  method.  London,  1696. 

A few  proposals  recommending  the  establishing 
a land  credit  in  this  kingdom.  Edinburgh,  1700. 

Papers  relating  to  a Bank  of  Credit  upon  land 
securittfy  proposed  to  the  Parliament  of  Scotland.^ 

by  Dr  H.  C.  Edinburgh,  1693. 

Some  few  considerations  supposed  nsefuly  con- 
cerning the  vote  of  the  House  of  Commons  upon 
the  Bill  for  hindering  the  exportation  of  gold  and 
silver  and  the  melting  down  of  the  coin  of  the 
realm.  London,  1693. 

CHAMBERLAYNE,  EDWARD,  LL.D. 

Angliw  notitia;  or  the  present  state  of  Englandy 
together  ivith  divers  reflections  upon  the  ancient 
state  thereof.  Loudon,  1669.  38th  Edition,  1755. 

England s wants ; or  .several  proposals  very  ad- 
vantageous for  England.  Loudon,  1689. 

CHAMBERS,  ABRAHAM  HENRY, 

Thoughts  on  the  resumption  of  cash  payments 
by  the  banksy  and  on  the  Coin  Bill  as  connected 
with  the  Bank.  London,  1813, 

Comments  on  some  recent  political  discussionsy 
with  an  exposure  of  the  fallacy  of  the  sinking  fund. 
London,  1813. 

CHAMBON. 

Le  commerce  de  r Arnerique,  Pai*is,  1764. 

CHAMBORANT,  C,  G.,  DE,  Forraerlv  an 
advocate  before  the  Court  of  Cassation,  and  a 
member  of  the  Conseil  General  of  the  Charente. 

De  puuperisme  ce  qu'il  etait  dans  Tantiqaiti\  ce 
qnil  ed  de  nos  jours ; des  remedes  qui  lui  etaient 
opposis.,  de  ceux.  qii  il  eonviendrait  de  lui  appliqner 
anjourdhuiy  .vthn  dune  analyse  de  la  legislation 
ancienae  et  moderne  sur  ce  sujet.  Paris,  1842. 

CHAMOUSSET,  C.  H.  PIARON,  DE.  Bom 

at  Paris  in  1717.  He  was  employed  in  the  Audit 
Office  in  Paris.  He  wrote  several  memoirs  on 
pauperism,  hospitals,  &c.,  which  were  collected 
and  published  after  his  death  by  the  Abbe  Cotton 
des  lloussayes,  Librarian  of  the  Sorboune.  Cha- 
mousset  died  in  1773. 

Oeuvres  de  Ckamousset.  Paris,  1783. 

CHAPMAN,  WILLIAM.  Civil  Engineer. 

OLu^rvations  on  the  eflects  that  would  be  pro- 
duced by  the  proposed  Corn  Laivs  on  the  agricnl- 
birey  c<mmercey  and  population  of  the  United  King- 
dom. London,  1815. 

Olnservations  on  the  prei^vntion  of  a future  scar- 
city  of  graiUy  by  means  contrihntire  to  the  benefit 
of  the  landedy  commercialy  and  manufacturing 
intereU,  Loudon,  1803. 

CHAPAT,  LOUIS. 

Covp-doeil  statistique  sur  les  societes  de  secours 
mutuds  de  la  ville  de  lAjoUy  ^'c.  Lyon,  1854. 

CHAPPEL,  SAMUEL,  Captain. 

A diamond  or  rich  jewel  presented  to  the  Com- 
monwealth of  England  for  enriching  of  the  natioiiy 
being  necessary  for  the  vse  of  all  merchants  and 
iradesnieny  and  advantageous  to  the  poor.  Loiidou, 
1650. 
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llistoire  ahregee  des  revolutions  du  commercey 
on  prick  historUpw  ct  rnkonne  ties  chn^emenU 
qiie  le  commerce  a epronves  d Poccasion  d/s  trans- 
migrati(>7iSy  des  conqueteSy  ties  nouvelles  dccouverteSy 
et  ties  revolutions  poUtiqueSy  depuis  le  commence- 
tht  tuts  iours.  1 ai  is,  1802. 


et  ties 


CHASTET,  ETIENNE. 

Etudes  historiques  sur  Pinfluence  de  la  vharite 
durantles  premiers  siccles  C'hretien.Sy  et  considera- 
tions sur  son  role  dans  les  socictls  modernes. 
Paris,  1853. 

CHASTELLUX,  FR.  JEAN  DE.  Manpiis. 
Born  at  Paris  in  1734.  He  took  part  in  tlic 


CHAPTAL,  JEAN  ANTOINE.  Count  de 
Cliauteloup,  was  born  4th  ,luno,  1756,  at  ^Nogaiet, 
He  studied  at  Meude,  MiUitpelier,  and  Paris. 
He  early  devoted  himself  to  practical  chemistry 
and  in  1781  the  State  of  Languedoc  created  a 
chair  of  Chemistry  for  him.  Inheriting  a large 
fortune,  lie  established  large  chemical  works, 
ami  introduced  several  new  products  into  French 
commerce.  In  1793,  he  was  summoned  to  Paris 
to  superintend  the  manufacture  of  saltpetre.  A 
large  establishment  was  formed  at  Gveuelle, 
wliich  supplied  3,500  pounds  a day.  AVithout 
being  a brilliant  discoverer  in  Chemistry,  he  was 
very” successful  in  its  application  to  art.  However, 
we  umst  pass  over  his  merits  as  a chemist.  He 
was  one  of  the  first  professors  of  the  Poly- 
(eclmic  School.  Nai»oleou  made  him  minister  of  ■ 
the  Interior,  which  ollice  he  held  for  four  years, 
and  he  devoted  much  of  his  time  to  advance  the  i 
mamiracturing  interests.  He  established  Cham- 
liers  of  Commerce  in  many  places,  the  School  of 
Arts,  and  the  Conservatory.  He  was  made  a 
member  of  the  conservative  senate  in  1805,  and 
director  general  of  commerce  on  Napoleon’s 
reluni  from  Elba.  On  the  restoration,  he  re- 
tireil  into  private  life,  but  was  afterwards  no- 
minated a Peer  of  Franco.  He  died  at  Paris  in 
July,  1832. 

De  Pindusii'ie  Franqaise.  Paris,  1819. 

(Inelqnes  reflexions  sur  P Industrie  en  generuly  d 
r oecusion  de  Pexposithm.  des  prtiduits  de  P indust)  ic 
Eranqaise  en  1819.  Paris,  lbl9. 

CHABMAT. 

Motfens  de  detrnire  la  raretc  actuelle  du  Xn- 
mcraire.  Paris,  1790. 

CHARNOCK,  JOHN  HENRY. 

A thorough  draiuingy  ami  its  immediate  res)dts 
to  the  agricultural  interesty  as  well  as  its  probable 
effects  on  the  general  condition  of  ihe  poor.  Lou- 
don, 1 844. 

Suggestions  for  the  more  general  extension  of 
land  drai)iagey  by  the  judicious  and  iqiiitable  appli- 
cation of  capital.  London,  1843. 

CHARPENTIER.  The  younger. 

Discours  sur  la  raretc  des  especes  « Pnrisy 
prononce  dans  PassembUe  geuc)'ale  des  represen- 
Urnts  de  la  commune  de  Baris.  Paris,  1790. 

CHARPILLET,  C. 

Lettres  Socialistes.  Paris,  1851. 

CHASSEPOL,  FRANfiOIS. 

Trade  des  fiiutnecs  et  de  lafausse  monnaie  des 

Romains.  Barisy  1740.  r i 

This  treatise  was  drawn  up  by  desire  ot  Col- 
bert. 


American  war  of  Indepeudeiicc,  and  died  in 
1788. 

De  lafi'licitc  publlquey  tnt  cnjisidernidtns  sur  It' 
sort  des  Iwmmes  dans  les  differentes  i‘poquc.s  de 
Ph  isto  i re . Am  st  cr  dam , 1772. 

CHATFIELD,  FRANCIS. 

Review  of  various  heanngs  peculiar  to  Interests 
and  Discounts.  Loudon,  1832. 

Table  explanatory  of  the  effect  tf  Dtsconnis  o)id 
Interests  on  profits  and  losses^  as  relative  to  each 
other.  London,  1832. 

CHATFIELD,  ROBERT. 

An  historical  review  of  (he  com merctaly politicaly 
and  moral  state  of  Hindostan.  London,  1808. 

CHAUDOIR,  STANISLAS  DE.  Baron. 

Aperqu  sur  les  mou)iaies  Russes  et  sur  h‘s  moii- 
naies  etrangereSyqui  out  en  cours  en  Rmssie  deptiis 
les  temps  les  plus  reculcs  jusqii  ti  nos  jours.  St. 
Petersburg,  1836-37. 

Recueil  de  mommies  de  la  Chiney  du  JapoUy  de 
la  Coreey  iP Annamy  et  de  JavnyOU  nofnbre  de  plus 
de  milley  precede  (Pune  intritdnelion  historique  sur 
ces  monuaies.  St.  Petersburg,  1842. 

CHAUBEAU,  ADOLPHE.  Professeur  do 
droit  administratif. 

Des  etahlissements  de  charite  publics  et  prices 
en  Franccy  et  dans  Ics  pays  ctrangerSy  sous  le  point 
de  vue  administratif.  Paris,  1857. 

CHEQUE.  A cheque  is  an  order  on  a Banker 
to  pay  a definite  sum  of  money  to  a certain  person 
on  demand. 

It  is  one  of  the  varieties  of  one  of  the  tw’o  groat 
divisions  of  instruments  of  credit,  Orders  to  pay. 
It  is  in  form  a Bill  of  Exchange  payable  on 
demand. 

When  a customer  places  money  at  his  banker  s 
the  property  in  the  money  passes  to  the  banker, 
and  in  lieu  or  exchange  for  it  he  create.s  a credit 
in  his  cusUuner’s  favor  in  his  books.  That 
Credit  is  called  a DErosiT. 

So  also  when  a Banker  buys  a Bill  of  Exclnyige 
from  a customer,  he  does  it  by  creating  a credit  in 
his  favor  in  his  books,  and  tliat  Credit  so  created 
is  called  a Deposit. 

Thus  all  banking  advances  are  made  m the 
first  instance  by  Ckeatinc!  Liaiulities,  or 
Credits,  which  are  called  Deposits. 

These  deposits  are  what  were  called  Moneta  di 
Ba)icoy  or  Bunk  Money,  in  the  great  foreign  Banks 
of  Deposit,  at  Venice,  Amsterdam,  Hamburgdi, 
kc.y  and  payments  were  made  by  transferring 
them  from  one  account  to  another.  They  were, 
however,  payable  in  specie  on  demand  at  the  will 
of  the  parties. 

The  essence  of  banking  consists  in  creating 
these  credits.  AVheu  u bank  receives  nothing 
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but  bullion  and  money,  and  creates  only  an  e^inal 
amount  of  credit  to  Avliat  it  receives  as  inonev,  it 
IS  called  a Hank  of  Deposit.  Sucli  a bank  of 
Course  manifestly  creates  no  increase  of  the 
currency. 

Hut  when  a bank  buys,  or  discounts,  bills  of 
exchanire  the  case  is  difterent.  Hecause  as  a bill 
of  exchange  is  credit,  ami  a banker  buy.s  a bill 
ot  exchange  by  creating  credit,  it  is  manifest 
that  that  is  an  augmentation  of  the  Currency. 

It  lined  to  be  the  custom  in  London  for  banks 
to  buy  bills  of  exchange  with  their  own  promis- 
sttry  notes  payable  to  bearer  on  demand,  and 
hence  they  were  called  Banks  of  Issue.  About 
] 77*2  they  changed  the  form  of  creating  credit,  they 
gave  their  customers  credit  in  their  books,  they 
cieated  Deposits,  and  gave  their  customers 
authority  to  draw  orders  upon  them  payable  on 
demand. 

Now  it  is  clear  that  the  effect  on  tlie  currency 
was  just  the  same,  whichever  form  ctf  creating 
credit  they  adopted  And  it  is  dear  that  banks 
which  discount  bills  by  creating  deposits,  are  i 
substantially  Hanks  of  Issue.  I 

Che(pies,  or  Drafts  on  Hankers,  were  certainly  | 
used  by  the  Romans.  The  Latin  name  of  k 
clieipie  is  aUribatio  or  prescription  Whether  they 
Were  only  payable  to  a single  person  named,  (>r 
whether  they  were  transferable  from  hand  to 
haiiil,  and  payable  to  bearer,  we  have  never  seen 
dismissed. 

riieir  use  in  modern  times  sceiUje  to  have  been 
revived  by  the  Dutch,  sometime  in  the  17th 
century.  Malynes,  -who  wrote  in  the  middle  of 
the  1 7th  century,  says  tliat  merchants  who  wislied 
to  transfer  a part  of  their  credit  at  their  banker's 
to  another  customer,  used  to  go  at  the  end  of  each 
da^  and  tell  him  wliat  transfers  were  to  be  made. 

A great  improvement  on  this  plan  was  for  the 
merchant  to  give  a draft,  or  cheque,  on  his 
banker;  and  John  Law,  avIio  is  certainly  an 
authority  on  these  points,  says  that  this  was  the 
custom  of  the  Dutch  in  the  early  part  of  the  18th 

century,  and  strongly  advocates  their  introduction 
into  England. 

So  late  as  the  renew'al  of  the  Bank  Charter  in 
174*-,  the  English  bankers  do  not  seem  to  have 
used  cheques,  but  only  bank  notes.  And  the  lemd 
denmtious  ot  banking  as  used  in  the  various  Bank 
Cliai  ter  Acts,  only  describe  the  issue  of  notes. 
Ami  at  that  time  it  was  fully  understood  that  the 
banking  consisted  in  the  i.ssue  of  notes, 
i-.y-  ^ General  Evening  Post,  February  10th, 
1/47,  says,  “As  the  time  approaches  when  the 
onginal  fund  of  the  Hank  will  be  redeemable  by 
1 arliament,  viz  : upon  one  year's  notice  after  the 
1st  August,  1742  (which  is  in  less  than  seven 
years),  and  consequently  their  privilege  of  Hank- 

or  issuing  out  Cask  Notes,  exclusively  of  all 
other  corporations,  will  cease.” 

So  late  as  1759  certainly,  London  bankers 
eontuiued  to  issue  notes.  Hut  within  the  next 
ten  years  or  so,  they  discontinued  the  issue  of  notes 
and  adopted  the  method  of  creating  Deposits  or 
C redits  in  theu*  books,  and  giving  their  customers 
cheque  books.  This  change  in  the  manner  of 
doing  business  seems  probably  extremely  uniin-  f 
portaut,  and  yet  it  is  of  very  great  historical 
interest,  as  it  was  entirely  owing  to  this  little 
change  that  the  mono]>oly  of  the  Hank  of  England 
was  unueruiiiied,  and  the  Joint  «tock  Banks  of 


London  were  able  to  be  founded.  The  w'ords 
creating  a momjpoly  only  contenqdated  banking 
in  the  form  of  issuing  notes,  and  made  no  pro- 
vision against  it  in  the  form  of  deposits  and 
cheques.  (Hanking  in  England.) 

The  sliglitest  reflection  w^ill  shew  that  there  is 
no  real  dififrencein  the  nu/wre  of  Hanking,  whether 
it  is  done  by  means  of  bank  notes,  or  deposits  ami 
ehe([nes.  1 1 is  only  in  the  form.  Banking  equally 
creates  credit  now-  to  what  it  did  formerly. 

This  shews  the  enormous  error  of  those  wlio 
think  that  the  private  bankers  and  the  Joint 
Stock  Banks  of  London  are  only  Banks  of  Deposit, 
and  still  more  of  those  who  think  the  Currency 
Principle  i-i  carried  out  by  the  Bank  Act  of  1844, 
or  that  it  is  possible  to  do  so  in  any  Bank  of 
Discount.  (Bank;  Bank  Note;  Ckedit;  Cur- 
rency; Ci  RRENcy  Principle ; Deposit;  Dis- 
count.) 

CHERBULIEZ,  ANTOINE  ELISEE,  born 
in  1797,  at  Geneva,  where  he  practised  as  an 
advocate.  He  was  then  appointed  a magistrate, 
and  professor  of  law  in  succession  to  Rossi  in 
1843.  Ill  1835  he  was  ajtpointed  Professor  in 
Political  Economy,  lie  was  a member  of  the 
different  legislatures  of  the  canton,  from  1831  to 
1846.  After  the  revolution  of  1848  he  removed 
to  Paris. 

lUcheon  pauvre,  ou  exposition  snccinte  des  causes 
et  des  effets  de  la  distribution  des  richesses.  Geneve 
1840.  ’ 

Le  SociaHsme  e'est  la  harharie.  Paris,  1848. 
Simples  notions  de  Tordre  social  d Vusmre  de 
tout  le  monde.  Paris,  1849.  ^ 

Le  potage  d la  tortue,  ou  entretiens  populuires 
sur  les  (juestions  sociales.  Paris,  1849. 

Etudes  snr  les  causes  de  la  misere  taut  morale 
que  physique,  et  sur  les  moycus  dy  porter  remede. 
Pans,  1852. 

CHEROT,  A. 

Etiuie  sur  la  culture,  le  commerve,  et  les  indns^ 
tries  da  Un.  et  du  chauvure  en  France.  Naate< 
1846.  ’ 

CHERUBINI,  FRANCESCO. 

Notizie  storiche  e stutistiche  intorno  ad  OstiirUa 
Alilano,  1826.  ® 

CHERUEL. 

I Be  Vadministration  de  Louis  XIV^  Paris,  1849* 
CHETHAM,  HUMPHREY. 

A neic  defence  of  tithes.  London,  1832. 

CHEVALIER,  MICHEL,  The  most  distin- 
guished economist  ou  the  Continent,  w^as  born  at 
Limoges,  13th  January,  1806.  Ilis  father  was 
engaged  in  commerce.  At  18  he  entered  the 
Ecole  Polytichnique,  and  afterwards  the  School 
ot  J\Iuies,  and  was  attached  to  tiie  department  of 
the  Aord.  Like  many  other  young  men  of  bril- 
liant talent  and  ardent  imagination,  he  joined  the 
followers  of  St.  Simon,  and  in  So]>tember  ] 830 
he  addressed  two  letters  to  their  paper,  Le 
Globe,  of  sin  h extraordinary  power,  that  ho’ was 
immediately  made  editor  of  it,  which  position  he 
held  till  the  schism  between  Bazard  and  Enfaiitin 


1 


CHEVALIER. 


CHEVALIER. 


425 


M.  Chevalier  adhered  to  Enfantin,  who  w'as  called 
the  pere  supreine.  In  July,  1832,  the  goveinment 
deeming  tlie  sect  dangerous,  instituted  a prosecu- 
tion against  them,  and  the  pire  supreme  W'^s  sen- 
tcnced  to  two  years'  iuiprisoiuuent,  and  M.  Che-  i 
valier,  one  of  his  cardmaux,  to  twelve  mouths,  j 
He  was,  however,  releiu^od  at  the  end  of  six 
months,  and  retiectioii  made  him  change  his  senti-  | 
inents,  and  swii  after  his  liberation  he  formally 
disavowed  the  obnoxious  doctrines. 

In  1833,  M.  Thiers  sent  him  ou  a mission  to 
the  United  States,  to  report  upon  their  internal 
communications  by  canal  and  railway.  He  ad- 
dressed a series  of  very  remarkable  letters  U>  the 
Jonriml  des  Debats,  describing  his  travels,  which 
were  afterwards  republished  in  two  volumes.  In 
1836,  he  W'as  commissioned  to  visit  Loudon 
during  the  commercial  crisis. 

In  1838,  he  was  nominated  chevalier  of  the  I 
Legion  of  Honor,  a conseiller  d'etat,  a member  ot  i 
the  conseil  superieur  de  commerce,  and  in  1840,  | 
was  appointed  successor  to  Rossi  in  the  chair  of  i 
Political  Economy  in  the  College  do  France.  In  j 
1845-46  he  sat  a short  time  in  the  Chamber  of  i 
Deputies  for  Aveyrou.  He  ardently  espoused 
Free  Trade  doctrines,  and  accompanied  Bastiat 
ill  his  free  trade  campaign,  in  the  autumn  of  1847,  ' 
through  the  departments,  in  the  attempt  to  form 
a league  on  the  model  of  the  English  Anti-Corn-  [ 
Law  League.  The  attempt,  how'ever,  did  not 
succeed.  ( Bastiat.) 

The  revolution  of  1848  threw  him  out  of  all 
Ids  otiices  and  employments,  especially  that  of  his 
Professorship  at  the  College  de  France.  He  then 
vigorously  combated  the  socialist  doctrines.  He 
had  been  for  sometime  the  president  of  the 
Conseil  general  of  the  Herault,  which  under  his 
auspices  has  distinguished  itself  for  the  advocacy 
of  Free  Trade  principles.  Being  an  anti-re- 
publican in  principle,  be  declared  in  favor  of  the 
coup  detat  of  the  2nd  December,  1851.  In 
September,  185*2,  he  was  restored  to  his  chair  of 
Political  Economy  in  the  College  de  France. 

In  1851,  he  Avas  elected  as  the  successor  of  M. 
Villerme  in  the  Academy  of  Moral  and  Political 
Sciences,  section  Political  Economy.  He  has  re- 
cently been  created  a Senator  by  Napoleon  HI.  and 
has  taken  a warm  part  in  uegociating  the  recent 
treaty  of  commerce  with  England,  as  a step  in  the 
direction  of  Free  Trade. 

Lettres  sur  VAmerique  du  Nord,  avec  une  carte 
des  Etats  Unis  d' Amerique.  Paris,  1836. 

Lesinterets  mater  ids  cn  France  ; travaux  pub- 
lies,  routes,  canaux,  chemins  de  fer.  Paris,  1839. 

Histoire  ei  description  des  voies  de  communication 
anx  Etat-Unis,  et  des  travaux  qui  en  dependent. 
Paris,  1840. 

Lettres  sur  T inauguration  du  chemin  de  fer  de 
Strasbourg  d Bale.  Paris,  1841. 

Coai's  d ecoiwmie  politique  fait  an  Collie  de 
France.  Paris,  1842-50.  2nd  Edit.  1855. 

This  was  the  course  of  Political  Economy  de- 
livered by  M.  Chevalier  in  hiscapaeity  of  Professor 
during  twelve  seasons.  At  the  beginning  of  each 
of  these  he  gave  an  opening  address,  and  these  dis- 
courses are  jilaced  at  the  beginning  of  the  first 
volume,  of  the  second  edition.  The  first  address 
ill  1840,  is  on  the  greatness  and  the  weakness  of 
modern  industry.  The  second  in  1841,  discusses 
the  increasing  importance  of  Political  Economy. 
The  thii*d  in  1842,  is  upon  the  necessity  of  society 


increasing  its  ]>roduclive  pow'cr,  es|)ecially  by 
improving  its  means  of  transport.  Tlie  fourth  in 
1843,  is  oil  industrial  credit.  Tlie  fifth  in  1844, 
is  on  public  credit.  The  sixth  in  1845,  is  on  the 
necessity  of  professional  instruction.  The  seventh 
in  1846,  is  on  the  question  of  i>opulation.  'I'he 
eighth  in  1847,  is  ou  the  freedom  of  labor.  Tlie 
ninth  in  1848,  on  the  opposition  between  Political 
Economy  and  Socialism.  The  tenth  in  1849,  is 
oil  the  agreement  between  Political  Economy  and 
morality.  The  eleventh  in  1850,  is  (ui  the  desire 
of  well' being.  The  tAA'elfth  in  1851,  is  ou  pro- 
gress. 

The  first  lecture  examines  the  relations  betiveeu 
the  progress  of  industry  and  liberty.  The  second 
shows  that  the  elevation  of  all  classes  is  inti- 
mately connected  with  the  development  of  jiro- 
ductive  power,  and  that  this  has  vastly  increased 
in  modem  times. 

This  lecture  is  of  importance.  M.  Chevalier 
shows  that  there  are  several  sorts  of  productive 
labor,  and  he  shows  the  com])arative  progi*ess  that 
has  been  made  in  them.  He  says,  in  four  centuries 
the  increase  of  the  production  of  iron  has  increased 
in  the  ratio  of  25  or  30  to  1.  That  of  flour  in 
that  of  144  to  1,  since  the  day.s  of  Homer.  Iii  70 
ycai's  the  increase  of  the  cotton  manufacture  has 
been  in  the  ratio  of  3*20  to  1,  and  that  of  linen  as 
240  to  1.  And  as  the  last  instance  of  productive 
labor  he  cites  that  of  transport. 

Thus  we  see  that  M.  Chevalier  classes  transport 
as  productive  labor,  and,  therefore,  he  who  causes 
anything  to  be  transported  from  one  place  to 
another  where  it  is  w'anted,  is  a productive  laborer. 
Thus  Adam  Smith  classes  retail  shopkeepers  as 
productive  laborers,  and  consequently  the  trans- 
port of  merchandize  from  the  wholesale  Avarehouse 
to  the  retail  dealer's  shop  Avhere  it  is  sold  to  the 
customer,  is  one  species  of  Production. 

Now  it  is  Just  ou  this  point  that  the  modern 
! doctrines  of  credit  are  so  much  at  fault.  Many 
i Avriters  laugh  at  the  notion  that  credit  conduces 
to  production.  But  by  production  they  evidently 
mean  increase  of  quantity.  Now  nobody  ever  said 
that  credit  could  make  one  car  of  corn  into  tAvo. 
Tliey  alloAV  that  money  is  productive  capital. 
But  money  cannot  make  one  ear  of  corn  into  t>vo. 
The  species  of  production  to  Avhich  money  is  sub- 
servient, is  that  of  exchange  or  (ramsport.  The 
industry  of  exchange  and  transport  is  productive 
labor,  and  whatever  sets  that  in  motion  is  pro- 
ductive capital — just  as  money  is.  When  Ave  say 
that  credit  is  productive  capital,  it  is  to  this 
species  of  production  that  we  allude. 

When  some  Avriters  say  that  credit  only  trans- 
fers capital  from  one  person  to  another,  say 
that  is  all  that  money  does,  and,  therefore,  those 
Avho  allow  money  to  be  productiA'c  capital,  must, 
by  their  OAvn  arguments,  allOAV  that  credit  is  the 
same,  which  performs  the  same  functions. 
(Credit  ; Production.) 

The  third  lecture  examines  objections  that 
have  been  made  against  the  doctrine,  that  the  in- 
terests of  society  demand  the  increase  of  prwluc- 
tion.  The  fourth  and  fiftli  lectures  treat  of 
machinery  and  its  utility,  as  Avellas  the  objections 
that  haA'e  been  made  to  it.  The  sixtli  treats  of 
the  temporai'v  injm*y  done  to  some  laborers  by 
the  introduction  of  machuiery.  The  four  next 
treat  of  the  means  of  commiinicatioii.  And  the 
three  last  on  the  charges  and  fares  ou  canals  and 
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railways.  An  appendix  treats  of  the  changes 
made  in  the  railway  service. 

The  first  eight  lectures  of  the  second  volume 
treat  of  public  works,  and  the  interference  of 
government  in  tlieir  construction  and  the  guaran- 
tee of  a minimum  rate  of  interest.  The  ten 
follownig  ones  then  consider  the  question  of  the 
apf)Iication  of  the  army  in  different  countries  to 
productive  employment.  The  nineteenth  discusses 
the  influence  of  government  over  education.  The 
three  next  examine  whether  it  is  possible  to  applv 
the  principles  of  organisation  to  industry.  The 
remaining  lectures  treat  of  cheapness  and  its 
advantages. 

VoL  III.  La  Mminak.  This  work  investigates 
the  nature  of  money — The  prices  of  things— The 
coinage— The  sources  whence  the  supplies  of  the 
precious  metals  are  derived,  and  the  quantity 
produced — The  causes  which  produce  an  export 
or  import  of  bullion,  and  the  probability  of  au 
approaching  fall  in  the  value  of  the  luecious 
metals.  This  subject  M.  Chevalier  has  treated  of 
more  at  length  in  a subsequent  volume. 

We  are  happy  to  say  that  in  this  volume  M. 
Chevalier  has  given  his  opinion  of  the  definition 
ami  extent  of  the  Currency,  which  exactly  coin- 
cides with  our  own.  (Currexct.) 

Lettre  d 3/.  ^lole  sur  les  fortifications  de  Paris 
Paris,  1840. 

Essnis  fie  politique  industrielle^  souvenir  de  roy- 
(tge:  France,  repuhlique  itAmlorre,  BeltriqL 
Allema^ne.  Paris,  1843.  I 

L' Isthme  de  Panama,  Paris,  1844. 

De  rindustrie  manufacturiere  en  France. 

Lettres  sur  V organisation  du  travail,  on  eludes 
sur  les  prhicipales  causes  de  la  juisere,  et  sur  les 
moyens  proposes  pour  y remedier.  Paris,  1848. 

La  liberie  aux  Fiats- Unis,  Paris,  1840. 
Questions  des  trnvailleurs  ; Farntdioration  du 
sort  des  ouvriers,  les  salaires,  F organisation  du 
travail.  Paris,  1848. 

Fxanien  du  sysftme  commercial  connu  sous  le 
nom  de  systeme  proiecteur.  Paris,  1851. 

De  la  baisse  probable  de  Foi\  des  consequences 
commcrciales  et  sociales  qiFelle  peut  avoir,  et  des 
mesures  qiFelle  j)rovoqHP. 

This  volume  examines  at  greater  length,  the 
subject  iliscussed  in  the  last  division  of  the  author’s 
book  La  Monnaie,  The  first  two  sections  con- 
tain a resume  of  tlie  general  priucii)les  of  money. 
The  third  section  treats  of  the  production  of  gold, 
and  the  increasing  quantity  of  it  coined  in  recent 
3'ears.  He  then  shows  the  greatly  diminished 
coinage  of  silver  during  the  same  period,  ami 
argues  from  thence,  justly,  that  gold  h.os  fallen  in 
\ alue  compared  to  silver.  The  enormous  increase 
of  the  exports  of  silver  to  the  East  is  then  noticed. 

He  then  >ays  that  from  the  enormous  quantity  of 
gold  poured  in,  a more  rapid  diminution  of  its 
value  miglit  have  been  exi>ectcd,  but  that  the 
coinage  of  France  had,  in  fact,  acted  like  a para 
chute  and  had  preveuted  its  being  very  visible 
until  gold  had  replaced  silver.  He  then  notices 
the  various  sources  of  production  of  gold  through- 
f»ul  the  world,  and  says  that  there  seems  cv'ery 
likelihood  of  their  continuing  to  pour  forth  such 
quantities  of  it,  that  a serious  diminution  in  value  is 
inevitable  unless  it  can  find  a market  proportional 
to  its  increased  quantity.  He  then  impures  what 
additional  markets  may  be  expected,  and  if  they 
are  proportional  to  the  increased  supplies. 


Among  these  he  enumerates  some  countries  whose 
ein-reney  consists  of  paper,  such  as  the  United 
States,  Austria  and  Turkey^  the  increasing  de- 
mand for  articles  of  luxuiy,  &c.  M.  Chevalier 
considers  that  all  the  new  markets  that  can  be 
opened  will  not  be  sufficient  to  take  off  the  in- 
creased supplies,  and  that  as  a necessary  conse- 
quence a dimiiintion  of  its  value  must  ensue. 
He  then  considers  the  effect  of  the  monetary  Laws 
of  France  upon  the  phenomena  of  the  value  of 
gold,  under  its  diflerent  governments.  Jn  the 
sixth  section  the  consequences  of  a fall  in  the 
value  of  gold  are  examiued  ; the  sufferings  and 
difficulties  -which  will  accompany  the  transition ; 
and  the  profits  which  will  be  made  by  certain 
classes  of  persons.  The  seventh  section  considers 
Avdiat  means  may  bo  taken  to  obviate  the  ill 
cfiects  ot  the  hill.  Several  valuable  documents 
relating  to  the  coinage  of  France  are  appended. 

CHEVRET,  JEAN. 

1 riiicijies  de  sociabUitc,  ou  nnuvel  expose  des 
droits  et  dos  devoirs  de  Fhomme  et  du  eilaifen,  suivis 
(Fohservatwus  relatires  aux  praprieles  d la  liberie 
de  commerce.  Paris,  1793. 

CHIAVACOI,  VLADIMIRO. 

Dnck  Commerc-iale  di  Genova.  Considernzinui 
sopru  i grandt  vantaggi  che  il  vommerdo  uazinnale 
nirarebbe  da  llama  istituzione,  precednte  da  alauii 
ceuni  intorno  i dock  commerciali  (F lughilterra. 
lorino,  1851.  ^ 

CHICKERING,  JESSE. 

A sfutisVeal  view  of  the  population  of  Massa- 
chusetts fn/in  17(i5  to  1840.  Hostou,  U.S.,  1846. 

CHIDLEY,  SAMUEL, 

A re?Honstrance  to  the  creditors  of  the  Common- 
I wetdth  of  England,  concerning  the  publique  debts 
\ oj  the  natooi.  London,  1654. 

CHIFFLETIUS,  CLAUDIUS. 

De  antiqao  numismate  liber.  1656. 

De.  nniiquo  nummo  et prweipue  Itomano.  Ham- 
burg, 1678-79, 

CHIFFLETUS,  HENRICUS  THOMAS. 

areis.  Antweri>i{e, 

CHILD,  JOSIAH,  SIR,  a very  great  potentate 

indeed  in  his  day— ami  who  has  imt  read  ofliis 
deeds  in  Macauk^^^  second 

.on  of  Richaul  Child,  a London  merchant.  Ho 
followed  the  same  profession,  and  attained  great 
wealth  and  inMiieiice,  and  became  chairman  of  tlie 
East  India  Company,  in  which  position  he  was  a 
rival  to,  if  not  a greater  power  than,  the  king  himself 
He  13  said  to  iiave  written  several  anonymous 
treatises  ill  lavor  of  the  East  India  Trade  The 
only  one,  however,  which  he  published  with  his 
own  name,  was  the  one  mentioned  below,  which 
has  been  olteii  quoted  and  referred  to,  and  is 
therefore  entitled  to  our  notice,  as  one  of  tlie 
earliest  in  commercial  literature.  He  was  made 
a baronet  in  1678,  and  died  in  1699.  He  was 
inarned  three  times,  and  his  children  by  each  of 
las  wives  married  into  the  highest  families  in  the 
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kingdom.  ITis  third  wife  is  said  to  have  been 
allied  to  eleven  dukes  and  duchesses,  and  about 
fifty  great  families  were  thrown  into  mourning 
by  her  death — pretty  well  for  a London  merchant. 

A new  discourse  of  Trade.  Loudon,  1690. 

This  is  the  seciiiul  and  enlarged  edition  of  a 
little  work  named  Brief  observations  concerning 
Trade  and  the  interest  of  money,  originally  pub- 
lished iu  1668.  It  was  remarkable  for  maintain- 
ing the  extraordinary  doctrine,  that  it  was  the 
loAvness  of  the  rate  of  interest  which  caused  tlie 
M'ealth  of  the  nation,  and  lie  brought  forward  as 
au  example  the  Dutch,  whose  wealth  he  said  was 
eutiredy  owing  to  the  lowness  of  the  rate  of  interest. 
His  work  was  immediately  ansAvered  by  another 
called,  “ The  interest  of  money  mistaken,  or  a 
treatise  proving  that  the  abatement  of  interest  is 
the  effect  ami  not  the  cause  of  the  riches  of  a 
nation.”  In  tlie  new  edition,  however,  of  Iiis 
work,  Avith  a iicav  title,  Sir  Josiah  most  strenuous- 
ly reaffirms  his  former  doctrine,  and  replies  to  his 
opiionents.  He  avl*11  shews  the  absurdity  of  dimin- 
ishing the  value  of  the  coin,  or  raising  its  denomi- 
nation, tricks  Avhich  had  been  repeatedly  tried 
in  Spain  and  Portugal.  He  sIigavs  that  merchants 
simply  raised  the  price  of  their  goods,  iu  ]n*opor- 
tiou  to  the  depreciation  of  the  coin,  as  they  ob- 
served Avhat  the  intrinsic  A’alne  of  the  money  Avas, 
and  not  the  name  it  is  called  by. 

This  treatise,  though  it  contains  eiTor,  is  never- 
theless in  many  respects  very  excellent.  In  the 
first  chapter  he  ascrilics  the  gi*eatness  and  pro- 
sperity of  Holland  to  fifteen  causes.  The  1st 
is  their  taking  great  merchants  into  their  state 
councils ; '2ndly,  the  equal  division  of  property 
at  the  death  of  the  parent ; Srdly,  their  good 
faith  in  trade ; 4thly,  their  encouragement  of 
inventors,  and  introducers  of  foreign  improve- 
ments, Avho  ahvays  receive  a public  reAvard  ; 
5thly,  the  cheapness  of  their  navigation;  Gthly, 
their  frugal  mode  of  life ; 7thly,  the  excellent 
education  they  gave  their  children,  male  and 
female,  especially  in  arithmetic;  Sthly,  the  low- 
ness of  their  customs  and  excise;  9thly,  their 
careful  inauagemeut  and  employment  of  their 
poor;  lOthly,  their  use  of  banks;  lltbly,  their 
religious  toleration;  12thly,  the  cbeaimess  and 
speed  of  their  laAv  proceedings;  1 Sthly,  their 
facility  iu  transferring  hills  of  debt,  the  advantage 
of  Avhich,  he  says,  none  can  know  Avho  have 
not  seen  it  in  use  ; 14thly,  the  public  registers  of 
all  real  property  sold  or  mortgaged;  15thly,  the 
loAvness  of  the  interest  of  money,  which  in  peace 
(lid  not  exceed  3 per  cent , and  in  the  then  war, 
4 per  cent. 

Ill  the  second  chapter  he  examines  the  state  of 
pauperism,  and  points  out  that  the  fundamental 
error  in  it  Avas  leaving  it  to  the  care  of  every 
Parish  to  maintain  its  caa  ii  poor  only,  wlieiico  the 
shitting  and  bandying  about  of  the  poor  to  their 
last  place  of  abode.  This  is  still  one  of  the  crying 
evils  of  the  English  poor-UiAv,  and  one  Avhich  the 
most  earnest  poor-law  reformers  have  most  tried 
to  get  rid  of,  hitherto  in  vain.  (Chadavick.) 
He  proposed  that  the  Avholc  district  Avithin  the 
Bills  of  Mortality  should  be  united  for  poor-laAv 
purposes,  and  put  under  the  management  of  a 
commission. 

Sir  Josiah  Child  then  considers  the  case  of 
merchant  companies,  and  decides  that  they  are 
injurious  to  irade^  and  that  a free  trade  has 


ahvays  been  more  prosperous  than  one  confined  to 
a company.  The  only  exception,  perhaps,  being 
in  such  a case  as  the  liast  Indies,  which  were 
barbarous  countries,  Avhere  there  Avas  a ueces.sity 
to  maintain  forces  and  forts.  In  the  fourth  chap- 
ter he  approves  of  the  iiolicy  of  the  Navigation 
Act. 

In  the  fifth  chapter  he  earnestly  recommends 
the  advantages  of  transferring  Bills  of  Debt,  a.s 
Malyiies  had  done  before,  and  he  gi\'es  such  a bill 
as  he  would  recommend  to  be  passed  for  the  pur- 
pose of  introducing  them.  In  this  chapter  ho 
seems  quite  to  negative  the  idea  that  is  not  un- 
common, that  Cardinal  Ricfielieu  iuA'ented  the 
indorsement  on  Bills  of  Exchange,  for  he  say.s, 
p.  129,  “ Even  in  our  oaa'h  (country),  where  avo 
have  for  many  ages  had  the  experience  of  indorse- 
ment ou  Bills  of  Exchange,”  Avhich  aa'ouIiI  be  a 
very  incorrect  mode  of  speaking,  if  llidielieu  had 
only  iiiA'ented  it  thirty  years  befitre. 

He  strongl}'  aclA'ocates  the  establishment  of  a 
Court  ^Merchant,  to  decide  all  mercantile  disputes, 
and  the  granting  the  utmost  facility  fur  naturaliza- 
tion. He  shoAA's  the  impossibility  of  ascertaining 
the  balance  of  trade  as  it  was  then  computed. 
But  though  he  sIioavs  the  absurdity  of  the  com- 
mon opinion  about  the  balance  of  trade,  he  did 
not  hit  upon  the  true  statement  of  it. 

AVc  thus  see  that  Sir  Josiah  Child  had  the  true 
fundamental  notion  of  a rwrmmy,  that  it  is  the  re- 
presentative of  debt,  and  liis  plan  Avas  to  make 
these  as  transferable  as  possible.  lie  never  once 
proposes  the  crazy  idea  whicli  became  so  preva- 
lent a few  years  afterwards,  and  ha.'?  continued  so 
to  the  present  day,  of  turning  goods  or  laud  into 
money.  (Cieszkowsk.1  ; Law.) 
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CHOSE  IN  ACTION.  A choice  in  action,  or, 
as  it  is  sometimes  called,  a vho^ie  in  suspense,  is  a 
ri|rbt  which  a person  has  to  something  which  is  i 
neither  in  his  actual,  or  constructive  posses.don,  ■ 
and  which  he  cannot  obtain  possession  of,  unless 
by  the  voluntary  cession  of  the  possessor,  without  , 
an  action.  ^ j 

The  subject  of  chases  in  action,  which  involves  i 
considerable  intricacy  at  law,  will  demand  our  ! 
special  attention,  because  they  contain  the  great  ^ 
master-subtlety  of  Political  Economy,  and  a clear  | 
apprehension  of  their  nature  and  several  kinds  | 
will  throw  a blaze  of  light  over  the  w'hole  science,  j 
and  enable  us  to  pronounce  a Judgment  ui>on  the  i 
most  disputed  and  obscure  points  in  tlie  subject.  I 

In  ancient  times  chattels  personal  consisted 
entirely  of  movable  goods,  visible  and  tangible 
in  their  nature,  which  were  iu  the  possession 
either  of  tiu*  owner,  or  of  some  ]>erson  oii  his  be- 
half, which  could  be  identified  and  taken  possession 
of.  In  fact,  those  in  which  the  properttj,  or 
ownership,  was  specitic  and  certain,  and  which 
even  if  not  in  the  possession  of  their  owner,  might 
be  identitied. 

But  though  in  early  times  sncli  a thing  as  an 
incorporeal  chattel  personal  was  not  recognized, 
there  existed  in  many  CJises  a right  of  action, 
cither  to  recover  pecuniary  damages  for  a wrong, 
or  for  the  nonperformance  of  a contract,  or  for 
the  recovery  of  money  due.  Such  a right  was 
called  a chose  in  action. 

Now  though  this  chose  in  action  was  a valuable 
right,  for  certain  reasons  which  we  need  not  en- 
large upon,  it  was  dei>rivedby  the  Common  Law 
of  one  of  the  usual  incidents  of  personal  property, 
it  was  not  transferable. 

Now  there  is  a great  and  subtle  distinction, 
and  one  of  the  most  fundamental  importance  iu 
Political  Economy,  between  a chose  in  possession 
and  chose  in  action. 

When  a man  entrusts  any  personal  chattel,  such 
as  a horse,  a book,  a watcli,  or  a carriage,  to  tlie 
custody  of  another  person,  the  property  in  that 
chattel  remains  in  him,  although  he  parts  with 
the  possession  of  it  for  a certain  time,  and  if  he 
sees  Ids  chattel  in  anotlier  person’s  hands  he  can 
reclaim  the  specific  thing.  Or  if  he  deposits  a 
j)articular  bag  of  money,  which  is  marked  and 
can  be  identified,  in  the  custody  of  some  one  else, 
there  is  but  one  property,  although  the  ]>roperty 
and  the  possession  are  separated.  And  he  may 
retake  the  very  horse,  or  the  very  book,  or  the 
very  watch,  or  the  very  carriage,  or  the  very  bag 
of  money. 

But  in  the  case  of  a simple  debt  it  is  quite 
different.  A debt  is  simply  a right  to  demand 
money,  and  is  not  a claim  or  right  to  any  specific 
bag  of  money.  And  although  a man  owes  me 
money,  that  confers  no  right  upon  me  to  put  my 
hand  into  his  jmrse  and  take  it  out,  or  to  seize 
his  goods  and  chattels  of  iny  own  authority  and 
sell  them. 

If  I deposit  £100  with  my  banker,  that  does 
not  give  me  any  right  to  take  away  100  sovereigns 
or  bank  notes  I may  see  lying  on  his  counter. 

On  the  contrary,  when  a debt  is  incurred  it  is  a 
mutual  transfer  of  j)roperties.  If  one  man  lend, 
as  it  is  somewhat  erroneously  called,  £100  to 
another,  the  absolute  i)roperty  in  the  money  passes 
to  the  borrower,  and  what  passes  to  tlie  lender  is 
a right,  or  property,  to  demand  back  an  equal  , 


quantity  of  money  at  some  future  time,  which, 
unless  prevented  by  law,  may  be  sold  or  trans- 
ferred to  any  one  else. 

Hence  m ises  this  doctrine  which,  subtle  as  it 
may  seem,  is  one  of  the  great  fundamental  dw- 
trines  of  Pc'litical  Economy,  that  a Debt  is  itself 
a separate,  independent,  and  transferable  valuable 
thing,  whicli  may  be  sold  and  transferred  like  any 
article  of  merchandize,  and  is  as  much  indepen- 
dent exchangeable  property,  as  any  other  com- 
modity whatever. 

The  distinction  is  extremely  apparent.  When 
a man  deposits  money  with  his  banker,  the 
banker  becomes  the  debtor,  and  not  the  bailee,  to 
Ins  customer.  When  a man  deposits  goods  in  a 
warehouse,  the  warehouseman  becomes  a bailee, 
and  not  a debtor,  to  his  customer.  The  property 
in  the  mom  y passes  to  the  banker,  and  he  may 
use  it  as  he  pleases  for  his  own  benefit ; on  the 
contrary,  no  property  whatever  passes  to  the 
warehouseman,  and  he  may  not  use  the  goods  as 
he  ])lcases  f>r  his  own  benefit. 

I These  debts  then  being  indeiiendent  ]>roperty, 
formed  by  far  the  largest  class  of  wliat  were 
originally  called  chases  in  action,  but  were  not 
allowed  to  be  transferred  by  the  Common  Law, 
because  such  a power  was  supposed  to  afibrd  too 
great  a temptation  to  litigation. 

iMerciiants,  how'ever,  soon  saw  the  amazing 
advantages  and  facilities  it  -would  give  to  com- 
merce to  be  able  to  transfer  debts  like  other 
commodities,  and  this  they  did  by  means  of  Bills 
of  Exchange  and  Promissory  Notes,  which  we 
may  call  hy  the  general  name  of  Instrumknts 
OF  Credit  , and  this  power  of  transfer  was  at 
length  recognized  by  the  Courts  of  Common  Law, 
ami  by  Statute. 

Now  from  the  preceding  considerations  arises 
the  doctrine,  which  is  perfectly  well  known  to 
every  lawyer  iu  tlie  world,  which  was  perfectly 
Avell  known  and  acknowledged  by  merchants, 
before  the  doctrine  that  Labor  is  the  cause  of 
Value  gained  its  pernicious  iiifiuence  over  Politi- 
cal Ectmomy,  and  Avhich  even  yet  struggles 
through  the  contradictory  views  of  modem  Eco- 
nomists, that  Credit,  or  Debts,  are  separate,  ex- 
changeable property  over  and  above  commodities 
! and  money,  and  are  to  be  reckoned  separately  in 
I a catalogue  of  national  property. 

I Tims  Mr-  Justice  Byles  enumerates  the  Land, 

' Credit,  and  the  Funds  as  separate  property,  the 
coiTOctness  of  which  no  one  competent  to  Judge 
will  dispute. 

Thus  is  shewn  the  fundamental  distinction, 
which  is  one  of  the  most  important  in  Political 
Economy,  between  a Bill  of  Lading  or  a Dock 
Warrant,  and  a Bill  of  Exchange.  Bills  of  Lading 
and  Dock  ^V^lrrants  are  always  titles  to  certain 
specific  goods  which  are  in  the  possession  of  some 
bailee,  avIiosc  duty  it  is  to  deliver  them  to  tlic 
owner  of  the  Bill  of  Lading  or  the  Dock  Warrant. 
And  the  property  iu  these  goods  may  be  traus- 
: ferred  a hundred  times  while  they  remain  iu  the 
, possession  the  bailee. 

From  tins  it  manifestly  appears  that  there 
cannot  be  any  more  Bills  of  Lading  or  Dock 
Warrants  than  there  is  property,  and  hence  these 
paper  documents  Kepresext,  and  are  one  with 
the  Goods. 

But  when  a merchant  buys  goods  with  a Bill 
of  Exchange,  all  coiiuectiou  between  the  bill  and 
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the  goods  is  severed.  The  property  in  the  goods 
jaisses  to  the  merchant,  and  the  property  iu  the 
Ibll  pa.sses  to  his  creditor,  and  the  goods  and  the 
Bill  may  each  be  sold  and  transferred  separately, 
ami  form  two  distinct  and  scp;u'ate  properties. 

The  owner  of  the  Bill,  whicli  is  a chose  in  action, 
probably  sells  it  to  his  banker,  wliose  business 
especially  consists  in  buying  these  chases  in  action. 
And  he  does  this  by  creating  another  chose  in 
action,  either  in  the  form  of  a Hank  Note,  or  by 
a credit  created  in  his  books,  called  a Deposit, 
Avhich  the  merchant  can  put  into  circulation,  and 
which  may  be  transferred  any  number  of  times. 

But  it  is  manifest  that  the  Paper,  the  Bill,  or 
the  Note,  is  merely  the  evidence  of  the  right,  and 
is  not  the  right,  or  the  chose  in  action  itself,  which 
exists  ill  the  person  quite  independently  of  any 
jmper  document.  Hence  a debt,  or  a credit,  iu 
any  other  form  whatever,  such  as  a book  credit,  is 
(*f  exactly  the  same  nature  as  a Bill  or  Note, 
mily  it  is  not  in  a form  so  well  adapted  for  cir- 
culation, and  it  is  to  be  treated  and  classed  along 
with  them. 

Now  the  various  forms  of  Credit  iu  this  country 
greatly  exceed,  at  least  tenfold  probably,  all  the 
cash  in  the  country.  All  estimates  of  the  credit 
and  the  cash  in  the  country  are  necessarily  vague, 
but  it  is  probably  not  unsafe  to  say  tliat  the  credit 
in  this  country  is  not  less  than  £600,000,000 ; 
Avhereas  the  cash  does  not  probably  exceed 
£70,000,000.  And  there  is  no  connection  be- 
tween them,  there  is  none  of  the  cash  set  apart 
and  appropriated  to  the  payment  of  any  of  this 
credit,  and,  iu  fact,  it  is  expressly  forbidden  from 
being  so. 

Hence  instruments  of  credit  of  all  sorts  do  not 
represent  money  at  all,  in  the  same  sense  that 
Bills  of  Lading  represent  goods,  but  are  indepen- 
dent property. 

The  distinction  thus  explained  between  Bills  of 
Lading  and  Bills  of  Exchange,  may  jterhaps  seem 
soinewliat  subtle.  It  is  nevertheless  one  of  the 
most  transcendant  importance  iu  human  affairs. 
It  lies  at  the  root  of  the  whole  theory  of  the 
currency  (Curhenct),  and  it  is  from  a confusion 
on  this  very  point,  that  those  false  theories  of 
currency  liave  proceeded,  which  have  brought 
such  dire  calamities  on  the  world.  (Law.) 

This  is  tlie  basis  of  the  theory  of  credit,  w'hich, 
however,  involves  several  other  subtleties,  Avhich 
we  cannot  enlarge  upon  here,  but  are  fully  deve- 
loped under  Credit. 

It  is  also  upon  the  doctrine  that  Credit  is  itself 
scjiarate,  independent,  and  exchangeable  property, 
that  the  indubitable  truth  is  biused,  that  Credit 
IS  Capital.  Mr.  Mill  acknowledges  that  any 
thing  that  may  be  exchanged  may  be  capitak  It 
is  only  necessary  to  shew,  therefore,  that  credit 
may  be  exchanged,  and  the  doctrine  that  Credit 
is  Capital  follows  as  a matter  of  course. 

Debts,  therefore,  were  early  recognized  as  per- 
sonal jiroperty  of  an  incorporeal  nature,  ami  as 
they  were  called  ekoses  in  action,  this  name  was 
extended  to  immense  quantities  of  property  of 
the  same  nature  which  have  grow'n  up  iu  modern 
times. 

But,  nevertiieless,  there  are  distinctions  of 
considerable  subtlety  in  the  nature  of  different 
kinds  of  chases  in  action  themselv'es.  And  this  is 
one  of  the  points  on  wdiich  the  legal  classification 
of  property  is  not  that  w'hich  is  most  suitable  for 


Political  Economy,  as  we  have  shewn  in  the  Pre- 
liminary Discourse.  For  all  incorporeal  pro- 
perty is  not  called  a chose  in  action,  nor  are  all 
chases  in  action  incorporeal  property.  Some  chases 
in  action  are  naked,  incorporeal,  and  intangible 
rights,  but  others  are  ass(x;iated  with  material  and 
tangible  things. 

In  modern  times  an  immense  mass  of  property 
of  an  incorporeal  nature  has  sprung  up  which  was 
unknown  to  the  common  law'.  Thus  the  funds, 
shares  in  commercial  enterprises  of  all  scaas, 
banks,  railways,  canals,  gas  and  wnter  companies, 
insurances,  personal  annuities  of  all  sorts,  are  alt 
cliissed  as  chases  in  action.  This  is  all  personal 
property  of  an  incorporeal  nature,  amounting  in 
value  to  several  thousands  of  millions  in  this 
country.  So  lottery  tickets  are  choscs  in  action. 
But  we  do  not  know'  of  auv  instance  in  which 
a co])yrlght,  or  a patent,  or  the  goodwill  of  a 
business,  has  been  classed  as  a chose  in  action. 
Now  all  these  are  incorporeal  and  separate 
proi)crty. 

But  there  arc  other  chases  in  action  which  are 
not  independent  and  separate  incorporeal  property, 
severed  from  a tangible  and  visible  object. 

The  first  of  these  are  Mortgage  deeds,  which 
in  modern  times  are  classed  as  chfscsin  action. 

In  point  of  strict  law'  a mortgage  dee<l  is  an 
absolute  conveyance  of  the  property,  in  land,  for 
instance,  from  the  mortgagor  to  the  mortgagee, 
who  becomes  the  owner  of  the  property,  with 
the  condition  that  he  shall  reconvey  it  on  the  re- 
payment of  the  money  borrow-ed  at  some  fixed 
time.  Thus,  iu  point  of  law',  a mortgage  on  laud 
is  not  an  incorporeal  right,  but  a title  to  the  actual 
laud ; and  the  deed  is  not  a separate  property  from 
the  land,  but  goes  w'ith  it. 

Equity,  however,  took  a different  view  of  the 
matter.  It  regarded  the  mortg.age  as  in  substance 
nothing  more  than  as  a security  for  the  money 
borrowed,  and  regards  the  mortgagor  as  in  reality 
the  owner  of  the  iiroperty,  subject  to  the  repay- 
ment of  the  debt.  Considered,  therefore,  as  a 
mere  security  for  money,  the  mortgage  deed  is 
classed  as  a chose  in  action.  But  there  is  this 
very  important  distinction  between  it  and  an  in- 
strument of  credit.  The  mortgage  deed  and  the 
land  go  together,  they  cannot  circulate  separately 
and  independently.  They  are,  therefore,  only  one 
property.  And  this  chose  in  action  is  material 
and  tangible.  Whereas,  as  we  have  often  said,  an 
instrument  of  credit,  and  the  money  it  may  ulti- 
mately be  paid  with,  if  paid  w’ith  money  at  all, 
circulate  separately,  and  are  sejiarate  properties. 

The  very  same  thing  is  true  of  Bills  of  Lading 
and  Dock  Warrants  deposited  as  securities  for 
advances,  the  property  iu  the  goods  they  represent 
goes  togetlier  with  them,  and  they  cannot  be 
separated. 

Another  kind  of  a chose  in  ac//o«  which  is  asso- 
ciated with  something  material  and  tangible,  is  a 
legacy,  and  it  is  called  an  equitable  chose  in  action 
because  a legatee  can  only  recover  it  in  a Court 
of  Equity. 

The  equitable  right  to  the  legacy  is  in  the 
legatee,  but  the  legal  possession  is  in  the 
executor,  though  not  the  legal  property,  because 
he  cannot  use  it  as  he  pleases.  The  right  to  the 
legacy  and  the  legacy  are  therefore  not  tw'o,  but 
only  one  property,  the  properly  being  merely 
separated  from  the  legal  possession. 
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Thus  wc  see  that  the  class  of  property  known 
as  chosps  in  action  in  law',  is  not  a suitable  one  for 
the  science  of  Folitical  Economy,  ami  may  lead  to 
much  error.  Tlie  fundamental  principle  of  Poli- 
tical Economy  is  to  ascertain  what  is  separate 
property,  ami  the  criterion  of  the  subject  is  that 
which  we  have  given  under  credit,  viz. — 

That  which  van  he  sepai'atdy  exchanged^  is  se- 
pftratc  property. 

Thus  credit  in  all  its  forms,  money,  stock, 
sliares,  &c.,  can  all  be  exchanged  sei>arately,  they 
are  therefore  all  separate  property,  and  they  do 
not  represent  ])roperty. 

A mortgage  deed,  or  any  title  to  land,  bills  of 
lading,  dock  warrants  and  goods,  cannot  be  ex- 
changed separately,  therefore  they  arc  separate 
pni]>erty,  but  they  represent  property. 

This  at  once  shew's  the  error  which  we  believe 
Dr.  Chalmers  originated,  and  which  has  become 
rather  jn-evalent  among  Economists,  that  the  funds 
are  analogous  to  a mortgage  on  tlie  property  of 
the  country.  Fora  refutation  of  this  error  see 
CAriTAD  ; Capps  ; Funds. 

The  considerations  in  this  article  may  also  be 
useful  to  call  the  attention  of  economists  to  the 
existence  of  incorporeal  property,  or  incorporeal 
chattels,  the  almost  total  neglect  and  omission 
of  which  from  most  works  on  Political  Economy 
is  one  of  their  most  inox]tIicable  and  striking 
defects.  For  not  only  docs  its  admission  give  an 
immei»se  augmentation  to  the  field  of  the  science, 
but  it  also  greatly  modifies  many  of  its  law's  and 
principles  which  are  erroneously  supposed  to  be 
geuoral.  (Property.) 

CHRISTIAN,  GERARD  JOSEPH,  born  in 
177(t,  at  Verveirs.  Director  of  the  Conservatoire 
ties  Arts  ei  Metiers.  Died  in  1833. 

T>es  im positiotis  et  de  lenr  influence  sur  t indnstrie 
agricole,  mannfacturitre  et  commerciale,  et  sur  le 
prosperite  publique.  Paris,  1814. 

CHRISTIE,  WILLIAM  DOUGAL. 

A plea  for  a perpetual  copyright,  in  a letter  to 
Lord  Monteagle,  Loudon,  1840, 

CHRISTOPHORO  D’AVADOS,  P.  A.  DE. 

Essai  snr  le  commerce  et  Its  inttrds  de  VEspagne 
et  ses  colonies.  Paris,  1819. 

CHURCHILL,  J.  F. 

Des  crises  tF argent  et  da  credit  rtpuhlicain. 
Paris,  1848. 

CIBRARIO,  LUIGI,  an  eminettt  Sardinian 
writer  and  statesman,  was  born  at  Turin  on  the 
‘23rd  February,  1802.  In  1824,  he  took  his  de- 
gree in  civil  and  canon  law',  and  then  devoted 
himself  to  historical  researches,  especially  about 
his  native  country,  and  its  sovereigns.  He  has 
also  published  several  w'orks  in  general  literature. 

In  1830,  he  was  elected  a member  of  the  Turin 
Academy  of  Sciences.  He  was  an  intimate  friend 
and  adviser  of  Charles  Albert,  who  sent  him  on 
some  diplomatic  missions  in  1832-33,  and  he  was 
scut  as  Koyal  Cominissioiier  to  Venice  in  1848. 
After  tlie  fatal  battle  cd  Novara  he  resigned  this 
ollice,  and  he  fullow'ed  his  unfortunate  sovereign 
tn  Portugal,  Ui  endeavour  to  induce  him  to  return 
to  T urln.  Imt  did  not  succeed.  He  ha.s  filled  several 


important  offices.  In  1830  he  wras  sent  as  pleni- 
potentiary to  France,  to  conclude  a treaty  of  com- 
merce, a. id  a coiiventiou  on  literary  property. 
He  W'as  for  some  time  Minister  for  Foreign  Atiairs 
in  Count  Cavour’s  cabinet.  His  w'orks  relating 
to  political  economy  are  : — 

Delle  flnanze  della  Monarchia  di  Savoja  discorsi 
tre.  Torino,  1841. 

Della  Economia  Politica  del  medio  evo*  Torino, 
1839. 

This  valuable  w'ork  is  divided  into  tlirce  books, 
the  tirst  of  which  treats  of  the  political  condition 
of  the  middle  ages;  the  second, of  the  moral  con- 
dition ; and  the  tliird  only,  of  what  is  usually 
designated  as  political  economy  by  modern  econo- 
mists. 

The  third  book  contains  eight  chapters.  The 
first  treats  of  the  effect  of  the  political  condition 
on  industry  and  agriculture.  The  second  is  on 
the  police  regulations  regarding  the  public  health, 
manufactories,  markets,  the  public  safety,  games, 
and  prostitutes.  The  third  chapter  explains  the 
various  tt  uures  of  laud.  The  fourth  is  on  popu- 
lation, and  a table  is  appended,  exhibiting  the 
ancient  and  the  modern  population  of  sixty  tow  ns 
and  villages  in  the  kingdom.  The  fifth  chapter 
treats  of  the  public  treasury  and  taxation.  The 
sixth  is  on  the  monetary  system,  and  gives  details 
of  some  of  the  principal  coins  formerly  in  use. 
The  seventh  is  on  the  relation  between  ancient 
and  modern  money,  according  to  their  value  in 
subsistence ; several  valuable  tables  are  appended, 
showing  the  different  species  of  money,  and  their 
weights  ill  bullion,  and  their  value  in  subsistence. 
The  eighth  and  last  chapter  treats  of  maritime 
law,  navigation,  commerce,  the  arts,  the  theory 
of  credit,  interest,  and  exchange. 

In  this  chapter  Cibrario  fully  boars  out  what 
we  have  said  under  Bile  of  Exchange,  § 14, 
that  Bills  of  Exchange  w'cre  invented  by  the 
Italians  mid  not  by  the  Jews.  He  says  p.  527, 
edit.  1839. — “ The  principal  merit  of  the  Italian 
tOAviis,  besides  having  renewed  in  the  middle  ages 
the  pow'er  and  the  commerce  of  Carthage  and 
Tyre,w'a.'-  having  discovered  or  renewed  the  theory 
of  credit,  and  the  incredibly  rapid  circulation  of 
money  b\-  means  of  Bills  of  Exchange.  Tow'ards 
the  end  of  the  12th  century,  as  one  may  gather 
from  the  statutes  of  Susa,  there  were  established 
in  various  cities  of  Italy,  banks  of  loiiii  and  ex- 
change, called  casane.  This  business  was  carried 
on  principally  by  the  people  of  Tuscany,  Asti, 
and  Chieri,  wlio  carried  on  the  not  ahvays  inno- 
cent business  not  only  of  circulating  and  exchang- 
ing money,  but  also  of  lending  upon  pledges.  In 
1226,  we  know'  from  the  chronicles  of  Asti,  that 
bankers  of  that  city  were  introduced  into  France, 
where  the  same  business  was  already  carried  on 
by  the  merchants  of  Cahors.  Thenceforward 
Italian  money  lenders  greatly  multiplied,  first 
being  confounded  with  the  Caorsini,  then  dis- 
tinguished by  the  name  of  Lombards,  first  caressed, 
then  persecuted  by  princes,  then  hunted  to  death, 
and  ahvays  hated  by  the  people.  Some  of  these 
bankers  went  to  the  Courts  of  England  and 
France,  the  richest  to  that  of  the  Fojie,  and  the 
firms  of  the  Bardi,  the  Peruzzi,  and  the  Frcsco- 
baldi  of  Florence,  the  Balardi  of  Pisa,  the  Salim- 
beni  of  Siena,  had  nothing  to  envy  in  the  modern 
Rothschilds.  He  says  that  tlie  firm  of  Caluccio 
Balardi  had  a bank  at  Pmds  in  the  begiuniug  of 
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the  14th  century,  and  Giovanni  Vanno  had  a | 
bank  at  Dover  ami  Canterbury  at  the  same  time. 

1 le  also  says,  as  is  stated  in  Bili.  of  Exchange, 
that  they  were  greatly  used  in  transmitting  the 
pupal  revenues. — “ The  Italian  bankers  were  the 
first  to  discover  the  true  law.s  of  the  commerce  of 
money,  and  the  Avorld  is,  in  fact,  indebted  to  them 
fm*  the  theory  of  credit,  and  bills  of  exchange.  I 
know,  certainly,  that  some  say  that  the  Jews  in- 
vented Bills  of  Exchange,  but  even  if  that  could 
be  jiruvcd,  the  merit  of  having  adopted  and  ex- 
tended their  use  undoubtedly  belongs  to  the 
Tuscan  bankers,  wlio  w'ere  charged  witli  the  duty 
of  collecting  the  papal  revenues  in  various  parts 
of  the  Catholic  AVtirld,  and  availed  themselves  of 
tills  means  ofcoiisigning  the  funds  collected,  Avheii 
the  papal  court  had  pressing  need  of  money.”  j 
Cihi'ario  refers  to  Osgerius  Alfei'ius.  Per. 
Italic.  A”/.  142.  Turzanns  de  Castronovofm^l.S. 
in  the  Royal  Athenaium  at  Turin,  Vol.  II.  344, 
and  to  Mnrafojd,  untiqu.  Italic,  diss.  XVI. 
Mercatnra  de*  Fiorentini,  tom.  II.  126. 

Cibrario  also  fully  confirms  Avhat  we  have  said 
under  Bank,  that  the  word  Bank  is  synonymous 
with  the  Italian  Monte.  He  also  uses  15anco  as 
synonymous  with  Monte,  and  meaning  a public 
debt  or  fund.  At  p.  530  he  says. — “ Circa  alia 
teoria  del  credito,  che  dissi  iiivenzionc  di  coinuni 
Italiaui,  e noto  che  il  jirimo  BANCO,  o debito 
publico,  fti  eretto  a Venezia  iiel  1171.  Nel  sccolo 
XIII  v'ha  memoria  di  carta  monetata  a Milano. 
II  credito  fii  rimborsato.  Uu  MONTE,  o debito 
jiublico,  fu  slabilito  in  Firenze  nel  1336.” 
This  fully  shews  that  banco  and  monte  meant  the 
same  thing. 

The  volume  condiules  with  eight  tables, 
sheAving  the  prices  of  a great  A'ariety  of  things,  as 
Avell  us  the  interest  of  money,  in  the  13th  and  14lh 
centuries. 

CICERO,  MARCUS  TULLIUS.  Dorn  at 

Arpiiium,  the  3rd  of  January,  106  n.  c.,  killed  on 
the  7th  of  December,  43  ii.  c. 

We  only  cite  this  eminent  person  here,  to  shew 
the  strange  influence  Avhich  ill-considered  preju- 
dice held  over  his  mind  in  commercial  .subjects, 
and  that  he  says  that  no  retail  dealer  can  suc- 
ceed Avithout  lying.  He  says  that  some  means 
of  acquiring  Avealih  are  reputable,  and  others  dis- 
rei>utabie.  Among  the  latter  are  tax  gatherers 
and  usurers.  Those,  too,  are  base  in  AA'hich  w'ages 
are  paid  not  for  art,  but  for  labor ; as  well  as 
those  Avho  buy  from  merchants  to  sell  again 
immediately,  for  they  cannot  succeed  unless 
they  lie  mncli.  De  Officiis  I.  42.  'J'his  curious 
prejudice,  that  men  could  not  make  any  profit  in 
shopkeeping  without  cheating,  long  proA^ailcd. 

CIESZKOWSKI,  AUGUSTE,  Count,  Avas 
born  at  Sucha,  in  Poland,  the  12th  September,  1814. 
He  h as  Avritten  a considerable  number  of  AA'orks 
of  a philosophical  and  ti’anscendeiital  nature,  iu 
German  and  Polish.  He  has  contributed  to  the 
Journal  des  Economistes  scA'oral  articles.  Ho 
w as  a member  of  the  Prussian  National  Assembly 
in  1848. 

Du  credit  et  de  la  circidation.  Paris,  1839. 
2nd  Edit.  1847. 

Under  ordinary  circumstances  Ave  should  have 
passed  o\^er  this  Avork  Avithont  notice,  merely  la- 
menting that  the  author  hud  Avasiod  so  much 


ingenious  labor  in  bringing  forward  ns  new*,  the 
doctrines  of  John  Law,  Avhich  have  seduced  so 
many  persons  But  Avhen  Ave  fiml  that  se\'oraI  of 
the  ablest  economists  on  the  continent  have  ap- 
proved of  Count.  CieszkoAvski's  doctrines,  tlic 
matter  assumes  a A*ery  difterent  aspect  indeed, 
and  is  calculated  to  inspire  some  alarm,  that 
these  pernicious  follies  should  become  more  poim- 
lar. 

To  our  inexpressible  amazement,  economists  so 
Avell  known  as  Joseph  Gamier,  M.  Bainlril- 
lart,  the  associate  of  M.  Chevalier  at  the  Colh'ge 
de  France,  and  Professor  Boccardo,  the  auilior  of 
tile  great  Italian  Dictionary  of  Political  Economy, 
ha\'e  ail  adopted  the  doctrines  of  Cieszkowski, 

W e must  accord oneinerit  to  Count  CieszkoAvski. 
He  tells  us  A'orv  distiuctlv  Avhat  he  means.  He 
does  not  envelop  his  ideas  in  a cloud  of  Avords, 
out  of  Avhich  tile  beAvildered  reader  finds  it  im- 
possible to  discover  the  author’s  meaning.  On 
the  contrary,  he  tells  ns  exactly  Avhat  he  thinks 
AATong,  and  Avhat  he  thinks  right.  AVe  therefore 
knoAv  exactly  Avhere  to  hit  him.  AVe  liaA’c  only 
to  shoAv  that  his  fundamental  conception,  as  clearly 
expressed  by  himself,  is  nothing  but  a palpable 
error,  Avhich  any  luAvyer  or  merchant  in  the  world 
Avould  immediately  detect,  and  the  Avhole  of  his 
superstructure  fulls  to  the  ground  in  ruins. 

He  very  justly  dwells  on  the  importance  of  the 
subject  of  Credit,  and  the  great  evils  which  a 
mistaken  conception  of  its  nature  may  produce. 
He  then  examines  the  definition  of  credit,  and  he 
savs  that  it  has  usuallv  been  considereil  as  au 
anticipation  of  the  future,  Avhieh  he  says  is  a 
capital  error  in  theory,  and  only  true  in  a very 
restricted  sense,  but  eminently  false  as  an  ulti- 
mate and  absolute  definition. 

He  then  says,  p.  6 . — “ Le  credit  est  la  me/n- 
morphose  des  capitaux  stables  et  engagees  en  capV 
taux  circnlants  on  degages  ; c’cst  i dire,  le  moycn 
qui  rend  disponibles  et  circulables  des  capitaux 
qui  ne  Tetaient  point,  ct  leur  pennet  par  conse- 
quent de  sc  porter  jiartout  oii  leur  besoin  se  fait 
sentir.  Cette  definition  fondcinentale  nous  suflit 
comrae  point  de  depart  pour  fixer  les  idees.” 

Noav  the  meaning  of  this  is  perfectly  plain, 
and  is  fully  illustrated  by  his  subsequent  ]>ro- 
posals,  as  W'cll  as  by  the  ideas  of  the  authors  Avho 
huA'c  unfortunately  folloAvcd  him.  (Bacdbu.- 
LART ; Boccardo;  Garnier.) 

Count  Cieszkow'ski  couccia'cs  au  instrument  of 
credit  to  be  one  like  the  title  deeds  to  an  estate, 
or  a bill  of  lading,  or  a dock  warrant,  Avhich  re- 
presents property,  and  may  be  passed  IVqm  hand 
to  hand,  with  greater  facility  than  the  property 
itself.  He  imagines  that  these  are  similar  to 
bills  of  exchange,  w'hich  transfer  the  right  to  so 
much  money. 

But  every  laAvyer  and  merchant  in  the  world, 
w'ho  gives  a moment’s  reflection  to  this  idea,  Avill 
at  once  perceive  its  gross  fallacy.  The  title  deeds 
to  an  estate,  a bill  of  lading,  and  a dock  AA'aviainf, 
are  precisely  w hat  credit  is  not.  They  are  docu- 
ments which  are  expressly  bound  down  and  tied 
to  some  specific  jiroperty,  and  cannot  be  separated 
from  it- 

Noav  if  Count  CieszkoAvski  vrould  inform  him- 
self of  the  first  princiiJes  of  law*  and  commerce, 
he  Avould  knuAv  that  the  fumhunental  notion  of  an 
instrument  of  credit  is  that  il  is  expressly  forbid- 
den to  ho  attached  to  any  specific  propei'ty  whatercr. 
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That  is  the  very  cimimstance  from  ■which  it  re- 
ceives its  name  of  credit.  It  circulates  merely 
on  the  belief  that  it  can  be  exchanged  for  money. 
But  bills  of  lading  and  dock  warrants  are  not 
credit  at  all,  because  they  are  known  to  be  attached 
to  certain  things. 

The  fundamental  distinction,  then,  between 
bills  of  lading  or  dock  warrants,  and  instruments 
of  credit  of  all  sorts,  is,  that  the  firmer  are  titles 
to  thin^s^  the  latter  are  universally  claims  against 
the  prison.  And  this  is  the  Pons  Asinorum  of 
political  economy.  (Bili.  of  Exciianoe;  Bank 
Note;  Bill  of  Lading;  Dock  Warrant;  ! 
Credit.) 

At  ]>,  27  he  opens  out  against  the  circulation  of 
instruments  of  credit. — “Alais  le  credit  do  pure  , 
circulation,  cette  fantasmagorie  industriello  et  I 
fiuauciere,  qui  equivoque  des  ombres  sans  corps,  i 
et  qui  pourtant  les  rend  pesnntes^  contradiction  ! 
physiquement  insoluble,  et  qui  I'industrie  nous  | 
presente  noanmoius  dans  ces  valeurs  purement  , 
negutices.  qui  ue  sont  que  des  charges,  qui  ifont  I 
jamais  rien  produit,  et  ne  peuvent  rien  produire.” 
It  is  curious  that  M.  Cieszkowski  has  here  just  hit 
upon  the  right  expresssion  for  credit, — it  is  nega~ 
tire, — but  he  says  this  is  a physical  impossibility. 
We  hope  we  have  sliown  tliat  the  explanation  is  ! 
perfectly  possible.  (Credit.)  | 

At  j>.  44  he  brings  forward  his  own  plan : — | 
“ Eh  bien,  des  titres  de  depots  reels,  d’hypo-  | 
th^ques  engagees,  enfin,  de  gages  actuel  de  toute  I 
cspece,  emis  cn  circulation  sous  une  forme  gene-  I 
rale,  par  une  institution  universelle  de  credit  (au 
lieu  du  papier  de  banque,  (lui  n’est  que  signe,  ab-  * 
stractioii  faite  de  ses  autres  defauts.”)  lie  then  i 
compares  them  to  warrants: — “Les  warrants-la, 
dis-je,  circuleraient  indetiniment,  puisque  leur 
destination  n’aboutirait  a aucune  consommation, 
commo  cela  a lieu  i>our  les  denrees  commerciales; 
mais  qu'au  contraire,  e’est  leur  circulation  seule 
qui  constituerait  leur  usage  et  leur  destination. 
Ce  serait  done  une  mounaie  parfaitement  ana-  ' 
logue  k la  monnaie  motallique,  puisqu’elle  por-  ' 
terait  en  elle-mcme  sa  garantie  specials  et 
detenninee,  n’etant  en  realite  qu'un  fouds  reel 
rendu  circulablc.” 

Now  here  we  have  his  plan  clearly  explained. 
And  we  lament  to  say  that  Professor  Boccardo 
has  fallen  into  exactly  the  same  error.  lie  in  his 
Elements  of  Political  Economy,  says  that  a ware- 
house at  the  docks  which  gives  warrants,  is  like 
a bank  which  issues  notes. 

This  error  is  of  the  most  fundamental  nature, 
and  of  most  momentous  consequence.  A dock  f 
warehouse  and  a bank  do  not  resemble  one  ^ 
another,  and  the  documents  issued  by  them  are  , 
fnndaraentally  distinct.  The  former  are  not  ere-  I 
dit,  the  latter  are.  In  a dock  warehouse  the 
goods  remain  the  absolute  property  of  the  de-  , 
positor,  which  he  can  always  identify,  or  transfer 
to  any  one  else.  The  dock  master  has  no  pro-  ' 
perty  in  them.  Consequently  the  document  and  | 
the  goods  are  one  property, and  circulate  together.  ! 

But  in  a bank  the  case  is  totally  ditterent.  The 
money  iu  the  bank  is  the  absolute  property  of 
the  banker,  and  the  document  of  credit  only  is 
the  property  of  the  depositor,  who  has  no  right  to 
any  specific  money  whatever.  The  consequence 
is,  that  the  money  and  the  document  are  two 
properties,  aud  circulate  independently  of  one 
another. 


I The  consequences  of  this  arc  very  important. 
Bills  ol  lading  and  dock  Marrants  have  no  value 
of  themselves,  but  instruments  of  credit  are 
articles  of  sejiarate  and  independent  value,  like 
anyotlier  exchangeable  property.  The  value  of 
all  the  bills  of  lading  and  dock  warrants  in  Eng- 
land is  simply  nothing.  The  mine  of  all  the 
forms  of  credit  cannot  be  less  than  .£600,000,000, 
at  the  lowest  computation.  And  this,  as  every 
lawyer  knows,  is  separate,  exchangeable  property, 
just  likf  any  other. 

The  bills  of  lading  or  dock  warrants  are  in  no 
way  auxiliar}^  or  subsidiary  to  the  metallic  cur- 
rency, or  substitutes  for  it,  wiiereas  credit  is 
always  auxiliary  or  subsidiary  to,  or  a substitute 
for  nionev. 

Consequently  the  institutions  proposed  by  M. 
Cieszkowski  would  not  be  institutions  of  credit  at 
all ; and  the  excellent  Economist,  Professor 
Boccardo,  must  have  been  imitating  the  father  of 
poetry  m one  of  his  nodding  fits,  Avlieu  he  could 
suppose  that  a Dock  M'archouse  was  an  institu- 
tion of  credit  like  a Bank. 

Now  the  documents  issued  as  M.  CieszkoAvski 
proposes,  must  have  some  value  in  money  ex- 
pressed on  them.  It  Avould  be  hnpossibie  for 
them  to  circulate  unless  some  attempt  AA'ere  made 
to  fix  the  value  of  the  property  they  represented. 
A title  to  land  would  require  to  have  the  value  of 
the  laud  expressed  upon  it,  and  so  on  of  other 
things. 

But  what  is  thLs  but  John  Law’s  identical 
scheme  Ilis  plan  was  to  coin  into  money  all  the 
property  in  the  kingdom,  which  is  exactly  M. 
Cieszko^vski’s  plan,  and  that  of  many  others.  At 
p.  131,  lie  bestows  the  highest  commendation  on 
Law, 

Noav  Avhat  do  the  excellent  Economists  men- 
tioned above  say  to  this?  They  all  mention  Law 
Avith  the  utmost  horror,  and  yet  by  approving 
and  adopting  M.  CieszkoAVski’s  ideas,  they  are 
absolutely  adopting  Law.  AVe  earnestly  implore 
of  them  all  to  re-consider  the  fatal  doctrines  they 
have  so  unadvisedly  been  led  to  sanction. 

CINCINNATUS.  Pseudonym. 

A letter  to  the  Right  Honorable  Lord  North, 
recommending  a new  mode  of  taxation,  through 
which  vice  may  he  cheched,  and  the  poor  be  relieved. 
London.  1770. 

Remarks  on  the  Anti-  Corn  Law  mania.  London, 
1846. 

Terms  of  conciliation,  or  coimderations  on  a 
Free  Trade  in  Ireland.  London,  1779. 

CIRCULATING  MEDIUM.  The  tenn  cir- 
culating medium  is  used  by  all  Economical  Avriters 
as  synonymous  with  currency  ,*  we  therefore  refer 
to  the  aj  ticle  Cubrenct  for  a full  treatmentof  the 
subject. 

This  term  came  into  common  use  in  the  last 
decade  of  the  last  century,  as  "we  learn  from 
Mr.  Fox,  and  Mr.  Fortune.  (Fortune.) 

We  shall  not  examine  here  the  various  opinions 
which  have  been  held  as  to  the  meaning  of  the 
word  currency,  or  circulating  medium,  as  that  is 
fully  done  under  the  funner  term.  We  Avill  only 
say  here  that  every  scientific  analogy  shews  that 
the  tenn  circulating  medium,  must  signify  the 
medium,  or  means  by  which  the  operation  of  cir- 
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culation  is  effected.  What  circulation  is,  we 
have  explained  in  the  fulIoA\'ing  article. 

This  ])oiut  descTA'cs  attention,  because  it  is  by 
no  means  uncommon  to  siqipose  that  circulating 
medium  means  the  medium  which  circulates  itself, 
and  those  Avho  giA'e  it  that  interpretation  are  apt 
to  confine  it  to  money  and  Bank  notes,  because 
those  tAvo  agents  ai*e  more  commonly  seen  iu 
general  circulation.  This  (|uestion  is  by  no  means 
of  small  iini)ortance,  because  there  arc  many 
other  instruments  of  credit  besides  Bank  Notes, 
Avhich  circulate  commodities,  but  Avhich  do  not 
enter  into  general  circulation.  And  tliere  has 
arisen  a stroug  diAusioii  of  opinion  among  recent 
Economists,  Avhether  any  other  forms  of  credit 
besides  Bank  Notes  are  to  be  included  under  the 
title  cuiTcucy,  or  circulating  medium. 

Now  it  appears  to  us  that  scientific  analogy  is 
decisive  on  this  point.  In  scientific  language  a 
medium  invariably  means  something  by,  or 
tlirough,  Avliich  something  else  is  done.  Hence 
Ave  have  only  to  consider  the  means  or  agent 
Avhich  causes  circulation,  and  then  Ave  IiaA'e  at 
once  the  extent  of  the  circulating  medium.  Noav 
it  is  quite  clear  that  other  forms  of  credit  besides 
Bank  Notes  circulate  commodities,  and  cousc- 
<iueiitly  that  money  and  credit  in  all  its  fonns 
constitute  the  circulating  medium.  The  differ- 
ences in  t!ie  forms  of  credit  arc  only  differences 
in  degree,  and  not  in  kind. 

It  Avill  assist  us  also,  to  see  in  Avliat  light  the  i 
French  Economists  interpret  the  expression  cir- 
culating medimii.  Noav  they  ahvays  interpret  it 
by  the  expression  Tagent  de  la  circulation,  Avhich  | 
exactly  agrees  Avith  Avhat  we  ha\’e  said  aboA'e. 

We  may  also  illustrate  this  aucav  b}'  another 
case.  A neAvs]>aper  is  also  called  a circulating  | 
medium.  Of  Avluit  is  it  the  circulatiug  medium  ? 
Of  intelligence.  And  it  is  not  called  the  circula- 
ting medium  of  iicavs  because  it  circulates  itself,  , 
but  because  it  circulates  news,  Iu  the  indictment 
against  Joseph  Gerrald,  in  one  of  the  famous  trials 
for  sedition  ill  1794,  he  is  charged  (Howell’s  State  1 
Trials.  Vol.  XXIII.  p.  815)  Avitli  making  sedi-  | 
tious  speeches,  the  substance  of  AA-hich  aa'Os  ' 
“ published  in  a newspaper  published  at  Ediii-  ! 
burgh,  intituled  ‘ The  Edinburgh  Gazetteer,'  aud 
through  that  medium  circulated  among  the  lieges.” 
Here  Ave  have  the  exact  analogy.  What  Avas  the 
circulating  medium?  The  ueAvspapor.  Why  | 
Avas  it  called  so?  Because  it  was  the  medium  ! 
through  Avhieh  the  seditious  matter  Avas  circulated  i 
among  the  lieges.  Was  it  called  so  because  it 
circulated  itself?  Certainly  not;  because  if  it 
had  been  posted  up  ou  a Avail,  and  had  been  read 
by  jjeople  standing  still,  it  Avould  still  liaA'e  circu- 
lated the  intelligence,  Avithoiit  circulating  itself. 
Hoav  it  circulated  the  intelligence  aa'rs,  therefore, 
a matter  of  secondary  consideration,  though  it 
usually  haj)pens  that  iicAV'spapers  do  circulate 
themselves  as  Avell. 

It  is  just  the  same  with  the  circulating  medium 
of  commodities.  Hoav  it  performs  its  duty  is  a 
matter  of  secondary  consideration.  It  is  certainly 
true  that  money  and  bank  notes  circulate  them- 
selves, as  well  as  circulating  commodities,  a Bill 
of  Exchange  in  a less  degree.  But  there  arc  also 
other  forms  of  credit  besides  these,  Avhich  circu- 
late commodities  Avitliout  entering  into  general 
circulation  themselves.  Aud  these  are  book 
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credits,  or  book  debts.  What  the  amount  of  these 
may  be  is  of  course  beyond  any  one's  power  to 
say.  In  all  probability  tliey  exceed  tlie  amount 
of  bills  and  notes  in  circulation  by  many  times. 

Noav  these  book  croilits  are  manifestly  of  the 
same  nature  as  Bills  iff  Exchange,  only  they  are 
not  put  into  a form  to  circulate  themselves.  But 
it  is  clear  that  they  arise  out  of  the  transfer  of  a 
commodity,  just  as  a Bill  of  Exciiange  does,  and 
it  follows  from  the  preceding  considerations  that 
they  form  a piirt  of  the  circulatiug  medium  of  the 
country.  (Ccrhenct.) 

CIRCULATION.  In  its  early  stages  com- 
merce Avas  caiTied  ou  by  a direct  exchange  of 
articles  Avhich  Averc  reciprocally  Avauted,  and  in 
this  form  it  is  usually  called  Barter,  or  sometimes 
Exchange.  The  excessive  iucoiiAaniience  of  this 
is  too  Avcil  knoAvu  to  need  description  here.  An 
intermediate  merchandize  was  then  introduced 
called  money,  and  transactions  in  Avhich  money  is 
used  are  not  called  barter,  but  Sales. 

Aristotle  long  ago  pointed  out  tlie  true  character 
of  money.  He  says  (Aristotle)  that  when  a 
person  has  done  some  service,  aud  Avants  no  im- 
mediate return  for  it,  he  must  receive  something 
by  Avay  of  pledge  that  he  shall  receive  something 
iu  cxcliangc  at  a future  time  Avheu  he  requires  it. 
And  that  j)ledge,  Avhich  is  the  record  aud  the 
measure  of  the  service  due  to  him,  is  called 
Money, 

A transaction  in  AV'hich  any  commodity  or  ser- 
vice is  exchanged  for  money,  instead  of  an  equi- 
A'alent,  has  been  aa'cII  called  by  J.  B.  Say  (Say,  J. 
B.)  a demi-exchange.  And  the  conveniences  of 
this  method  of  conducting  commerce  so  greatly 
preponderate  over  those  of  direct  exchange,  or 
barter,  that  commerce  is  hoav  almost  entirely 
resohx‘d  into  these  demi-exchanges  or  sales. 
(Credit  ; Cvrbency). 

And  this  is  the  proper  meaning  of  the  word 
Circulation.  Barter  or  Exchange  isAvhere  Iaa'o 
services  of  any  kind  ai'e  exchanged  directly. 
Sale,  or  demi-exchange,  or  circulation,  is  Avheii 
any  service  is  exchanged  for  some  intermediate 
merchandize,  AA'hich  Avill  enable  its  OAvner  to  ob- 
tain some  service  in  exchange  for  it  at  some  future 
time. 

Hence  Ave  see  the  character  of  mone}'.  It  is 
an  instrument  of  General  Credit.  It  is  taken 
in  exchange  for  any  service  because  the  person 
Avlio  does  so  belicA'cs  he  can  obtain  something  iu 
exchange  for  it  at  a future  time,  Avhen  he  pleases. 
And  as  it  is  the  instrument,  or  medium,  by 
Avhicli  circulation  is  effected  it  has  also  been 
called  Circulating  Medium.  (Circulating 
Medium). 

Money,  aa^c  thus  see,  is  general  credit.  But 
money  is  not  the  only  circulating  medium.  The 
seller  of  a service,  instead  of  demanding  money 
for  it,  may  rest  contented  Avitli  the  simple  promise 
of  his  debtor  to  pay  him  at  a future  time.  This 
promise,  it  is  clear,  is  only  a pledge  from  the  in- 
dividual debtor,  it  is  therefore  only  particular 
credit.  But,  nevertheless,  it  is  of  the  same  nature 
a.s  money,  only  it  is  a Ioavci*  degree.  The  obliga- 
tions to  pay  may  be  recorded  on  paper,  and  may 
be  exchanged  for  .services,  aud  are  capable  of 
circulating  commodities. 

These  obligatious  to  pay  are  iu  two  forms, 
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ordera  to  pay,  and  pnmisps  to  pay,  anil  are  of 
different  sorts.  Hut  they  are  known  by  the 
jieiioral  name  of  instruments  of  Creuit.  The 
subject  of  C'ri'dit  forms  a very  subtle  branch  of 
Law  and  Political  Economy,  and  is  develo]>ed 
under  the  article  Ceeiut.  It  is  clear  from  what 
has  been  said,  that  circulation  is  effected  by  muney 
and  instruments  of  Credit  of  all  sorts,  and  there- 
fore money  and  credit  form  the  circulating  medium, 
or  currency.  (Currency.) 

The  word  circulation  is  also  used  very  impro- 
perly, to  mean  notes  issued  by  a banker.  This  is 
an  inaccuracy  of  a similar  nature  to  that  by 
which  currency  is  used  to  sij4nify  money.  It  is 
not,  howxver,  so  firmly  established  yet  in  common 
usage  as  the  latter  one. 

It  is  one  of  the  must  objectionable  terms  in  use. 
To  call  the  notes  which  circulate,  the  circula- 
tion, is  as  gross  a confusion  of  idea  as  to  call  a 
wheel  a rtdaiiinu  and,  in  fact,  involves  the  same 
error  as  to  eoufiniml  a force  with  its  effect. 

It  is  clear  from  what  has  been  stated  above, 
that  every  transfer  of  money  in  commerce  calls 
forth  something  in  exchange  for  it,  and  is  conse- 
quently an  act  of  circulation,  and  the  amount  of 
the  total  transfers  of  currency  which  take  place 
is  projierly  called  tlie  Circulation.  Hence,  a 
single  piece  of  money  may  add  considerably  to 
the  circulation,  for  every  time  it  is  transferred,  it 
is  an  addition  to  the  circulation,  though  it  is  no 
increase  of  the  currency.  The  words  currency 
and  circulation,  therefore,  clearly  mean  diffei-ent 
things;  the  one  is  the  substance  itself,  and  the 
other  is  the  amount  of  transfers  from  hand  to 
hand.  It  is  also  dear  that  the  currency  and  the 
circulation  do  not  bear  any  fixed  relation  to  one 
another  for  there  may  be  a large  amount  of  cur- 
rency in  a country,  yet  if  the  industrial  operations 
be  few,  there  will  be  a small  circulation.  On  the 
other  hand,  there  may  be  a small  amount  of  cur- 
rency, yet  if  the  people  be  active  and  industrious, 
it  will  pa.ss  frequently  from  hand  to  hand,  and 
there  w ill  be  large  circulation. 

The  distinction  then,  between  currency  and 
circulation,  is  analogous  to  that  between  a body  in 
motion,  and  its  momentum,  or  its  weight  multi- 
plied by  its  velocity,  which  is  its  effect  If  a 
body  of  100  pounds  weight  move  with  a velocity 
which  we  may  call  1,  its  momentum  will  be  100. 
Now  if  w'e  diminish  the  weight  to  50,  but  can 
double  the  velocity,  the  momentum  will  still  be 
100  the  same  as  before.  The  operation  of  the 
currency  is  precisely  analogous  to  this.  Its  use- 
ful effect  is  the  result  of  its  combined  amount  and 
rapidity  of  circulation,  which  we  call  the  Circu- 
lation. If  tw'o  transfers  of  £50  take  jilacc  in 
tlie  same  time  that  one  transfer  of  £100  takes 
place,  tlie  useful  effect,  or  circulation,  will  be  the 
same.  Thus,  let  us  suppose  that  iu  any  given 
time  A has  a transaction  with  B to  the  amount  of 
£100,  out  of  which  ])rofits  arise.  Then  if  during 
the  same  time  A liad  a transaction  ■with  H to  the 
amount  of  £50,  with  a proiiortional  profit,  and  H 
had  a transaction  with  C to  the  amount  of  £50, 
with  a similar  protit,  it  is  clear  that  the  two 
transfers  of  the  £50  in  the  same  time  as  the  one 
transfer  of  the  £100,  are  equally  advantageous  to 
the  community  at  large. 

The  effect  of  the  circulation  of  money  is  some- 
times apt  to  be  overlooked,  because  it  passes  from 
hand  to  hand  Aviihout  any  record  Ijcing  marked 


on  tlie  face  of  it  to  denote  how  many  transfers  it 
has  etlrcted.  But  when  drculatum  is  carried  on 
by  means  of  bills  of  exchange,  its  effect  is  more 
clearly  seen,  because  it  is  usual  for  every  one  Avho 
passes  away  a bill  of  exchange,  to  indorse  it. 
Thus  a record  is  preserved  of  the  number  of 
transfers  it  has  effected. 

Nov  it  is  held  in  Iuav  that  every  indorsement 
is  equivalent  to  a fresh  drawing  ; thus  every  bill 
of  exchange  includes  Avithiu  itself  iu  reality,  its 
many  bills  as  tliere  are  indorsements,  and  this 
is  just  -what  we  have  explained  to  mean  Circu- 
lation. The  total  useful  effect  of  the  bill  of 
exchange  in  commerce,  therefore,  is  estimated  by 
the  amount  of  the  bill  multiplied  by  the  number 
of  indorsements  on  it.  And  it  is  clear  that  a bill 
of  exchange  of  £100,  Avith  twenty  indorsements 
on  it,  has  iu  reality  done  a duty  eiiuivaleut  to 
tAventy  bills  for  £100,  Avith  only  one  indorsement. 
Becaii'ie  each  of  the  twenty  persons  through 
Avhose  hands  the  bill  passed  might  have  given  a 
ncAv  bill  instead  of  passing  on  the  old  one.  For- 
merly the  Avhole  circulation  of  Lancashire  Avas 
carried  on  by  means  of  bills  of  exchange,  Avhich 
had  sometimes  as  many  as  150  indorsements  on 
them  before  they  Avere  paid.  It  is  clear  that 
tliese  bills  had  produced  the  same  effect  in  com- 
merce as  150  separate  bills  to  the  same  amount. 
Henco  the  momautum  or  useful  effect  of  one  bill 
AAiiicb  passes  through  150  transfers  is  equivalent 
to  that  of  150  bills  of  similai*  amount  AAdiich  pass 
through  only  one  transfer. 

Now  it  is  clear  that  the  very  same  arguments 
apply  to  money,  and  that  its  useful  effect,  or 
momentum,  or  circulation,  is  measured  by  its 
amount  multiplied  into  the  number  of  its  transfers. 
Just  as  the  useful  effect  of  a merchant  vessel  is 
measured  by  the  amount  of  goods  she  carries, 
mnlti]died  into  the  number  of  voyages  she  makes. 
One  vessel  which  makes  ten  voyages  produces 
the  same  effect  as  ten  A'essels  Avhicli  make  one 
voyage. 

Tluise  considerations  give  a simple  explanation 
of  the  apparent  paradox  avc  mentioned  under 
Capital,  § 100,  that  every  mmCs  income  is  paid  out 
of  the  income  of  some  one  else. 

Let  us  suppose  that  A has  a sum  of  money  ami 
wants  something  in  the  way  of  B’s  business.  He 
deals  Avith  him,  and  pays  him  money.  Part  of 
the  1 trice  goes  to  replace  B’s  capital,  and  part 
to  form  his  income.  B then  having  thus  made 
an  income  from  his  dealing  Avith  A,  Avants  some- 
thing from  C,  and  pays  him  for  it.  That  payment 
goes  partly  to  replace  C's  capital,  and  partly  to 
form  ins  income.  C thus  having  made  au  income 
by  dialing  with  B,  Avaiits  something  from  D,  and 
pays  him  for  it ; that  payment  goes  partly  to  re- 
j)lacc  D’s  capital  and  partly  to  form  an  iiicome. 
D in  a similar  Avay  deals  Avith  E,  and  E Avith  F, 
and  1'^  w ith  G,  and  so  on,  till  Ave  come  to  Z.  Then 
Z wants  something  from  A,  and  deals  Avith  him, 
ami  thus  the  money  comes  back  again  A,  and 
is  ri  ady  to  perform  a similar  circuit  in  endless 
succfssion ; and  it  is  this  successive  transit  of 
moury  through  the  various  hands  that  gives  them 
their  income.  Thus  the  proposition  is  manifest. 

This  explains  Iioav  the  incomes  of  the  people 
of  this  country  ai-e  paid  by  comparatively  a small 
sum  of  money.  The  incomes  of  the  peojile  are 
siq  iposed,  not  to  be  less  than  1 ,000  millions,  and  yet 
there  are  not  supposed  to  be  more  than  60  or  70 
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millions  of  specie  iu  the  country,  if  so  much. 
IIoAv  then  can  1000  millions  of  income  be  paid 
with  70  millions  of  specie  ? Simply  by  the  circu- 
lation or  transit  of  the  specie  from  one  person  to 
another.  The  very  same  pieces  of  money  become 
income  to  a hundred  persons  in  succession  by  the 
act  of  circulation.  A piece  of  money  that  passes 
through  one  hundred  hands  in  commerce  calls 
forth  a separate  article  of  value  on  each  transfer, 
and  thus  calls  forth  100  times  its  oavu  A\alue;  and 
it  is  out  of  these  successive  creations  of  value  that 
income  arises. 

Hence  the  apparent  paradox  A^anishes,  and  it 
appears  that  £1  may  call  forth  £100  of  protit  in 
the  community  by  a sufficient  rapidity  of  circu- 
latiou,  and  each  of  these  profits  may  be  taxed. 
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St.John’s  College,  Cambridge,  Avhere  he  gained 
the  first  prize  for  a Latin  dissertation  proiiosed 
to  the  middle  bachelors.  The  next  year,  in  1785, 
the  subject  offeicd  as  a prize  for  senior  bachelors 
Avas,  Anne  liceat  invitos  in  servitutern  dare^ 
Clarkson  gained  this  prize  also,  and  he  Avas  so 
horrified  and  excited  at  the  atrocities  he  read  of 
as  being  perpetrated,  that  he  resolved  to  devote 
himself  for  life  to  the  abolition  of  the  Sla\'e  Trade. 
Seldom  has  an  idea  conceived  by  so  humble  aii 
iudividual  been  followed  out  wdth  such  perse- 


j A^ering  ardour,  and  crowmed  Avith  such  glorious 
success.  Having  become  acquainted  with 
Wilberforce,  he  made  the  first  motion  in  the 
House  of  Commons  in  1787,  and  after  20  years 
of  agitation,  their  efforts  were  rewarded  iii  'lS07 
by  the  prohibition  of  the  »SIave  Trade.  After  26 
years  more,  the  further  triumph  w'as  obtained  of 
the  total  abolition  of  Slavery  in  the  British  do- 
minions. Clarkson  had  the  happiness  of  living 
to  sec  this  glorious  consummation  of  his  labors. 

I He  died  26tli  September,  1846,  Probably  there 
is  no  other  instance  of  a UniA'ersity  prize  essay 
having  led  to  such  benefits  to  humanity. 

An  essay  on  the  .slavery  awl  commerce  of  the 
human  species.  London,  1788. 

The  history  of  the  rise,  progress,  and  accomplish- 
ment  of  the  abolition  of  the  Slave  Trade,  Loudon, 
1808. 

CLARKSON,  WILLIAM. 

An  enquiry  into  the  causes  of  the  increase  of 
Pauperism  and  Poor  rates,  London,  1815. 

CLAVIERE,  ETIENNE,  was  born  at  Geneva, 
27th  January,  1734,  Avhere  he  became  a banker. 
In  1791  he  was  elected  to  the  Assembly,  and  Avas 
for  a short  time  minister  of  finance.  He  belonged 
to  the  Giroiidin  pai'ty,  and  was  involved  in  their 
fiite.  To  aA^oid  execution  he  destroyed  himself 
8th  December,  1793. 

Opinions  (Tun  creancier  de  THat,  sur  quelques 
matieres  de  finances  importa)des  dans  le  moment 
actuel.  Londres,  1789. 

Lettres  ecrites  d M.  Cerutti  sur  les  prochains 
arrangemens  de  finance,  Trois  publications. 
Paris,  1790. 

Observations  sommaires  sur  le  profit  dune 
ref  ante  ghierale  des  monnaies,  Paris,  1790. 

Reponse  de  M,  C.  d 31  * * depute  u rAssemblee 
Nationale,  concernant  les  Assignats,  Paris,  1790. 

A PAssemblee  Nationale  sur  les  finances.  Pains, 
1791. 

PUition  faite  d FAssembUe  Nationale  sur  le 
rembursement  des  creances  puhliques  non  veri- 
f ees,  et  sur  le  paiement  des  domains  nationaux  on 
assignats  et  especes  effectives  de  5me  Novembre, 
1791.  Paris,  1791. 

Reflexions  sur  les  formes  et  les  principes  aux 
quels  une  nation  lihre  doit assufiier  F administration 
des  finances.  Paris,  1791. 

Adre.'ise  de  la  SociHe  des  Amis  des  Noirs  d 
F Assemblee  Nationale.  Paris,  1791. 

De  la  conjuration  centre  les  finances,  et  des 
mesures  pour  en  arreier  les  effets.  Paris,  1792. 

Du  wimeraire  vietallique ; on  de  la  nh'essite  dune 
prompte  ref  ante  des  monw^yes,  Paris,  1 792. 

Memoire  lu  d la  Convention  Natiomde  le  Hme 
Octohre,  1792. 

Riponse  d la  lettre  de  3f.  31ontesqniou  .sur  une 
ecrit  intitule,  De  la  conjut'ation  contre  les  fiiuinces. 
Palis,  1792. 

CLAY,  JOHN,  of  Oxford. 

A free  trade  essential  to  the  welfare  of  Great 
Britain,  or  an  inmtiry  into  the  cause  of  the  present 
distressed  state  of  the  country.  London,  1819. 

CLAY,  WILLIAM,  SIR,  Banmet. 

Remarks  on  the  expediency  of  re.stricting  the 
issue  of  Promis.sory  Notes  to  a single  issuing  body. 
Loudon,  1844. 
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CLAYTON,  DAVID. 

A s/iftrl  systnn  of  trnde^  or  on  aceonnt  of  what 
in  trade  must  vecessarily  he  advantageous  to  the 
•nation^  and  what  must  of  consequence  be  dcirimentaL 
London,  1719. 

CLAYTON,  JOHN,  Solicitor. 

Observations  on  the  jurtposed  decimal  coinage. 
London,  1856. 

CLEARING  HOUSE.  Boisfruillebert,  in  his 

Hisscrtation  snr  la  nature  des  richesses^  a work 
which  well  deserves  attention  fi-oin  its  being  one 
of  the  ablest  of  the  early  treatises  against  the  mer- 
cantile theory,  mentions  the  fair  at  Lyons,  where 
it  was  customary  for  the  merchants  to  balance 
their  debts  without  the  payment  of  money.  This 
custom,  w'c  believe,  began  in  the  16th  century. 
There  was  a great  annual  fair  at  Lyons,  and  the 
French  merchants,  instead  of  making  their  bills 
payable  every  three  months  or  so,  by  which  tliey 
would  have  had  to  keep  a stock  of  bullion  ready 
to  meet  them  and  unem2)loyed,  made  them  pay- 
able only  at  the  fair  of  Lyons.  The  bills  circu- 
lated throughout  the  country,  and  got,  perhaps, 
covered  with  indorsements.  At  a certain  period 
during  the  fair,  the  merchants  met  for  a general 
settlement  and  adjustment  of  accounts,  and  Bois- 
guillebert  says  tliat  hy  this  means  transactions 
to  the  amount  of  80,000,000  were  settled  without 
the  use  of  a sou  in  money. 

The  Clearing  House  of  London  is  instituted  to 
perform  the  same  service  to  bankers  as  this  cus- 
tom of  the  mercliauts  at  Lyons. 

The  first  plan  of  the  kind  in  this  country  was 
carried  out  at  Edinburgh.  For  a considerable 
period  there,  the  rival  banks  used  to  do  all  they 
could  to  injure  each  other.  It  was  no  uncommon 
thing  for  them  to  collect  a large  quantity  of  each 
other's  notes  and  suddenly  present  them  for  pay- 
ment, in  the  hope  of  ruining  their  rivals.  At  last, 
liowever,  they  became  sensible  that  this  undigni- 
fied conduct  was  mutually  injurious,  and  they 
agreed  that  they  should  meet  twice  a week,  and 
adjust  their  resjiective  claims,  and  that  they  should 
make  no  demand  fur  money  on  each  other,  ex- 
cept at  these  times.  In  1775  the  London  bankers 
established  a similar  daily  custom  among  them- 
selves. 

AVe  may  explain  the  advantages  and  the  opera- 
tion of  the  Clearing  House  in  somewhat  greater 
detail  to  our  readers. 

Every  London  banker  has  every  morning 
claims  against  all,  or  at  least,  most,  of  his  neigh- 
bours, and  of  course  he  has  to  meet  claims  from 
them.  It  used  to  be  the  custom  for  every  banker, 
the  first  thing  in  the  morning,  to  send  out  a num- 
ber of  clerks  to  collect  the  debts  which  were  due 
to  him  from  his  neighbours,  who,  of  course,  were 
obliged  to  keep  cash  or  notes  to  meet  them.  He, 
in  a similar  way,  was  obliged  to  keep  a large 
amount  of  cash  or  notes  to  meet  his  neigliboiirs’ 
claims  against  him.  The  consctpience  of  this  was 
very  manifest — a very  useless  necessity  for  a very 
large  (piautity  of  money.  To  show  how  this  was, 
let  us  take  an  exam]>Ie.  Of  course  as  the  clerks 
collected  debts  due  from  many  bankers,  it  would 
be  im]tossible  to  tell  whether  the  claims  of  any 
two  were  equal  until  the  accounts  were  brought 
in.  But  suppose,  for  example,  that  banker  A 
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had  a ( laim  against  banker  B for  £10,000;  and 
banker  B liad  a claim  against  banker  A for  an 
exactly  equal  amount.  Now  by  the  method  of 
collecting  just  detailed,  A’s  clerk  would  go 
and  get  £10,000  from  B,  and  B*s  clerk  would 
go  and  get  £10,000  from  A,  consequently  there 
would  be  nothing  but  a i)aymeut  and  recejjiion  of 
£10,000  on  each  side.  Consequently  to  adjust 
their  ( laims  £20,000  in  money  would  be  re- 
quired. 

The  least  observation  would  show  that  it  would 
be  a much  more  sensible  thing  for  them  to  ascer- 
tain their  mutual  claims  against  each  other,  before 
tliey  began  to  pay.  It  is  clear  that  in  the  case 
supposed  above,  if  they  met  and  found  their 
mutual  claims  equal,  there  would  be  no  use  for 
any  money  at  all,  and  the  £20,000  so  uselessly 
kept  for  the  juirpose  of  being  marched  backwards 
and  forwards  between  their  offices,  might  be  pro- 
fitably employed  in  trade,  and  become  a bo7id  fide 
augmentation  of  capital. 

If  tlieir  claims  were  not  mutually  equal,  of 
course  they  might  be  set  off  against  each  other, 
and  only  the  balance  paid  in  cash. 

The  Clearing  House  as  originally  instituted  was 
for  this  purpose.  The  clerks,  instead  of  going 
round  to  the  different  bankers,  met  together  in  a 
room  and  set  oft’  their  different  claims  against 
each  other,  and  the  balance  w'as  paid  accordiug 
as  it  happened  to  be  due.  It  is  stated  in  the  Bul- 
lion Report  that  iu  1810,  there  were  46  bankers 
who  cleared,  and  that  the  average  amount  of 
drafts,  passed  through  the  clearing  liouse  every 
day,  was  about  £4,700,000,  and  that  all  the 
balances  on  this  account  were  settled  by  £220,000 
in  Bank  Notes. 

This  institution  was  confined  to  tlie  private 
bankers.  The  Bank  of  England  was  not  admitted 
to  it,  and  is  not  to  the  present  day.  For  twenty 
yeai*s  after  the  foundation  of  Joint  Stock  Banks, 
they  ere  jealously  excluded  from  it,  until  in  1854, 
the  intolerable  inctnivenience  caused  to  them  by 
the  large  amount  of  notes  they  liad  to  keep  idle 
to  meet  the  “charges,**  as  bankers*  claims  are 
called,  set  a question  afloat  of  organizing  a cleai’- 
ing  house  among  themselves.  The  private  bankers 
then  agreed  to  admit  them  into  the  Clearing 
House. 

At  the  same  time  the  method  of  doing  business 
was  rt'orgauized  and  improved.  The  different 
bankers  no  longer  settle  their  differences  inter  se 
with  cash,  and  by  the  present  mode  no  money  or 
notes  at  all  are  used. 

Tlie  present  method  of  conducting  business  is 
as  foll«)ws  : — 

Each  clearing  bank  opens  an  account  with  the 
Bank  (if  England,  and  an  officer  lias  been  appointed, 
called  the  Inspector  of  the  Clearing  House,  who 
also  has  an  account  with  the  Bank  of  England. 

The  bills  and  cheques  which  each  banker  holds 
on  the  otlier  clearing  banks  are  sorted  in  separate 
parcels,  and  at  10.30  a clerk  from  each  bank  ar- 
rives at  the  Clearing  House.  He  delivers  to  each 
of  the  other  clerks  the  claims  he  lias  against  his 
house,  and  receives  from  each  the  obligations  due 
frtnn  his  own.  AVhen  these  obligations  are  inter- 
changed, each  clerk  returns  to  his  own  bank. 
The  same  process  is  repeated  at  2.30.  Each  bank 
has  till  4.45  to  decide  whether  it  Avill  honor  the 
drafts  upon  it ; if  it  docs  not  1‘eturu  any  drafts 
upon  it  before  that  hour,  it  is  held  to  have  made 
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itself  liable  on  them  to  the  Clearing  House.  At 
4.45  the  business  doses,  and  the  accounts  are 
made  up. 

Printed  lists  of  the  clearing  banks  are  made  out 
for  each  bank  with  its  own  name  at  the  head,  with 
the  word  “debtor**  on  one  side  and  “ creditor  *’ 
on  the  other.  The  clerk  of  the  Clearing  House 
then  makes  up  the  accounts  between  the  banks, 
and  the  difference  only  is  entered  in  the  balance 
sheet  according  as  it  is  debtor  or  creditor  to  each 
bank  in  succession.  A balance  is  then  struck 
betweeu  the  debtor  and  tho  creditor  columns, 


exhibiting  tlie  sum  due  from,  or  owing  to,  the  bank 
on  the  wlnde  of  its  transactions,  and  the  paper 
is  delivered  to  the  clerk,  who  takes  it  back  to 
his  own  bank. 

The  balance  is  not  then  paid  to,  or  received 
from,  the  other  banks  as  formerly,  but  it  is  settleil 
with  the  Inspector  of  the  Clearing  House,  by 
means  of  a species  of  cheque  appropriated  to  the 
purpose,  called  transfer  tickets. 

These  transfer  tickets  are  of  two  colours, 
white  and  green.  If  the  bank  is  debtor  on  the 
balance,  it  gives  a 


AYHITE  TICKET. 

SETTLEMENT  AT  THE  CLEARING  SETTLE:HENT  AT  THE  CLEARING 
HOUSE.  B HOUSE. 


London., 


BAXK  or  ENGLAND, 


To  the  Cashier  of  tho  Bank  of  England. 


sum  of 


Be  pleased  to  transfer  from  our  account  the  ^ 


A TRANSFER  for  the  sum  of 

has  this  eccuin^  been  made  at  the 


hank  from  the  account  o f Messrs. 


and  place  it  to  the  credit  of  the  account,  of  the  [7|  ihe  account  tf  the  Clearing  Bankers, 
Clearing  Bankers,  and  allow  it  to  be  drawn  for  hy  [i  j of  England, 

of  thon  (with  the  knowledge  of  cither  of  the  ^ £ 

Inspectors,  signified  by  his  countersignmg  the  

drafts.)  Ill  This  Certificate  has  been  seen  by  me, 


Insjfccior. 


If  the  bank  is  creditor  on  the  balance  it  gives  a 
GREEN  TICKET. 

SETTLEMENT  AT  THE  CLEARING  SETTLEMENT  AT  THE  CLEARING 
HOUSE.  f:i  HOUSE. 


LoJidofi, 

To  the  Cashier  of  the  Bank  of  England. 


BANK  OF  ENGLAND, 


Be  pleased  to  credit  our  account  the  sum  of  ^ account  of  Messrs, 

* ^ Ihts  evening  been  credited  with  the  sum  of 


out  of  the  money  at  the  credit  of  the  account  of  the 


Clearing  Bankei'S, 


Seen  by  me, 

Inspector  at  the  Cleai'lng  House, 

By  this  admirable  system  there  is  not  a single 
bank  note  reipiircd  for  the  settlement  of  maiiy 
millions  of  money  every  day. 

The  two  methods  which  London  bankers  have 
of  settling  their  mutual  claims  which  we  have 
described — by  collecting  tlieciiarges  in  the  morn- 
ing, and  by  tlie  Clearing  House,  suggest  several 
important  reflections  upon  the  circulating  medium, 
the  Bank  Act  of  1844,  and  price.s.  That  Act 
fixed  £14,000,000  as  the  limit  below  wliich  the 
re(iuireiiients  of  business  would  probably  not 
permit  the  internal  circulation  to  fall.  But  that 
amount  w;is  fixed  with  reference  to  a particular 
method  of  doing  business.  If  all  the  London 
bankers  were  admitted  into  the  Clearing  House, 
there  would  be  a vast  amount  of  bunk  notes  dis- 
eiigaged  friuii  business,  and  they  would  either 
disappeai*  from  circulation  altogether,  or  they 


? out  of  the  money  at  the  credit  of  the  account  of  the 


iJ  Clearing  Banket's, 


For  the  Bank  of  England, 


might  be  employed  as  fresh  capital  in  discounts. 
On  the  other  hand,  supposing  the  Clearing  House 
dissolved,  and  the  clearing  banks  to  revert  to  tho 
barbarous  method  of  settling  tlieir  mutual  claims 
practised  by  the  non-clearing  banks,  many  mil- 
lions of  bank  notes  would  be  retiuired  for  no  otlier 
purpose  but  to  settle  their  mutual  claims.  How 
many  millions  would  be  necessary  m'c  cannot  say. 
^lany  years  ago  it  was  stated  iu  evidence  before 
the  "House  of  Commons,  that  the  Lomhui  and 
AVestminster  Bank  was  obliged  to  keep  £150,000 
iu  notes,  idle  fur  this  very  purpose;  considering 
that  there  were  then  upwards  of  60  banks  iu 
London,  even  supposing  that  they  were  on  an 
average  obliged  to  keep  half  that  sum  idle,  that 
would  make  a ditterence  of  £4,000,000,  required 
according  to  the  different  metliods  of  doing  busi- 
ness. And  this  quantity  of  notes  would  have  no 
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CLIBBON. 


COBDEN, 


effect  on  prices  or  business.  Ccmsequently  we 
observe  that  the  quantity  of  bank  notes  in  circu- 
lation is  no  absolute  guide  to  the  magnitude  of 
transactions  canded  on,  nor  to  prices. 

At  the  beginning  of  1860,  a Clearing  House  was 
instituted  for  country  bankers. 

CLEIB.AC,  ESTIENNE,  an  advocate  of  Bor- 
deaux, in  the  17th  century,  published  a work  in 
which  details  ai'e  given  of  the  Bank  of  Venice, 
which  we  have  not  been  able  to  see. 

CLELAND,  JAMES,  LL.D. 

Enumeration  of  the  inhahitanU  of  the  Cit)j  of 
GlasgoiVy  and  County  of  Lanark^  for  the  govern- 
ment census  o/ 1 83 1 . Glasgow,  1 83*2. 

The  rise  and  progress  of  the  City  of  Glasgou\ 
Glasgow,  1820. 

CLEMENCEAUX,  BENJAMIN. 

Propositions  ghierales  sur  les  propriHh  et 
T usage  de  Veau,  Paris,  1 804. 

CLEMENT,  AMBROISE,  born  at  Pai’is,  21st 
March,  1805.  Secretary  to  the  mairie  of  St. 
Etienne. 

Recherches  sur  les  causes  de  t indigence.  Paris, 
1846. 

Dcs  nouvelles  idees  de  reforme  industrielle^  et  en 
particulier^  du  projet  d organisation  du  travail  de 
M.  Louis  Blanc.  Paris,  1848. 

CLEMENT,  PIERRE,  born  at  Draguignan, 
the  2nd  June,  1809,  An  oflicial  in  the  depart- 
ment of  finances. 

Histoire  de  la  vie  et  de  V administration  de 
Colbert  Paris,  1 846. 

This  work  was  crownedby  the  French  Academy 
ill  1848.  Le  gouvernement  de  Louis  A/F,  o\i  la 
coin's^  V administration.,  les  finances.^  et  le  commerce 
de  1683  a 1689.  Paris,  1848. 

Jacques  C(Eur  et  Charles  VI f on  la  France  an 
XVme  siecle,  Paris,  1852. 

Hidoire  du  systeme  protecteur  en  France  depuis 
le  ministcre  de  Colbert  jusqiC  d la  revolution  de 
1848,  Paris,  1853. 

Etudes  Jinancieres  et  d economic  sociale.  Paris, 
1855. 

CLEMENT  DE  BOISSY,  A.  ALEXANDRE. 

Suppression  de  lamendidte.  Paris,  1790. 

CLEMENTE,  AERICO. 

Tratiato  dell  agricoltura.  Yenctia*,  1572. 

CLEMENTS,  V iscount. 

The  present  poverty  of  Ireland  convertible  into 
the  means  of  her  improvement  under  a well  ad- 
ministered Poor  Law. 

CLERMONT  TONNERRE,  STANISLAUS 
DE,  Count. 

Opinion  sur  la  propriUe  des  biens  du  clerge. 
Paris,  1801. 

CLIBBON,  EDWARD. 

American  prosperity.,  an  outline  of  the  American 
debt.,  or  banking  system,  Loiulon,  1 837.  ■ 


CLINTON,  HENRY,  Colonel. 

The  best  pos,sible  government  at  the  least  possible 
cost.,  impossible  until  commerce  is  regulated.  Lou- 
don, 1857. 

CLISSOLD,  HENRY. 

Prospectus  of  a central  national  institution  of 
home  colonies,  designed  to  instruct  and  employ  iin- 
occupied  poor  on  waste  lands  in  spade  husbandry. 
London,  1830. 

CLODIUS,  CHRISTIANUS  CONRADUS. 

De  iiummorum  Ebraicorum  inscriptionibus  Sa- 
maritanis.  Ilelmstadii,  1712. 

CLUGNY  de  NUIS,  J.  E.  BERNARD. 

Compte  rendu  pour  lannee,  1776. 

COAD,  JOSEPH 

A new  plan  of  taxation.  London,  1 807. 

COBBET,  WILLIAM.  This  remarkable  man 
was  born  in  JMarch,  1762,  the  sou  of  a fanner,  at 
F arnh.im,  in  Surrey.  He  is  not  of  sufficient  im- 
portance in  an  economical  point  of  view  for  us  to 
give  details  of  his  strange  career,  but  we  may 
mention  that  in  his  Political  Register,  he  constant- 
ly and  strenuously  maintained  the  depreciation  of 
the  Bank  Notes  from  the  year  1803,  during  seven 
years  before  the  appointment  of  the  Bullion  Com- 
mittee, and  six  years  before  Ricardo  sounded  the 
alarm  in  the  pamphlet  which  brought  him  into 
public  notice.  This,  among  other  things,  made 
liim  an  object  of  hostility  to  a certain  party.  He 
also  claims  to  have  exposed  the  fallacy  of  the 
sinking  fund,  which  was  supposed  to  have  worked 
such  marvels,  considerably  befure  Dr.  Hamilton, 
who  has  usually  the  credit  of  it.  Cobbett  died  on 
the  18th  June,  1835. 

Paper  against  Gold;  or  the  history  and  mystery 
of  the  Bank  of  England,  of  the  Debt,  of  the 
Stocks,  of  the  Sinking  Fund,  and  of  all  the  other 
tricks  and  contrivances  carried  on  by  the  means  of 
Paper  Money.  London,  1828. 

This  is  the  reprint  of  a scries  of  twenty-nine 
letters  Cobbet  addressed  to  the  public,  from  the 
30th  August,  1810,  to  the  2nd  August,  1811,  on 
the  subject  of  the  depreciation  of  the  Bank  Note, 
just  alter  the  presentation  of  the  Bullion  Report. 
Tliough  rather  tedious  and  wordy,  owing  probably 
to  their  being  in  the  form  of  letters  published  at 
intervals,  they  show  a very  thorough  mastery  of 
the  subject,  except  on  one  or  two  points,  and 
exliibit  all  the  author's  power  of  pungent  reason- 
ing and  sarcasm.  They  contain  much  interest- 
ing and  authentic  information  of  the  state  of 
things  then  existing,  and  should  be  read  by  all 
wishing  to  form  a judgment  of  that  period. 

Cobbet' s legacy  to  laborers ; or  what  is  the  right 
which  the  Lords,  Baronets,  and  Squires  have  to  the 
laud  of  England.  Loudon,  1834. 

COBDEN,  RICHARD.  The  specious  plausi- 
bilities of  protection  to  native  industry  became 
general  throughout  Europe  in  the  beginning  of 
tlie  17  th  century,  and  Mxre  formally  inaugurated 
by  Hrnry  IV.  of  France,  and  the  Great  Sully* 
(SfLiY.)  They  received  a still  stronger  organ- 
isation from  the  genius  of  Colbert  (Colbjkrt),  and 
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became  the  accepted  faith  of  statesmen  and  go- 
vernments. Nevertheless,  at  the  close  of  the 
century  a few  sagacious  writers  began  to  proclaim 
their  fallacy.  From  the  beginning  of  the  18th 
ciMitury  we  find  a continuous  stream  of  authors, 
essayists,  and  poets,  who  b(*gan  to  descry  afar  off 
the  advent  of  universal  Free  Trade.  As  the 
century  rolled  on  a general  reaction  against  the 
ditctruies  of  Protection  commenced  in  the  minds 
of  the  most  sagacious  philosophers  of  France, 
Italy,  Spain,  and  Englaiul,  ami  the  age  gave 
manifest  signs  of  the  birth  of  a new  science. 
Among  an  increasing  crowd  of  illustrious  writ- 
ings in  western  Eun»pe,  the  most  illustrious  effort 
was  the  Wealth  of  Nations.  The  first  school  of 
economists  died  out  in  France,  but  it  rccaught 
the  flame  from  Adam  Smith,  and  J.  B.  Say  was 
the  worthy  founder  of  a second  school  of  thought 
in  that  country. 

Notwithstanding  these  brilliant  efforts,  the 
minds  of  legislators  seemed  to  be  impervious  to 
the  dawning  light,  as  they  usually  are.  After 
1815,  economical  darkness  seemed  deeper  than 
ever.  But  at  last,  in  1820,  Avhcu  the  system  of 
Protection  seemed  to  be  strained  to  its  utmost  in 
this  country,  it  began  to  break  up,  and  from  that 
time  a continual  progress  in  the  direction  of  Free 
Trade  may  be  dated.  (IlrsKissox.) 

Nevertheless,  the  gi*eat  stronghold  of  Protec- 
tion in  England,  the  Com  Laws,  seemed  umussail- 
able;  for  though  changes  might  be  made  iu  them, 
tile  idea  that  they  could  ever  be  got  rid  of  en- 
tirely seemed  to  be  the  dream  of  a visionary.  It 
is  true  that  a gallant  baud  kept  up  the  apparently 
hopeless  contest  iii  Parliament,  but  with  no  in- 
creasing success.  It  long  seemed  that  the  most 
beneficent  truths  ever  discovered  by  men,  might 
amuse  philosophers,  essayists,  and  poets  iu  their 
closets,  but  they  might  fret  in  vain  against  the 
stolid  resistance  of  prejudice  and  interest. 

The  great  cu})tain  who,  without  jirobably  dis- 
covering any  positively  new  trutli  himself,  by  a 
fortunate  conjunction  of  circumstances,  and  a 
happy  genius  eminently  suited  to  the  times,  led  the 
array  of  economists  to  that  renowned  victory  of 
j)cace,  which  gave  practical  effect  to  the  disco- 
veries of  science,  and  produced  a beneficent  re- 
volution in  legislation,  which  is  destined  to  be 
felt  with  ever-widening  blessings  to  the  remotest 
ages,  was  Riciiaro  Cobden. 

Mr.  Cobden  was  boni  iu  1804,  at  Diinford,  near 
Midhurst,  a small  pniperty  whieli  belonged  to 
bis  father,  whu  was  of  tlie  class  of  small  proprie- 
tors, or  yeomen  fanners,  wliowerc  formerly  m*u*e 
common  than  at  present.  His  father  dying  when 
bis  son  was  j ouiig,  be  was  left  to  the  caj*e  of  an 
uncle  who  was  in  business  in  London.  He  then 
entered  a calico  ludnting  firm  in  Stockport  as  a 
partner,  and  travelled  occasionally  on  the  conti- 
nent in  connection  with  its  business.  In  1834  he 
visited  Egypt,  Greece,  and  Turkey.  In  1835  the 
editor  of  the  Manchester  Times  received  a series 
of  anonymous  letters  shewing  very  remarkable 
ability.  For  long  he  endeavoured  to  discover 
their  author,  but  without  success.  However,  he 
evidently  saw  that  they  came  from  some  one  who 
was  then  probably  unknown,  but  was  destined  to 
make  a great  figure  in  the  world.  About  the  same 
time  a copy  of  a pamphlet  just  then  published, 
entitled  England,  Irelnud,(ind.  America,  was  put 
into  his  hands  by  a friend,  with  the  words  “from 
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the  author,”  on  it.  He  immediately  saw  that  the 
handwriting  on  the  pamphlet  was  tlie  same  as 
that  of  his  unknown  correspondmt.  The  author- 
ship of  the  letters  wa.s  then  plain,  it  was  Mr. 
Cobden,  wlio  was  only  known  as  a successful 
calico  printer,  whose  gwls  were  tlieu  bogiimiug 
to  compete  with  the  best  London  ones. 

The  subject  of  the  Coru  Laws  had  been  stirred 
a few  times  iu  the  Manchester  Chanil>er  of  Com- 
merce ami  in  the  House  of  Commons  since  the 
Reform  Act,  but  the  general  abundance  iu  1833- 
34-35,  in  which  the  agriculturists  sutiered  much, 
diverted  the  attention  of  Ihc  general  public  from 
them.  The  great  majority  of  mankind  feeling  no 
present  inconvenience,  were  unwilling  to  consider 
the  matter,  .seeing  that  nothing  was  to  be  gained. 
A few  only,  among  Mhoni  was  Mr.  Cobden, 
thought  that  a good  opportunity  to  take  measures 
as  far  as  possible  to  render  that  prosperity  per- 
manent. 

The  cycle  of  plentiful  years  ended  with  1836, 
and  in  the  autumn  of  tliat  year  the  price  of  corn 
began  to  rise.  An  Anti-Corn  Law  Association 
was  formed  in  London,  but  it  ilid  not  efiect  any- 
thing. In  1837  Mr.  Clay  moved  the  adoption  of 
a 10s.  fixed  duty,  instead  of  a sliding  .scale,  but 
it  was  rejected  by  a majority  of  223  to  89. 

During  the  winter  of  1837-8  the  distress  of  the 
working  classes  increased  considerably  in  conse- 
(pience  of  the  inferior  harvest.  On  the  15th 
March,  1838,  Mr.  Villiers  moved  for  a committee 
of  the  whole  house  to  consider  the  Act,  9,  Geo.  IV. 
c.  60,  relating  to  the  imitortatiou  of  corn  ; Sir 
William  Molesworth  seconded  the  motion,  iu  an 
able  speech,  but  it  was  rejecteil  by  300  to  95. 

In  the  summer  of  1838  the  prospects  of  the 
harvest  became  serious,  and  increased  attention 
began  to  be  directed  to  the  Corn  Laws.  Lectures 
began  to  be  delivered  against  them.  The  first 
that  lighted  sncIi  a candle  as  has  never  been  put 
out,  deserve  especial  mention.  They  were  Mr. 
Faulton  and  Dr.  Bowriug,  who  lectured  to 
crowdeil  audiences  iu  July  and  August,  lu  the 
month  of  September  seven  men  were  conversing 
on  the  subject,  Avheii  one  of  them,  Mr.  James 
Howie,  propi.ised  the  formation  of  an  Aiiti-Coru 
Law  Association  iu  Manchester.  Their  names 
were,  Edward  Baxter,  AV.  A.  Cunningham, 
Andrew  Dalziel,  James  Howie,  James  Leslie, 
Archibald  Prentice,  and  Philip  Thompson.  The 
idea  was  immediately  approved  of  and  adopted ; 
in  twelve  da>*s  100  members  joined,  lu  the 
middle  of  Octiffior  a jirovisional  committee  was 
announced,  containing  thirty-eight  names,  among 
whom  was  Bright,  lu  the  next  week  thirty  - 
one  new  members  were  added,  among  whom  was 
Mr.  Cobden.  Lectures  were  iustituted,  and  at- 
tended by  crowded  and  enthusiastic  audiences. 
In  December,  the  Manchester  Chamber  of  Com- 
merce adopted  a petition  to  the  House  of  Com- 
mons, urging  them  to  cany  out  to  the  fullest 
extent,  bi»th  as  affects  agriculture  and  manufac- 
tures, the  true  ami  jicaceful  priuciidcs  of  Free 
2'rade. 

In  January,  1839,  meetings  to  support  the 
movemeut  were  held  in  several  of  the  principal 
towns,  and  petitions  were  prepared  imd  nume- 
rously signed.  The  association  assumed  the 
name  of  the  “ ^lanchester  Anti-Corii-Law  Asso- 
ciation,” and  its  objects  were,  to  attain  by  all 
legal  and  peaceable  means  the  total  and  imme- 
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diate  repeal  of  the  Corn  and  Trovision  Laws,  j 
Mr.  J.  H.  Sniith  was  president,  and  a council  of 
not  less  than  100  was  formed,  of  whom  ilr.  Cobden 
was  one.  An  executive  committee  of  twelve  was  ' 
ajkpointed,  of  whom  ]\Ir.  Cobden  was  also  one. 

1 n February  a meotiii;,"  of  delegates  from  all  parts 
of  the  country  was  held  in  Palace  Yard.  Mr.  . 
Villiers  was  elected  their  Parliamentary  leader, 
and  it  was  decided  at  once  to  place  a notice  on 
the  books  of  the  House.  On  tiie  18th,  Mr.  Vil- 
liers,  after  presenting  a number  of  petitions, 
moved  lliat  the  Com  Laws  be  referred  to  a Com- 
mittee ot  the  whole  House.  It  was  seconded  by  | 
:Mr.  Strutt,  but  rejected  by  a majurify  of  361  to  ' 
172.  This  repulse  only  stimulated  the  delegates  ' 
to  more  determined  efforts.  I 

On  the  12th  of  March,  Mr.  Villiers  moved 
that  the  House  resolve  itself  into  a Committee  to 
take  into  consideration  the  Acts  relating  to  the 
importation  of  foreign  corn,  but  it  was  rejected 
by  a majority  ot  342  to  1U5.  The  Association 
then  determined  to  adopt  a wider  organisation, 
and  to  form  a national  Anti-Corn-Law  League 
for  the  whole  empire,  with  its  head-quarters'’  in 
JManchester ; the  Manchester  Anti-Corn-Law 
A.-;siK:iatiou  still  preserving  its  indei>endent  exis- 
tence. They  also  determined  to  found  a paper, 
and  appeal  to  the  i)ublic  by  means  of  tracts.  In 
pursuance  of  this  resolution,  tlie  A?iti~Corn  Law 
Circular  wa,s  started,  and  in  a few  weeks  reached 
a circulation  of  15,000. 

The  Association  had  now  become  so  larf^e  that 
it  became  indisponsible  to  have  a building  of  its 
own.  It  curiously  hapiiencd  that  St.  Peter's 
Held,  the  scene  of  the  Peterluo  nnij-sacre  in  1819 
was  in  the  possession  of  Mr.  Cobden.  This  was 
purcha.sed  for  tlie  site  of  the  Free  Trade  Hall 
and  thus,  by  a strange  instance  of  poetic  jus- 
tice, the  Association  established  its  head  quarters 
on  the  identical  ground  where  a meeting  assem- 
bled to  petition  for  a repeal  of  the  Corn  Laws 
and  Parliamentary  Pvefonn,  liad  been  brutally  at- 
tacked and  cut  down  twenty  years  before.  A tem- 
porary building,  150  feet  by  105  feet,  was  erected, 
and  in  January,  1840,  a magnificent  banquet,  at- 
tended by  ui)wards  of  4,000  jtersons,  was  held, 
and  on  the  b)lluwing  day  another  banquet  was 
held  by  the  AVorkiiig  Men’s  Anti-Corn-Law  As- 
soeiation,  at  wliich  upwards  of  5,000  sat  down. 
Loth  meetings  Avere  gi’eat  successes,  and  Avere 
addressed  by  Mr.  Cobden,  and  other  distinguished 
sjieakers. 

In  IMarch,  Mr.  Villiers  again  brought  forAvard 
his  motion  to  take  into  consideration  the  Iuavs  1 
affecting  the  imiiortation  of  foreiLai  corn,  Avhich,  ' 
having  been  droiq>ed,  Avas  renewed  in  .May,  and 
rejected  by  300  to  177.  During  this  year,  1840,  ' 
763  petitions,  Avitli  175,840  signatures,  for  a re- 
peal of  the  Corn  Luavs,  Avere  i)reseiited  to  the  ' 
House  of  Commons ; and  330,000  cojties  of  the 
Ajifi-('o?'u  Law  Circular  circulated.  i 

During  this  time  innumerable  meetings  Avere  | 
held,  and  an  incessant  agitation  kejtt  up.  A ! 
croAvd  of  able  speakers  perambulated  the  e(uintry,  ' 
AViiose  names  Avould  all  deserve  honorable  men- 
tion, but  among  them  all,  it  gradually  became 
evident  that  ]\Ir.  Cobden,  by  his  business-like, 
straightforward  addresses,  by  his  admirable  clear- 
ness of  style,  his  thorough  comjtrelieiision  of  the 
nature  and  mo<h'S  ot  thinking  of  his  audiences, 
and  his  mirivalltal  ]»owers  of  adapting  his  si»ceciies 


to  their  tastes,  aaos  fast  rising  to  the  first  posi- 
tion, He  noAv  became  generally  recognised  as 
the  acknoAvledged  leader  of  the  movement,  and 
there  was  a very  strong  desire  that  he  should  be 
placed  in  Parliament. 

The  Avhig  Government  AA'as  then  fast  dying  of 
sheer  exhaustion  and  inanition,  and  of  course  the}', 
as  usual,  began  to  look  out  for  something  to  gal- 
A anize  ttieir  effete  jiopiilarity.  The  rising  poAv'er 
of  the  League  seemed  to  supply  tlie  desired  object. 
On  the  30th  Ajiril,  Lord  John  Kusscll  surprised 
the  House  by  giving  notice  that  on  the  30th  of 
May,  he  should  moA'e  for  a Committee  of  the  Avholc 
House  to  consider  the  Acts  relating  to  the  trade 
in  corn.  On  the  7th  of  May,  he  dechu’ed  his  in- 
tention to  propose  in  Committee  an  8s.  fixed 
duty  on  wheat,  5s.  on  rye,  4s,  6d.  on  barley,  and 
3s.  4(1.  on  oats,  and  other  extensive  reforms  in  the 
tariff  Avi-re  proposed. 

The  increasing  poAA'er  of  the  League  by  tliis 
time  had  inspired  the  Protectionist  party  Avith 
j alarm,  .ind  counter  associations  were  formed, 
j The  sudden  adoption  of  liberal  commercial  prin- 
; ciplcs  reused  into  active  resistance  all  tiie  groat 
: protectcil  interests,  and  gave  the  last  shock  to  the 
feeble  ministry.  Onamothm  for  admitting  slave 
grown  sugar  they  were  defeated  on  the  18th  May, 
by  .317  to  281. 

I'he  prttposed  measures,  of  course,  created  the 
greatest  -'xcitement  throiigdiont  the  country.  The 
I-eague  was  stimulated  into  immense  activity, 
and  though  they  resoh'ed  to  rest  satisfied  oA'cn- 
tually  A^ith  nothing  less  than  total  repeal,  they 
determined  to  accept  the  offered  instalment  of 
reform  Jbr  the  present.  XotAvithstanding  its 
defeat  on  the  sngai'  question,  the  gOAcrnment  de- 
clared ils  intention  of  proceeding  with  its  com 
measures.  Sir  Kobert  Peel  suav  that  the  moment 
had  iiOAv  come  for  Avhich  he  had  been  so  skilfully 
training  the  Conser\'ative  party  for  nine  years, 
and  he  determined  to  forestall  the  ministerial 
jiroposition,  by  moving  tliat  the  Government  did 
not  possess  the  confidence  of  the  House.  On  tlie 
27th  of  May  this  motion  Avas  carried  by  312  to 
311,  whicli  of  course  rendered  a dissolution  in- 
evitable. It  took  place  on  the  23rd  of  June. 

At  the  jieAv  elections  (he  ministry  Averc  in  an 
immense  minority,  but  three  of  the  League  Avero 
returned  to  ]>arluiment,  JMr.  Scott  for  AValsall 
Dr.  PuAvring  for  li*dton,  and  most  important  of 
all,  Mr.  Cobden,  Avlm  Avas  noAvthe  acknoAvledged 
leader  of  the  movement,  Avas  returned  for  Stock- 
port. 

Jn  the  Tuinisterial  progi*amme  the  Queen  re- 
commended the  Com  l.aAvs  to  the  attention  of  the 
House,  Avith  a vieAv  to  their  revision.  The  Go- 
vernment Avas  defeated  in  the  Lords  by  168  to 
96. 

Great  was  the  curiosity  to  hear  Mr.  Cobden. 
The  Protectionists  prognosticated  his  complete 
failure  in  the  House.  He  aaus  nothing  but  a 
mere  jihitform  orator,  only  fit  to  speak  to  mobs 
of  vulgar  m:inufacturers,  but  quite  unfit  to  ad- 
dress an  assembly  of  gentlemen  like  the  House 
ot  Commons.  He  AA'ould  soon  find  his  kwcl  there. 

\ es,  said  his  friends,  he  zvould  soon  find  his  Ie\'el 
there,  and  it  will  be  among  the  best  orators  in  the 
House.  And  the  expectations  of  liis  friends  were 
tally  realized.  Mr.  Cobden’s  debut  in  the  House 
Avas  a great  success.  He  spoke  on  the  second 
night  of  the  debate,  and  Ave  Jnay  quote  some  re- 


COBDEN- 


COBDEN. 


441 


> 

? 

I 


marks  of  his  concerning  the  relation  between  the 
price  of  food  and  Avages  : — “He  begged  to  draAV 
the  attention  of  the  House  to  the  relation  between 
the  price  of  food  and  the  price  of  any  other  ar- 
ticle, and  the  price  of  labor,  Avhen  in  a Avholesome 
and  a natural  state.  He  could  understand  in  tiie 
slave-holding  states  of  America  or  Cuba,  that  the 
])i'ice  of  labor  might  be  determined  by  the  price 
of  provisions.  The  slave-holder  sat  down  and 
calculated  the  cost  of  rai.sing  his  jiroduce,  and  lie 
■calculated  the  price  of  labor  accordingly.  But  he 
Avould  come  to  aiudher  .state  of  society,  he  AA'ould 
refer  to  the  agricultural  districts,  Avhere  wages  ' 
Iiad  reached  the  minimum,  and  he  AA'ould  ask, — I 
Avas  the  rate  of  Avages  raised  Avhcii  the  price  of  i 
]>nivisions  Avas  increased  ? They  were  told  that  I 
such  was  the  case,  and  AA'hy  AA'as  it  the  case  ? 
V^as  it  because  the  higli  price  of  food  increased 
the  demand  for  labor  ? or  rather,  Avas  not  the  in-  i 
crea.se  given  out  of  charity,  and  in  the  shape  of  | 
charity,  because  the  wages  Avhich  labor  before 
brought  were  reduced  to  a scale  at  which  the  1 
laborer  could  not  support  himself  and  his  family? 
He  Avould  come  to  the  state  of  the  labor  market 
in  the  manufacturing  di.stricts.  There  the  rate  of  : 
Avages  had  no  more  connection  Avitli  the  price  of  ' 
food  than  with  the  clianges  of  the  moon.  There  ! 
the  rate  of  Avages  depended  entirely  on  the  de-  ! 
inand  for  labor.  There  the  price  of  food  never  j 
became  a test  of  the  value  of  labor.”  The  minis- 
try AA-ere  defeated  by  360  to  269,  and  of  course 
immediately  resigned. 

The  eyes  of  the  country  had  long  been  turned 
on  Sir  Robert  Peel  as  the  proximate  minister. 
Both  parties,  the  Protectionists  and  Free  Traders, 
wore  deeply  anxious  to  discover  Avhat  course  he 
intended  to  pursue  on  the  question  Avhich  iioav 
chictly  engrossed  the  interests  of  both.  He  Avas, 
hoAvever,  far  too  Avary  to  give  either  his  friends 
or  his  oiiponeuts  any  clue  to  discoA'er  his  jilans. 
His  invariable  reply  was  that  he  avus  not  yet 
formally  called  in  to  the  patient,  Avhose  previous 
phy.sicians  must  be  dismissed  before  he  AA’ouId  un- 
dertake to  prescribe.  Sucli  indications,  hoAvever, 
as  Could  be  gathered  frmu  his  speeches,  A\'ere  not 
so  decided  as  to  reassure  his  p:u*ty  of  his  inflexible 
adherence  to  their  cause.  Jn  fact,  he,  with  lii.s 
usual  caution,  in  his  A'ery  first  address,  t<xik  care 
to  IcaA'c  himself  u loophole  for  a future  change  of 
conduct.  After  a feAv  Aveeks,  Parliament  ad- 
journed, and  the  Ministry  had  time  to  prepare 
their  measures  for  the  next  spring. 

The  country  Avas  uoav  in  the  midst  of  that  cycle 
of  bad  haiwests,  Avhich  seems  to  be  periodic,  and 
to  invoh'e  some  deep  meteorological  Ihaa*,  of  Avhich 
some  indications  present  themselves,  and  Avill,  no 
doubt,  be  more  cai'efully  inv'estigated  in  future 
times.  It  AA'as  uoav  the  fourth  bad  harvest  in  suc- 
cession. During  the  autumn,  the  distress  of  the 
country  became  more  seA'cre  and  Avide-spread,  and 
the  exertions  of  the  league  Avere  proportionably 
increased.  A crOAA'd  of  lecturers  and  speakers 
spread  themselves  oA'er  the  countrA',  and  numerous 
demonstrations  took  place  in  the  midland  and 
western  counties.  In  fact,  tlie  whole  island  was 
in  a Commotion.  A meeting  of  delegates  AA*as 
summoned  for  February  in  London,  to  com- 
mence a new  Parliamentary  camiiaign,  their 
forces  being  uoav  increased  by  the  poAverful  as- 
sistance of  Mr.  Cohden. 

Parliament  Avas  to  meet  on  the  3rd  i;f  February. 


The  Duke  of  Buckingham  had  been  taken  info 
the  cabinet  as  the  esjiecial  represenlatiA'e  and 
organ  of  the  Protectionists.  On  the  Monday 
previous  to  the  commencement  of  the  ses.siou,  his 
jiarty  Avere  dismayed,  alarmed,  and  peiqdcxed  by 
Ids  sudden  resignation,  and  it  soon  became  known 
that  it  Avas  caused  by  the  determination  of  the 
cabinet  to  propi)se  a change  in  the  Corn  Laws,  of 
Avhicli  he  did  not  approw.  Tlie  free  trade  party 
were  rather  curious  than  otherwise  to  hear  Avhat 
the  proposal  Avas  to  be,  as  they  could  never  ex- 
pect that  Peel  and  a Tory  goA'ernmeiit  aa'uiiUI  pro- 
pose what  they  AA'ere  determined  to  have,  namely, 
total  repeal. 

During  the  Aveek  there  AA*as  intense  excitement. 
Delegates  to  the  number  of  nearly  six  hundred 
sat  ill  Palace  Yard  to  support  their  Parliamentary 
friends.  Peel  at  length  produced  his  plan,  lu 
1815,  80s.  had  been  considered  as  the  remuimrat- 
ing  price,  it  was  now  supjiosed  to  be  56s.  or  there- 
abouts. The  highest  duty  Avas  reduced  from 
38s.  8d.  to  20s.  When  Avheat  AA'as  at  51s.,  the 
duty  Avas  to  be  20s.,  and  to  be  reduced  by  a 
sliding  scale  to  Is.  AA'heii  the  price  AA'as  74s. 
Tliis  neAv  scale  Avas  accepted  Avitli  suppressed 
mutterings  by  the  Protectionists,  lest  a worse 
tiling  should  befall  them.  Tlie  number  of  dele- 
gates hail  noAV  increased  to  700,  and  tliey  scorned 
such  a small  concession,  and  determined  to  agitato 
more  fiercely  than  ever. 

On  the  14th  February,  Lord  John  Russell  pro- 
posed a fixed  duty  as  preferable  to  a sliding  scale, 
but  his  amendment  Avas  lost  by  a majority  of  349 
to  *226.  Mr.  Villiers  then  brought  forward  a 
J motion  for  total  repeal,  and  Avas  supported  in  a 
j most  pOAverful  speech,  by  Mr.  Cobden,  but  the 
I motion  was  rejected  by  393  to  90.  Mr.  Mihies, 

I Avitli  rather  an  unfortunate  prophecy,  described 
Mr.  Villiers  as  tlie  solitary  Robinson  Crusoe 
standing  on  tlie  barren  rock  of  Corn  LaAV  Repeal. 
The  public  interest  had  now  increased  so  much 
I that  there  Avere  2,881  petitions  with  1,540,755 
signatures  presented  to  the  House.  The  second 
I reading  passed  by  284  to  176,  and  the  third  bv 
! 229  to  90. 

NotAvithstanding  the  reduced  scale  of  duties, 
i the  public  distress  increased  gi*eatly  during  the 
; Slimmer,  and  Avas  general  throughout  tlie  agricul- 
tural as  Avell  as  the  commercial  districts.  S'ume- 
rous  doimtatious  Avaited  on  the  principal  ministers, 
detailing  the  most  heartrending  scenes  of  suffer- 
ing, Avhich,  indeed,  Sir  Robert  Pee!  said  Avas  in- 
contestible.  Parliament,  hoAA'ever,  Avas  prorogued 
without  any  further  alteration  in  the  Corn  LaAv ; 
and  in  August  a general  insurrection  broke  out  in 
the  mauufacturiug  districts,  and  for  nearly  three 
Aveeks  the  public  tramiuillity  AA'as  in  the  utmost 
danger.  The  League  determined  to  extend  its 
operations  more  into  the  agricultural  districts, 
and  for  that  pm'pose  England  Avas  divided  into 
tAA'elve  circuits,  to  each  of  Avhich  a lecturer  and 
agent  were  appointed.  It  Avas  said  at  one  meet- 
ing of  tlie  League  that  2,000  lectures  had  been 
delivered,  and  more  than  5,000,000  tracts  had 
been  printed  and  circulated.  The  expenditure 
had  liitherto  been  £100  per  week.  It  aa'jis  iioav 
determined  to  raise  it  to  £1,000  a Aveek,  and  to 
raise  a fund  of  £50,000  by  January,  to  expend 
in  lectures  and  tracts  during  the  iie.xt  year. 

On  the  30th  of  Jaiiiuu’v,  1843,  the  iieAv  Free 
J Trade  Hall  Avas  opeueU,  aud  a meeting  Avas  held 
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to  announce  the  result  of  tlie  £50,000  subscrip- 
tion. Imlepeiidently  of  tlie  Loudon  contributions, 
it  reached  <£4*2,000.  Numerous  other  meetiiij's 
Avere  lield  in  it  previously  to  the  commencement 
of  the  rarliamentary  campaign. 

On  the  lath  February,  Lord  Ilowick  moved 
for  a committee  to  imiuire  into  the  distress  of  the 
countrv.  Air.  Cobden  and  Sir  Robert  Peel  each 
Avaited  for  tlie  other  to  speak,  like  the  Earl  of 
Chatham  and  Sir  Richard  Strahan.  On  the  fifth 
night  Mr.  Cobden  spoke,  and  made  as  usual  a 
vigorous  attack  on  the  supporters  of  the  obnoxious 
laAA  s.  They  Avere  (piite  luiabie  to  answer  him  on 
general  principles.  “ No  man,”  said  the  minis- 
terial ]>aper,  “ansAA'cred  these  charges  of  Mr. 
Cobden.  No  man  attempted  to  ansAver  them,” 
Ail  Sir  Rolwrt  Peel  did  A\as  to  protest  that  Hus- 
kisson  and  Adam  Smith  Avere  against  immediate 
and  precipitate  repeal,  and  in  favor  of  cautious 
pntgress.  The  motion  Avas  rejected  by  306  to  19L 

BetAveen  December  and  Alarch,  136  meetings 
Avere  held  in  London,  and  the  subscriptions 
amounted  to  £22,000,  thus  making  the  total  fin* 
exceed  the  £50,000,  AA  liieh  it  had  been  said  the 
League  Avould  find  it  impossilile  to  raise. 

The  league  uoav  tried  to  organise  an  establish- 
ment in  London,  but  tliey  were  refused  tlie  use 
of  P^xeter  llall,  and  it  Avonld  have  been  too  ox- 
pensiv'e  to  build  a Free  Trade  Hall  there,  as  aa'cII 
a.s  in  Alanchestcr.  They  accordingly  engaged 
Drury  Lane  Theatre,  Avhere  immense  meetings 
Avere  held  every  Aveck  during  Lent,  and  a weekly 
noAvspaper  aa'us  established,  called  the  League. 
At  these  meetings  Air.  Cobden  took  a prominent 
])art.  Among  many  other  eminent  speakers,  each  of 
them  admirable  in  his  oavu  Avay,  Air.  Bright 
began  to  take  the  next  most  conspicuous  place  to 
Air.  Cobden. 

It  may  be  a curious  ]iroblem  to  the  future  his- 
torian, to  discover  liow  far  Sir  Robert  Peel  bad 
by  this  time  become  a ciuivcrt  to  Free  Trade 
tloctrines.  That  he  Avas  so  in  theory,  however 
he  mav  have  hesitated  to  carrv  them  out  too 
rapidly,  or  been  afraid  of  tlic  clamors  of  his  own 
party  if  he  attempted  to  abolish  Avhat  he  Avas 
especially  put  into  poAver  to  maintain, — his 
speeches  Avould  seem  to  indicate.  On  the  25th 
of  April,  Air.  Ricardo  moved  that  this  country 
ought  not  to  postpone  the  remission  of  her  im- 
})ort  duties  Avitli  a view  to  uegociatioii  for  reci- 
procity. This  Avas  a great  advance  in  doctrine, 
because  it  was  long  supposed  that  Free  Trade 
Avoiild  be  a loss  to  any  country  Avitliout  recipro- 
city. Air.  Ricardo  shewed,  in  an  able  speech,  that 
tlie  best  theoretical  and  practical  economists  had 
jiroA'ed  that  a country  should  adopt  liberal  com- 
mercial princijiles,  even  though  others  did  not 
imitate  her  example.  He  supported  this  vie^v 
by  most  convincing  facts,  shcAviiig  the  increased 
prosperity  of  countries  which  had  adopted  this 
plan.  The  motion  A\-as  supported  by  Air.  (Jobden, 
bill  lost  by  135  to  61. 

On  the  9th  of  Alay,  Air.  Villiers  brought  for- 
Avard  his  motion  fur  the  appointment  of  a com- 
mittee of  the  Avhole  House  to  take  the  Corn  Luav 
into  its  consideration,  Avith  a vicAV  to  its  imme- 
diate abolition.  On  the  fifth  and  last  night  of 
the  debate  AIi\  Cobden  made  a pOAverful  speech. 
The  motion  was  lost  by  381  to  125. 

The  raising  of  £60,000  by  subscription  had 
placed  means  of  greatly  increased  power  in  the 
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hands  of  the  League,  and  their  operations  Avero 
pro])orti  mably  extended.  During  the  spring  of 
1843,  constant  meetings  were  held  in  the  country, 
especially  in  the  agricultural  districts.  The 
ettbrts  of  Air.  Cobden  Avere  truly  gigantic.  The 
very  strongholds  of  the  Protectionists  Avere  se- 
lected fur  attack,  and  especially  on  market  days, 
Avhen  the  farmers  AA^ere  congregated.  Among 
other  places,  great  meetings  AAcre  held  at  Ux- 
bridge, I’ambridge,  Dorset,  Lincoln,  Rye,  Hunt- 
ingdon, Bedford,  Aylesbury,  Alaidstune,  Guild- 
ford, Colchester,  Winchester,  LeAves,  and  Bedford, 
aud  numerous  other  districts.  At  these,  Alessrs. 
Cobden,  Bright,  Aluore,  aud  others,  addressed  the 
farmers  fur  hours,  and  Avith  scarcely  an  excep- 
tion, Free  Trade  resolutions  Avere  i>assed  either 
uuoppitsed,  or  by  overwhelming  majorities,  only 
a foAV  hands  being  held  up  fur  Protection,  amid 
forests  ot'  those  for  Free  Trade. 

The  Parliaineiitary  strength  of  the  Free  Traders 
rcceh'ed  a great  accession  in  July,  by  the  return 
of  Air.  Briglit  for  Durham.  This  gentleman  ha<l 
gi-adiially  risen  among  the  numerous  eloquent 
and  able  speakers  of  tlie  League  to  a position 
only  second  to  Air.  Cobden  ; and  on  a vacancy 
occurring  for  Durham,  it  w;is  determined  to  put 
liiin  foi’Avai'd.  His  opponent  aa'os  Mr.  Purvis,  a 
conservative  of  great  influence  and  [iroperty  in 
the  neiglibouj*hood.  Mr.  Bright  entered  the  toAvii 
a comiilete  stranger  to  it,  aud  yet  carried  the 
election  by  488  to  410.  After  the  prorogation, 
Messrs.  Cobden  and  Bright  had  a most  successful 
meeting  at  Canterbury.  In  tact,  the  requisitions 
for  the  services  of  these  gentlemen  to  address 
meetings  all  over  the  country  poured  in  such 
numbers,  that  no  man  could  conqily  with  them 
all.  During  the  year  1843,  9,026,000  tracts  aud 
stamped  publications,  Aveighing  upwards  of  100 
tons,  AA'ere  distributed  by  the  League,  and  its 
expendiiure  Avas  £47,814. 

On  till)  28th  Sejitember,  the  campaign  for  the 
ensuing  season  avus  commencetl  by  a crowded 
meeting  at  Covent  Garden  Theatre.  The  suc- 
cess of  tlie  £50,000  subscrqition  iiuav  emboldened 
them  to  larger  operations,  and  for  the  next  year 
it  was  determined  to  raise  £100,000.  But  the 
cause  of  the  League  Avas  immensely  adA'ancod  by 
the  open  accession  of  Mr.  Samuel  Jones  Loyd, 
Avho  stoiid  at  the  head  of  the  money  power,  and 
Avho  Avas  certainly  the  last  man  to  join  anything 
which  did  not  promise  success.  A vacancy  in  the 
re]n*escntation  of  the  City  of  London  also  oc- 
curred, and  the  Free  Traders  succeeded  in  car- 
rying tlmir  candidate,  Air.  Pattison,  by  a majority 
of  6,535  to  6,334,  over  Air.  Baring,  the  Protec- 
tionist. Mr.  Marshall,  of  Leeds,  one  of  the  greatest 
manufacuirers  in  the  kingdom,  also  joined  it. 

The  first  day  of  the  year  brouglit  them  further 
strength.  They  already  counted  the  chief  of  the 
money  and  manufacturing  interests  among  them. 
On  the  1st  ot  January,  1844,  the  Alanpiis  of 
Westminster,  the  chief  of  the  landowners,  sent  in 
his  subsi  riptiun  of  £500.  A A'igoroiis  campaign 
to  raise  £100,000  iiuAV  began,  and  the  movement 
AA'as  ext-*nded  to  Scotland.  Crowded  meetings 
AA'ere  held  at  GlasgOAV,  Edinburgh,  Perth,  Green- 
ock, Abirdcen,  Leith,  Haddington,  LinlithgoAv, 
Lanai'k,  Galashiels,  &c.,  at  all  of  Avhicli  large 
contribui  ions  Avere  raised.  The  League  noAV  de- 
termined to  give  up  petitioning  Parliament,  and 
to  direct  thcii*  Avhole  strength  to  iutlueuce  the 
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con.stituencios.  Before  the  Parliamentary  move 
of  tlic  season,  six  crowded  and  enthusiastic  mect- 
ing.s  Avere  held  in  Covent  Garden  Theatre.  These 
Avere  continued  during  the  session,  and  in  them  ' 
a strong  sign  of  the  times  av;is  seen ; among  the 
most  able  and  effective  speakers  were  scA'eral 
tenant  farmers  and  landlords.  Lord  Fitzwilliara, 
Lord  Ducie,  and  others,  Avere  also  earnest  sup- 
porters of  the  movement. 

On  the  1 2th  of  Alarch,  Air.  Cubden  rose  to 
make  the  move  of  the  session,  it  Avas  for  tlie  ap- 
jiointment  of  a Committee  to  enquire  into  the 
efiects  of  Protective  duties  on  the  interest  of  the 
tenant  farmers  aud  laborers  of  the  country.  His 
most  able  speech  Avas  full  of  details  of  the  miser- 
able state  of  the  population  in  the  agricultural 
districts.  The  motion  AA'as  rejected  by  224  to  133, 
but  this  shoAved  tlie  ])rogress  that  Avas  being  made 
in  the  opinion  of  the  Parliament  Avhich  Avas  elected 
expressly  to  maintain  protection. 

On  the  25th  of  June,  Mr.  Villiers  moved  for 
the  total  and  immediate  repeal  of  the  Corn  Laws. 
The  motion  was  rejected  by  328  to  124.  These 
repeated  divisions  shoAved  good  progres.s,  for  while 
ill  1842,  those  Avho  voted  for  total  repeal  Avere 
only  92  and  their  op]xments  395,  in  1 844  the  free 
traders  had  risen  to  124,  aud  their  opponents  had 
fiilleii  to  330,  that  is,  in  two  years  the  majority 
against  them  had  decreased  by  about  100.  No 
doubt  many  of  these  AA'ere  secretly  convinced  of 
the  impracticability  of  maintaiuing  the  corn  laAV's, 
but  not  having  courage  to  aA'ow  a change  of  opin- 
ion adopted  the  middle  course  of  staying  aAvay. 

It  Avould  be  tedious  to  relate  the  same  course  of 
agitation  and  speaking  during  1844,  as  in  the  pre- 
ceding year.  In  the  autumn  of  this  year  the 
League  adopted  a still  more  efficient  metliod  of 
acting  upon  the  constituencies  by  creating  great 
numbers  of  40s.  freeholders  in  hostile  districts. 
They  saw  that  Sir  Jiobert  Peel  had  pointed  out  the 
true  scene  of  the  conflict — the  registration  courts. 
Great  pains  Avere  taken  Avith  the  registrations 
this  year,  and  the  accession  to  the  number  of  the 
free  trade  constituencies  aa'us  considerable. 

The  harvest  of  1^44  was  very  abundant,  and 
consequently  the  distress  of  the  people  Avas  much 
mitigated,  and  the  Protectionists  began  to  cry  out 
that  the  League  aa  us  exhausted,  andAVould  speedily 
expire.  They  AAX‘i*e,  hoAA'evcr,  very  grievously 
mistaken.  It  Avas  not  working  so  strenuously,  it 
Avas  true,  by  open  agitatiuii,  but  it  was  hard  at 
Avork,  and  very  sucessfully  too,  in  the  more  quiet 
and  effectual  mode  of  acquiring  voters.  The 
t^ueeirs  speech,  at  the  opening  of  Parliament, 
noticed  the  revival  of  trade,  and  commerce,  and 
]>rosperity.  In  the  debate  on  the  address  Lord 
John  Russell  showed  that  he  had  made  consider- 
able i>rogi*ess  ill  free  trade  doctrines,  for  he  said  he 
Avas  convinced  that  Protection  Avasnot  the  support 
blit  the  bane  of  agriculture,  and  lie  said  that  the 
]n*esent  period  of  jirosiierity  Avas  the  best  time 
tu  consider  Avhether  the  principles  of  Free  Trade 
should  not  be  still  further  extended. 

On  the  13th  of  Alarcli,  Air.  Cobden  moved  for 
a committee  of  inquiry  of  the  cfiects  of  the  Corn 
l.aAvs  on  agriculturists.  The  majurity  against 
him  noAV  shewed  a very  remarkable  falling  off. 
The  numbers  AA'ere  121  to  213.  Thus  the  ma- 
jority in  three  years  had  fallen  from  303  to  92. 

In  Alay,  a great  bazaar  Avas  held  in  Covent 
(iardeu  Theatre,  Avliich  Avas  kept  open  about 


three  weeks,  and  produced  upAvards  of  £25,000 
of  receipts, 

Ou  tlic  26th  of  May,  Lord  J.  Russell  brought 
forwanl  a series  of  resolutions,  that  the  present 
state  of  prosperity  Avas  a tavurable  time  to  con- 
sider Avhat  measures  might  penuaiiently  improve 
the  condition  of  the  lalioring  classes.  In  his 
speech  he  declared  himself  in  favor  of  a moderate 
fixed  duty  of  4s.,  5s.,  or  6s.  Ills  motion  Avas 
rejected  by  182  to  104. 

On  the  10th  of  June  Air.  Villiers  rose  to  make 
the  last  of  his  annual  motions,  tliough  no  one  then 
foresaw  the  speedy  triumph  of  his  cause.  In  the 
course  of  his  speech,  Sir  Robert  Peel  said, — “I 
must  say,  that  I think  experience  has  shoAVii  that 
a high  price  of  corn  is  not  necessarily  accom- 
panied witli  a high  rate  of  Avages.  But  I believe 
it  Avould  be  impossible  to  shoAV  that  the  rate  of 
wages  varies  Avith  tlie  price  of  com  ; aud  speaking 
generally  of  the  industrious  classes  of  this  coun- 
try, I think  it  impossible  to  demonstrate  that  it 
is  to  their  advantage  that  there  should  be  perma- 
nently a high  price  of  corn.”  The  motion  Avas 
rejected  by  254  to  122,  being  the  smallest  number 
that  had  A'Oted  against  it. 

It  has  long  been  observed  that  good  and  bad 
seasons  occur  in  cycles.  After  the  terrible  series 
of  bad  seasons  Avhich  ended  in  1843,  it  was  not 
unnatural  to  expect  a series  of  plentiful  ones, 
after  the  good  one  of  1844,  Parliament  was 
prorogued  in  1845,  amid  the  expectations  of  the 
Protectionists  that  the  crop  Avoiild  be  good,  anil 
thus  alleviate  the  sufferings  of  the  peuple,  Avhich 
caused  the  clamor  for  the  repeal  of  the  Cum 
Luavs.  But  ill  the  middle  of  August,  alarming 
symptoms  began  to  appear  in  the  croi>s  of  pt»tatoes, 
upon  Avhich  the  subsistence  of  so  many  millions 
depended.  And  as  the  autumn  advanced,  they 
became  Avorse  aud  Avurse,  and,  especially  in  Jrc- 
j land,  the  progress  of  the  disease  aa'us  fearful. 

! Heavy  rains  set  in,  in  September,  and  continued 
for  about  three  Aveeks.  In  the  beginning  of  October 
it  became  apparent  that  the  wheat  crop  Avas  greatly 
deficient  both  in  quality  and  quantity.  Prices 
accordingly  began  to  rise,  but  not  so  much  as 
i might  have  been  expected,  as  it  was  found  that 
the  crop  of  1844  had  been  more  abundant  than 
any  one  had  supposed. 

The  Avell  ascertained  scarcity  reinvigorated  the 
efforts  of  the  Free  Traders.  From  all  parts  of 
the  country  remonstrances  came  up  to  the  Govern- 
ment, calling  upon  them  to  open  the  ports,  aud 
let  in  food.  The  Times  now  joined  the  cry,  a 
sure  symptom  of  its  approaching  success.  On 
the  28th  October,  a great  meeting  was  held  in  the 
Free  Trade  Hall  at  Alanchester,  into  Avhich  8,000 
gained  admittance,  and  hundreds  AA'ere  turned 
UAvay,  Mr.  Cobden  and  Air.  Bright  called  upon 
the  meeting  to  demand  the  government  to  open 
the  ports. 

Repeated  meetings  of  the  Cabinet  were  held. 
It  Avas  well  kuoAAU  that  most  alarming  reports 
AA'ere  pouring  in  from  Ireland,  but  on  the  7ih  of 
November,  the  Standard,  the  ministerial  im|>cr, 
flung  defiance  in  tlie  face  of  the  Free  Traders, 
and  declared  that  the  ports  shuuld  not  be  o]»ened, 
as  there  aa  os  abundance  of  supplies  in  the  couiiti*y. 

Whatever  may  have  been  Sir  Robert  Peel’s 
OAvn  opinion  at  this  time,  as  to  the  necessity  of 
aboli&liing  the  Corn  Luavs,  and  liuAvcver  imidi  he 
may  have  been  luunpercd  Avith  his  parly  coimcc- 
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tions  in  pivin"  effect  to  It,  liis  opponent  was  free 
from  any  such  trammels.  Lord  John  Russell, 
now  seein;^  that  the  tide  of  free*  trade  ojiinioii 
wa-i  fast  becomiiij^  irresistible,  hastened  to  take 
advauta^^e  of  it,  Tlie  country  was  surprised  by 
a letter  from  him,  dated  Ediiiburf;h,  November 
!2*2ml,  stating  that  his  opinions  on  the  .subject  of 
the  Cora  Laws  had  undergone  a complete  change 
in  twenty  years.  He  used  to  be  of  opinion  that 
Corn  was  an  excc|Uiou  to  the  general  rules  of 
Political  Economy,  but  he  was  now  convinced  of 
the  contrary.  He  had  formerly  proposed  a 
moderate  fixed  duty  as  a c<nnpromi.^e,  but  lie  now 
saw  that  was  untenable.  “ It  is  no  longer  worth 
while  to  contend  for  a fixed  duty.  Fa  1841,  the 
Free  Trade  party  would  have  agreed  to  a duty  of 
Ms.  a <iuarter  on  wheat,  and  after  a lapse  of  years 
this  duty  might  have  been  furtlier  reduced,  and 
ultimately  abolished.  But  the  imposition  of  any 
duty  at  present,  without  a i)rovisioii  for  its 
extinction  within  a short  period,  would  but 
prolong  a cemtest  already  suflleiently  fruitful  of 
animosity  and  discontent.  * * * * 

“Let  us  then  unite  to  put  an  eml  to  a system 
which  has  been  proved  tu  be  the  blight  of 
commeree,  the  bane  of  agriculture,  the  source  of 
bitter  divisions  among  classes,  the  cause  of 
penury,  fever,  mortality,  aud  crime  among  the 
peojile." 

This  letter  of  course  was  an  additional  em- 
barrassment to  the  Government.  Repeated  meet- 
ings of  the  cabinet  gave  notice  to  the  outside 
world  of  fierce  iuteriial  struggles.  At  last,  oii  the 
4tU  of  December,  the  Thnt's  astounded  the  world 
by  aiinounciiig  that  the  decision  of  the  Cabinet 
wa.s  no  longer  a secret.  Parliament  was  to  be 
summoned  early  in  January,  ami  the  Duke  of 
AVellingtou  in  the  Lords,  and  Sir  Robert  Peel  in 
the  Commons,  would  propose  the  total  repeal  of 
the  Corn  Laws.  The  protectionists  Avere  frantic. 
Contradictions  iii  the  coarsest  language,  aud 
]iriiited  in  the  largest  type,  of  the  amiounceiiient 
of  the  I'imesy  were  reiterated  in  their  papers. 
The  Times  simply  said  that  time  Avould  prove  the 
truth  of  its  assertion.  On  the  8th  of  Ilecembcr, 
the  Ministry  resigned,  and  Lord  John  Russell 
was  commamled  to  form  another  on  Free  Trade 
principles.  Sir  Robert  l*eel  jiromised  his  indivi- 
dual support,  and  full  information  was  given  to  him 
of  the  Facts  iu  possession  of  tlie  Government,  but 
not  of  its  proposed  measures.  However,  after 
tAvelve  days,  Lord  John  Russell  found  himself 
unable  to  form  a government,  and  on  the  20th  Sir 
Robert  Peel  was  commanded  to  re-assume  his 
position. 

At  length  the  success  of  the  seven  years’  labors 
of  the  League  seemed  certain,  and  it  appeared  to 
some  that  they  need  give  themselves  no  further 
trouble.  But  not  so  did  it  appear  to  its  leaders. 
They  determined  to  trust  to  no  one  but  them- 
selves for  success,  and  to  renew  their  elforis  Avith 
greater  vigor  than  ever.  On  the  23rd  December, 
an  immense  meeting  Avas  held  at  ^lauchester,  to 
support  the  operations  of  the  League.  It  Avas 
then  oil  the  motion  of  Mr,  Henry  AsliAA^n-tli, 
carried  Avith  acclamation,  to  raise  a fund  of 
X250,000,  aud  Avithin  an  hour  and  a half  the 
subscriptions  reached  £60,000,  Subscriptions 
rajudly  poured  iu  by  hundreds  and  thousands. 
Meetings  Avere  held  in  nearly  every  tOAvn  of  any 
size  iu  the  kingdom,  aud  lai'ge  sums  raised  iu  each. 


At  length  on  the  22nd  of  January,  the  session 
of  Parliament,  Avhich  Avas  looked  to  Avith  such 
deep  anxietA',  ami  Avhich  A\as  to  inaugurate  one 
of  the  most  memorable  revolutions  iu  the  annals 
of  the  Avorld,  commenced.  The  Queen's  speech 
congratuiated  the  country  on  the  prosperous 
results  Avhich  had  already  ittcndod  the  increased 
adoption  of  Free  Trade  measures,  ami  advised 
their  further  extension,  especially  Avith  reference 
to  the  fo(»d  of  the  people. 

Lord  Francis  Egerton,  the  moAcr  of  the 
address  in  the  House  of  Commons,  aA'owed  that 
his  opinion  on  the  Corn  LaAVs  had  niidergoue  a 
comiiletc  change,  and  that  he  had  arrived  at  the 
conclusion  tliat  restrictions  permanently  applied 
to  the  introduction  of  foreign  commodities  shouhl 
no  longer  be  adopted  by  the  Legislature  of  this 
country. 

Sir  Robert  Peel  explained  the  cause  of  the 
dissolution  of  the  government,  and  a\"owed  a 
change  ot  his  opinion  on  the  subject  of  protection, 
and  that  the  arguments  for  the  maintenance  of  the 
Corn  La^v•s  aati'c  untenable.  One  of  these  argu- 
ments Avas,  “ that  the  rate  of  Avages  I'aries  Avilh 
the  price  of  jirovisioiis,  that  high  jtrices  imjdied 
high  wages,  and  that  low  Avages  Avere  the  con- 
comitants of  loAv  prices.  * * * I do  not 

believe,  after  the  experience  of  the  last  three 
years,  that  the  rate  of  Avages  varies  Avith  the 
jn-icc  of  food.  I do  not  beleve  that  Avitli  high 
prices,  AN'ages  will  necessarily  rise  in  the  same 
ratio.  I do  not  believe  that  a Ioav  price  of  food 
necessarily  implies  a Ioav  i*ate  of  Avages.  ♦ * * 
Who  can  deny  the  fact,  that  during  the  three  years 
that  prec'.'ded  the  month  of  October  last,  prices 
Avere  comparatively  Ioav  ? There  Avas  comparative 
I chcai>uess  aud  plenty,  and  yet  at  no  jieriod  Avere 
the  Avages  of  lal)4ir  higher  than  during  that  period. 
If  you  take  the  three  preceding  years,  you  Avill 
find  high  prices,  and  coexistent  Avith  high  prices 
you  will  find  low  Avages.  AVell,  then,  I have  six 
years;  I have,  during  the  first  tlirce  years,  high 
prices  ami  Ioav  Avages ; I have,  during  the  last 
three  years,  Ioav  prices  and  high  Avages;  and  I 
cannot  r**sist  the  condnsion  that  Avjigcs  do  not 
vary  Avith  the  price  of  provisions.  They  do  vary 
Avith  the  increase  of  cajtital,  Avith  the  prosperity  or 
the  country,  Avith  the  increasetl  power  to  employ 
labor,  but  there  is  no  immediate  relation  between 
wagvjs  and  provisions — or  if  there  be  a relation, 
it  is  in  ail  inverse  ratio.  ’*  He  then  detailed  the 
triumphant  success  of  his  Free  Trade  measures, 
aud  that  lie  could  continue  the  conflict  in  favor 
of  jiroteciion  no  longer.  He  explained  the  nature 
of  the  fearful  rejiorts  the  government  had 
received,  aud  claimed  for  himself,  as  responsible 
minister  of  the  CroAA'ii,  to  decide  Avhat  Avas  best 
for  the  public  safety. 

The  new  financial  and  commercial  measures  of 
tlie  goA'criiment  AA'ere  announced  for  the  27th  of 
January.  Expectation  Avas  Avound  up  to  the 
highest  pitch.  Prince  Albert  for  the  first  time 
1 attended  .i  sitting  of  the  House.  At  half  past 
lour,  upwards  of  400  members  Averc  in  their 
jilaecs.  The  strangers*  seats  1»l4oav  the  bar  Avere 
eroAvded  with  jieers.  Sir  Robert  Peel  rose,  amidst 
breathles."  silence,  to  explain  the  ministerial  in- 
tentions. AVell  kuoAving  that  the  engrossing  in- 
I terost  of  his  audience  aa'Os  fixed  on  corn,  and  that 
( if  they  once  kncAV  his  intentions  on  that,  they 
would  cave  comparatively  little  about  any  other 
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alterations,  he  took  care  to  keep  that  subject  to 
tlie  last.  After  keeping  the  House  on  tenter- 
hooks for  about  an  liour  and  a half,  he  came  to 
his  proposition  on  corn.  In  this  he  determined 
to  follow  nobody’s  ]dau  but  his  own.  He  refused 
immediate  aud  total  repeal  ; he  refused  a fixed 
duty.  He  proposed  a temporary  continuance  of 
a sliding  scale,  which  was  fiinilly  to  expire  on  the 
1st  of  February,  1849.  Futil  then,  he  propttsed 
tliat  there  should  be  a sliding  scale,  commencing 
Avith  10s.  Avhcu  the  price  Avas  4Ss.,  ami  iliminish- 
ing  to  4s.,  being  a shilling  <tf  diminutiMn  of  duty 
for  every  shilling  corn  rose  in  price,  till  53s.,  after 
Avhich  it  Avas  to  be  fixed.  Mr.  Miles  proposed 
tliat  the  lIou.se  should  consider  the  ministerial 
measures  that  day  six  months.  The  debate 
raged  for  twelve  nights,  on  the  last  of  Avhich  Mr. 
Cobdeii  made  one  of  his  usual  pointed  speeches. 
'J’he  amendment  was  negatived  by  337  to  240. 
On  the  1st  of  March,  Mr.  Villiers  moved  as  an 
amemlmeut,  that  the  repeal  should  be  total  aud 
immediate,  but  this  Avas  rejected  by  265  to  78. 
On  the  27th  of  March,  the  second  reading  Avas 
carried  by  302  to  214.  After  some  other  futile 
attempts  at  obstruction,  the  bill  pa.ssed  the  House 
of  Commons  on  the  15th  of  May,  by  327  to  229, 
The  Bill  passed  the  Lords  by  a majority  of  211 
to  164  on  the  second  reading. 

Sir  Robert  Peel  had  uoav  safel}'  conducted  into 
harbour  his  great  measure.  He  had  conferred 
the  greatest  blessing  on  his  country,  but  his  per- 
fidy to  Ids  party  wa,s  unforgivable.  Their  thirst 
for  vengeance  only  sought  an  opportunity  to  dis- 
])lay  itself,  and  that  Avas  soon  presented.  The 


I ought  to  be  associated  with  the  success  of  those 
measures  is  nut  the  name  of  the  noble  lord,  the 
organ  of  the  ]Kirty  of  Avhich  he  is  the  leader,  imr 
is  it  mine.  The  name  Avhich  ought  to  be,  ami 
‘ Avill  be,  associated  Avith  the  success  of  those 
measures,  is  the  name  of  one  Avho,  acting  I be- 
lieve, from  pure  and  disinterested  motives,  Ikvs 
Avith  untiring  energy,  made  appeals  to  our  reason, 
aud  lias  enforced  those  appeals  with  an  el*npicnce 
the  more  to  be  admired  because  it  was  unafected 
and  unadorned ; the  name  Avliich  ought  to  be 
chiefly  associated  Avith  the  success  of  those 
! measures,  is  the  name  of  Richard  Cobdon.” 

Lord  Palmerston  expressed  his  satisfaction  that 
Sir  Robert  Peel  liau  given  expression  to  the 
unanimous  sentiments  of  the  country.  He  hail 
I “ well  said  that  the  merit  of  this  great  commercial 
I measure  is  not  due  to  hon.  IMembers  on  this,  or 
j on  that  side  of  the  House;  it  is,  on  the  contrary, 

I due  to  the  talent,  the  ability,  the  perseverance, 

I and  firmness  of  my  hon.  friend,  the  Member  for 
Stockport.  The  right  honorable  baronet  has  ]>aid 
a just  aud  deserved  cora])liineiit  to  tlie  name  of 
; Richard  Cobden.  AVlieii  tlie  house  and  the 
country  look  to  the  highest  point  in  the  history  of 
these  events,  they  Avill  see  tlie  name  of  Richard 
Cobden,  a man  distinguished  by  great  zeal  and 
enlightenmeut  in  advancing  a great  and  imiiortant 
change  in  our  coiumcrciai  code,  ” Lord  Grey 
said  ill  the  debate  on  the  second  reading  in  the 
Lords, — “ In  his  opinion,  this  country  owed  a debt 
of  gratitude  to  the  leaders  of  that  body  ( tlie 
League),  and  move  especially  to  !Mr.  Cobden. 

, He  said  that  to  him,  to  his  genius,  and  to  his  iu- 


lUice  a coercion  act  for  Ireland.  Tlie  discussion 
of  this  had  been  di'opped  till  the  great  corn 
measure  was  secure.  When  that  Avas  cFfected, 
the  Arm.s  Bill  avils  resumed.  Sir  William  Somer- 
ville moA^ed  that  it  be  adjourned  for  six  months. 
On  the  sixth  night  of  the  debate  the  messengers 
brought  the  assent  of  the  Lords  to  the  Ci»rn  Bill,  i 
Tlie  furious  Protectionists  Avho  had  \'oted  for  the  | 
first  reading  of  the  Bill,  joined  the  opposition,  i 
and  the  government  Avas  defeated  by  292  to  219. 

On  the  29th  of  June,  a memorable  scene  was 
enacted.  The  greatest  minister  of  iiiodeni  times,  ! 
having  just  achieved  the  pinnacle  (»f  his  great- 
ness, came  to  pay  the  penalty  of  his  former 
errors,  and  to  bear  jierpetual  witness  of  tlie  in- 
vincible power  of  truth.  If  the  Liberals  couhl 
liave  carried  tlio  Repeal  of  the  Corn  LaAA’s,  it 
Avould  probably  ha\‘e  strengthened  their  poAver 
for  many  years.  But  tlie  government  of  Sir 
Robert  Peel  aams  founded  on  a false  principle,  ami 
Avhen  the  hour  of  trial  came,  it  aams  shattered  to 
jtieces.  On  this  solemn  occasion,  Avheu  Sir 
Robert  Peel  attained  his  true  greatness,  aud  being 
emancipated  trom  the  thraldom  of  a party,  be- 
came the  pride  of  the  nation,  lie  did  not  fail  to 
render  the  uckuoAvledgment  that  was  due. — “ I 
said  truly,  that  in  proposing  our  measures  of 
commercial  policy,  Iliad  no  Avish  to  rob  others  of 
the  credit  justly  due  to  them,  I miust  say  Avith 
reference  to  lion,  gentlemen  opposite,  as  1 say 
Avith  reference  to  ourselves,  tliat  neither  of  us  is 
the  party  which  is  justly  entitled  to  the  credit  of 
them.  There  has  been  a combination  of  parties 
generally  opposed  to  each  other,  and  that  coin- 
biualioii,  ami  the  iiifiueiice  of  government,  liavc 
led  to  their  ultimate  success ; but  the  name  which 


defatigable  energy  and  pcrsev'erance — not  to  Sir 
Robert  Peel,  not  to  that  party  in  Parliament  with 
Avhich  he  had  the  honor  of  being  connected,  but 
to  his  hon.  friend,  IMr.  Cobden,  Avere  they  in- 
debted for  the  achievement  of  Avhat  he  belieA^ed 
to  be  one  of  the  most  important  measures  with 
reference  to  the  future  welfiire  of  the  British 
people  Avhich  CA'cr  rccciA'ed  the  sanction  of  Parlia- 
ment. To  him  the  country  sliould  feel  decjily  in- 
debted. He  had  achieved  this  triumph  by  means 
altogether  unexceptionable.  There  bad  Ik-cii  no 
appeal  to  physical  force,  no  threatening  displays 
of  gi'eat  multitudes  of  jAcrsons  collected  together, 
[A  noble  Lord  : Because  he  could  not  get  them.] 
The  noble  lord  said,  ‘ because  he  could  not  get 
tliein.*  He  attributed  it,  hoAA'ever,  to  a diflereiit 
cause.  He  bolicA'ed  it  Avas  because  ilr.  Cobden 
thought,  and  thought  justly,  that  the  pr»>tK-r  Avay 
of  acting  on  the  ojiinion  of  Parliament  aa'us 
through  the  opinion  of  the  nation.  All  his  efforts 
had  been  addressed  tOAvards  converting  the  opiniun 
of  the  nation — toAvards  teaching  botli  farmers  and 
manufacturers  Avhat  the  real  interests  of  the  com- 
munity upon  this  subject  Avere,  and  considering 
the  time  in  Avhicli  this  gieat  change  of  opinion 
had  been  attempted,  he  must  say,  that  his  success 
appeared  to  him  almost  miraculous.” 

Tiic  eye.s  of  the  country  AA’cre  uoav  turned  upon 
the  League,  aud  great  anxiety  AA^as  felt  to  know 
Avhat  it  Avould  do,  now  that  its  ostensible  purpose 
I Avas  accomplished.  There  liad  been  ouc,  aud 
one  oidy,  similar  as.sociation,  that  for  the  repeal 
of  the  laAA'.s  against  the  Romau  Catholics.  ^Ir, 
Cobden  Avas  uoav  iu  the  position  of  O'Connell. 
But  the  Catholic  Association  had  set  a baneful 
example.  When  its  purpose  Avas  accoinplisbed  it 
should  have  been  dissolved.  But  such  had  not 
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been  the  case.  For  many  years  its  loader  had 
kept  the  country  in  continuous  tunnoil  and  agita- 
tion for  an  insincere  object,  the  Repeal  of  the 
Union.  O'Conneirs  agitation,  laudable  in  its  com- 
mencement, had  degenerated  for  many  years  into 
a hollow  hy))ocrisy,  with  no  real  object  but  to 
collect  an  annuity  for  himself.  It  was  feared  that 
the  League  might  follow  this  example,  and  having 
obtained  the  repeal  of  the  obnoxious  laws,  might 
employ  its  gigantic  power  in  furthering  organic 
changes  in  the  constitution  of  the  country. 

Rut  it  lost  no  time  in  belying  these  prognosti- 
cations, and  in  indicating  its  constitutional  and 
disinterested  character.  On  the  2nd  July,  the 
final  meeting  of  the  council  of  the  league  took 
place  at  Manchester,  and  was  attended  by  500 
members  from  all  parts  of  the  Country.  The 
chairman,  Mr.  George  IVilsoii,  gave  a sketch  of  its 
history,  and  then  Mr.  Cobden  came  forward  and 
in  a solemn  speech  moved  the  suspension  of  the 
active  operations  of  the  League,  which  was 
seconded  by  Mr.  Bright.  Subscribers  to  the 
£250,000  fund  were  released  from  payment  after 
their  first  instalment,  and  the  executive  Council 
were  empowered  to  resuscitate  it  if  the  Protec- 
tionist party  should  make  any  serious  effort  to 
restore  protection,  Mr.  Cobden  then  detailed  the 
labors  of  the  chief  members  of  the  council,  Mr. 
Wilson,  the  Chairman,  had  attended  1361 
meetings  of  the  council;  Mr.  Prentice,  1127, 
Mr.  Samuel  Lees,  863,  !Mr.  Rawson,  601,  3Ir. 
T.  Woolley,  485,  Mr.  W.  Bickham,  474,  Mr. 
W.  Evaus^  444,  Mr.  Henry  Rawson,  258.  Mr. 
Cobden  then  said  that  these  gentlemen  deserved 
some  testimonial  for  their  services.  The  Chairman, 
though  first  offered  £500,  and  then  £1,000  a year, 
had  always  refused  to  receive  a farthing  of  re- 
nunieratiou.  He  in*o}>osed  that  a sum  of  not  less 
than  £10,000  should  be  presented  to  him  out  of 
the  funds  of  the  League.  The  motion  was 
carried  unanimously,  with  shouts  of  applause.  A 
committee  was  also  appointed  to  consider  and 
decide  upon  a testimonial  to  the  other  gentlemen 
named  by  Mr.  Cobden.  It  was  resolved  that  a 
tea  and  coffee  silver  service  of  240  ounces,  should 
be  presented  to  each.  The  chairman  then  said, 
“As  no  other  gentleman  has  anything  to  address 
to  this  meeting,  it  is  now  my  duty  to  say  tliat  the 
Anti-Corn-Law  League  stands  conditionally  dis- 
solved ; ’*  an  announcement  which  was  received 
with  solemn  silence. 

Suitable  and  well  deserved  rewards  had  been 
presented  to  the  chairman,  and  several  of  the 
most  active  members  of  the  council.  But  no 
mention  had  been  made  of  the  two  w'ho  were  best 
know  n to  the  public,  Mr.  Cobden  and  Mr.  Bright. 
A spontaneous  subscription  among  the  Free 
Traders  of  the  country  ]>resented  Mr.  Cobden  with 
£75,000,  and  Mr.  Bright  with  a valuable  library. 

Such  is  a short  and  very  meagre  sketch,  bit 
unfortunately  such  a one  only  is  computable  with 
our  limits,  ^ this  memorable  event.  There  is 
scarcely  anything  more  remarkable  in  the  history 
of  this  country,  or  in  that  of  any  other,  than  the 
rise  of  this  movement  in  a small  room  over  a stable 
in  Manchester,  its  rapid  progi*ess,  tlie  constitution- 
ality and  the  moderation  of  its  course,  its  marvellous 
success,  and  the  transcendant  influence  it  is  here- 
after destined  to  exercise  over  the  happiness  of 
nations.  Although  w^e  have  of  course  been  obliged 
to  select  the  oue  name  which,  by  universal  consent, 
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stood  as  the  most  illustrious  of  the  association, 
with  whom  to  connect  it,  there  were  hosts  of  others, 
each  admirable  in  his  own  way,  who  bore  a con- 
spicuous part  in  its  success.  But  in  the  general 
history  of  a campaign,  w'here  all  have  done  nobly, 
the  nanies  of  each  individual  officer  cannot  be 
specified.  But  the  three  volumes  of  the  League 
newspaper  are  an  imperishable  record  of  their 
services.  Englishmen  are  in  the  habit  of  regarding 
with  Just  pride  the  history  of  the  seven  years  of 
the  Peninsular  War,  as  recorded  by  Kapier.  His 
volumes  no  doubt  are  a glorious  monument  of  the 
bravery,  the  firmness,  the  endurance  and  the  per- 
severance of  the  people  of  this  country  under 
overwhelming  difficulties.  But  w'e  will  venture 
to  say  tiiat  the  history  of  the  seven  years’  contest 
of  the  League  is  a monument  in  every  w'ay  as  well 
deserving  our  admiration.  As  a record  of  fervent, 
rational,  and  convincing  eloquence  enlisted  on 
behalf  of  a righteous  and  beneficent  cause,  it  is  one 
of  the  noblest  monuments  of  the  human  race. 

It  has  often  been  mentioned  in  detraction  of  the 
members  of  the  League,  that  tliey  were  fighting 
for  their  own  selfish  interests.  It  is  scarcely 
worth  w hile  to  notice  such  a flimsy  charge.  The 
same  thingmight  besaid of every oncwhostruggles 
to  free  himself  from  an  unjust  oppression.  If 
they  had  sought  to  impose  restraints  on  others  there 
might  have  been  good  ground  for  such  a charge. 
But  they  were  only  determined  to  free  themselves 
from  burdens  imposed  by  others.  The  interests  of 
the  League  were  the  interests  of  the  human  race. 
And  tluTein  lay  the  secret  of  their  success.  It 
was  not  the  mere  eloquence  of  Cobden,  nor  the 
treason  of  Peel,  which  insured  the  triumph  of 
Free  Trade.  As  a mere  popular  agitator  O’Con- 
nell wa-i  far  more  formidable  than  Cobden,  aiul 
yet,  w'ht*n  his  eloquence  w'as  employed  on  behalf 
of  a hollow  cause,  it  sank  beneath  general  con- 
tempt. But  the  success  of  the  League  is  a me- 
njorable  example  of  the  innate  power  of  truth, 
W'hen  al  lowed  the  inestimable  advantage  of  free  dis- 
cussion, to  wiu  its  way  against  the  most  powerful 
prejudices  and  interests.  And  every  one  knows  that 
the  removal  of  protection  has  been  of  the  greatest 
possible  benefit  to  agriculture  itself.  Never  at 
any  time  has  agriculture  made  such  progix*ss  as 
since  the  repeal  of  the  corn  laws.  The  dismal 
forebodings  of  the  protectionists  have  been  com- 
pletely falsified.  Instead  of  capital  being  with- 
drawn from  fanning,  it  has  rapidly  poui*ed  into  it. 
Nor  is  it  only  in  a commercial  view  that  Free 
Trade  has  been  beneficial.  There  can  be  little 
doubt  that  if  the  coutiuental  revolutions  of  1848 
I had  come  upon  us  with  the  corn  laws  unrepcaled, 
the  lOtli  of  April  of  that  year  w'ould  have  ended 
in  a very  different  way  to  what  it  did. 

The  superhuman  exertions  of  Mr.  Cobden 
rendered  considerable  repose  necessary  after  the 
exciting  scenes  of  the  great  Corn  Law  victory. 
He  then  made  a tour  in  France,  Spain,  and  Italy. 
It  was  more  like  a triumphal  progress  than  any- 
thing else ; every  great  town  invited  him  to  a 
public  banquet.  At  the  dissolution  of  1847,  lie 
Avas  returned  spontaneously  by  the  AVest  Riding 
of  Yorkshire,  for  which  he  sat  till  1857.  He 
then  ret  ired  from  public  life  for  a year  or  tAvo, 
and  Avas  elected  for  Rochdale  in  May,  1859. 

Mr.  Cobden  lias  recently  been  engaged  on  the 
part  of  England  in  negotiating  a commercial 
treaty  Avitb  France,  wiiicli  will  for  ever  break 
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doAATi  the  barriers  of  its  prohibitive  policy,  and  | 
though  no  doubt  not  so  liberal  as  might  be  de- 
sired, is  yet  an  immense  stride  in  the  direction 
of  Five  Trade. 

We  may  perhaps  be  permitted  to  remark  that 
the  repeal  of  the  Corn  Lhaa's  in  1846,  ought  to 
mark  an  era,  not  only  in  tlie  histnry  of  the  world, 
but  in  the  science  of  Political  Economy.  It  is 
(tftcii  suppo.sed  that  the  cstablUliment  of  Free 
Trade  is  the  Avhole  end  and  object  of  the  Science 
of  Political  Economy.  But  tiiat  is  a very  great 
mistake  indeed.  It,  in  fact,  only  clears  the  ground 
and  removes  obstructions  from  the  erection  of  the 
Science. 

It  Avould  be  a very  interesting  inquiry  to  de- 
termine Avhat  the  real  effect  of  Adam  Smith’s 
Avork  has  been  in  the  repeal  of  the  Corn  LaAvs  ? 
Is  it  not  Avithin  the  range  of  possibility  that  the 
League  might  have  exL'ited,  and  procured  the 
establishment  of  Free  Trade,  Avithout  Adam 
Smith  having  Avritteii  at  all  ? Is  it  not  possible 
that  the  practical  evils  of  the  Corn  LaAvs  AA'oiiId 
have  forced  tliemselws  upon  the  kecn-eyed  manu- 
facturers Avitliout  any  teaching  ? At  all  ewiits, 
the  rejieal  of  the  Corn  LaAvs  is  the  JIausoleum  of 
the  Wealth  of  Nations,  If  the  repeal  of  the 
Corn  Laws  be  really  due  to  that  AVork,  then  no 
doubt  Adam  Smith  aaHI  rank  as  one  of  the 
greatest  benefactors  to  tlie  human  race.  But  it 
is  not  permitted  to  any  man,  hoAvever  illustrious, 
to  arrest  the  tide  of  science.  During  the  heat, 
the  turmoil,  and  the  dust  of  the  battle,  to  estab- 
lish a great  practical  principle,  there  is  little  time 
to  attend  to  the  niceties  of  language,  and  the 
exact  exiiressioiis  of  science.  But  uoav  that  the 
givat  victory  is  Avon,  and  men  are  enabled  to  sit 
down  in  a quiet,  inquiring  spirit,  the  time  has 
come  for  a complete,  calm,  and  deliberate  resurvey 
of  the  Avhole  science.  The  destruction  of  pro- 
tection is  the  first  fruits  of  the  struggles  of  the 
infant  science,  and  not  its  termination.  The  de- 
finition of  the  science  Avhich  has  received  the 
sanction  of  the  highest  authorities  of  modern 
times  is,  that  it  is  the  science  Avhich  treats  of  the 
exchangeable  relations  of  quantities^  in  which  a 
state  of  free  exchange  is  presupposed. 

Noav  every  one  Avho  has  studied  the  science 
know's  perfectly  wvll,  that  though  economists  of 
all  schools  arc  thoroughly  united  in  the  doctrine 
of  Free  Trade,  yet  that  the  science  itself  is  in  a 
most  lamentable  state.  There  is  not  a single  de- 
finition, or  gencraUaAv  in  it,  Avhich  is  not  the  sub- 
ject of  the  warmest  controversies  ; and  there  are 
scarcely  any  in  Avliich  any  Iaa'o  economists  agree. 
Is  this  a creditable  state  of  things  ? Is  it  inevit- 
able, and  inherent  in  the  nature  of  the  tiling 
itself?  AVe  answer,  certainly  not.  AAv  say  that 
it  is  as  certainly  possible  to  settle  the  definitions 
and  axioms  of  Political  Economy,  as  those  of  any 
other  science  Avhatever.  But  it  is  necessary  to 
set  about  it  in  the  same  Avay.  The  immortal 
discoverers  and  founders  of  the  different  physical 
sciences  have  left  us  sure  and  certain  models  to 
guide  us  hoAv  a science  should  be  formed.  There 
is  no  oue  conversant  AV'ith  their  early  history  Avho 
can  fail  to  see  that  their  early  progress  was  beset 
Avith  controversies,  presenting  the  most  striking 
analogies  to  those  Avliich  noAv  unhappily  divide 
Economists.  And  w'e  say  that  there  is  no  con- 
troversy nOAv  existing  among  economists  regarding 
the  definitions  and  axioms  of  their  science,  avIucU 


cannot  be  conclusively  settled  by  the  analogy  of 
some  Controversy  in  some  pliysical  science. 

The  time  has  uoav  come,  then,  for  the  birth  of 
a UOAV  science  of  Political  Economy,  in  which  all 
its  definitions  and  all  its  axioms  sliall  be  suc- 
cessively .subjected  to  the  searching  and  well 
settled  UiAvsof  Inductive  Logic,  and  it  Avill  thou 
take  rank  as  an  exact  science. 

AVhen  tliis  is  done  it  Avill  be  found  that  much 
of  Avhat  passes  current  in  books  as  established 
truth  is  mere  delusion,  and  much  that  issuppostMl 
to  be  paradoxical  Avill  be  sUcavu  to  be  undoubted 
truth. 

England^  Ireland^  and  America,  London, 
1835. 

1793  and  1853,  in  three  letters,  London,  1853. 

How  wars  are  got  up  in  India,  London,  1853. 

What  Jiext^  and  next  f London,  1856. 

COCHIN,  JEAN  DENIS  MARIE,  born  in 
1 789.  An  adA’oeate  before  the  Court  of  Cassation. 
Died  ill  1841. 

De  r extinction  de  la  mendicite.  Paris,  1S29. 

Manuel  des  fumlateurs  et  des  directeurs  des 
premieres  ecoles  de  T enfance  conuues  sous  le  nont 
de  suites  dasile,  Paris,  1845. 

COCHRANE,  GEORGE. 

On  the  employment  of  the  poor  in  Great  Britain 
and  Ireland.  Loudon,  1845. 

COCHUT,  P.  A. 

iaic,  son  systeme  et  son  epoque,  Paris,  1853. 

COCK,  S.  ofL  iA'crpool. 

An  examination  of  the  Beport  of  the  Bullion 
Committee,  London,  1810. 

C(ELLN,  G.  F.  W.  FERDINAND  DE,  born 
in  1766,  in  Lippe.  In  1806  he  W'as  a Judge  of  tlie 
Court  of  Accounts,  Avheu  tlie  French  occupied 
Berlin,  Avhich  office  he  was  obliged  to  re.<igii.  He 
spent  his  leisure  in  wu-iting  AAorks  on  financial 
questions.  He  was  aftcrAA-ards  recalled  and  ap- 
pointed to  a place  in  the  office  of  Prince  Hardeu- 
berg.  He  died  13th  January,  1820. 

Die  neue  Staatsweisheit,  Berlin,  181*2. 

Materialen  fur  die  preussische  staatsicirthschafl- 
liche  Gesetzgeburg,  Leipsig,  1811. 
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COESSIN,  P.  G.  A socialist  writer,  bora  in 
1782,  and  died  in  1842. 

Les  neuf  Ucres^  suiri  de  la  iheorie  de  renrahissr- 
ment  et  dun  aper^oi  general  de  la  theorie  des 
formes  sociales,  Paris,  1809. 

COFFINIERES,  ANT.  SIMEON  GABRIEL 

born  in  1786.  Doctor  of  Luaa's,  and  an  advocate 
before  the  Court  of  Cassation. 

I)e  la  bourse  et  des  sptxulatioiis  sur  les  ejfets 
publics.  Paris,  1 824. 

Etiules  sur  le  budget.,  et  speciahment  surVim- 
pot  fonder,  Paris,  1848. 

COHEN,  BERNARD. 

Comjtendium  of  finance.,  London,  1822. 

Supplement  to  the  Bh  edition  of  Fair  man  on  the 
: Funds.  London,  1827, 
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Description  ^eni'rnlc  des  monnaies  dc  la  llcpnh- 
lifpte  llomaim\  communement  ap]ieUes  Meduillcs 
Consnlaires,  Louilros,  1 857. 

COIGNET,  FRANSOIS, 

Reforine  du  credit  et  da  commerce.  Piu  is,  1 849. 

COIN- 

Ahmit  mending  the  coyn,  Loiulon,  1C95. 

COINAGE. 

Decimal  Coinage;  n short  and  e(fsy  method  <ff 
changing  the  present  currency  into  the  decimal 
system.  London,  1854. 

Decimal  Coinage;  what  it  ought.,  and  what  it 
ought  not  to  be.  Loudon,  1854. 

COINAGE.  ^lost  nation?,  even  the  rudest, 
have  felt  the  advantage  of  employing  some  sub- 
stance to  perform  the  functions  of  a currency. 
Lender  tlie  article  Curbenct,  we  luive  noticed 
most  of  the  substances  which  have  been  used  for 
this  purpose  by  ditl'ereut  nations.  A metal,  how- 
ever, of  some  sort  has  been  found  to  possess  the 
greatest  advantages,  and  of  these,  gold,  silver,  and 
copper,  Iiave  been  chiefly  preferred. 

Gold  and  silver,  however,  in  a perfectly  pure 
state  arc  too  soft  to  be  used  for  this  purpose,  and 
it  is  neccssai'v  to  mix  some  other  metal  with  them 
t(>  harden  them,  which  is  called  alloy.  a 
chemical  law,  Avlienever  two  metals  are  mixed 
together,  the  compound  is  harder  than  either  of 
tiiein  in  a pure  state. 

2.  AV'iieu  g(»ld  and  silver  arc  in  the  mass,  they 
.nre  called  BrnLiox,  which,  of  course,  may  be  of 
ditterciit  dcgi'ees  of  tiueness.  liut  as  tlie  laws  of  | 
all  countries  in  which  bullion  is  coined  into  money  I 
define  tlie  ipiantity  of  alloy  to  be  mixed  M’ith  the 
]mre  metal,  we  shall  in  this  article  use  the  word 
Bullion  to  mean  gold,  or  silver,  in  the  mass, 
mixed  with  such  a proportion  of  alloy  as  is  ordered 
by  law,  so  as  to  be  tit  to  be  coined. 

3.  Some  nations  have  used  Bullion  as  a cir- 
culating medium ; but  the  merchants  of  those 
nations  wore  obliged  to  carry  about  with  them 
scales  and  weiglits  to  weigh  out  the  bullion  on 
each  occasion.  This  was  usual  among  the  Jews, 
In  some  countries  it  is  necessary  both  to  weigh  and  ; 
assay  the  bullion  at  each  operation,  mIucIi  of 
course  is  a gi'eat  impediment  to  commerce. 

Other  nations  adopt  a more  conveuient  prac-  | 
tice.  Tliey'  divide  the  bullion  into  pieces  of  a 
certain  deflnite  M’eight,  and  affix  some  public 
stamp  upon  it  to  certify  to  the  public  that  these 
])ieces  are  of  a certain  flxed  weight  and  fineness, 
and  they  give  them  certain  names,  by  which  they 
are  commonly  known. 

These  pieces  of  bullion  with  a public  stamp 
upon  them  to  certify  their  weiglil  and  fluencss, 
and  called  by  a ]mblicly  recognized  name,  and 
intended  to  be  used  for  the  purposes  of  commerce 
without  further  examination,  are  called  Coins, 

4.  It  may  almost  appear  superfluous  to  remark 
that  this  stamp,  or  certificate,  in  no  way  affects 
the  value  of  the  metal,  or  the  quantity  of  things 
it  will  exchange  for.  Its  only  object  is  to  save 
the  trouble  of  weighing  and  assaying  the  bullion 
in  commercial  transactions.  Nor  can  the/uz/y^cof 
the  coin  in  any  way  affect  its  value*  Values,  it  is 


; true,  ar<'  estimated  in  the  number  of  these  pieces 
I of  bullion  or  coins,  but  it  is  perfectly  clear  that 
it  is  uccesarily  implied  in  the  bargain  that  these 
I coins  contain  a certain  definite  quantity  of  bullion. 

! 5.  Nevertheless, although thisseerassoperfectly 

' clear,  it  is  a confusion  on  this  point,  which  is  at 
the  root  of  all  the  extravagancies  of  the  currency 
question,  which  have  so  long  vexed  the  public 
j ear.  They  almost  all  arise  from  coufoumliug  tlie 
: nmne^  or  denomination  of  a coin,  with  its  value,  its 
name  Avith  its  purchasing  poAver;  and  from  sup- 
posing that  if  the  legislature  chose  to  call  a 
shilling  a pound,  that  therefore  a shilling  Avould 
I liaA'c  the  value  of  a pound.  x\.iiy  one  who  Avill 
brand  on  his  mind  the  simple  principle,  that 
although  the  stamp  gives  the  coin  currency,  it  is 
the  AA'eight  of  bullion  alone  Avliich  gives  it  value, 

I Avill  be  able  to  steer  his  course  safely  through  all  the 
shoals  and  quicksands  of  monetary  controversies. 

We  shall  see  a little  further  on,  that  calling 
the  reader’s  attentiou  to  tliese  self-evident  truths, 
is  not  so  superfluous  as  it  may  appear  at  present. 

6.  It  is  also  perfectly  evident  that  if  this  pro- 
cess of  stamping  bullion,  and  so  turning  it  into 

1 coin,  is  done  free  of  all  expense,  at  the  Avill  of  any 
I one  Avho  chooses  to  present  bullion  and  demand 
' to  luiA'e  it  stamped,  and  also  without  any  delay, 
the  value  of  the  metal  as  bullion  must  be  exactly 
the  saiiii'  as  the  value  of  the  metal  as  coin. 

If,  however,  a charge  is  made  for  the  Avorkman- 
sliip,  or  if  any  tax  is  levied  on  changing  the  metal 
from  oil'*  form  into  the  otlier,  or  if  a delay  takes 
place  in  doing  so,  there  will  be  a ditfereiice  betAveeu 
the  value  of  tlic  metal  as  bullion  and  as  coin,  and 
this  diflerence  Avill  manifestly  be  the  charge  for 
the  Avorkmanship,  the  amount  of  the  tax,  and 
quantity  of  interest  accruing  during  the  period  of 
delay. 

These,  lioAvcver,  are  all  fixed,  or  constant 
quantities,  Avhicli  may  be  ascertained,  aud  they 
form  the  limits  of  the  variation  of  the  value  of  the 
metal  in  one  form,  from  its  value  in  the  other. 

7.  In  the  following  remarks  Ave  shall  assume 
that  there  is  no  cliai’ge  for  the  Avorkmanship  of 
coining,  no  tax  upon  It,  aud  no  delay  in  doing  it, 
no  obstruction  in  sliort  of  any  sort  to  changing  the 
metal  from  one  form  to  another. 

If  in  any  particular  cases  obstructions  should 
occur,  of  course  the  necessary  corrections  must 
be  made  tlirougliout  the  course  of  the  following 
reasonings. 

Upon  the  assumptions,  then,  above  stated,  Ave 
have  this  fundamental  principle  of  the  coinage: — 

Any  fj  Uautity  of  metal  in  the  form  of  Bullion 
must  he  exactly  of  the  same  value  a.s  the  same 
quantity  of  metal  in  the  form  of  coin. 

8.  Noaa',  as  the  very  purpose  of  coining  is  to 
certify  that  tlie  pieces  of  bullion  are  of  a certain 
definite  weight  and  fineness,  it  is  evident  that  any 
fixed  <iuaiitity  of  bullion,  as  a pound  weight,  must 
alAvavs  be  divided  into  a fixed  number  of  coins. 

The  number  of  coim  into  which  a given  quantity 
of  Bidhon  is  divided,  is  called  the  Mint  Price  of 
that  quantity  of  Bullion, 

9.  It  is  perfectly  clear,  then,  that  the 
Price  of  Bullion  is  a fixed  quantity,  it  can  by  no 
])Ossibility  A'ary,  until  the  same  quantity  of  bullion 
is  coined  into  a different  number  of  coins. 

To  alter  the  Mint  Price  of  Bullion  is  merely  an 
expression  which  means  an  alteration  in  the  standard 
weight  of  the  coinage. 
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10.  To  suppose  that  the  Mint  Price  of  Bullion 
could  A'ary  is  manifestly  as  great  an  error  as  to 
siqqiose  that  a hmnlred-weight  of  sugar  can  lie  a 
difiV‘reut  Aveight  from  112  sejiaratc  pounds  Aveight 
of  sugar,  or  that  any  ([uautity  of  Aviiie  in  a hogs- 
head could  he  different  in  <piaiitity  from  the  same 
quantity  of  Aviue  in  bottles,  or  that  a loaf  of  bread 
could  alter  its  AA'ciglit  by  being  cut  up  into 
slices. 

11.  Noav  the  original  measure  of  A'aliie  in 
France,  England,  and  Scotland,  Avas  the  pound 
AA'cight  of  silver  bullion.  No  coin,  hoAA'CA’er,  of 
this  actual  AA'eight  Avas  ever  struck  But  the 
pound  AA'eight  of  bullion  was  divided  into  240 
coins  called  pence.  Taa'cIvo  of  these  pence  were 
called  a shilling  or  solidus,  and  therefore  tAventy 
sliillings  or  solidi,  made  a pound.  These  240  j 
lienee  actually  AA'eighed  a pound  of  bullion. 

Noav  let  us  denote  the  pound  weight  of  metal 
in  the  form  of  bullion  b}'  the  symbol  — lb.,  and 
the  pound  Aveight  of  metal  in  the  form  of  coin  by 
tlie  symbol  — £.  Then  aa'C  have  : — 

240  pence  = 20  shillings  = 1 £ — I lb. 

Noav  it  is  perfectly  clear  that  if  tlie  pound 
AA'eight  of  bullion  Avere  divided  into  a greater 
number  of  pieces  than  240,  tliat  greater  number 
Avould  still  be  equal  to  the  pound  AA'eight,  aud  if 
Ave  denoted  by  the  symbol  £,  240  pieces,  or  pence, 
irrespectiA'c  of  their  Aveight,  aa'c  should  have  the 
1 lb.  equal  to  1 £,  4-  the  number  of  pieces  above 
240. 

12.  Noav  this  is  AA’liat  has  been  done  in  tlie 
coinage  of  all  tlie  three  countries  above  mentioned. 
The  sovereigns  of  tliese  countries  were  frequently 
in  want  of  money  to  pursue  their  various  extrava- 
gancies, and  as  they  could  not  make  more  money, 
they  adopted  the  fraudulent  and  surrejititious 
plan  of  cutting  the  pound  AA'eight  of  bullion  into 
a greater  number  of  pieces,  but  they  still  called 

• them  by  the  same  name.  By  this  means  tliey 
gained  an  illusory  augmentation  of  wealth.  As 
tlu*y  could  not  multiply  the  quantity  of  the  metal, 
they  at  various  periods  falsified  the  certificate. 
AVIiile  they  still  called  their  coins  by  the  same 
name,  they  diminished  the  quantity  of  bullion  in 
them,  and  so  coined  more  than  the  original  num- 
ber of  lienee  out  of  a pound  weight  of  bullion. 

The  consequence  of  this  was  very  manifest. 
As  240  pence  Avere  still  called  a pound  or  £,  in 
nnmey,  AvIiatCA'er  their  weight  was,  and  as  more 
tlian  240  pence  were  coined  out  of  a pound  of 
bullion,  the  £,  or  pound  of  money,  began  to  A'ary 
from  the  lb.,  or  pound  of  bullion.  This  falsifica-  , 
tioii  of  the  certificate  increased  till  the  time  of  i 
Elizabetli,  when  instead  of  240  pence,  or  20  shil-  j 
lings,  being  coined  out  of  the  pound  weight  of 
bullion,  no  less  than  02  shillings,  or  744  pence,  I 
AA'ere  coined  out  of  it.  Then  aa'c  have  manifestly 
744  pence  = 02  shillings  = £3  2s  = 1 lb. 

Noav  as  there  are  12  ounces  in  one  iiound 
weight  of  bullion,  it  is  cA'ident  that  each  ounce 
of  bullion  was  coined  into  02  pence,  and  hence 
as  the  value  of  bullion  is  measured  by  the  ounce’  ' 
the  Mint  Price  of  silver  Avas  said  to  be  5s.  2d.  the  ! 
ounce. 

13.  Afterwards  gold  Ava.s  used  as  a measure  of 
value,  coiicurreiitly  Avith  silver,  ami  gold  pieces 
Avere  struck  and  made  to  pass  current  as  nearly  I 
as  could  be  done  at  the  value  corresixnidiug  to  I 
the  market  values  of  gold  and  silver.  4'hus  there  ' 
Avas  for  a considerable  time  a double  standard.  | 
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I 14.  The  celebrated  Locke,  IioAvcA'Cr,  had 
i iiointed  out  (Locke),  that  a double  staiuhird  Avas 
I improper,  and  that  there  ought  to  be  only  one 
standanl  in  a country.  Sir  Is.aac  NcAvtoii  also 
I pointed  out  in  171 7,  (Newton)  that  the  coins 
t were  then  imi>roperlv  rated  according  to  the 
' market  value  of  gold  and  silver,  and  that  the 
j effect  of  this  AA'ould  necessarily  be  to  drive  siK'er 
I out  of  circulation.  In  consequence  of  hi.s  re]irc- 
I seiitations,  the  value  of  the  gold  coin  Avas  reduce<l, 

I but  not  to  a sufficient  extent,  ami  the  consequence 
f AA'hich  he  jiredicted  took  place.  In  consmiueiice 
of  gold,  in  coin,  being  still  OA*errated  in  com- 
parison AA'ith  its  relatiA'e  market  value  to  sih*er, 
merchants  during  the  course  of  the  last  century 
adopted  tlie  universal  custom  of  paying  their  bills 
in  gold  coin  in  preference  to  silver,  and  thus  gold 
became  gradually  to  be  considered  as  the  measure 
of  value  in  England. 

15.  In  181ti,  this  custom  was  adopted  as  the 
laAA',  aud  gold  Avas  declared  to  be  the  only  legal 
measure  of  value,  and  the  pound,  the  legal  tender 
or  measure  of  value,  became  the  equivalent  in 
gold  of  20s.  in  silver. 

The  pound  Aveight  of  gold  bullion  was  ordered 
to  be  cut  into  4G  pieces  of  the  A'aliie  of  20s.  or 
£1  each,  avUIi  a piece  over,  equal  to  14-20ths  and 
6-12ths  of  l-*20th,  or  the  IMint  Price  of  1 lb.  of 
gold  Avas  fixed  at  £46  1 4s.  6d. 

But  as  the  value  of  gold  is  estimated  by 
the  ounce,  the  Mint  Price  of  gold  is  fixed  at 
£3  17s.  lO^d.  per  ounce,  and  as  long  as  the  coins 
are  ordered  to  be  coined  of  the  same  Aveight,  the 
Mint  Price  cannot  vary. 

16.  Until  recent  times,  Avlien  more  attention 
has  been  paid  to  the  state  of  the  coinage,  these 
coins  might  circulate  for  a considerable  time  in  a 
country,  and  lose  mucli  of  their  Aveight,  AA'itliout 
losing  their  value.  People  AA'ere  so  accustomed  to 
attach  a certain  A*alue  to  the  sight  of  a particular 
coin,  that  unless  they  AA'ere  money  dealers  they 
did  not  stop  to  inquire  too  curiously  Avliether  it 
Avas  exactly  of  the  proper  Aveight  or  not.  In  fact, 
Avhen  a coinage  has  been  some  time  in  use,  few 
people  knoAv  Avhat  the  legal  weights  of  the  coins 
are.  Many,  for  instance,  do  not  associate  the 
idea  of  a pound  with  any  particular  Aveiglit  of 
bullion,  and  thus,  in  exchange  for  commodities 
and  services,  coins  may  pass  at  their  nominal 
value  for  a considerable  time  after  they  haA*e  lost 
much  of  tlieir  Aveight.  Thus  Shakesiieare  says, 

C Cymbeline,  Act  v..  Sc.  \y.) 

“’Tween  man  and  man,  they  weigh  not  CA'erj*  stamp, 
Though  liglit,  take  pieces  tor  tlie  figure's  sake.” 

When  coin  has  been  some  time  in  circulation, 
it  must  necessarily  lose  much  of  its  weight  from 
the  Avear  aud  tear  of  circulation,  ev'en  if  it  be  not 
subjected  to  any  bad  practices,  such  as  clipping, 
Avliich  used  to  proceed  to  a great  extent  in  this 
country  formerly,  as  Avill  be  shi*AA'n  a little  further 
on.  So  late  as  1816,  Avhen  the  last  great  reforma- 
tion of  the  coinage  took  place  in  England,  the 
greater  part  of  the  metallic  circulating  medium 
Avas  nothing  but  a thin  Avafer  of  silver,  from  AvhicIi 
all  traces  of  an  impression  had  long  since  vanisheii, 
and  it  Avas  reduced  to  scarcely  more  than  half  its 
legal  weight. 

17.  Coins  might  circulate  in  a country  for  some 
time  after  they  hal  lost  some  of  tlieir  weight, 
Avithout  any  jierceptible  change  in  tlieir  value  Avith 
respect  to  ordinary  commerce.  But  Avlien  they 
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wero  given  in  exchfingc  ftn*  bullion  the  ense  would 
be  clitVerent.  As  the  vahio  (►!’  Imllion  is  ineasurvtl 
wi'ight  Ibr  weight  with  the  coins,  it  is  clear  that 
if  the  coins  have  lost  their  weight,  a greater 
number  of  them  must  be  given  to  j)urehasc  any 
amount  of  bullion  than  if  they  are  of  full  Aveight.  | 
'i’hus  if  the  Mint  IVice  of  silver  bullion  be  os. ’2d. 
per  ounce,  or  if  that  be  the  tpiautity  of  coin  into  j 
Avhich  an  ounce  of  silver  bullion  is  cut,  then  if 
the  coins  liave  lost  their  pro]ier  weight  from  any 
cause,  it  is  clear  that  more  than  5s.  2d.  must  be 
given  to  purchase  an  ounce  of  bullion.  It  may 
perhaps  require  Gs.  or  even  more,  to  buy  an 
ounce  of  bullion. 

18.  Kow  the  quantity  of  coin  at  its  full  legal 
weight,  Avhich  is  ecpial  to  a given  AA'cight  of  bul- 
lion, is  called  its  ^Iint  riiicE,  but  the  quatitity 
of  the  current  coin  Avhieh  is  equal  to  it  in  weight 
is  called  the  ^Iarkkt  Erice  ; ami  as,  if  the  coins 
are  diminished  in  weight,  mure  of  them  must  be 
given  than  if  they  are  of  full  Avcight,  the  Mnrhet 
Price  Avill  api»arontly  be  higher  than  the  Mint 
PricCy  and  this  is  called  a rise  of  the  Market 
Price  above  the  Mint  7V/ce. 

This  expression,  however,  has  given  rise  to 
mueh  error.  The  plain  meaning  of  it  clearly  is, 
that  six  of  the  current  coins  are  only  Cipial  to  what 
5s.  2d.  ought  to  be,  whieh  merely  means,  that  the 
current  coinage  is  deficient  by  I-Gth  of  its  legal 
Avoight.  Thus,  in  reality,  Ave  see  that  it  is  per- 
fectly clear  that  tlie  rise  of  the  market  price  is 
due  to  the  DErBEciAxiox  of  the  coinage. 

Hence  Ave  obtain  this  fundamental  hiAv  of  the 
coinage. — When  the  Market  Price  of  Bnllion  rises 
above  the  Mint  Prici\  the  excess  is  the  proof  and 
the  measure  of  the  depreciation  of  the  coinage. 

19.  In  fact,  this  apparent  rise  of  tlie  market 
price  is  due  to  just  the  same  cause  as  has  made 
the  Mint  Trice  of  sih^er  bullion  atiparcntly  rise 
from  £l  in  the  days  of  William  the  Conqueror,  to 
£3  2s.  in  the  present  day.  It  is  merely  that  the 
same  quantity  of  bullion  is  cut  into  a greater  num- 
ber of  pieces,  and  consefincntly  each  piece  must 
be  proportionably  diminished  in  AA'eight,  or  de- 
predated. 

20.  The  market  price  of  bullion  could  never 
fall  beloAV  the  mint  price,  unless  there  Avas  more 
bullion  in  the  coins  than  there  ought  to  be,  and  of 
course  in  such  a case,  the  difference  of  the  market 
Itrice  bcIoAv  the  mint  price,  would  be  the  proof 
and  the  measure  of  the  excess  of  the  coin,  above 
their  legal  weight. 

If  the  coinage  of  a country  fall  into  a degraded 
state  from  long  Avear  and  tear,  and  a iigav  coinage 
of  full  AA'eight  be  issued,  and  alhoved  to  circulate 
along  Avith  it,  one  of  tAvo  effects  must  inevitably 
follow.  Either  those  persons  who  have  commo- 
dities to  sell  Avill  make  a difference  in  the  nominal 
prices  of  articles,  according  as  they  are  paid  in 
the  full  AA'cighted,  or  the  degraded  coin,  that  is, 
the  degi'aded  coin  Avill  be  at  a discount  as  com- 
pared to  the  heavy  coin  ; or  if  there  be  a laAv  to 
prevent  this,  and  to  make  both  pass  at  the  same 
value,  bullion  dealers  Avill  immediately  collect  all 
the  full  Aveighted  coins  they  can,  and  melt  tliem 
down  into  bullion,  or  export  them  ; so  that  the 
ncAV  coinage  Avill  quickly  disapj)ear  from  circula- 
tion. 

21 .  If  persons  in  selling  their  goods  arc  paid  in 
light  coin,  as  they  wish  to  secure  a certain  Aveight  | 
of  bullion  in  exchange  fur  them,  they  avouUI  of  ^ 


course  require  a larger  number  of  the  light  pieces 
than  of  the  heavy  ones,  s(»  that  prices  Avoiihl  ap- 
|)arently  rise  if  paid  in  light  money.  In  such  a 
state  of  things  the  ])rices  of  goods  are,  in  a cer- 
tain sen>e,  fictitious — a number  of  light  pieces  are 
presumed  to  have  the  same  value  as  the  same 
number  of  heav'y  ones.  The  Aveighl  ot  bullion 
given  in  exchange  for  commodities  is  expressed 
in  a greater  number  of  figures  than  it  ought  to  be, 
ami  if  the  hnv  prevents  any  ditVereuce  being  made 
between  heavy  and  light  pieces,  the  same  number 
of  heavy  iiieces  Avill  purchase  no  mure.  This  is 
as  great  an  anomaly  in  commerce  as  it  Avouhl  be 
to  say  in  arithmetic  that  three  Avereefiual  to  four. 
Hut  the  consequence  is  very  plain.  If  four  piwes 
of  coin  Avill  only  purchase  as  many  commodities 
as  three  ought  to  do,  no  one  Avill  turn  bullion  into 
coin  at  so  great  a disadvantage.  On  the  contrary, 
as  bullion  avouUI  diminish  so  much  in  value,  it 
Avould  be  sent  to  other  countries,  Avhere  it  avouUI 
purchase  a greater  amount  of  commodities. 
Moreover,  as  cA'ery  one  avouUI  try  to  pay  his  debts 
in  the  cheapest  medium,  or  at  the  least  expense 
tohims'df,  it  is  evident  that  he  Avould  always  try 
to  pay  them  in  the  worst  coins  in  circuhitiiui,  ami 
he  Avould  either  hoard  the  good  coins,  or  send  them 
to  foreign  countries. 

22.  These  considerations  lead  ns  tea  funda- 
mental and  universal  Uiav  in  Political  U^conomy, 
which  has  been  found  to  be  true  in  all  countries 
and  ages — That  bad  money  drives  out  good  money 
from  circulation.  Or  as  it  is  expressed  in  ail 
anonymous  pamphlet,  A reply  to  the  Defence  of 
the  Banh^  setting  forth  the  unreasonableness  <f 
their  stow  payments,  Loudon,  1G9G.  (Bankin<; 
Works,  p.  154)  : — 

When  two  sorts  of  coin  arc  current  in  the  same 
nation  of  like  value  by  denomination^  hut  nnt  in- 
strinsirally^  that  which  has  the  least  value  will  he 
current^  and  the  other  as  much  as  possible  will  he 
hairdi  df  or  exported,  Avemay  add. 

The  fact  of  the  disappearance  of  good  coin  in 
the  presence  of  bad  Avas  noticed  by  Aristophanes, 
(Aristophanes)  and  was  long  the  puzzle  of 
financiers  and  statesmen,  aa'Iio  continued  to  issue 
good  coin  fi’om  the  :Miut,  and  Avere  greatly  per- 
plexed by  its  immediate  disappearance;  till  Sir 
Thomas  Gresham  explained  the  cause  (Gresham), 
Avheme  Ave  have  called  it  Gresham’s  La>v  of 
the  Currency. 

23.  The  very  same  principle  applies,  and  is 
the  real  objection  to  a double  standard,  or  a coin- 
age ill  Avhich  tAvo  metals,  such  as  gold  ami  silver, 
are  Cfiually  adopted  as  legal  tender  to  an  unlimited 
amount.  The  relative  value  of  the  coins  may  be 
accurately  fixed  at  any  one  time  according  to 
the  mai’ket  values  of  gold  and  silver,  but  as  the 
I mai'k'‘t  values  of  these  metals  A'ary,  like  any  other 
commodities,  the  relative  Mint  values  of  tlie  coins 
are  sure  to  get  out  of  adjustment  Avith  the  relatiA'C 
market  A’ahies  of  the  metals,  ami  Avhen  that  is  the 
case  the  one  Avhich  is  underrated  is  sure  to  dis- 
appear from  circulation,  and  the  other  remain. 
It  Avas  this  cause  that  made  gold  become  the  usual 
medium  of  payments  in  England,  and  sih'cr  the 
usual  medium  of  payments  in  France  during  the 
last  century,  as  may  be  seen  further  on  in  this 
article. 

24.  It  is  also  from  the  same  princi] lie  that  a 
paper  currency  is  invariably  found  to  expel  a 
metallic  currency  of  the  same  deiiomiiiatiou  I'roni 
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circulation.  And  to  show  the  generality  of  the 
principle,  Ave  have  seen  (Banking  in  America, 
§391)  that  Avheu  a depreciated  paper  currency 
had  driven  coin  out  of  circulation,  and  a still 
more  depreciated  paper  currency  Avas  issued,  the 
more  depreciated  drove  out  the  less  dtq>reciated 
from  circulation.  (Ccrbexcy,  Taper). 

25.  It  may  perhaps  be  Avorth  Avhile  to  adA'ort 
to  an  error,  Avhich  is  by  no  means  unfrequent. 
Some  Avriters  contend  against  fixing  the  price  of 
gold,  as  it  is  called.  It  is  nOAv  acknoAvIedgcd  by 
every  one  that  it  is  a great  economical  error  to 
attempt  to  fix  the  price  of  any  articles.  Some 
Avriters  contend  that  it  is  an  equal  error  to  fix 
the  price  of  gold.  But  those  avIio  do  so  overlook 
a very  important  consideration.  The  Avord 
“price,”  except  in  the  single  iustance  “Mint 
Trice,"  ahvays  denotes  the  quantity  of  one  article 
which  is  used  as  a raea.sure  which  is  giA'en  for 
another  article  of  a different  nature.  Thus  we 
say  that  the  price  of  a bushel  of  corn  is  6s.,Avheii 
the  silver,  the  sub.stance  of  Avliich  shillings  arc 
composed,  is  of  a different  nature  from  corn.  But 
ill  the  expression  Mint  Price  of  bullion,  it  always 
means  the  value  of  bullion  expressed  in  coin  of 
the  same  metal.  Thus  the  IMint  Price  of  gold 
bullion  means  its  price  expressed  in  gold  coin,  and 
the  Mint  Trice  of  silver  bullion  means  its  price 
expressed  in  silver  coin. 

26.  These  considerations  shew  that  so  long  as 
the  coins  retain  their  full  legal  Avcight,  the  Mar- 
ket Price  of  bullion  can  by  no  possibility  vary 
from  its  Mint  Price.  If  the  laAv  requires  an  ounce 
of  gold  to  be  coined  into  £3  17s.  10^1.,  so  long  as 
the  coins  contain  their  proper  Aveight,  it  can  make 
no  difference  in  the  Market  Price  Avhetlier  gold 
becomes  as  plentiful  as  iron,  or  as  scarce  as  dia- 
monds. For  the  money  always  continues  of  the  I 
same  weight,  whatever  be  the  abundance  or  the 
scarcity  of  bullion.  The  value  of  gold  may  vary 
Avith  respect  to  other  things;  it  may  purchase 
more  or  less  bread,  or  meat,  or  clothes,  or  any- 
thing else  at  one  time  than  another,  but  it  is  ab- 
solutely impossible  that  its  value  in  bullion  can 
differ  from  its  value  in  coin.  To  suppose  that 
it  could,  Avould  be  as  irrational  as  to  siqqR*se 
that  because  bread  became  very  abiuulant  or  very 
scarce,  a loaf  of  bread  could  differ  from  itself  in 
AA'eight  Avheii  cut  up  into  slices,  or  a cask  of 
wiue  differ  from  itself  Avheii  draAvu  off  into 
bottles, 

27.  As,  hoAvever,  gold  and  silver  vary  in  Amine 
Avith  respect  to  each  other,  and  this  \*ariation  may 
proceed,  nominally  at  least,  cither  from  a dimi- 
nution in  A'alue  of  one  metal  (Dimisctiox  in 
Vaeue),  or  from  a depreciation  of  the  coinage 
(Depreciation),  avc  are  enabled  to  devise  a test 
by  Avhich  to  decide  to  AV'hich  of  these  circum- 
stances it  is  due.  Thus  iu  the  reign  of  AVilliam 
III.,  guineas  rose  to  28s.  and  30s.,  andsiB'er  bul- 
lion rose  at  the  same  time  to  7s.  an  ounce,  one 
party  stoutly  contended  that  this  Avas  due  to  the 
scarcity  of  sih'er.  Noav  this  argument  AA*as  ab- 
surd on  the  face  of  it,  because  if  silver  had  been 
extremely  scarce  as  compared  to  gold,  it  is  ]ter- 
fectly  clear  that  silver  avuuUI  have  risen  as  com- 
pared to  gold  and  not  fallen.  That  is,  guineas 
Avould  have  sold  for  less  than  22s.  and  not  more. 
From  the  figures  given  aboA'c,  this  argument  Avas 
manifestly  self-contradictory,  because  as  com- 
pared Avitli  gold,  silver  had  apparoully  fallen  in 
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value,  and  as  compared  Avith  siU'cr  money,  it  had 
apparently  risen  in  A'ulue, 

28.  Noav  it  is  quite  clear  that  a diminution  in 
value  of  the  coin  cannot  be  foIIoAved  by  any  dif- 
ference between  tlie  Market  and  the  Mint  Price 
of  bullion.  By  tlie  meaning  of  the  Avords  “^lint 
Price,"  hoAvever  plentiful,  or  hoAvever  scarce,  gold 
may  be,  an  ounce  of  it  iu  coin  must  ahvays  be 
equal  in  value  to  au  ounce  of  it  in  bnllion.  On 
the  other  hand,  a depreciation  of  the  coinage  must 
inevitably  be  attended  by  a rise  iu  the  ^Market 
Price  aboA-e  the  Mint  Price  of  bullion,  because, 
liOAvever  plentiful  or  scarce  gold  is,  three-quarters 
of  ail  ounce  of  it  in  coin  can  never  be  equal  in 
value  to  one  ounce  of  it  in  bullion.  The  case 
may  be  shortly  stated  thus : — Guineas  may  rise 
to  25s.  ill  silA'cr,  either  from  a depreciation  of  the 
silver  coinage,  or  from  a diminution  in  value  of 
silver.  What  is  the  test?  It  is  to  be  found  iu 
the  Market  Price  of  silver.  If  the  silver  coinage 
Ls  debased,  the  Market  Price  of  silver  Avill  rise 
above  the  Mint  Price;  if  it  is  diminished  iu  value, 
it  Avill  not. 

29.  The  preceding  considerations  contain,  we 
belicA'C,  Avhat  may  be  called  the  theory  of  the 
coinage.  They,  hoAvever,  only  relate  to  the 
coinage  of  one  country.  The  relation  betAveeii 
tlie  coinages  of  tAA'o  or  more  countries  is  called 
the  Exchange  between  them.  The  thc<*ry  of  the 
Exchanges  is,  hoAvever,  entirely  founded  on  the 
principles  explained  above.  It  Avill  be  found 
under  the  title  Exchange.  The  same  principles 
also  contain  the  theory  of  the  Paper  CiUTcncy, 
to  AvhicU  we  must  also  refer. 

30.  In  concluding  this  part,  we  need  only  ob- 
scrA’‘c  that  its  principles  arc,  of  course,  subject  to 
great  modifications  Avlien  obstacles  are  interposed 
to  the  conversion  of  bullion  into  coin.  And  tliat 
iu  several  instances  the  value  of  bullion  has  dif- 
fered immensely  from  the  same  quantity  iu  coin. 
Ill  the  Eastern  Archipelago,  for  iustance,  Spanish 
pillar  dollars  had  long  au  almost  exclusive  cur- 
rency. The  people  had  such  confidence  in  them, 
and  Avero  so  accustomed  to  their  use,  that  they 
Avould  take  nothing  but  them,  and  as,  of  course, 

' they  AA'ere  only  coined  in  Spain,  AA'heii  the  supply 
I of  them  Avas  deficient  in  the  East,  bullion  fell 
to  an  immense  discount  as  compared  with  the 
dollars.  The  A*ery  same  thing  happened  in 
the  Australian  Colonies  soon  after  the  gold  dis- 
coA'eries,  before  ]\Ihits  Avere  established  there, 
SoA'ereigns  could  only  be  coined  in  England,  and 
there  Avas  no  means  of  converting  the  gohl  into 
currency  without  sending  it  to  England  to  be 
coined. " Gold,  consequently,  fell  to  an  immense 
discount  as  compared  Avith  sovereigns.  After 
some  time,  lioAveA'or,  Mints  Avere  erected  in 
scA'cral  of  the  colonies,  and  a plan  AA'as  adojited 
of  issuing  notes  in  exchange  for  bullion,  and  tliis 
difference  was  immediately  rectified. 

We  may  also  observe  that  the  preceding  re- 
marks only  apply  to  tlie  variations  of  the  value 
of  the  coinage  and  bullion  infer  se.  They  iu  no 
way  refer  to  the  variations  iu  value  between  the 
precious  metals  and  couiinodities  in  general ; 
Avhich  are  altogether  beyond  the  scope  of  this 
article. 

On  the  Coinages  of  several  countries. 

31.  The  liist'try  uf  the  coinage  is  au  e>seiitial 
part  of  the  Political  Economy  of  any  country. 
Moreover,  the  invention  of  coinage  has  exen  ised 
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piich  an  important  influence  over  the  prosperity 
ot  mankind,  and  tlie  various  tamiierinffs  >vitli, 
and  alterations  <tt’,  its  (juality  and  weight,  have 
]»rodiieed  so  much  misery  ainon"  nations,  that  an 
economist  will  naturally  take  some  interest  in  tlie 
history  of  its  invention,  and  its  use  in  ditlerent 
countries. 

iV2.  When  nations  discontinued  the  practice 
of  direct  barter,  and  adopted  the  precious  metals 
as  a measure  of  value,  the  expediriit  of  cutting 
the  metal  into  pieces  of  deHnite  weight  and  fine- 
ness seems  so  obvious,  that  wc  should  naturally 
exjieet  that  coining  was  invented  by  those  nations 
which  lirst  adopted  the  precious  metals  as  money. 

Strange  as  it  may  appear,  however,  it  is  certain 
tliat  tills  was  not  tlie  ease.  Silver  and  gold  were 
used  as  measures  of  value  for  ages  before  coining 
was  thought  of;  and  there  is  every  reason  to 
believe  tliat  coining  was  invented  by  a people 
who,  np  to  the  time  of  inventing  it.  did  not  use 
silver  and  gold  as  money,  ami  coining  Mas  prac- 
tised by  them  for  centuries  before  it  M*as  intro- 
duced among  nations  m ho  had  used  the  iirecious 
metals  as  money  fur  ages. 

'J'he  earlie.Nt  instance  we  have  recorded  of 
silver  being  used  as  money  in  commerce,  is  the 
passage  in  Genesis  xxiii.,  15,  10,  Mliere  it  is 
said  that  Abralmm  bought  the  field  of  Macphelali 
from  Ephron  : — “And  Abraham  hearkened  unto 
Kjihron,  ami  Abraham  >veiglied  to  Ephron  the 
silver  which  he  had  named  in  the  audience  of 
the  sons  of  Ileth,  four  hundred  shekels  of  silver, 
current  monei/  with  the  merchant.”  It  need 
scarcely  be  remarked,  that  the  M’ord  mojtet/  here 
lias  been  inserted  by  tlie  translators,  and  may  lead 
some  to  think  that  it  ineams  coins  like  onr  money. 
This,  hoM-ever,  would  be  an  error.  The  silveu' 
Mas  probably  formed  into  small  ingots  or  rings, 
and  M-eighed  out,  and  we  kiioM*  that  the  Jewish 
merchants,  as  M as  the  custom  all  over  the  East, 
carried  scales  ami  M'eights  about  M itli  them  for 
the  imrpose  of  M'cighiiig  out  the  price  of  commo- 
dities. The  JeM's,  u[)  to  the  time  of  the  captivity, 
had  no  coined  money  at  all. 

.‘34.  In  Genesis  xxxiii,  19,  it  is  said  in  our 
translation  of  the  Bible,  that  Jacob  purchased  a 
field  Irom  the  children  of  Hamor  for  a hundred 
pieces  of  money.  In  the  Septuagint,  hoM'ever, 
the  M'ord  is  translated  “lambs,”  Mhich  is  also 
given  as  a marginal  reading  in  many  editions  of 
the  Bible.  And  that  is  the  usual  meaning  of 
tlie  IlebreM'  M'ord  Kpsifah^  Mhich  is  u.sed  in  the 
original.  The  true  meaning  of  this  M'ord,  says 
Goguet,  Ori^^in  des  Arts^  i.  ‘^90,  has  greatly  per- 
jdexed  the  interpreters.  Almost  all,  says  he,  are 
of  opinion  tliat  Moses  means  a sum  of  money 
here.  But  was  it  coined  M ith  the  figure  of  a lamb 
upon  it?  The  gi-eater  number  think  that  it 
means  money  stamped  with  the  figure  of  a lamb. 


i Others  again  think  that  it  really  meant  lambs. 

But  as,  ill  Acts  vii.  16,  it  is  expressly  said  that 
j the  i»rice  Mas  a sum  of  money,  the  latter  opinion 

( seems  inadmissible. 

Otliers  again,  perplexed  M ith  the  M'ord  Keaitah^ 
. Mhich  occurs  only  in  tM'o  other  places  of  Scrip- 

t ture,  in  Joshua  xxiv.  3:2,  referring  also  to  this 

transaction,  and  in  Job  xlii.  11,  Avhere  it  says 
every  man  gave  him  a ])icce  of  money,  or  “ lamb,” 
p and  umvilling  to  believe  that  coined  money  ex- 

isted in  those  times,  tliink  that  it  means  a itieee 
of  money  of  the  value  of  a iamb. 


!i 
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35.  Such  are  the  various  opinions  of  coni- 
meutaturs  on  passages  M*idch  are  of  some  interest 
in  the  history  of  the  coinage,  and  mIucIi  have 
ncTcr,  liitliert)!,  received  a satisfactory  explana- 
tion, so  fir  as  M'e  are  UM-are.  AVe  think,  Iiom-- 
ever,  that  the  recent  discoveries  of  Sir  Gardiner 
Wilkinson  in  Egypt,  and  Mr.  Layard  in  Assyria, 
have  throM  ii  quite  a ucm'  light  on  the  matter,  and 
sheM'n  that  none  of  the  commentators  have  hit  on 
the  right  meaning. 

36.  III  Wilkiii.son's  Ancient  Kf'ijptians^  edit. 
1H36,  vol  ii./>.  11.  ami  also  in  his  Poindar  Acamut 
of  the  Ancient  E"tfptinns^  1854,  vol.  ii,  /?,  149, 
and  also  in  Mr.  Bayard's  Discoveries  in  the  Ruins 
of  Nineinh  and  Bidiylon^  18.53.  p.  600,  M'e  find 
pictures  copied,  Mhich  shew  Egyptians  and 
Assyrians  Meigliing  out  the  precious  metals  in 
ring-ingois,  Mith  Meights  in  the  form  of  lambs, 
antelopes,  bulls'  head.s,  lions,  and*  other  animals. 
Specimens  of  these  kinds  of  M'eights,  made  of 
stone,  in  die  form  of  a duck,  have  actually  been 
discovered  in  Nineveh,  and  are  iicov  in  tlie  Bri- 
tish Museum.  By  an  inscription  on  one  of  them, 
in  cuneiform  characters,  avIucIi  Dr.  Ilincks  lias 
deciphered,  it  appears  that  it  weighed  thirty 
mana,  or  half  a Babylonian  talent,  and  being 
Aveighed  at  the  mint,  Avas  found  to  Aveigli  40  lbs. 
4 oz.  4 dAvts.  4 gi'us.  SeA'cral  bronze  lions  have 
been  found  Avhich  AA'ere  also  AA'eights. 

37.  We  think  there  can  be  little  reasonable 
doubt  but  that  m'c  have  here  the  clue  to  the 
interpretation  of  these  passages,  and  that  the 
quantity  of  money  Avas  AA'eighed  out  Avith  weights 
in  the  form  of  a lamb^  that,  of  course,  being 
some  Avell  known  and  definite  amount,  though 
how  much  it  Avas  has  not  been  ascertained,  lii 
Genesis  xx.  16;  xxxA-ii.  28;  xlv.  22,  Avhere 
pieces  of  silver  are  mentioned,  they  were,  no 
doubt,  ring-ingots  of  bullion,  as  aa  c see  depicted 
in  AV'ilkiuson  and  Layard.  lu  the  latter  tMo 
passages,  where  our  A'ersiou  reads  “ sih'cr,”  the 
Septuagint  has  “gold.” 

38.  The  first  mention  we  have  of  coined 
money  in  Scripture  is  in  1 Chron.,  xxix.7;  Ezra, 
ii.  69 ; Ni  hem.,  vii.  70,  71,  72,  M'here  our  version 
speaks  of  drajus,  Avhicli  is  a mis -translation  for 
Darics,  Mhich  Avere  famous  Persian  gold  coins, 
Mhich  an-  mentioned  afterwards.  These  books 
Mere  written  after  the  captivity,  M'heu  the  Jcaa's 
used  the  ( oiiis  current  in  Persia. 

39.  I'he  term  used  by  the  Jew's  to  denote 
buying  always  involved  the  idea  of  weighing. 
Tims  in  Isaiah,  Iv.  2,  where  Ave  read  in  our  ver- 
sion ; — “ Wherefore  do  ye  speud  money  for  that 
Avliich  is  not  bread,”  the  word  in  the  original 
means  to  weigh.  And  indeed,  the  essential  idea 
of  A'alue  always  means  Aveight ; the  quantity  of 
one  thing  weighed  against  another.  So  in  Henry 
viii.,  Act  V.  sc.  1,  Cranmer  says : — 

“ Will  tn  tnnph  o'er  my  person,  which  1 weigh  not 
i.e.,  A'alne  not. 

The  flr^t  natiA'C  coinage  of  the  Jcaa's  was  struck 
in  the  tini'!  of  the  Alaccabeaii  princes,  Avhen  An- 
tiodius  pt  rmitted  them  to  huA'C  money  of  their 
OAvn.  1 Mace  , XV.  16. 

40.  The  Assyrians  arc  said  by  ilr.  Layard 
not  to  have  used  any  coins.  Nor  had  the  Egyp- 
tians any  coinage  of  their  own,  but  they  seem  to 
hav'e  been  the  first  to  use  gold  as  a currency, 
Avhich  tlicy  did  before  silver,  a\  Inch  Sir  (4,  AA^'i!- 
kiuson  says  hey  called  “ white  gold.”  The 
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prc(‘ious  metals  w'ere  made  up  in  the  form  of 
rings,  and  w'ere  weighed  out  iu  all  transactions, 
Avith  Aveights  of  ditfereiit  forms;  and  this  clumsy 
method  of  AA’cighiug  out  the  price  of  e\''ery  com- 
modity continued  so  late  as  the  time  of  the 
Ptolemies,  and  Avas  only  gradually  superseded  by 
the  use  of  Grecian  coins.  The  use  ot  the  ring 
money  continues  to  the  present  day  iu  Seimaar 
and  the  neighbouring  countries. 

An  attempt  to  introduce  a sih'er  coinage  Avas 
made  by  Aryandes,  the  Persian  governor  of 
Egypt,  under  "Cambyses  and  Darius,  but  it  did 
not  succeed.  Of  tfii»  somethiug  more  is  said 
below. 

41.  Julius  Pollux,  ix.  83,  says  tliat  coining 

Avas  attributed  to  various  persons,  to  Plieidoa  of  ‘ 
Argos  by  some,  to  Lycus  and  Erichthonius  of 
Athens  by  others;  by  Xenoi thanes  to  tlie  Lydians, 
and  by  Agdosthenes  "to  the  Naxians.  It  is  curious, 
hoAvever,  that  he  does  not  quote  a Avell  knowm 
passage  in  Herodotus,  Avliich  is  commonly  sup- 
posed to  assign  it  to  the  Lydians.  Plutarch  also 
says  iu  his  life  of  Theseus,  § 25  “ lie  coined 

money  too,  and  stamped  it  Avith  the  figure  of  an 
ox,  either  in  remembrance  of  the  Marathoniau 
bull,  or  of  the  general  of  Minos,  or  to  admoiiisli 
the  citizens  to  fulloM-^  agriculture.  And  from  this 
coin,  it  is  said,  that  the  expression,  M'orth  100 
oxen,  or  ten  oxen,  is  derived.”  AVe  quote  this 
jtassage,  because  many  ancient  Avriters  ullirmed 
that  there  Avas  a coin  calUtd  a ftovc  in  very  an- 
cient times,  AvIiich  Avas  alluded  to  in  the  passages 
of  Homer  mentioned  below,  and  even  some  mo- 
dern economists  have  held  the  same  notiou.  But 
Ave  have  little  doubt  that  this  coinage  is  a.s 
mythical  as  Tlieseiis  himself,  and  those  avIio  be- 
lieve in  one  may  belieA'c  iu  the  other.  AVe  might 
just  as  Avell  accept  it  as  an  historical  fact  that 
Ulysses  ofi’ered  Sileiius  coin,  because  Euripides 
says,  Cyclops,  160  : — 

Hpoc  rwCF  pevToi  vai  vopitrpn  C(tJ(Topei\ 

It  has,  indeed  been  disputed  whether  money, 
or  coin,  Avas  iu  use  in  Homer's  day,  some  con- 
tending that  coins  Avere  meant  in  the  passages 
quoted  beloAV.  But  all  critics  of  authority  are 
noAv,  Ave  belicA'C,  agreed  that  tliore  is  no  allusion 
to  money  either  iu  Homer  or  Hesiod.  AVe  our- 
selves, liaving  gone  over  the  Iliad  for  the  express 
purpose,  are  satisfied  that  there  is  not  the  faintest 
allusion  to  anything  like  money  in  it. 

42.  The  practice  of  barter  is  clearly 
described  in  Iliad,  vii.  468  ; Avlien  the  vessels 
from  Lemnos  came  to  the  camp  of  the  Greeks 
freighted  Avith  Avine,  they  purchased  it  Avith  cop- 
per and  iron,  leather,  oxen,  and  slaves. 

Ni/ee  FIk  Xypyoio  TraptVrao’rtv,  oij'oi*  ayovmti 

**■  * ift 

’*E)'0£V  np'  ohd^oiTO  Ktwyj  Kopoiorree  ' A^niol, 

"AWoi  /i£i'  )^n\K-fp,  nXAot  T uiOioi'i 

"AWot  pii'otc,  aWoi  P uvrijfTi  i-jotfrariy^ 

*'A\\oi  decpaTToCfiyo’t. 

Not  only  do  aa'g  find  no  allnsiou  to  moiicA'  in 
Homer,  but  the  w^ords  significative  of  Avealth 
give  no  iirefereuce  to  the  precious  metals  above 
other  tilings ; on  the  contrary,  they  are  compa- 
ratively seldom  mentioned.  Tlie  Homeric  Avords 
expressive  of  wealth  uiost  frequently  refer  to 
cattle,  or  horses,  or  agriculture.  Thus  we  have 
iro\v()f)Tjyf  TroXvfiovTrj^,  noXviTTTiOQj  <j>iXoKTi(i  yog, 


' TroXvTTUfuoy,  ufpyetoc^  TroXvKTifpuyy^  TrnXvXyior. 

i III  Iliad  vii.  l80,  and  xi.  46,  are  almost  the  only 
j iu.stauces  in  Avhich  gold  is  es]iccially  alluded  to 
I as  Avealtli,  TrnXv^pvtrmo  AIyn:i/i  ;/r.  AVheii  tlie 
. Greek  and  Trojan  leaders  semi  s]»ies  to  discover 
I the  plans  of  the  enemy,  neither  of  them  jiromises 
; money  as  a reward.  Ne.stur,  Iliad  x.  215,  pro- 
mises to  the  successful  spy  a black  ewe  with  its 
I young,  a matchless  gift;  and  Hector,  x.  305, 
promises  on  his  side  a chariot  and  a i»air  of 
' horses. 

I 43.  The  Greeks  liOM'eA-cr,  in  that  early  age 
sometimes  referred  to  cattle  as  a measure  of 
A^aliie.  Thus  iu  Iliad  ii.  44S,  Alimu'va’s  shield, 
the  -Egis,  had  100  tassels,  each  of  the  value  of 
100  oxen  : — 

Ti/C  tKarby  Huaayoi  Tray^puaeoi  yepiOoiTfu 

llniTce  tt;;r\ee£ec,  itcaTopfyowtj  t£  Ikuarof:. 

Homer,  Iliad  vi.  234,  laughs  at  the  folly  of 
Glaucus,  Avho  exchanged  his  golden  armour  for 
the  copper  armour  of  Diomede  : — 

aore  TXauK<p  Koor/o/c  i^iXero  Zei'c 

"Or  7rpu£  Tvceti'qy  Xiopiiica 
\pv(rea  ttca-onfooi  irreai^oiufy. 

So  ill  Iliad  xxiii.  703,  Achilles  oilers  as  a prize 
to  the  conqueror  iu  the  funeral  games  iu  lioiior 
of  Batroclus,  a large  trijiod,  Aviiieli  the  Greeks 
Anilueil  among  tlieinselA'cs  at  tweh'e  oxen,  and  to 
the  loser  a female  slave,  AvlilcIi  they  valued  at  four 
oxen  : — 


Tw  per  ytKiffTayrt  piyav  rpiTTor  fp7rvotf3tiTi)y' 
Toy  CE  Cvioceuai^oioy  £*ri  rloy 

Artpi  (•£  yiKt}dtyTi  yvyalK  pinaor  idpKe, 
HuWa  P ETrierraTo  tpya,  rioy  ft  t refraupftfjoioy. 

So  also  in  Iliad  xxiii.  885,  Achilles  stakes  a 
spear  and  a caldron  Avorth  an  ox  : — 


Kac  CE  Atpyr  awvpoy  fyootj  a 
Oi}K  €£  uywya  ipEputy, 


U 


toy  ayOepoeyra 


Noav  Julius  Pollux  says  that  there  av;  s a coin- 
age in  early  times  in  Attica  bearing  the  ligiire  of 
ail  ox,  and  he  says  that  some  suppose  tliat  these 
coins  are  meant  here,  ami  not  oxen ; an  opinion, 
however,  Avlueli  he  (iocs  not  say  he  ado[>ts,  as 
some  suppose  he  does.  J.  B.  Sa)-,  however, 
adopts  that  opinion  from  M.  Gamier,  and  others 
have  dime  the  same. 

44.  EA’ory  critic  of  authority,  liOAveA’-er,  has 
rejected  this  opinion,  and  Avlien  we  examine  the 
internal  in'obability  of  the  thing,  Ave  can,  wo 
think,  come  to  no  other  conclusion,  Athens,  at 
the  time  of  the  Homeric  iiooms,  av:  s a .state  of  no 
great  iuiportame.  Ami  Iioav  Avas  it  likely  tint 
tlie  coinage  of  so  small  a place  sliould  be  t lo 
recognised  measure  of  A'alue  throughout  t!io 
Greek  states  of  Asia  Minor? 

Aloreover,  if  we  come  to  examine  the  values 
of  the  ditlerent  articles  nieiitiom'd  above,  by 
such  a measure,  they  will  at  once  be  seen  to  bo 
ridiculously  small.  The  quantity  of  sih'er  in  the 
l^ovc,  supposing  it  to  have  been  an  early  name 
for  the  Attic  drachma,  did  not  exceed  that  of  a 
modern  shilling.  Now  the  purpose  t»f  the  tassels 
iu  Alinerva’s  shield  Avas  to  strike  terror  into  her 
enemies.  It  is  ludicrous  to  suppose  that  tliese 
terrible  tassels  should  only  have  had  as  much 
metal  iu  them  as  there  is  in  five  sOAereigiis. 
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Again,  it  is  ludicrous  to  suppose  that  the  golden 
armour  of  Glaucus  should  only  have  been  wortii 
five  sovereigns,  or  even  tlie  copper  armour  of 
Diomede  worth  nine  shillings.  It  is  also  absurd 
to  suppose  that  the  tripod  proposed  as  a prize  by 
Achilles  should  only  have  been  worth  twelve 
Bhilliiigs,  or  a skilful  female  slave  worth  only 
four  shillings;  or  that  Achilles  should  stake  a 
caldron  worth  only  a shilling.  Directly  wo  look 
at  it  in  this  view,  it  seems  to  us  that  the  values 
assigned  to  the  articles  arc  absurd,  but  as  soon 
as  we  consider  them  as  really  oxen,  they  become 
something  rational. 

4o.  This,  however,  in  no  way  disproves  the 
assertion  of  Pollux,  that  there  was  an  early  coin- 
age at  Athens  stamped  with  the  figure  of  an  ox, 
and  called  a fiovc,  as  we  shall  sec  below,  that  it 
was  (piite  common  for  cities  to  stamp  their  coinage 
with  the  devices  of  animals  of  different  sorts, 
and  not  uiifreiiucntly  the  coin  itself  was  called 
by  the  name  of  the  device  it  bore. 

46.  The  Homeric  poems  were  probably  writ- 

ten, according  to  the  best  authorities,  about  the 
beginning  of  the  ninth  century,  B.C.  At  that 
period,  tlicrcfore,  we  have  seen  tliat  there  was  no 
money  of  any  sort  in  Greece,  nor  even  were  gold 
and  silver  used  as  measures  of  value.  But  soon 
after  this,  though  how  long  we  cannot  say,  a 
currency  of  a curious  nature  came  into  use 
throughout  Greece.  They  used  large  iron  and 
copper  nails,  called  of  such  a size 

that  six  of  them  made  a handful,  and  when  silver 
was  substituted,  the  standard  silver  coin  of  the 
Greeks  derived  its  name  fi’om  the  fact  that  it  was 
of  the  value  of  a handful  of  these  nails.  They 
are  mentioned  by  Plutarch  in  his  life  ofLysander, 
§ 17.  He  says  that  Lysauder  sent  a quantity  of 
gold  and  silver  money  to  Sparta,  by  Gylippus, 
who  stole  a part  of  it,  and  this  being  discovered, 
made  The  chief  Spartans  demand  that  all  the  gold 
and  silver  should  be  sent  away  as  a foreign 
nuisance,  and  that  they  should  use  nothing  but 
their  owu  national  coin,  which  was  of  iron,  and 
tempered  with  vinegar,  so  as  to  render  it  useless 
for  any  other  purpose.  And  he  says — “ Probably 
all  the  money  in  former  times  was  of  this  kind, 
for  they  used  ii'ou  skewers  as  money,  and 
some  used  copper  ones.  . Whence  it  comes 
that  even  now  a quantity  of  small  coin  is  called 
oholufi,  and  a d?'achmfi  is  six  oboli,  because  the 
liand  can  grasp  that  number.”  We  shall  see  be- 
low that  Pheidoii,  who  iutroduced  a silver  coin- 
age into  Greece,  collected  a number  of  these 
skewers,  and  laid  them  up  in  the  Temple  of 
Juno  at  Argos,  as  a curiosity. 

47.  Although  Pollux  says  that  the  inventi(m 
of  coining  was  by  dilVereut  writers  attributed  to 
four  ditfereiit  iiersons,  or  peoples,  the  claimants 
for  this  licmoiir  are  practically  but  two — Pheidon 
of  Argos,  and  the  Lydians.  The  majority  of 
ancient  authorities  attribute  it  to  Pheidon,  king 
of  Argos.  Thus  the  historian,  Ephorus,  is  quotetl 
in  two  places  by  Strabo.  In  Vlll,  6.  he  says, 

‘**'E<popoc  ly  Alyiyij  (if)yvpoy  Trpuiroi^  vo7ri/i'«/ 
(^jjuiy  V7TO  ^]>eicujyog*  ^KfiTropeioy  yap  yeyttrOai 
Trapa  XaTTporz/ra  ri/c  rwv  aydp^Trujy 

6(i\aTTOvpyous’TU)y  ^^i7ropiKtj)r»^* 

“Ephorus  say«  that  silver  was  first  coined  in 
-T^gina  by  Pheidon.  For  the  island  became  a 
commercial  port,  as  the  inhabitants  were  obliged 
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to  betake  themselves  to  maritime  commerce,  in 
consequence  of  the  sterility  of  the  laud.”  Also 
in  Vlll.  3 : — 

“ Kai  fitrpa  e^evpe  rd  KaXov/ieya, 

vat  (TTaOp.ovrj  val  yofitaixa  Key^apayplyoy  to  re 
dWo  vai  TO  dpyvpoyv.’* 

“And  ho  invented  the  measures,  called  the 
Pheidon  ian  ones,  ami  weights,  and  coined  money 
of  silver,  and  other  kinds.” 

The  Etymologicajn  Magnum^  under  the  title 
^OfitXioKOQy  says — 

» Hd  yTOiV  le  TTpQTog  ’ApyeToc  vofiur^a 

ttcotpey  iy  Alyiypj  vat  dove  to  rofitafia  vat  dra- 
\d/3iuv  d/3e\ttrvoi;r,  uyeOr}K€  rij  tv  ’^Apyet 

“ And  Pheidon  of  Argos  was  tho  first  who  ever 
coined  money,  which  he  did  at  iEgina,  and  he 
both  put  money  into  circulation^  and  withdrew 
the  ske^vc^s,  and  laid  them  up  in  the  temple  of 
Juno  at  Argos," 

And  in  accordance  with  tliis,  ^Blian  says,  Var. 
Hist.  XII.  10.  Dc  jEginetis  : — 

“ Kai  TTpioToi  yo^KTfia  eKo^payro,  vat  avrwv 
€/c\tf6ff  yo/utafta  A(yira7oy,” 

“ And  they  were  the  first  who  coined  money, 
which,  too,  is  from  them  called  .iEgimean  money.” 

So  also  the  Parian  Marble  says,  Clinton's  Fast. 
Ilellen.  I.  247  : — 

“ ’A^/  ou  <l>  , . Cii)y  6 'Apyelog  lcf)fj.€vg  . ...  € 
....  vefrK€vatT€y  vat  yofua^ia  dpyvpouv  tv  At- 
ytvp  £7ro/?/^ev.” 

All  these  authorities,  tlierefore,  are  perfectly  clear 
that  Pheidon  of  Argos  M as  the  first  m Iio  coined 
money,  which  he  did  at  ^Egiua ; and  the  reason 
why  he  set  up  his  mint  at  iEgina,  is  very  plainly 
given  by  Ephorus,  as  fpioted  above,  because  it 
M'as  a great  commerdiil  port,  and,  therefore,  it  was 
most  wanted  there  for  the  convenience  of  com- 
merce. 

48.  The  period  at  M'hich  Pheidon  lived  has 
been  a nibject  of  much  dispute.  For  Miiilc  some 
carry  it  Ijack  so  far  as  865,  B.C.,  others  bring  it 
down  to  783-744,  B.C.  The  question  is  fully 
discussed  in  the  first  Appendix  to  the  first 
Volume  of  Mr.  Clinton’s  Fasti  Hellenici;  and 
in  his  opinion,  the  latter  is  the  true  date.  And 
in  this  decision  all  scholars  now  acquiesce.  AVe 
may,  therefore,  place  the  introduction  of  coined 
money  by  Pheidon  in  the  first  half  of  tlie  8th 
ccntuiM,  B.C.  And  tliere  is  a very  probable 
reason  M’hy  he  should  have  invented  it.  At  this 
period  he  >vas  by  fiu’  the  most  ]>owerful  sov’ereign 
in  Grei  ce.  Argos  M'as  tho  metropolis  not  only  of 
the  Pek'ponuesiau  Dorians,  but  also  of  the  Asiatic 
Dorian  colonies.  The  Doi*iaus  carried  on  a very 
I large  cmmcrce  with  the  Phccuicians,  and  it  M'as 
from  them  that  Pheidon  ado])ted  liis  system  of 
weight.-.  From  time  inunemorial  there  had  been 
tM'o  standard  weights  used  in  Assyria,  the  Baby- 
lonian and  the  Euboic  talent.  The  Dorians 
traded  with  the  Phoenicians,  and  adopted  the 
Babylonian  talent.  The  Ionic  Greeks  adopted 
the  Euboic  talent.  As  xEgiua  was  the  great  com- 
mercial depot,  this  talent  was  aftenvards  called 
the  vEgina-au  talent.  The  Assyrians  at  this 
; period  had  no  coinage.  And  Pheidon  introducing 
, the  system  of  Babylonian  M'eights  into  Greece, 
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seems  to  have  invented  a system  of  measures  ol  ^ 
hi.s  owu,  M’hich  were  called  after  him,  and  also  a 
silver  coinage,  to  sii|»ersede  the  clumsy  iron  ami 
copper  nails,  or  skewers,  then  used  as  ciuTency. 
'I’lie  Spartans,  lioM'CVcr,  m Iio  at  ihi.s  period  were 
a suixn-dinate,  but  independent  tribe  of  Dorians, 
steadily  refused  the  new  invention  of  a silver 
coinage,  i>robably  from  jcalou.sy,  and  adhered  to 
the  old  iron  skewers.  They  retained  this  iron 
money  to  a compiu-atively  recent  period.  (Cur- 
rency). 

4<).  The  account  of  the  invention  of  coinage 
just  given,  seems  to  be  natural  and  probable. 
There  is,  hoM-ever,  a poj>sage  iii  Herodotus  which 
seems  to  contradict  it.  He  says,  I.  94,  speaking 
of  the  Lydians, 

“ UpivTOi  dt  dvfipwTTWV,  ra»v  iifielg  'idfievy  vo^or- 
fta  yQwtrov  vat  apyvpov  K()\j/ttf^uyot 

“ Ami  they  were  the  first  men,  we  knoM'  of, 
Mho  coined  and  used  gold  and  silver  money." 
This  has  ahvays  been  supiK>sed  to  mean  that  tho 
Lydians  Mere  the  first  who  invented  coining,  and 
tliat  tlicy  used  a double  standard,  as  it  is  called, 
of  gold  coins  and  silver  coins.  If  this  be  the 
ease,  the  authority  of  Herodotus  is  agaiust  the 
idaini  of  Pheidon,  and  mc  have  observed  ab(>ve 
that  though  it  is  somcMliat  singular  tliat  Julius 
I'olUix  does  not  mention  tliis  passage,  he  says 
that  Xenophanes  of  Colophon  assigns  the  iiiveii- 
tiou  to  them. 

.50.  It  occurs  to  us,  lioM’cver,  that  there  may 
be  a means  of  reconciling  the  ajiparent  contradic- 
tion bctM'ecn  Herodotus,  and  the  Mriters  already 
cited  as  attributing  it  to  Pheidon.  It  seems  to 
ns  that  the  passage  m’iII  bear  a difierent  construc- 
lioii  from  that  invariably  put  upon  it.  For  in 
Greek  M'heu  vat  is  used  to  connect  two  qualities, 
it  means  that  the  thing  spoken  of  partakes  of 
hath  these  (pialities  at  once.  Thus,  as  the  month 
began  in  the  middle  of  a day,  the  last  day  of  a 
month  M'as  called  trt]  vot  vta  the  ncM'-and-old 
day,  because  it  belonged  partly  to  one  month, 
and  partly  to  another.  So  there  are  many  other 
examples.  Nom'  if  m c apply  this  principle  to 
the  passage  in  (piostion,  it  m’ouUI  mean  not  that 
the  Lydians  M'ere  the  first  to  coin  gold  money 
and  silver  money  in  sejiaratc  coins,  but  that  they 
Avere  the  first  who  struck  a coinage  of  a mixture 
of'  gold  and  silver. 

*51.  Now  Ave  find  that  tliis  rendering  of  the 
passage,  Avhich  is  tlie  genuine  Greek  idiom,  exactly 
tallies  M'ith  the  fact.  The  Lydians  had  a coinage 
of  liXfvrpois  or  electrum,  Avhich  is  a mixture 
gold  and  sih'er,  in  ditferent  proportions,  but 
usually  throe  parts  of  gold  to  one  i>art  of  silver. 
And  this  material  Avas  generally  adopted  through- 
out the  Avesteru  states  of  Asia  Minor  for  their 
coins.  (^Kncyclo.  Brit.  Art.  Nninisiiiatics.)  Several 
of  these  coins  are  in  the  British  Museum. 

52.  Such  is  the  solution  of  this  apparent  con- 
IraiUction,  Avhich  Ave  offer  to  our  readers  for  them 
to  consider  its  pixibability.  We  offer  it  Avith  the 
greatest  dillidence,  because  it  seems  to  us  that  if 
it  be  the  true  solution,  it  is  so  simple  and  obvious 
that  it  could  hardly  have  escaped  the  notice  of 
the  many  able  and  acute  critics  and  Avriters,  both 
on  Herodotus  and  Numismatics. 

.53.  AVc  have  uoav  to  notice  another  very  cele- 
brated coin  of  antiquity,  Avhich  has  also  given 
rise  to  much  couiroversy — the  Pcraiaii  Darics. 


We  ha\'e  said  aboA'C  that  they  arc  the  coins  meant 
by  the  Avord  drams  in  Chronicles  and  Lzra. 

From  the  passage  in  Herodotus  IV.  166,  quoted 
below,  the  gi'eater  number  of  authors  have  suj>- 
jiosodthat  the  Daric  Avas  first  coined  by  Darius 
Hystaspes,  Avho  reigned  521-484,  B.C.,  and  some 
CA'cn  haA’C  supposed  that  he  Avas  the  first  avIio 
introduced  a coinage  into  Persia. 

Harpocration,  hoM'cver,  says  that  the  name  Avas 
derived  from  an  earlier  king,  and  several  modern 
Avriters  have  considered  that  it  is  derived  from  a 
Persian  Avord  Darn,  signifying  a king  in  general. 

C Smith's  Diet  of  Ok.  and  liom.  Ant  Art. 
Dariciis.  Kitto'sBihl.  Cyclo.  Art.  Adarconim.) 

Mr.  Grote,  ( Hist,  of  Greece.  HI.  JH9,  ^ 
affirms  that  this  Darius  Avas  the  first  to  intro- 
duce a coinage  of  gold  ami  silver  at  all  into 
Persia.  And  Heereii  and  Baehr  conshler  that 
Darius  did  not  issue  these  Darics  as  coins,  but 
only  as  medals  in  commemoration  of  himself,  and 
that  their  use  as  money  gi’OAv  up  gradually  atter- 
Avards. 

54.  But  the  plaiu  meaning  of  the  AA'ords  seems 
to  us  to  be  repuguaut  to  such  a construction. 
Herodotus  says,  IV.  166  : — 

“TTwe  AaptToi'  eTTSvgiovra  fxvr}gofTvyjiy  tw- 
VTOV  XariaOaiy  touto  to  /o)  dXXw  tn;  ^laoiXu 
vartpyatT/iEi'Ov,  tfitfiitro  tovtov'  ^ * AaptTog 

fii.y  yap  y^wotoi’  vatfapwraror  aTrci^^/cat  ro 
dvi'aru}TaToyf  ro^iofia  ik’oiparo' 

Which  Mr.  RaAvlinson  translates,  “Aware  by 
his  own  eyesight,  that  Darius  Avished  to  leave  a 
memoriid  of  himself,  such  as  no  king  had  ever 
left  before,  Aryandes  resolA'od  to  folluM’  his  ex- 
ample, . . *1  Darius  had  refined  gold  to  the 

last  perfection  of  i»urity,  in  order  to  have  coins 
struck  of  it.” 

55.  Noaa',  it  is  quite  clear  from  the  A'cry  ex- 
pressiou  that  Darius  meant  them  to  be  used  as 
monev,  yo^ar^a-  But  the  questions  arise 

1.  What  Avas  the  nature  of  this  proceeding  of 
Darius  ? 

2.  Was  this  the  first  coinage  of  the  Persian 

Empire  ? . , , 

3.  Wliat  Avas  the  thing  Darius  considered  so 
peculiarly  illustrious,  as  to  rank  abo\e  Avhat 
anv  other  king  had  done  ? 

I 4.  Do  the  Darics  derive  their  name  from  lias 

Darius?  , 

Noav  taken  by  themsches  the  Avords  are  not 

decisive  one  Avay  or  the  other,  as  to  Mhether 
this  Avas  the  first  cfunage  in  Persia,  or  not.  AVe 
must,  therefore,  search  for  any  otiier  passages 
Avliich  may  guide  us.  And  it  iiappeusthat  m HI. 
96,  and  130,  Avc  lia\x  two,  mIucIi  throAv  some 
light  upon  the  subject. 

56.  in  III.  96,  Herodotus  says  that  the  tn- 
I bute  ""old  ami  siU'cr  Avas  sent  up  to  Babylon,  and 
: melted,  and  laid  by  in  pots,  and  whenever  any 
' money  is  Avanted  he  (the  king)  coins  as  much  as 
* is  necessary  each  time. 

I “’ETfdvCt  cetfOp  ^p)i/jarioy,  varavt/jrrti  ro- 
I covTO  otrov  ay  tvaorort  ( tt/rai. 

Now  Ur.  Grote  {History  of  Giwe.  IV. 
320),  translates  v.xntvoTrrtt  “ cuts  oil,  ” thereby 
implying  that  it  Avas  used  in  buUh.n.  But  Mr. 
Kawliuson  translates  it  “coins”  \\hieh  is  inani- 
foiitlv  ri'dit.  for  it  is  ouc  of  the  technical  words 
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for  cohuiifT;  as  Cyrus  says  ill  Xcnopliuii,  Hellenics  i 
/.  5.  3.,  if  money  failed  Iiim — 

Kai  Tov  KCiTttKfi\l^€tv  icjt  oil 

“ He  would  coin  the  very  throne  on  which  he 
sat.” 

57.  Again  in  III.  130,  when  Deraocedes  had  | 

cured  the  king  of  the  siirain  in  his  ancle,  he  was  I 
sent  to  receive  a re>vnrd  from  the  kiugV  wives,  | 
who  eacii  took  a saucer  full  of  gold  coins — ar«-  ; 
TTjpac  — from  a chest  of  gold,  and  gave  them 
to  him,  and  his  servant  even  grew' rich  hv  jiickiiu^  i 
up  those  which  fell  out.  Kow'  this  w'as  in  the  i 
beginning  of  Darius’s  reign,  when  he  was  still  a j 
} oung  man,  as  we  see  in  c.  134,  Atossa  rejiroaches  ! 
him  for  want  of  enterprise,  unbecoming  a young 
man.  From  these  passnges,  it  is  tiuite  clear  that 
coining  and  coined  money  were  in  use  in  Persia 
in  the  beginning  of  Darius’s  reign.  ’ i 

58.  Xow  it  is  true  tliat  Herodotus  doCvS  not 
mention  the  period  in  Darius’s  reign,  when  he 
reformed  the  coinage,  but  there  seems  every  pro- 
bability that  it  was  done  after  the  period  alluded 
to  in  the  last  mentioned  passages,  as  it  is  men- 
tioned long  after  them  in  the  narrative.  A refor- 
mation of  the  coinage  is  not  a tiling  likely  to  ' 
occur  to  a young  man,  it  is  much  more  likely  to 
be  thought  of  by  a man  of  matun-  age. 

59.  But  we  have  also  traces  of  a coinage  in 
X^ersia  eailier  than  that  ot  Darius.  A passage  in 
IMutarch,  it  authentic,  g<x's  to  shew  that  there 
was  gold  money  in  l\*rsia  in  the  time  of  Cvriis 
the  Elder.  He  say.s,  2>e  3Mier.  Virtut: 

that  w'hen  Cyrus's  soldiers  misbehaved  in  battle 
on  one  occasion,  the  Persian  women  of  a town 
shamed  them  into  lighting,  and  they  won  the 
victory,  hi  commemoratiuii  of  this,  he  made  a 
law'  that  whenever  the  king  entered  the  country 
every  woman  should  be  presented  with  a jdece  of 
^-old  monet/.  Kor  was  this  a mere  obscure  tra- 
<iition,  but  a well  recognized  law',  and  was  one 
reason,  he  says,  why  the  kings  so  seldom  visited 
their  native  country.  He  also  says  that  the  first 
thing  that  Alexander  did  when  he  entered  the 
country  was  to  comply  witli  this  law.  fLife  of  I 
Alexander  § G9.J  Hence  we  have  a -well  estab- 
lished law'  relating  to  money  dating  for  a consider- 
able time  before  Darius. 

Such  evidence  as  we  have  tlien,  goes,  we  think 
to  prove  that  there  was  a gold  coinage  in  Persia 
before  Darius  Hystaspes. 

60.  Besides,  in  w hat  did  his  doing  a thin-^ 
**^0ie  gluiioiis  than  any  other  king  hud  done  coii' 
Sist?  Surely  not  in  simply  striking  a gold  coin- 
age, because  llu-i-e  w'ere  abundance  of  gold  coins 
in  the  Greek  states  of  Asia  Minor  long  before  the 
time  of  Darius.  Hence  it  was  no  novelty  at  all. 
But  the  remarkable  thing  manifestly  was  tlie  ex- 
traordinary purity  of  the  metal.  Tlie  staters  of 
the  Asiatic  states  were  of  very  dillerent  w'oi'dits 
ami  some  were  much  alloyed  with  silver.  Now 
Dai’ius  evidently  placed  his  glory  in  coining  them 
< t absolute  purity,  or  as  nearly  so  as  the  >date  of 

tile  an  in  his  day  would  permit.  And  in  this 
Ai^audes  imitated  him,  and  Herodotus  says  that 
the  Ar}  audio  silver  was  the  pui'est  in  existence 
ID  his  day,  (IV.  106). 

61.  And  wx  think  the  narrative  of  Herodotus 
confirms  this  view  of  the  case.  For  wdiile  in  the 
earlier  passage  III.  130,  he  simply  speaks  of  1 
btaters,  m VII.  |,e  says  that  Pvthius  of 


Cclteme  was  worth  among  other  things  3,993,000 
of  Done  Staters,  evidently  alluding  to  the 
1 efoi 111* id  Staters  ot  Darius.  And  after  this  jieriud 
the  Ihrsian  Staters  w'ere  ahvays  called  Daric 
Stater-c.  So  Thucydides  VII J.  28,  speaks  of 
Daric  Staters,  and  Diodorus  Siculus  says  that 
Alexaiider  found  in  the  treasury  immense  quan- 
tities of  gold  and  silver  bullion,  and  9,000  talents 
ot  gold,  y^apaKTt)pa  Anpeicor  exoira^  of  the  coin- 
age of  Darius.  So  Julius  Pollux,  IX,  84,  speaks 
of  Croesean,  Philippic,  and  Daric  Staters.  And 
he  also  says,  III.  87,  speaking  of  the  most  highly 
esteemed  gold : — 

“ Ehofktfioc  Ie  6 TvyaCac  cai  ot  K.poi- 

fTEioi  flT7f*n?pfr,”  and  manifestly  alluding  to  tlie  re- 
formation of  tlie  coinap  by  Darius,  o\  AupEiKol 
a-o  Aapetov,  wr  vtt  h:a'yov  fiKpif^ujOeyTec  ehj  icd- 
6apmy  rov  And  that  very  pure  silver 

w'Ms  called  Aryaudic  silver.  He  also  .says,  IX.  84 
that  there  was  a Persian  coin  called  Danaces,* 
whicli  W'as  perhaps  the  one  superseded  by  the 
Daric. 

6'2.  It  seems  then  tliat  there  was  gold  cvun  in 
Persia  for  a considerable  time  before  Darius, 
though  how  long  it  is  impossible  to  say,  and  that 
they  were  more  (*r  less  imiuire.  That  Darius 
resolved  to  signalise  himself  by  issuing  a coinage 
of  as  g.-eat  jnirity  as  possible,  and  that  it  was 
these  reformed  coins  w'hidi  were  called  Daric 
Staters,  just  as  there  were  Creeseau  Staters 
and  Philippic  Staters,  and  Alexandrian  Staters 
(Polluj,  IX.  59.)  The  assertion  of  Ilarpocra- 
tion,  Avhicli  is  copied  word  for  wiu*d  by  Suidas 
seems  to  us  to  be  of  iio  weight  at  all,  especially 
as  he  cites  no  authority  for  it.  Ami  in  ixply  to 
the  assrrtion  of  modern  writers  that  the  word 
Darics  is  derived  from  Dara,  a Pei’sian  word  for 
a king,  Mr.  Kawlinson  .says  that  there  is  iio  siieh 
word  at  all  in  old  Persian.  The  common  oifiniou 
then  seems  to  us  to  be  correct,  that  these  Darics 
wxre  called  after  Darius  Ilvstaspes,  just  as  many 
emus  in  ancient,  as  well  as  in  moderii  times  have 
been  called  after  their  issuers.  We  have  already 
mentioned  some  ancient  one.s,  in  modern  times  we 
have  the  louis  d'or  ami  the  iiajioleon. 

63.  We  learn  from  Herodotus  111.  96  that 
there  were  two  standard  weights  in  use  in  the 
Assyrian  Empire,  the  Babylonian  talent  for 
silver,  iiiul  tlie  I-Aiboic  talent  for  gold.  The 
Dorian  (Jreekswho  traded  with  Pheenida  intro- 
duced the  Babylonian  weight,  which  when 
a.Ii-iitod  111  f.rcece  was  called  the  .Egiiueaii 
standard,  ilie  Ionic  Greeks  adopted  the  other 
standard,  which  Avas  kiioAvn  by  the  name  of  the 
Euboie,  a mime  jirobably  derived  from  the  neonie 
who  adopted  it,  like  as  the  .Egiiuxaii  avus  named 
from  those  who  used  it.  The  Euboie  standard 
Avas  adopted  at  Athens,  ami  the  -standard  coin  of 
, this  system  had  the  Hgure  of  an  ox  stamjied  ui>on 
It,  whence  it  Avas  called  a ftoDr,  as  stated  by  Pollux 
aud  othcis.  Tlie  existence  of  this  coin  has  been 
*!''  ,^*''’y«*dideii  says  (A>ny  ,lv,  Loi,-, 

T'  collection  of 

the  Lari  of  Pemhroke,  and  it  is  stated  (Smi//rg 

Art.  Xitmimi-s.  -2nd 
edit.)  that  other  specimens  exist.  The  relation 
betwen  (he  .Lgiiiman,  or  Babylonian  talent,  and 
the  Luboic  talent,  was  that  of  72  to  60,  or  6 to  5 
64.  Solon  efiected  a remarkable  change  in  llm 
Atheman  currency.  Tiie  whole  state  tvas  thrown 
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into  confusion  and  misery  by  the  indebtedness  of 
the  people  to  the  monied  classes.  Their  lauds 
Avere  mortgaged,  and  multitudes  avIio  had  no  land 
to  pledge,  Avere  .sold  into  hopeless  shu'cry.  By 
uiiiver.sal  consent  Solon  Avas  appointed  sole 
arbitrator  to  rcdres.s  this  state  of  things.  The 
measures  he  adojited  are  related  in  Plutarch, 
one  of  them  Avas  of  a very  singular  nature. 
Plutarch  sa}'s  that  he  made  the  iiiiiia,  Avhich 
contained  73  drachmie,  pass  fur  100.  The 
ineauiug  of  this,  liOAvever,  obviously  is  tliat  out 
of  the  .<ame  (|uantity  of  silver  as  there  Avas 
jircviously  in  73  drachnije,  he  coined  100.  And  he 
changed  the  stamp  ; for  Avhereas  before  his  time  it 
AA'us  the  tigure  of  an  ox,  and  the  coin  Avas  called 
/3ouc»  he  stamped  his  iigav  draclima;  on  the  obverse 
Avith  the  head  of  Pallas,  and  on  the  rcA'crse  Avith 
an  oAvl,  the  favorite  bird  of  Pallas,  lienee  the 
coin  Avas  called  Kop})y  the  Virgin,  from  the 
head  of  Pallas,  and  sometimes  yX«D£,  the 
owl.  The  reason  Avhy  Solon  adopted  such  a 
strange  relation  as  that  between  73  to  100  long 
puzzled  the  critics,  and  some  suppo.sed  that  he 
meant  to  reduce  the  coinage  by  one-fourth,  but 
by  clumsy  Avorkmanship,  an  error  ^y^ls  made,  by 
by  Avhich  the  reduction  Avas  *27  per  cent.,  insfeall 
of  25  jter  cent.  But  the  opinion  iioav  adopted  by 
the  best  scholars  is  that  Solon  intended  to  bring 
the  new  Attic  Currency  into  the  debnite  ratio  of 
3 to  5 with  the  .Eginrean  standard,  which  AV'as  in 
general  use  tliroughout  the  rest  of  Greece.  It  seems, 
liuweA'er,  that  Plutarch  Avas  not  (juite  accurate  in 
saving  tliat  Solon  reduced  the  standard  in  the 
ratio  of  73  to  100.  The  investigations  of  modern 
scholars  liaA'e  .shcAvn  that  it  is  in  reality  72  to  100, 
and  AA'e  liaA'e  as  tlie  relation  b«‘tAveen  the  three 
systems  of  Greek  currency  the  folIoAving  de- 
liuite  ratios  : — 

iEgimean  ; Xaiboic  = 6:5 

iEgimvau  : 8oloiiian=  5 : 3 

Euboie  : Solonian  = 13SS  : loO 
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(SmUlis  Diet.:  Arf.  Pondera.') 

l^olon’s  legislation,  e\'ery  creditor 
received  from  Ids  debtor  as  many  i>iece.s  of  money 
as  Avere  due  to  him,  but  their  AA'eight  Avas  reduced 
by  28  per  cent.  One  would  have  thought  that 
uie  nature  ot  the  operation  A\as  plain  enough. 
It  Avas,  in  reality,  nothing  but  a bankruptev, 
necessitated  by  the  miserable  state  of  the  debtors 
d IS  true,  but  .still  a compromise  or  bankruptcy. 
JNo  one  could  have  imagined,  it  Avuuld  appear, 
that  Avheii  a man  received  only  72  per  cent,  of 
the  quantity  of  sih'cr  due  to  him,  tliat  it  avjis,  in 
leality,  a |uiymcut  in  full  of  his  claims.  Xe\'er- 
theless,  Plutarch’s  comment  on  this  transaction  is 
most  extraordinary.  He  says  : 

, 10-OI-,  eoraf.tEi  c tXarrov 

arroftoorrwr,  rom:  EKriyoirac 

yaXa,  ^Tjcey  le  f^XaTTretrOut  tov^ 

“ So  that  as  they  paid  the  same  bv  talc,  but 
ess  by  A\  eight,  it  Avas  a great  relief  to*  those  Avho 
lia<l  to  pay  large  sums,  but  yet  no  loss  to  those 
^Aho  had  to  receive  it ! ” Here  Ave  have  the  first 
germ  of  that  astonishing  jiaradox,  that  it  is  the 
name  and  the  .damp  on  the  coin  Avhich  give  it  its 
value,  and  that  the  quantity  of  metal  in  it  is  of  no 
consequence.  It  is  this  palpable  absurdity  which 


I is  at  the  root  of  almo.st  all  tlie  monetary  contro- 
versies Avhich  have  distracted  tlie  Avorld  in  recent 
; times.  It  is  precisely  tiie  .bailie  paradox  Avhidi 
I deluded  the  Government,  and  the  House  of 
] CommoiLS,  and  the  Ihmk  of  England,  in  ISll, 

I when  it  aa'us  held  that  a bank  note  Avhich  Ava.s 
called  a pound  was  of  the  same  A*alne  avIuui  it 
Avonld  exchange  for  20s.  as  Avheii  it  Avould  for  14s. 
When  the  House  of  Commons  voted  that  a pound 
note  and  Is.  AA'ere  equal  to  a jiound  note  and  7s.. 
and  Avheii  they  contracted  enormous  debts  in 
j pounds  Avorth  14s.,  AA'hich  their  unforliniate  de- 
scendants  ha\'e  to  pay  in  |touiids  of  20s.  (.Mcshkt). 
This,  as  Ave  haA-e.said  above,  is  tlie  great  source 
of  confusion  Avhlch  has  given  rise  to  alimist  all 
monetary  controAvrsies,— confusing  the  name  of 
the  coin  Avith  its  value, 

66. ^  One  other  remarkable  thing  may  also  be 
mentioned.  Although  tlie  exigence.s  of  tlie  ert'^e 
undoubtedly  Avere  met  on  this  occasion  by  a 
general  baiikruiitcy,  and  the  snppo.sitiiui  that  die 
party  could  be  greatly  benefited,  and  the  other  not 
injured,  cannot  possibly  be  received,  yet  the  oper- 
ation Avas  never  repeated.  In  Roman  history,  as 

I weknoAv,  the  commons  Avere  repeatedly  jilunged 
into  general  distress  by  insolA'ency,  and  there  were 
repeated  depreciations  of  the  coinage,  but  this  in- 
stance of  Solon's  Avas  the  only  one  in  Greek  his- 
tory. As  Mr.  Grote  observes,  f Hist,  of  Greece, 
///.  141, Jthe  Grecian  democracy  m*Aer  ilemaiuled 
an  agrarian  laAv,  or  a release  from  debts,  and  more 
than  that,  the  Dicasts,  or  juror.s,  avIio  formed  the 
judicial  body  called  the  lieliani,  Avere  obliged  t*> 

I take  a solemn  oath  to  repudiate  all  proposals  for 
an  abrogation  of  debts,  or  a redivision  of  laiuG, 

I and  many  Greek  cities  fixed  a curse  upon  all  such 
propositions. 

67.  The  Attic  drachma  as  remodelled  by  Soloii, 
Aveighed  66.5  grains,  of  Avhich  one-sixtielh  jiart 
Avas  alloy,  Avhich  gives  65.4  grains  of  pure  metal. 
A modern  shilling  contains  80.7  gi’aius  of  silver! 
Hence  the  drachma  Avas  Avorth  9.72  pence.  After 
the  time  of  Alexander,  it  aa'os  slightly  diminished 
to  63  grains.  The  Athenians  coined  pieces  of  tAvo, 
three,  and  four  drachma*,  as  Avell  as  obols,  half] 
mid  quarter  obols,  and  pieces  of  Iavo,  three,  and 
four  obols. 

The  Persian  Daric  Stater  was  of  the  weight  of 
the  Attic  didrachiua,  and  of  the  value  of  20 
dracliime. 

The  mina  contained  100  drachma*,  and  Avas 
therefore  equal  to  £4  Is.  3d.,  mul  the  talent  con- 
tained 60  niiiue,  and  Avas  therefore  eiiual  to 
.£243  I os.  . 

The  Attic  standard  Avas  used  in  most  of  the 
maritime  and  commercial  states,  at  Corintli,  Acan- 
thus, Cyreiie,  the  northern  states  of  Greece,  except 
Bocotia,  and  ^lacedoiiia,  and  Sicily. 

68.  The  ^Eginaau  standard  Avas  used  generally 
throughout  the  PeIoiMninesu.s,  except  Corinth, 
and  in  Bo?otia.  The  drachma  Aveighed  96grains! 
Avith  one  thirty-second  jiart  of  alloy.  It, 'there- 
fore, contained  93  grains  of  silver,  and  was  Avorth 
Is.  Id.  3*2  farthings.  The  largest  coin  of  this 
staiuliU’d  Avas  the  didrachma. 

69.  The  Athenians  had  no  gold  coinage  of  their 
OAvn  before  the  Macedonian  Empire.  Duriijn-  the 
distress  caused  by  the  Pelopomiesiaa  AAar,'^fhey 
issued  on  one  occasion,  B.C.  406,  a deba^ed  g,.ia 
coinage  (Aristociiaxes),  but  this  Avas  Swn  w^ith- 
draAVu.  Gold  avus  coined  in  large  quantities  by 
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riiilip  of  Macedoii,  and  thus  found  its  way 
into  Gri'L’cc,  and  several  Greek  cities  then  is.sued 
a j:old  coinage  of  their  own.  But  the  staters  ot 
Cvzieiis,  Phociea,  and  the  other  states  of  Asia 
]\iiiior,  had  coiisiiierable  currency  in  Greece. 
Amonj?  the  earliest  of  those  known  to  them,  tliere 
seem  to  have  been  the  staters  of  Croesus,  kinj,^  of 
Lydia,  which  were  made  of  electrum,  or  a mix- 
ture of  gold  and  silver. 

70.  In  Italy,  there  are  obscure  traditions  of  a 
currency  of  leather,  shells,  and  iron,  lint  it  may 
be  considered  as  certain,  tliat  the  Etrurians  had 
a bronze  or  copper  currency  of  some  sort,  long 
brfore  the  period  of  authentic  history.  Tliny  in 
XXXIV.  1.,  says  that  Xiuna  was  tlie  first  who 
stam|»cd  bronze,  or  copper  money ; but  at 
XXXIII.  13.,  he  says  that  it  was  Servius  Tullius, 
and  Cassiodorus  mentions  the  same  report.  Ti- 
imeus,  according  to  Pliny,  says  that  before  the  latter 
king,  the  Komans  used  copper  in  the  mass,  as 
money,  lie  stamped  it  with  the  figure  of  an  ox, 
and  hence,  says  Pliny,  XVIII,  3.,  it  was  called 
pecHuia.  Plutarch,  {Life  of  ruhlicola.,  and  in 
Quti’st.  Horn.  274.)  and  Varro  ( De  Uc  livstica^ 
II.  1.,  and  De  Vita  Pop.  Pom.  L),  say  that  the 
earliest  Homan  coinage  was  stamped  with  the 
figure  of  cattle;  and  Columella  (Prajf.  to  VI.), 
and  also  Pliny,  XVIII.  3.,  say  that  the  wont 
pcennia  comes  from  the  figure  stamped  on  the  early 
coiuage.  Tliis  has  recently  been  called  in  (iiies- 
tion,  Imt  wc  cannot  sec  on  what  .‘iufiicicnt  ground, 
as  the  names  of  many  coins  in  ancient  times  were 
derived  from  the  figures  stamped  on  them.  The 
early  Komau  coins  were  not  stamped,  but  cast  in 
a mould. 

71.  The  unit  of  value  was  the  As,  or  the 
pound  Aveight  of  copper.  But  what  tlie  Roman 
pound  was  has  never  been  exactly  settled.  The 
diliiculty  arise.s  from  the  difierence  between  the 
actually  existing  weights  themselves,  as  well  as 
from  the  differences  in  the  weights  of  certain 
coins  Avhich  are  said  to  have  been  certain  definite 
parts  of  the  pound.  Tlie  calculations  made  by 
several  eminent  archaeologists  bring  out  results 
varying  from  about  5,053  grains  to  upwards  of  | 
5,200  grains.  The  most  recent  authorities,  how- 
ever, seem  to  incline  to  the  former  of  these 
figures.  If  this  be  the  case,  the  Roman  pound 
may  be  considered  as  something  less  than  twelve 
ounces  avoirdupois  Aveight. 

72.  It  is  quite  uncertain  hoAv  long  the  Roman 
currency  maintained  its  full  weight  of  a pound. 
Pliny,  XXXni.  13,  says  that  iu  the  first  Punic 
Avar,"  Avheu  the  Republic  could  not  pay  its  debts, 
it  reduced  the  As  from  one  pound  to  tAvo  ounces ; 
thus  he  says  it  gained  five  parts  in  six,  and  paid  its 
debts.  This  Avas  in  reality  nothing  but  a bank- 
ruptcy. Five  years  before  the  first  Punic  Avar,  in 
tlie  48->lh  year  of  tlie  city,  and  269  B.C.,  silver 
Avas  coined  for  the  first  time.  The  Denarius  Avas 
Coined  to  be  equal  iu  value  to  ton  Asses,  the 
(iuiiiarius  to  fiA'c,  and  tlie  Sestertius  to  two  and 
a-haif.  This  coin  afterAvards  became  the  unit  of 
value. 

In  the  second  Punic  AA'ar,  Aviien  Hannibal  was 
pressing  hard  upon  Marcus  Miuucius,  Quintus 
Fiibius Maximus,  the  dictator,  proclaimed  a sccoiul 
national  bankruptcy,  and  the  As  Avas  reduced  to 
one  ounce.  Tlie  denarius,  however,  Avas  raised  to 
16  asses,  the  qninarins  to  eight,  and  the  sestertius 
to  four.  Thus,  Pliny  say.s  again,  the  Republic 
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gained  one-half.  In  the  year  191,  B.C.,  the  As 
Avas  St  ill  further  reduced  by  the  Papiriau  Iuav  to 
half  an  ounce.  In  the  year  90,  B.C.,  Lucius 
Drusus  debased  tlie  silver  currency  by  an  alloy 
of  one -eighth  part  of  copper.  The  pniper  Aveight 
of  the  Denarius  Avas  84  to  the  pound. 

73.  Such  is  Pliny’s  account  of  the  deprecia- 
tion of  the  Roman  Coinage  ; we  may  remark  that 
though  he  says  the  state  gained  by  defrauding  its 
creditors,  he  does  not  agree  Avith  Plutarch’s  as- 
tounding paradox  under  similar  circumstances  ; 
he  docs  not  say  that  the  creditors  suffereil  no  loss. 
It  has  also  been  observed  that  this  account  cannot 
be  correct,  because  Asses  have  been  found  of 
all  degrees  of  depredation  from  twelve  ounces 
dowuAvax'ds.  Alodeni  Roman  historians  suppose, 
therefore,  that  the  depreciation  of  the  cniTeiicy 
must  have  commenced  at  a very  early  period,  and 
there  must  have  been  many  before  the  one  iu  tlie 
first  Punic  Avar,  mentioned  by  Pliny.  The  point 
has  given  rise  to  much  discussion,  l^ut  as  no  .^itis- 
factory  result  has  been  arrived  at,  we  need  not 
enlarge  upon  it. 

74.  Gold  Avas  first  coined  62  years  after  sih'cr ; 
tliat  in  the  13th  year  of  the  second  Punic  A\-ar, 
or  207,  B.C.  The  loAve.st  gold  coin  Avas  the 
scrupidnm.,  Avhich  Avas  Avorth  twenty  sestertii. 
Then  Avere  also  gold  coins  of  two,  tliree,  and  four 
scruimla.  Aftei'Avards  gold  denarii  Avere  co'iied 
of  forty  to  the  pound,  Avhich  Nero  reduced  to 
forty- five.  If  the  anreu.s  Avas  the  fortieth  part 
of  th  ! pound,  it  is  calculated  that  it  ought  to 
weigh  130*1  grains;  but  none  have  been  found  of 
that  Aceiglit.  Tlicir  a\'crage  A\  eight  is  120  grains, 
of  Avliich  one  three  liuudredth  jiart  AA'as  alloy,  so 
that  there  remain  119*6  grains  of  pure  metal.  A 
modern  soATreign  contains  113*12  grains  of  pure 
gold.  Hence,  as  compared  to  the  sovereign,  the 
aureus  of  the  republic  Avas  Avorth  £1  Is.  Qd. 
very  nearly. 

75.  Under  Alexander  Severus,  the  aureus  was 
called  solidus,  hence  by  corruption  the  French 
sous. 

70.  The  Roman  unit  of  value  Avas  the  sester- 
tius, or  the  fourth  part  of  the  denarius.  During 
the  latter  part  of  the  Commonwealth,  it  was 
about  2d.  *5  farthing.  A sum  of  1,000  sesterces 
Avas  called  a sestertium,  and  large  sums  were 
estimated  in  sestertia.  The  sestertium  Avas,  up 
, to  thr  time  of  Augustus,  equal  to  about  X8  17s.  Id. 
After  Augustus,  the  sestertius  aa'us  reduced  to 
Id.,  3*5  farthings,  and  the  sestertium  to  £7  10s. 3d. 

77.  The  most  remarkable  circumstance,  hoAV- 
ever,  about  the  Roman  coinage  is,  that  every  great 
family  had  the  right  of  having  denarii  coined 
Avith  their  own  device,  so  long  as  the  officers  of 
the  mint  certified  that  they  AA'erc  of  the  ]>roper 
weiglit  and  fineness.  Abumlauceof  these  fimiily 
denarii  exist.  Eckhel.  V.  53, 

78.  Constantine  the  Great  fixed  the  aureus  at 
72  to  the  poimd ; and  at  this  standard  they  re- 
mained until  the  capture  of  Constantinople  by 
the  Crusaders  in  1204.  The  gold  coinage  of  the 
Byzantine  Empire  Avas  ahvays  guarded  Avith  the 
greatest  care,  except  by  a feAv  monarchs,  such  as 
Xicephorus  II.  (963-970  A.D.),  Nicephorus  HI. 
(1007-1088  A.D.),  and  Alexius  I.  (1081-1118 
A.  D.),  Avho  issued  very  debased  coinages. 
But  these  frauds  created  such  a public  out- 

I cr\',  that  they  AA'ere  obliged  to  be  abandoned. 
I These  coins,  called  Bezants,  acquii*ed  great  cele- 
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brity,  and  obtained  a great  circulation  in  AVestern  i 
Europe,  and  Avere  commonly  current  iu  England 
in  the  days  of  the  Anglo-Saxon  Monarchy,  and 
for  long  after  the  Conquest. 

On  the  Coinage  of  Britain. 

79.  The  text  of  Ciesar  in  wliich  he  speaks  of  the 
money  he  found  in  Britain,  is  so  hopelessly  corrupt, 
that  it  is  not  possible  to  lay  much  stress  upon  it. 

It  is,  therefore,  quite  uncertain  Avhether  there  aa'us 
gold  and  silver  money  iu  the  island  at  the  time  of 
hisiuA-asion.  The  ring  money  of  the  ^Egyptians  and 
Assyrians  seems  to  have  spread  all  over  the  Celtic 
nations  of  the  AVest,  and  the  Scandinavians  of  the 
North.  When  the  barbarians  iiiA’aded  Italv  and 
Greece,  they  carried  home  with  them  a knoAvledge 
of  their  coinage  and  letters,  ami  these  gradually 
spread  over  the  west.  The  probability  seems  to 
be  that,  at  the  time  of  Caesar’s  invasion  of  Britain, 
tlie  solid  discs  of  tlie  Greek  and  Roman  money 
Avere  gi*adually  superseding  the  ring  ingots  of  iron 
and  eo])per,  which  the  natives  originally  used. 
Coins  are  iu  existence,  which  are  supposed  to  be 
contemporary  Avith  the  invasion  of  Casar,  especi- 
ally one  bearing  the  legend  “ Segof  which  is  sup- 
posed to  denote  Segonnx,  one  of  the  four  kings  of 
Kent,  wlio  Avere  ordered  by  Cassivellaunus  to 
attack  Casar.  (Be  Bell.  Gall.  V.  '2'2.)  After 
this  period,  they  are  by  no  means  scarce,  and 
( unebolin,  Shakespeare’s  Cyinbeliue,  Avho  was 
brought  up  at  Rome  under  Augu.stus,  took  home 
AVith  him  Roman  artists  to  improA-e  his  coinage. 
Many  specimens  of  it  exist,  bearing  his  name,  as 
well  as  the  first  letters  of  Camulodnmim,  or  Col- 
die.^ter,  the  chief  toAvu  of  his  kingdom. 

80.  On  the  conqiie.st  of  Britain  under  Claudius, 
the  native  money  Avas  abolished,  and  the  Roman 
substituted,  as  Avas  usual  Avith  the  Romans  in  all 
tlieir  conquests.  This  continued  for  400  years, 
until  the  arriA'a!  of  the  Anglo-Saxons,  in  the  fifth 
century. 

81.  The  Anglo-Saxons  introduced  a totally 
iiCAv  system  of  money,  both  iu  weight,  form,  and 
type,  to  the  Roman.  But  it  apjiears  from  the 
specimens  that  exist,  that  though  each  of  the 
kings  of  the  Saxon  Octarchy,  as  it  should  be 
called,  coined  money  independently,  that  they 
Avere  all  of  the  same  Aveight  and  fineness,  and 
Avere,  in  fact,  very  nearly  the  same  as  the  famous 
Anglo-Saxon  penny.  They  Avere  called  Sceattce, 
and  some  of  those  of  the  kings  of  Kent  remain, 
Avhich  AA'ere  evidently  coined  before  their  couver- 
skui  to  Christianity,  in  the  6th  century. 

82.  AVhen  the  Island  A\'as  united  under  the 

sway  of  a single  sovereign,  the  mints  were  regu-  i 
lated  by  laws  framed  by  the  AVittenagemote,  or 
great  council  of  the  nation.  I 

83.  The  Saxon  A\'cight  differed  considerably 
from  the  Roman.  It  is  supposed,  Avith  every  pro- 
bability, that  they  derived  it  from  the  LoAver 
Empire.  On  the  Continent  it  Avas  known  by  the 
name  of  the  Cologne  pound,  and  Avheii  introduced 
into  this  country,  it  AA'as  afterAverds  called  the 
Pound  ToAver,  because  the  mint  Avas  established 
in  the  Tower._  AVe  have  already  seen  examples, 
similar  to  this,  of  foreign  AA'cights  being  intro- 
duced into  conntiies,  and  recclA'ing  new  nauics 
from  some  jilace  in  the  coimtrv.  Thus,  the  two 
standard  Aveights  of  the  AssATiaus,  \vl!eu  intro- 
duced into  Greece,  Avere  called  the  .Eginman,  ami 
the  Euboic  talents,  because  they  Avorc  first  intro- 
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dneed  into  Greece  by  the  people  of  -Egina,  and 
Eubtea.  Thus  the  Greek  i»oumI,  when  adojiteil 
iu  Germany,  became  the  Cologne  pound,  and  Avlieii 
further  extended  to  Britain,  became  the  Pound 
ToAver.  Some,  hoAvever,  suppose  that  tlie  Greeks 
and  the  Saxons  both  derived  the  Aveight  from  a 
common  origin,  Avhich  they  suspect  to  be  Egypt, 
the  great  fountain  of  science. 

84.  The  Pound  ToAver  continued  to  be  the 
AA'eight  used  for  money  till  the  l8th  Henry  ATII., 
Avho  substituted  the  Pound  Ti*oa%  Avhich  aa'us 
used  in  France.  Tiie  Pound  ToAver  weighed 
5,400  gi'ains,  the  Pound  Troy  Aveighs  5,700 
grains,  being  three-fourths  of  an  ounce  heavier. 

85.  The  Sceattoe  AA'ere  the  earliest  Anglo- 
Saxon  money.  There  apjiear  to  have  been  coins 
of  different  Aveights  of  this  name,  but  Avhelher 
designedly  so,  or  from  mere  rudeness  of  Avork- 
mauship,  is  not  determined.  In  the  time  of 
Athelstau  (924-940  A.D.),  30,000  sceatta;  Avere 
declared  equal  to  120  pounds.  An  etiual  number 
of  pennies  make  125  pounds;  so  tliat  the  sceattu 
AA^as  one  twenty-fifth  part  less  tliau  the  penny. 

86.  After  some  time  the  penny  superseded  the 
sceatta.  The  et>nnology  of  this  Avord  is  much 
disputed.  It  Avas  the  240th  part  of  the  pound 
weight  of  silver,  and  fi>r  a thousand  years  was 
the  standard  coin  of  this  country,  until  successive 
kings  so  dimini^lled  and  debased  it,  that  it  has 
fallen  to  its  present  low  estate.  The  high  A'alue 
of  sih'cr  iu  the  days  of  Athclstan  may  be  judged 
of,  Avhcu  Ave  find  tliat  an  ox  Avas  sold  for  thirty 
pennies,  and  a sheep  for  Ha'c  pennies,  or  one 
shilling.  Half-pennies  and  farthings  were  also 
coined,  but  even  these  Avere  too  great  for  general 
use,  Avheii  the  value  of  silver  Avas  so  high.  Half- 
farthings  were,  therefore,  coined  iu  brass,  and 
called  stycas. 

87.  These  were  the  only'  coins  struck  bv  the 
Anglo-Saxons.  Some  antiquaries  maintained 
they  had  a gold  coinage,  but  this  opinion  is  now 
abandoned. 

88.  They  had,  however,  names  for  specific  sums 
of  money,  or  money  of  account,  as  it  is  usually 
called.  There  Avas  the  manens,  Avhich  mauy  sup- 
posed to  be  an  actual  coin,  but  tlie  best  opinion 
seems  to  be  that  it  avus  only  a sum  of  tliirty  jien- 
uies.  Tlie  mark  Avas  a Danish  mode  of  c^tmipu- 
tiition,  aud  Avas  jirobably  introducird  in  the  time 
of  Alfred;  it  contained  100  jiouuies,  but  this  wa.s 
afterwai’ds  increased  to  160,  or  thirteen  shillings 
and  four-pence,  Avhich  was  its  value  so  long  as  it 
continued  to  be  a legal  fine. 

89.  The  next  species  of  money  of  account  Avas 
the  Scill,  or  ScilUug,  the  name  of  which  a]ipears 
as  early  as  the  seventh  century.  The  origin  of 
thisAvord  is  also  much  disputed,  some  even  making 
it  come  from  the  Jeivish  Shekel.  Some  have  also 
supposed  that  it  A\as  an  actual  coin,  but  this 
opinion  is  not  iioav  considered  right.  The  scilliiig 
originally  denoted  five  pennies,  but  afterwards  it 
Avas  reduced  to  four.  William  I.  settled  the  Eno*- 
lish  shilling  at  four-pence,  and  the  Norman  at 
tAA'clve  pence. 

90.  There  aa'os  also  the  Thrimsa  of  three 
pennies,  and  the  Ora,  Avhich  Avas  in  some  eases 
twenty  pennies,  and  in  others  only  sixteen.  All 
rents  to  the  crown  Avere  paid  in  the  ara  of  twenty 
pennies ; rents  duo  to  pri\'ate  per&ons  seem  to 
have  been  paid  in  the  ora  of  sixteen  peuuios. 
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91.  V\^  to  the  time  of  Atholstnn  (924-940 
A.l>,),  the  Ardihi:^hop3,  and  many  of  tho  Hi.sliops, 
exen  ised,  or  usurped,  the  right  of  liaviug  a dis- 

coinage.  That  mmiarcli,  however,  in  a great 
council,  U)  whieh  all  the  noble  and  M'ise  men  were 
sunmiune<l,  ordained  that  there  should  be  but  one 
money  tliroiighont  the  kingdom.  But  wliile  all 
.*iiibjeets  wire  forbidden  to  mint  independently, 
many  of  them  received  grants  from  the  crown  to 
mint  on  its  Itehalf,  and  there  were  in  early  times 
instances  of  royal.  episeo]>al,  and  abbatieal  mints, 
all  existing  at  the  same  time  in  the  same  town. 
Tims,  when  the  Synod  abolished  the  right  of  pri- 
vate Coining,  it  was  (trdained  that  there  sliouldbe 
seven  momwers  in  Canterbury, — four  for  the  king, 
two  for  the  bi>hop,  and  one  for  the  abbot.  And 
this  was  tlie  ease  at  several  other  places,  and  the 
j>rivilege  was  imt  wholly  abolished  till  the  middle 
of  the  Idth  century. 

92.  It  may  be  meutioneil  that  the  quality  of 
the  Inillion  of  the  Anglo-Saxon  money  was 
1 1 ounces  2 dwts.  fine,  and  18  dwts.  alloy.  This 
was  called  the  “ Old  right  standard  of  England.” 
For  a cuinjiaratively  short  juniod  it  was  debased 
by  .some  of  onv  kings,  but  it  was  soon  restored, 
and  is  that  in  use  at  the  present  day,  as  it  has 
been  proved  by  experience  to  confer  the  gi*eatest 
amount  of  durability  on  tiie  metal. 

On  the  Coinuf'e  of  England  since  the  Cnnrjnest. 

93.  The  Duke  of  Normandy  actpiired,  or  in 
the  language  of  the  law  coufjucred^  the  (’rown  of 
England  in  lOdb.  As  he  claimed  the  crown  as 
the  lawful  heir  of  the  Confessor,  he  took  care  to 
make  the  ciiauge  as  little  felt  as  he  could.  No 
change  was  made  in  the  coinagtq  either  in  weight, 
lineness,  or  denomination.  The  names  of  about 
238  of  his  inoiieyers  have  been  preserved,  and 
be  had  mints  in  nearly  every  town  in  the  king- 
dom of  any  size.  William  established  the  Saxon 
.shilling  at  five  pennies,  and  tlie  Norman  at  twelve, 
thus  making  it  nominally  correspond  with  the 
soUdns.  the  French  money  of  account  into  which 
the  pound  was  divided,  and  which  lias  been  cor- 
rujited  into  tlie  modern  sou. 

94.  About  this  time  it  is  generally  snpiiosed 
tiiat  the  ternuS’/erb'wg-began  to  be  applied  to  English 
money,  by  Avhicb  it  was  distinguished  oil  the 
Continent,  as  it  still  is.  The  etymologies  given 
for  this  word  are  so  mimerons  and  contlieting, 
that  it  would  only  be  waste  of  time  to  enumerate 
lliem.  This  word  Sterling  was  apidied  not  ouly 
to  the  (piality  of  the  eohi,  but  was  also  specitically 
ajipropriated  as  a name  of  the  English  penny,  or 
standard  coin. 

do.  No  change  Avas  made  in  tlie  Coinage  by 
AVilliam  II  , but  a heavy  tax  called  monci/age  is 
snitposed  by  some  to  have  been  instituted  by  him. 
'I'iiis  rax  was  levied  every  three  years,  and  Avas  a 
tine  paid  that  the  money  should  not  be  altered. 
Henry  I.  (llt>9),  found  it  so  unitopiilar  that  he 
thought  it  jiolitic  to  abolish  it.  Severe  piiui.sh- 
ments  Avere  enacted  against  those  on  A\  hom  counter- 
feit coins  Aveie  found,  ami  all  falsitiers  of  money 
Averc  condemned  to  lose  a hand,  without  redeinp- 
lioii.  This  severe  puiiislimeiit  Avas,  hoAA'ever,  in- 
etlectiial,  and  in  1105,  the  loss  of  sight  and  other 
mutilations  Avere  added.  Nevertheless  in  three 
years  the  coin  Avas  so  debased,  that  a recoinage 
became  necessary.  Notwithstanding  the  penal- 
ties denounced,  the  coinage  continued  so  debased, 
that  ill  1123  it  Avas  thought  advisable  to  call  in 
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the  aid  of  the  clnirdi,  and  at  a council  held  at 
Borne,  that  A^oar,  under  Calixtns  II.,  .several 
ancient  statures  AV(*re  revh'ed,  Avhich  excommuni- 
cated all  mak-u's  or  passers  of  false  money.  Eecle- 
’ siastical  censures.  hoAvoAer,  were  as  una\'ainngas 
I temporal  laAvs  and  in  IT25,  it  Avas detennine(l  to 
make  a terrible  examjile  of  them.  The  Bi>hop 
of  Salisbury  was  ordered  to  .summon  all  the 
moneyors  in  England  to  meet  at  Winehi'ster  by 
Christmas  dav.  They  came  to  the  number  of  94, 

1 and  all  but  throe  Avere  found  guilty,  and  horribly 
] mutilated  acetu'ding  to  the  laAv,  and  then  expelled 
I from  the  roniitry.  'I'o  the  three  honest  ones  Avas 
Committed  the  charge  of  recoining  all  the  money 
in  England. 

I 90.  Stephen  (1135)  being  soon  immersed  in 
I civil  war,  and  the  treasures  Avhich  had  been  accu- 
mulated by  Henry  I.  being s]»ent  in  the  support  of 
his  armies,  he  had  recourse  to  the  exitcdieiit  of  de- 
basing the  coinage.  Fortresses  and  feudal  castles 
1 sprung  up  evervAvliere  during  tliese  troubles,  and 
i each  had  its  mint,  so  tliat  in  a short  time  the 
I country  AA'as  deluged  Avith  base  coin,  Avhicli  con- 
I tained  searet  ly  one  tenth  part  of  silver.  At 
I length,  in  1153,  Stephen  concluded  a treaty  at 
Wallingford,  by  Avhich  he  recognized  Henry  as 
I his  snceessMi*,  and  it  Avas  agreed  that  these  castles 
I to  the  mimbor  of  1,115  should  be  de.stroyed,  ami 
' their  mints  su]>pressed ; and  that  the  coin  should 
] be  restored  to  its  just  standard  and  made  unifurm 
I throughout  the  kingdom.  This  he  Avas  unwilling 
or  unable  to  ilo. 

I 97.  Henry  11.(1154)  immediately  carried  into 
cflect  the  treaty  of  AVallingford  Avhich  Stephen 
' had  left  uufnllilleil.  The  castles  Avere  destroyed 
and  their  mints  suppressed.  In  1150,  a new 
I coinage  AA^as  i-^sued,  and  several  of  the  moiieyers 
^ Avrre  iniitilated  according  to  laAW  In  1180,  it 
I Avas  again  found  necessary  to  liaA’c  a recoinage, 
t It  is  quite  uncertain  AA'hetlier  llichard  1.  coined 
' money  during  his  short  reign.  If  he  did,  no 
specimens  of  it  are  knoAvn  to  exist. 

I 9h.  On  Bichard’s  death,  1 1 99,  his  brother  John 
seized  upon  ilie  throne.  In  1205,  jn’oclamation 
Avas  made  that  no  one  after  the  feast  of  St.  Hilary 
in  the  next  y*\)r,  should  receiA'e  or  keep  clipped 
money.  All  .such  money  found  in  anyone's  pos- 
sessitm  should  be  seized,  btired  through,  and 
forfeited  to  the  king.  An  assize  Avas  ordered  for 
the  examination  of  the  money.  All  that  Avanted 
more  than  2s.  Gd.  in  the  pound  Avas  to  be  declared 
illegal,  and  AvithdraAvn  from  circulation.  In  order 
to  test  the  weight  of  the  coin,  legal  vA'eights  Avere 
delivered  at  ihe  Mint  to  all  applicants.  If  any 
of  the  pennies  issued  after  Christmas,  should  be 
found  elip]»ed  in  anyone’s  possession,  they  Avere 
to  be  lnu‘ed  through,"  and  the  OAvner  of  them  Avas 
to  be  treated  as  a thief.  ItAvas  declared  that  the 
penny  sliould  be  made  of  the  Just  standard,  and 
if  any  slmuhl  be  found  clipiied,  the  person  avIio 
did  so,  should  forfeit  his  goods  to  the  king.  Thus 
Ave  see  that  in  this  reign,  the  utmost  attention  was 
paid  to  tlie  w(  ight  of  the  coin. 

99.  Hour}  HI.  (1216)  succeeded  at  the  age  of 
nine.  It  issnpposed  that  in  the  beginuingof  his  reign, 
round  half-]ience  and  farthings  W'ere  first  coined. 
Fur  uj)  to  this  time  no  coins  had  been  coined 
smaller  than  the  penny,  Avhich  AA^as  much  too 
large  for  general  use.  It  had,  therefore,  been 
usual  to  break  it  in  halves  and  quarters,  being 
stami»ed  Avith  the  figure  of  a cross,  to  serve  as 
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small  change.  In  1227,  a parliament  Avas  hrld  , 
at  London,  in  Avhicli  it  aa’us  eiiacteil  that  the 
EtigUsh  groat  should  be  coined  at  a certain 
Aveight,  Avitli  the  king's  imago  on  one  side,  and  on 
the  other,  a cross  as  largo  as  the  groat,  to  prevent 
clipping.  In  1229,  the  payment  of  the  papal 
tithes  Avas  cuforcetl  with  great  severity,  and  the 
]ieoi>le  Av^ere  obliged  to  borrow  money  of  the  Cahor-  i 
sini,  Avho  then  came  into  England  for  the  first  | 
time,  along  Avith  Stephen,  the  IVpe’s  iiimcio.  It  i 
Avas  the  remission  of  this  tribute  Avhieh,  AA^e  have 
every  reason  tolxdicA'e,  gave  rise  to  the  iriA'ention 
of  Bills  of  Exchange,  (Bill  of  Exchangi:;  ! 
C'lBRARio)  which  is  often,  Avitlmut  any  authority,  ‘ 
attributed  to  the  Jews,  lit  1247,  the  money  Avas  I 
so  cliiiped,  during  the  troubles  of  the  kingdom,  ! 
that  tlie  Avhole  of  the  letters  AA-ere  cut  away,  ami  i 
CA'cn  the  inner  circle  wus  not  entire.  This  had  ' 
been  done  chiefly  by  the  merchants  of  the  coun- 
tries nearest  England,  especially  the  Flemings. 
The  evil  avu-s  iioav  so  great,  that  a general  council 
of  all  the  nobles,  lay  and  ecclesiastical,  was  held 
by  the  king  at  Oxford,  and  it  Avas  debated  Avliether 
it  was  not  expeiUent  to  alter  the  form  or  the  liiie- 
ness  of  the  money.  It  AA^as  decided  that  as  the 
matter,  and  not  the  form  of  tlie  money,  Iiad  been 
debased,  it  Avould  be  better  to  depreciate  the 
standard,  as  had  repeatedly  been  done  in  France 
and  other  Countries.  In  T24H,  the  coins  AA'ere  so 
clipped  and  debased,  that  neither  the  Phiglish  nor 
their  foreign  customers  could  endure  it  any  longer. 
Prodamatious  Avere  made  in  all  cities,  boroughs, 
fairs,  ami  markets,  throughout  the  kingdom,  that 
no  one  should  pass  or  receive  money  not  of  lawful 
AA'eight,  or  not  round.  Kepcate.d  proclamations 
of  this  nature  Avere  issued,  and  all  found  to  be 
ineffectual.  At  last  a new  coinage  aams  rendered 
indispensable  on  account  of  the  imblic  distress. 
But  the  process  of  the  ucav  coinage  AA'as  almost  as 
burdensome  as  the  bad  money.  In  consetpience 
of  the  old  moiic}' being  cried  doAvu,  Avheat  rose  to 
20s.  a (luartei*.  Very  fcAV  exchanges  for  giving 
new  mouev  instead  of  old  AA'ere  established,  not 
only  did  the  people  only  recei\'e  an  eijual  AA'eight 
of  uOAv  money  for  their  old,  but  a tax  of  Bid.  in 
the  pound  Avas  laid  on  for  exchanging  it,  so  that 
they  received  scarcely  20s.  instead  of  30s.  The 
coinage,  hoAvever,  Avas  of  the  proper  Aveight  and 
iineness. 

100.  In  1257,  the  41st  of  his  reign,  he  issued  a 
gold  coinage,  the  first  in  this  kingdom.  It  Avas 
also  called  a penny,  and  Aveighed  tAvo  sterlings,  or 
silver  pennies,  and  Avas  ordered  to  be  current  for 
20  pence.  Tims  it  bore  exactly  the  same  relation 
to  the  silver  penny,  that  the  Persian  Darios  did 
to  the  Attic  drachma.  They  AA'ere  declared  to  be 
legal  tender  in  London  at  that  rate,  but  on  the 
citizens  remonstrating,  a ucav  proclamation  Avas 
issued,  permitting  tlie  citizens  to  take  them  or 
not  as  they  jileased.  In  1265,  the  value  of  the 
gold  penny  was  raised  to  24  pence.  This  coin 
AA'as  also  termed  a ryal,  and  Avas  the  first  of  the 
kind  in  Europe.  It,  lioAAxver,  soon  disappeared 
from  circulation,  and  in  a fcAv  years  ceased  to  be 
coined. 

101.  In  1265,  it  is  said  bv  some  authorities  that 
the  statute  of  AA'eights  and  measures  AA'as  passed, 
by  Avhich  the  penny  sterling  avus  ordered  to  be  of 
the  Aveight  of  32  grains  of  Avlicat,  round  ami  dry, 
and  taken  from  the  middle  of  the  ear ; the  oz. 
to  Avcigli  20  pence,  and  the  pound  12  ounces. 


102.  The  coinage  haJ  never  been  so  debased 
ami  corrupted  as  iliiriiiir  the  troubled  years  ot 
Henry  I II.  It  was  clipped  down  to  half  its  Avoight, 
prices  rose  immensely,  and  foreign  merctiaiits 
refused  to  trade.  Immense  quantities  of  base 
coin  AA'ere  imported  from  foreign  countries,  to  the 
great  distress  of  the  peoi)le.  One  of  the  first 
things  Edward  I.  (1272)  found  it  necessary  to 
attend  to,  aams  tlie  state  of  tlie  coinage.  In  1275, 
severe  punishments  Avere  iiiliicted  upon  i»ersons 
accused  of  dipping  ami  debasing  the  money.  In 
1278,  upon  pretence  »>f  liaving  diminished  the 
coin,  all  the  Jcavs  in  England  were  seized  on  the 
same  day,  their  property  Avas  confiscated  to  the 
crown,  and  multitudes  of  them  hanged.  In  1279, 
a proclamation  was  issued  forbitiding  the  currency 
of  clipped  money  and  exchanges  were  appointed, 
Avhere  every  one,  might  obtain  ucav  money  for  the 
old,  on  paying  14d.  a pound  for  moneyage.  Ncav 
half-pennies  and  farthings  were  issued,  and  in  a 
short  time  the  clipped  money  entirely  ceased  to 
circulate.  EdAAard,  however,  iu  1280,  set  the 
first  example  of  diminishing  the  weight  of  the 
coin.  He  ordered  that  the  jiouml  of  sih'cr 
should  pass  for  20s.  3d.  The  ounce  Avas  to  AVeigh 
20  pence,  and  the  penny  24  grains,  Avhicli  Avere 
as  much  as  32  grains  of  Avheat.  He  also  coined 
groats,  or  pieces  of  four  sterlings,  or  pennies. 
He  issued  very  severe  iiroelamations  against 
persons  AV'ho  imported  base  coin  from  foreign 
countries,  and  he  appointed  persons  to  examine 
aud  seize  all  avIio  did  so.  In  consequence  of  his 
measures  upwards  of  300  persons  Avere  convicted 
aud  executed.  NotAvUhstamling  all  his  procla- 
mations and  punishments,  vast  quantities  of  base 
foreign  coin,  called /a/io  niger^poll  irds,  crocknrds^ 
scaldiugs.,  hrab<int.%  eagles.^  Iconines,  sleepings^ 
AA'ere  current.  In  fact,  there  A\as  a positive 
necessity  for  smaller  coins  than  the  silv'er  penny, 
and  notliing  could  preAamt  the  circulation  of  such 
small  coins,  except  a profier  legal  one,  such  as 
tlie  present  copper  money. 

103.  Ill  the  28tli  year  of  his  reign,  Edward 
reduced  the  penny,  Avhieh  since  the  Conquest  had 
weighed  24  grains  tOAA'er,  to  23.7073  grains  toAver. 
Up  to  this  time  the  |>ound  of  silver  money  Avas  a 
pound  both  in  Aveiglit  and  tale.  It  Avas  uoav  cut 
into  20  shillings  and  3 pence,  and  the  dimhiutiuu 
of  the  standard  Avas  1 19-81  per  cent. 

104.  An  anonymous  authoi*  quitted  by  Ruding, 
(Annals  of  the  Coinage,  VoL  I.  p.  206,  J says  tliat 
Ed\A'ard  used  leather  money,  bearing  his  name, 
stamp,  and  figure,  iu  the  building  of  Carnarvon, 
Beaumaris,  and  Conway  Castles,  specimens  of 
Avhicli  AA'ere  preserved  in  one  of  the  toAver.s  of 
CarnarA’on  Castle.  This  author  wrote  in  1622. 

105.  Edward  IF.  (Bi07)  founl  it  necessary  to 
continue  the  circulation  of  the  debiu^ed  coin, 
wliich  had  caused  so  much  distress  in  his  father’s 
life.  In  1310,  the  House  of  Commons  stated  to 
the  king  that  the  money  Avas  clipped  doAvn  to  one 
half.  In  1311,  fresh  proclamations  AA'ere  issued 
against  the  iiiqiortatiou  of  base  money  from 
abroad.  In  1319  and  1320,  tliese  proclamations 
AA^u'c  renewed,  Avith  no  good  effect,  and  in  1321, 
persons  AA'ere  appointed  to  search  all  the  ports  and 
other  places  for  clipped  and  base  money. 

106  Edward  111.  (1327)  found  the  coinage  in  a 
dreadful  state,  from  the  feeble  and  incapable  reign 
of  his  father,  and  it  aams  one  of  the  first  abuses  he 
was  called  on  to  remedy.  In  1331,  the  state  of 
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the  coiiiajjo  was  bron^lit  before  rarliaiiiont,  and  | indeed  so  nuu  h so,  that  even  men  of  sense  so  late 
a conimittiH*  w;is  appointed  to  do  what  thev  | as  the  days  of  Elizabeth,  were  not  ashamed  to 

thoiurht  requisite.  The  exjmrtat ion  of  jijood  money  | repeat  that  they  were  produced  by  the  famous 

was  forbidden  ou  pain  of  death.  Gootl  money  ‘ charlatan  and  alchemist,  Ka^'iuond  Lully,  iu  the 

was  forbidden  t"  I)C  melted  u])on  pain  of  for-  Tower,  thnu»li  he  died  about  twenty  years  before 

feiliire.  All  black  money  was  to  cease  to  be  the  date  of  them. 

current  one  month  after  the  proclamation.  But  WX  In  134G,  the  evil  practice  of  tampering 
goiul  coin  continued  to  be  verv  scarce,  and  its  with  the  coinage  was  resumed.  The  noble  was 
scarcity,  together  with  au  abundant  harvest  in  diminished  by  10  gi’ains,  that  is,  the  pound  weight 
l’t»l7,  caused  tl\e  ])rice  of  a quarter  of  wheat  to  of  standard  gold  was  coined  into  42  nobles,  at 
fall  to  2s.,  and  that  of  a fat  ox  to  Os.  8d.  Fro-  i Os.  8d. ; at  the  same  time  the  penny  was  reduceil 
clamation  after  proclamation  M as  issued,  all  of  to  20  grains,  or  the  pound  weight  of  silver  cut 
tiiem  perfectly  inetfectual.  The  state  of  the  cur-  into  22s,  6d,  Iu  this  year  tlie  Commons  peli- 
rency  Avas  iu  fact  a chronic  disease,  from  the  timied  against  the  importation  of  foreign  ba.<e 
financiers  of  the  age  not  having  discovered  its  coins  called  Lusuhebournes,  Avhich^  Avere  Avortii 
fundamental  principle—that  good  and  bad  coin  only  8s.  the  j'ound;  they  had  obtained  very  ex- 
cannot  circulate  together,  but  the  bad  drives  out  tensive  circulation,  to  the  great  detriment  of  those 
tlie  good.  'vho  could  not  distinguish  them.  They  also 

107.  This  constant  debasement  and  corruption  i>etitioned  that  iu  consequence  of  the  great  scarcity 

of  the  currency  repeatedly  attracted  the  notice  of  of  good  coins  in  the  realm,  the  king  Avoiild  order 
Farliament,  and  thev  cudeaA'oured  to  jirovide  a frequent  coinages,  and  that  the  mints  should  be 
remedy.  But  their"  plans  never  went  further  kept  open  iii  all  places  Avhere  they  used  to  be. 
tliau  making  hxAvs  to  prevent  the  cxjiortatiou  of  Fresh  quantities  ot  the  lu.sshebournes  being  iin- 
gx)0d  monev  and  importation  of  bad,  denouncing  ported,  the  Commons  again  petitioned  in  BU7, 
heavy  penalties  on  those  Avho  did  so,  ami  offering  and  several  merchants  Avere  draAvn  and  hanged. 
rcAvards  to  those  Avho  discovered  the  culprits.  HO.  In  1352,  the  coinage  was  still  further 
Merchants  Avere  obligeil  to  give  security  that  for  diminished  in  Aveight.  The  pound  weight  of  gold 
every  sack  of  av*xi1  they  exported,  they  should  Avas  cut  into  lifteen  pounds,  and  the  pound  Aveight 
bring  back  two  marks  of  sih^er.  In  1343,  the  of  silver  into  25  shillings,  or  300  pennies  or 
state  of  the  ciuTencv  AA’as  taken  into  consideration  sterlings.  Q hus  it  was  already  diminished  by 
bv  Farliament,  Avhb  called  in  the  advice  of  cer-  ouc-fourtli,  since  the  con(iuest.  This  reduction 
tain  merchants,  goldsmiths,  and  nioneyers,  avIio  in  the  Avcight  of  the  coinage,  caused  great  i>ublic 
were  cluu'ged  to  devise  means  to  pre\’cnt  the  ex-  dissatisfaction,  and  the  Bishop  of  Winchester, 
port  of  goo<l  money,  and  the  import  of  base  the  Treasuroi  of  the  kingdom,  avIio  was  siqxposed 
money.  A statute  relating  to  the  silver  money  to  Iiave  adAi^ed  it,  became  very  unpoi»uliu\  In 
Avas  passed  as  the  result  of  these  deliberations.  1354,  the  Commons  again  urged  upon  the  king  to 
But  as  the  persons  Avho  framed  it  had  no  scientific  reform  the  coinage,  and  that  the  sterling  should  be 
knowledge  of  the  subject,  Ave  cannot  be  surprised  restored  to  its  former  value.  But  the  king  paid 
that  it  Avas  no  avail.  no  attention  to  their  complaints.  The  money  of 

108.  One  important  measure,  however,  was  Scotland,  Avliich  had  hitherto  been  of  the  same 
adopted.  It  Avas  determined  to  issue  a gold  coin-  Aveight  and  alloy  as  that  of  England,  M’as  now 
a"c  to  supplv  the  scarcitv  of  the  silver.  This  still  more  di-preciated  than  the  English  money, 
coinage  Ava.s  to  supersede  all  the  foreign  gold  coins  and  in  1355,  was  forbidden  to  be  current  as  it  had 
tiieu  fn  circulation,  and  Avas  to  be  legal  tender  been  up  to  tliat  time.  But  the  ancient  coins  of 
betAvecn  merchant  and  merchant,  and  between  Scotland  AA'ere  alWed  to  be  current  as  heretofore, 
any  others  that  chose  to  accept  it.  The  perraa-  During  sever  il  years  repeated  proclamations  Avere 
neut  restoration  of  gold  as  a substance  of  cur-  issued  against  the  currency  of  the  Scotch  money, 
rency  t«jok  place  in  1344,  none  having  been  Avhich  Avas  becoming  rapidly  debased. 

coined  since  1257.  Three  sorts  of  gold  money  111.  Kiclmrd  II.  (1377)  succeeded  at  the  ago 
Avereto  be  ksued.  One  AA'ith  tAA'o  leopards,  or  of  11.  In  the  next  year  the  Commons  again  corn- 

lions,  to  be  current  at  6s.,  and  to  be  equal  in  plained  of  the  export  of  the  good  coin,  and  of 
Avcight  to  tAVo  i^etit  fiorins  of  Florence  of  full  the  clipping  and  bad  state  of  the  currency.  No 
Aveigdit.  Smaller  coins  of  the  value  of  3s.  and  gold  and  siher,  they  said,  Avere  brought  into  the 
Is.  (Id.  Averc  also  coined.  These  gold  coins  Avere  realm.  In  tonsefiuence  of  this,  every  merchant 
called  tlorins,  maille  fiorins,  and  farthing  florins.  Avas  ordered  to  bring  bullion  of  gold  or  silver  to 
This  luiuiey  AA-as  rated  loo  high,  and  the  mer-  the  A\alue  of  12  sterlings,  for  every  pound  of  cloth 
chants  consequently  refused  to  receiA^e  it,  aud  it  of  gold  he  imported. 

M'as  recalled.  A ucav  coinage  Avas  issued,  called  112.  In  1381,  the  Commons  again  called  the 
nobles,  maille  nobles,  and  lerliug  nobles.  The  attention  of  the  king  to  the  miserable  state  of  the 
noble  was  6s.  8d.,  and  the  others  in  proportion,  kingdom,  in  <!onsequeiice  of  the  bad  state  of  the 
The  pound  Aveight  of  standard  gold  Avas  coined  currency.  The  gold  coin  current  Avas  deficient 
into  394  nobles.  The  pound  AA'eight  of  silver  Avas  in  Aveiglit  to  the  amount  of  13s.  4d.  in  the  pound, 
coined  into  XI  2s.  2d.  It  Avas  ordered  that  the  audeA’eu  more.  The  ofticers  of  the  mint  also 
money  should  be  publiclv  assayed  in  presence  of  complained  that  no  money  of  gold  or  sihxr  A\-as 
the  king's  council,  before" it  Avas  given  to  the  mer-  made  there.  They  w^ere  accordingly  summoned 
chant.  The  ueAv  coins  Avere  ordered  to  be  re-  to  give  their  advice.  But  tliey  had  nothing  to 
ceived  in  payment  of  sums  of  20s.  and  upAvards.  propose,  except  Avhat  had  been  tried  repeatedly 
They  received  their  name  from  the  noble  nature  aud  failed. 

(tf  tiie  metal  of  Avhich  tliey  AA'cre  made.  They  113.  Tin  reign  of  Henry  IV.  (1399-1413) 
Averc  consUlorod  to  be  the  most  pure,  valuable,  callsTor  no  special  remark.  The  same  complaints, 
aud  beaulil’ully  executed  coins  of  their  day,  and  the  same  useless  remedies  tried,  can  give  no 
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cniintiTfijiteil,  by  persons  ■\v!io  uslmI  such  counter- 
feits in  biiviu^f  up  victuals  and  incrchaudixe, 
"iviiit'  they  cured  not  what  for  tlie  same  to  the 
ureat  eiihauceni'-ut  (»f  the  price  of  all  things. 
His  nujesty,  th  reftjre,  sensible  of  the  great 
beiielits  tliat  would  arise  from  bringing  back  the 
coin  to  its  old  staiulard,  had  determined  to  reform 
the  same.  Preparatory  to  this,  it  was  ordore<l 
that  after  the  last  day  of  August,  the  current 
Cidns  should  only  pass  for  their  Wi>rth  in  silver, 
shillings  were  reduced  in  nine  pence,  and  groats 
to  three  pence.  The  natural  consetpience  imme- 
diately followed,  prices  everywhere  rose.  A most 
extraordinary  was  adopted.  In  order  to 

prepare  the  way  for  an  amendment  of  the  coinage^ 
one  still  more  debased  was  issued,  contiiiiiingoiily 
three  ounces  of  .silver  to  nine  of  allov,  in  order 
that  the  debts  of  the  realm  might  be  paid,  and 
£1  (JO, 000  gained  to  make  the  reformed  coinage. 
Tile  ]ieople  were  in  the  utmost  state  of  confusion 
at  this  med^lling  with  the  money.  No  one  knew 
where  the  dcbjisement  would  .stop.  The  prices  of  , 
all  things  ro.so  excessively.  To  put  a stop  to  this,  [ 
a severe  proclamation  was  issued,  forbidiling  any  | 
one  to  invent,  speak,  mutter,  or  devise  any  i 
manner  of  tale,  news,  or  report,  either  touching  | 
the  abusing  of  the  said  coin,  or  in  disparagement 
of  the  king,  or  the  proceedings  of  his  council,  on 
pain  of  line,  imprisonment,  and  mutilation.  Never- 
theless within  a mouth,  the  value  of  the  coin  wms 
still  lurther  diminished.  The  testoon  Wiis  cried 
down  from  uinepeuce  to  sixpence,  and  the  groat 
from  threepence  to  twopence.  The  writers  of  the 
day  notice  the  terrible  sntferings  of  the  poor  from 
these  repeated  tamperings  with  the  coinage,  j 
Cuwper,  afterwards  JJishop  of  Winchester,  says, 

*•  rile  richer  sort  partly  by  friendship,  under- 
standing the  King  beforehand,  did  put  away  | 
that  kind  of  iiiouey,  partly  knowing  the  base-  | 
ne>s  of  the  coin,  ke]jt  in  store  none  but  good  gold  | 
and  silver,  tlial  could  not  bring  any  loss.*’  Thus 
^ve  sec  the  fact  noticed,  that  in  a dejireciated 
state  of  the  curreuey,  ail  the  good  coin  vanishes 
from  circulation,  and  is  hoarded  or  exported, 
although  tlietime  was  not  yet  come  when  men  could 
discover  that  it  was  a great  and  fundamental  law 
of  the  currency.  The  derangement  of  tlie  usual 
relations  between  the  coin  and  bullion  was 
so  great  that  bullion  rose  to  T2s.  the  ounce, 
anil  the  old  angels  wliich  were  coined  to  re- 
present Gs.  «d.,  rose  to  21s.  The  evident 
meaiihig  of  which  was  that  there  was  only 
an  ounce  of  silver  in  12s.  of  coin,  and  that  the 
silver  coinage  was  so  debased  tlut  20s.  of  the 
debased  money  was  only  equal  to  Gs.  8d.  of  the 
good.  Tiiese  are  the  identical  phenomena  Avhich 
afterwards  excited  so  much  controversy  in  the 
reign  of  William  III.,  and  in  the  great  currency 
joutroversies  of  1811,  and  subsequent  years,  wlien 
the  Bank  note  exhibited  exactly  the  same  pheno- 
mena of  depreciation  as  the  debased  metallic 
•urreucy.  The  relative  values  of  the  precious 
metals  were  so  little  understood,  that  while  silver 
wa.s  rated  at  12s.  the  ounce,  gold  was  only  valued 
at  GOs.,  or  rive  times  the  value  of  i>ure  silver,  and 
at  one  time  it  Wiis  further  reduced  to  48s. 

The  council  of  Edward  V'l.  was  so  thi»roughlv 
impres.seJ  witli  the  frightful  disorders  of  this 
monetary  anarchy,  that  the  measures  for  the  com- 
plete reformation  of  the  coinage  were  nearly 
completed,  when  tiie  sickly  boy  died.  Mary 


! found  on  her  iccession  the  coinage  nearly^ 

reformed,  and  slie  resolved  to  take  advantage  ot 
tile  iKipiilarity  attending  the  reformation,  at  the 
, same  time  iiileudiug  to  debase  it.  She  issued  a 
I proclamation  setting  forth  her  intention  to  coin 
j the  money  of  silver  of  the  standard  rineness,  but 
i by  her  indent 'ires  with  the  mint  master,  the  silver 
I was  reduced  to  eleven  ounces  riue,  that  is  onedwt. 

I less  than  the  last  of  Edward  VI.,  and  two  dwts. 

I less  than  sterling.  During  this  short  reign,  the 
; usual  proclainations  were  issued  against  importing 
I counterfeit  and  base  coin  from  abroad,  and  ex- 
porting good  coin,  and  the  usual  complaints  were 
made  of  persons,  both  natives  and  foreigners, 
buying  up  the  good  coins  at  higher  rates  than  they 
w\-re  rated  at.  and  melting  them  for  exportation. 

123.  No  i^uoiier  had  Elizabeth  mounted  the 
throne  (Iri.'iS),  than  she  turned  her  attention  to 
complete  the  great  reform  of  the  coinage,  begun 
by  lier  brotlur  Edward  VI.,  being  moved  thereto 
by  the  illustrious  Gresham,  who  has  the  great  merit 
of  being  the  first,  as  far  as  we  can  discover,  who 
diseerned  the  great  fundamental  law  of  the  cur- 
rency, tliat  good  and  bad  money  cannot  circulate 
toget!n*r.  The  facts  had  been  rcqjeatedly  observed 
before,  but  no  one,  that  we  are  aware  of,  had 
discovered  their  necessary  relation,  before  Sir 
Thomas  Gresham.  This  eminent  merchant  was 
presented  to  tue  Queen,  three  days  after  her  ac- 
cession, by  Cecil,  and  she  immediately  employed 
him  to  negociate  a loan,  which  was  necessary  in 
the  exhausted  state  of  the  treasury  left  by  Mary. 
Before  leaving,  for  Flanders,  he  wrote  a letter  of 
advice  to  the  Queen,  explaining  how,  among  other 
things,  all  the  riue  money  had  disappeared  from 
circulation.  The  cause  of  this  he  attributed  to 
the  deba.si/iff  of  the  coinage  by  Henry  VIII.  Thus 
lie  seems  to  iiave  been  the  tirst  to  declare  that 
the  issue  of  tlie  base  money  was  the  came  of  the 
disappearance  of  the  good.  Hence  ■we  may  justly 
call  it  Greshams  Law  of  the  Currency.  He 
earnestly  recommended  the  Queen  to  bring  back 
the  currency  to  its  former  purity,  and  in  accord- 
ance with  his  advice,  she  soon  set  about  it  in 
earnest. 

124.  On  the  27th  September,  15G0,  a proclama- 
tion was  issued,  stating  the  evils  of  the  debased 
money ; that  the  estimation  England  had  been 
held  in  was  vanished  away — that  great  quantities 
of  forged  and  counterfeit  coins  were  imported, 
and  all  the  good  old  silver  and  gold  ones  were 
exported,  and  the  iirices  of  all  things  greatly 
raised.  She  therefore  reduced  the  value  of  these 
base  coins  as  nearly  as  possible  to  their  true 
w'orth,  the  base  penny  to  three  farthings,  and  the 
others  in  proitortion.  Some  testoons  w'ere  how- 
ever so  grossly  adulterated,  as  to  be  unfit  for  cir- 
culation at  all,  they  were  allowed  to  be  current 
for  four  months  only,  at  two-iicnce  farthing. 
For  relief  of  the  holders  of  this  base  coinage, 
they  were  allowed  to  exchange  it  at  the  mint, 
during  the  space  of  four  months,  for  good  new 
money  at  that  rate.  Tills  sudden  reduction  of 
the  value  of  the  money  in  their  possession  made 
many  complaints  among  the  people,  and  to  remove 
these,  anothei  proclamation  was  issued  stating 
the  reasons  for  it.  It  is  said  that  in  former  days 
England  was  held  hi  high  honour  among  nations, 
because  she  tolerated  no  money  but  gold  and 
silver,  whereas  all  other  countries  in  Christendom, 
Germany,  France,  Spain,  Flanders,  Scotland,  had 
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i.s.sned  gi'oat  quantities  of  ba^e  money  in  recent 
times,  and  had  tliereby  brought  on  tliern.si-lves 
much  infamy  and  ivproaeli.  That  England  was 
now  exposed  to  similar  obloquy,  ami  that  the  Queen 
was  determined  to  ivmove  this  reproach,  and  as 
it  would  bo  a great  liurden  and  expense  to  lier- 
self,  every  good  subject  ought  to  be  content, 
though  it  brought  some  loss  upon  liimself.  That 
in  consequence  of  the  base  state  of  the  coinage, 
vast  (luantilies  of  counterfeit  coin  liad  been  im- 
jiorted  from  foreign  countries,  ami  had  been 
uttered  at  the  rate  of  twelve-pence  the  testixni, 
when  it  was  n<»t  in  reality  worth  two-pema*. 
That  although  great  quantities  of  gold  and  silver 
had  been  coined  in  the  latter  end  of  the  reign  of 
Edward  VI.,  as  well  as  in  the  time  of  Mary,  and 
even  in  her  own  reign,  yet  no  part  of  it  was  seen 
commonly  current,  but  jiart  of  it  was  exported, 
and  part  of  it  lioarded.  That  aithongli  the 
harvests  had  lieen  plentiful,  and  tliere  had  been 
no  .such  scarcity  as  tliat  of  former  times,  in  which 
many  hundreds  ami  thousands  of  people  had  died, 
yet  the  prices  of  all  sorts  of  commodities  and  food 
had  risen  immeasurably,  and  were  daily  rising, 
for  which  no  remedy  could  be  devised  except 
causing  the  base  money  to  be  current  at  its  true 
value.  For  every  man  of  tlie  least  understanding, 
by  one  means  or  other,  knew  that  a testocui  was 
not  worth  sixpence,  nor  the  piece  of  two-pence 
worth  so  uiucli,  and  therefiu'e  no  man  would  gi>'e 
the  thing  M hich  Avas,  and  even  had  been  worth 
sixpence,  for  a testoon,  but  would  rather  require 
two  testoons;  and  so  a thing  being  worth  six- 
pence, wins  bought  and  sold  either  for  two  testoons, 
or  one  and  a half,  which  was  in  reckoning  twelve, 
and  ninepence,  and  now  every  testoon  being  brought 
to  the  just  value,  it  must  needs  follow  that  one 
shall  buy  of  another  hereafter  for  fourpence  half- 
penny, which  >vas  wont  to  cost  sixpence. 

125.  In  future,  nothing  but  fine  money  was  to 
be  issued,  whence  all  poor  persons  who  lived  by 
daily  wages,  all  poor  geiitletnen  who  lived  uj)un 
pensions  and  stipends,  all  soldiers,  and  serving 
men,  should  have  their  payments  made  in  good 
and  fine  money,  and  thus  buy  more  ueces.saries 
than  they  could  before,  by  at  least  a fourth  part. 

By  the  reform  also  of  the  coinage,  the  foreign 
cxclianges  which  had  been  much  dei>ressed,  would 
be  brought  to  their  proper  level,  and  foreign  com- 
modities reduced  in  price. 

For  these  and  other  reasons  every  man  oiiglit 
totliank  Almighty  God  that  he  Iiad  lived  to  see 
the  honor  of  his  country  restored,  silver  in  tlie 
jvlace  of  copper,  the  prices  of  things  lowered,  and 
all  people  able  to  live  more  comfortably  on  their 
■wages,  and  free  from  being  robbed  by  forgers- 

12G.  By  the  mint  indentures  of  the  8tli  of  No- 
vember, of  the  same  year,  it  was  provided  tliat 
the  gold  and  silver  should  be  of  the  old  standard. 
The  pound  weight  of  gold,  23  carats  3^  grains 
fine,  was  to  be  coined  into  30  pounds  by  tale,  a 
pound  weight  of  crown  g*)hl,  22  carats  fine,  w'as 
to  be  coined  into  33  i>ounds  by  tale.  And  a 
pound  weight  of  silver  of  the  old  sterling  standard 
was  to  be  coined  into  3 pounds,  or  GOs.  by  tale. 

A medal  was  struck  to  commemorate  the  event. 
On  the  obverse  w'as  the  Queen’s  bust,  w ith  the 
inscription  i;t  axglije  gloria,  and  on  the  re- 
verse, Justice  seated,  bearing  the  sword  and 
balance,  with  the  legend  bene  co.nstituta  be 
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This  great  reform  gave  much  public  satisfac- 
tion, and  was  greatly  coinnieiidc<l  by  contemporary 
iiistoriaiis.  Repeated  proclamations  were  issiird 
against  the  base  monies,  which  still  circulated, 
and  in  order  to  encourage  jieople  to  bring  them 
to  tlie  mint,  it  was  spread  alwoad  that  something 
more  than  their  true  value  would  be  allowed  for 
them,  and  in  order  to  accelerate  the  new  coinage 
wliicli  the  (^ueeii  had  so  mueh  at  heart,  she  went 
publicly  to  the  mint,  and  coined  certain  jjieces  of 
gold  herself,  which  she  gave  away  to  those  about 
her.  For  the  public  convenience, coinsofa  small 
denomination  w'ere  struck  of  sterling  silver.  Jt 
was  further  ordered  tliat  no  foreign  coins,  except 
tlie  Frencli  and  Flemish  crowns,  should  be  any 
longer  current  in  the  kingdom,  but  every  one 
who  had  foreign  coins  of  gold  or  silver  might 
bring  them  to  the  mint,  and  receive  in  exchange 
their  full  value  in  the  coin  of  the  realm. 

127.  In  15G0,  the  mill  and  screw  were  intro- 
duced in  the  mint  by  a Frenchman,  w*ho  was 
allow'ed  to  coin  milled  money  in  the  tow  er. 

128.  Notwithstanding  the  great  reform  in  the 
coinage,  the  old  mischiefs  began  to  re-a]>pcar,  ami 
many  proclamations  were  issued  iigainst  clippers 
and  counterfeits,  (ireat  complaints  also  arose  of 
the  scarcity  of  money  in  15G9.  The  Queen 
borrowed  money  of  her  subjects  at  G |)er  cent., 
to  supply  the  general  want.  About  this  time, 
too,  the  want  of  small  change  was  felt  so  strongly 
that  luimbcrs  of  tradesmen  w'cre  obliged  to  issue 
private  tokens  for  half-pence  and  farthings.  They 
were  made  of  lead,  tin,  latten,  and  even  leather. 
The  Queen  was  much  annoyed  at  this,  and  sought 
to  remedy  it.  But  it  was  represented  to  her  that 
if  the  farthings  were  coined  of  silver,  there  W'ould 
only  be  two  grains  in  them,  which  would  be  a 
coin  too  small  for  general  use,  and  if  they  were 
increased  by  alloy  to  six  grains,  which  w-as  the 
smallest  that  it  would  be  conveniem  to  coin,  they 
would  be  so  easily  counterfeited,  as  if  they  w'cre 
coi>per  But  if  they  were  made  of  copper,  they 
might  faithful!}'  be  the  weiglit  of  one  penny- 
weight, and  could  not  be  counterfeited.  The 
Queen  approved  tlie  suggestion,  and  a i>roclama- 
tion  was  drawn  up  to  make  them  current.  But 
it  was  never  issued,  and  the  coins  were  not  struck. 
But  tiie  (^ueeii  granted  a license  to  the  city  of 
Bristol  to  coin  copper  tokens,  w'hich  w'ere  to  Ihj 
current  for  small  change  in  the  city  and  10  miles 
round. 

120.  Ill  1587,  the  old  evils  of  clijqiing  were 
strongly  felt ; a prudamatiou  warned  people 
against  receiving  or  pin^sing  any  clippeil  or 
Counterfeit  money,  and  all  to  whom  any  such  w'as 
ortered  were  authorized  to  refuse  them,  and  to  bore 
them,  and  cut  them  into  pieces,  and  give  them  back 
to  the  owner.  And  in  order  to  enable  any  one  to 
judge  of  the  proiier  w'eight  of  the  coins,  the 
warder  of  the  mint  was  ordered  to  prepare 
balances  exhibiting  the  true  W'eiglit  of  each  coin, 
and  sell  them  to  the  public  at  reasonabK-  prices. 
And  every  city,  borough,  and  town  coipurate 
was  ordered  to  have  at  least  one  of  such  balances, 
to  settle  disputes  among  the  subjects.  The 
“remedy,”  or  los.s  of  weight,  allowed  on  the 
ditferent  coins,  was  for  the  piece  of  30s.  not  more 
than  4^  grains;  for  that  of  20s.,  3 grains;  for 
that  of  15s.,  2^  grains;  fur  that  of  10s.,  2 grains; 
for  5s.,  1 grain  ; and  for  2s.  Gd.,  ^ grain.  Tlio 
prices  of  the  balances  w'ere  also  regulated. 
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130.  Ill  1-503,  the  poiiml  weight  of  crown  gold 
IS  ordered  to  be  coined  into  33poniuls  by  talc. 

li  IbOl,  the  weight  of  the  coinage,  both  gold 
a d silver,  was  diminished.  The  pound  weight 

0 crown  gold  was  ctiined  into  .£33  10s.  by  tale; 
a id  the  poinul  weight  of  silver  into  £3  :2s.  by 

t:  le.  . ' 

131.  James  A^I.  (1G03)  issued  a proclamation  j 
11  aking  the  money  of  Scotland  current  in  England 

1 1 its  ]»roportionate  value.  The  jn'icc  of  six 

1 muds  was  found  to  be  equivalent  to,  and  made  | 
c irrent  at,  10s.,  and  the  mark  for  13^d.  In  the 
s me  year  he  continued  the  bad  practice  of  dimi-  ' 
i ishin'g  the  weight  of  the  coin.  The  pound  weight 

( ' crown  gold  was  ordered  to  be  coined  iub> 
i 37  4s.  by  tale.  The  silver  to  be  as  in  the 
1 ist  coinage  of  the  Queen.  ^ ^ 1 

13*2.  In  the  same  year  he  determined  to  issue  a ^ 
i niforni  coinage  for  Great  Britain.  New  coins 
< f gold  and  silver  were  struck, — the  unit  of 
{ old  of  the  value  of  20s.  sterling,  others  of  the 
' alue  of  10s.,  5s.,  and  4s.  A new  silver  coinage 
’ - as  also  struck,  and  tables  prepared  showing  the 
1 elative  weights  of  English  and  Scotch  money. 

' ’his  was  done  to  facilitate  the  union  of  the 
ingdoms,  which,  however,  he  was  unable  to 
' dbet. 

1 33.  It  was  soon  afterwards  found  that  the  gold 
' oin  was  underrated  in  comparison  to  the  market 

a'ice  of  gold  and  silver  in  foreign  countries, 
t was,  therefore,  exported  in  large  quantities. 
To  remedy  this,  the  unit  Avas  raised  in  value 
0 22s.,  and  the  other  coins  in  pro])ortion.  In 
irder  to  induce  merchants  to  import  bullion,  the 
ting  gave  notice  that  foreign  coins  should  be 
lought  at  the  mint  at  fixed  rates. 

134.  In  1G13,  an  attempt  Avasmade  to  put  down 
he  circuhit’Oii  of  lead  tokens,  Avhich  Avere  re- 
juired  in  the  dearth  of  small  change.  The 
■xtent  to  Avhich  these  Avere  issued  may  be 
magined,  when  Sir  Kobert  Cotton  say.s,  that 
n London  alone  there  Avere  aboA'e  3,000  trades- 
nen,  avIio  issued,  on  an  average,  five  I'ounds  a 
piece  of  leaden  farthings.  And  the  number 
throughout  the  country  was  proportional  to  that 
in  London.  A proclamation  acknowledged  the 
necessity  for  tolerating  such  small  money  in 
times  past,  but  it  said  tliat  it  had  also  its  hicon- 
vHmiences,  as  the  issuers  of  them  often  died  or 
removed,  and  those  Avho  held  these  tokens  lost 
thereby.  Tlie  king,  therefore,  covenanted  Avith 
Lord  Exeter,  to  coin  a sufficient  quantity  of  copper 
farthings  for  the  use  of  those  avIio  liked  to  receive 
them.  No  one,  how'eA'cr,  avus  to  be  compelled  to 
take  them  against  his  Avill.  The  issue  of  leaden 
tokens  Avas  then  forbidden.  The  iieAv  farthings 
were  very  unpopular,  and  were  got  into  circulation 
Avith  great  difficulty.  Throughout  the  reigu  the 
usual  proclamations  continued  to  be  issued  against 
malpractices  and  exportation  of  the  coinage,  but 
Avith  the  usual  inutility. 

135.  Charles  I.  (1625)  found  the  same  com- 
jdaiiits  of  the  scarcity  of  mouej^  rife  on  his  ac- 
cession, as  had  been  common  for  centuries.  A 
commissit)!!  was  directed  to  Lord  Maiidevill,  to 
inquire  into  the  causes  of  the  great  scarcity  of 
money,  and  the  means  by  Avhich  coin  and  bullion 
might  be  brought  into  the  country  more  plenti- 
fully, and  also  be  preserved  from  exportation. 
They  were  to  inquire  what  mitiA'e  commodities 
qf  the  kingdom  were  of  tliat  necessary  usefulness 
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to  neighbouring  nations,  as  that  they  might  filly 
return  home  a pvojKirtion  ot  coin  and  Inilliou  for 
a supply  of  treasure.  The  financiers  ol  that  ami 
all  preceding  ages  AA*ere  unfortunately  ignorant 
that  the  evils  they  complained  of,  were  c««.sv^/  bn 
the  ayndition  of  the  currency  itself  and  until  that 
was  amended,  CA'^erything  else  Avas  futile.  A 
patent  was  granted  to  the  Duchess  of  Richmond 
and  Sir  Francis  Crane  for  17  years,  to  haAC  the^ 
exclusive  right  of  coining  farthing  tokens  ot 
copper,  and  the  issue  of  all  private  ones  Avas  for- 
bidden. , 1 * 

136.  In  1627,  strongcomplaintSAverc  made  that 
the  goldsmiths  culled  out  all  the  more  weighty 
coins  for  the  j'urpose  of  melting  and  expoitiug 
them.  This  A^'as  caused  by  the  liberty  Avhidi 
certain  goldsmiths  had  usuiqied  of  acting  as  ex- 
changers, contrary  to  law.  To  remedy  this,  the 
Earl  of  Holiaml  Avas  api>oiuteJ  sole  exchanger, 

I and  ev'ery  one  else  forbidden  to  buy  or  sell  bul- 
lion or  coin,  under  heaA\y  penalties.  A procla- 
I mation  Avas  issued  forbidding  the  exportation  ot 
! the  coin;  commanding  that  no  goldsmith,  finer, 
&c.,  should  m';lt,  &c.,  any  coins,  or  ciill^  for  the 
purpose  of  molting,  exporting,  or  altering  tlie 
coins;  and  that  no  one  should  take  for  exchange 
more  than  the  prices  allowed  at  the  mint  in  ex- 
change. Every  goldsmith  upon  a sale,  wp  to 
give  a ticket,  with  his  name  and  mark  on  it,  to 
his  customer,  stating  the  value  in  bullion,  and  the 
value  of  the  Avorkmanship  separately,  so  that  the 
buyer  might  kiioAV  what  to  demand  for  the  same 
at  the  King’s  mint  or  exchange.  All  money  de- 
ficient in  weight  beyond  the  (piautity  already 
allowed,  Avas  to  be  decried  and  rendered  un-cur- 
rent, and  if  any  avjis  ofi’ered  in  payiueiit,  the  per- 
son to  Avhom  it  Avas  offered  might  bore  it,  ami 
return  it  to  the  otfercr.  All  gold  and  silver  plate 
Avere  ordered  to  be  of  the  fineness  of  the  money 
of  England. 

137.  In  1632,  a change  had  been  going  on  m the 
relative  A’alues  of  gold  and  silver,  and  gold  be- 
■ came  so  plentiful,  and  silver  so  scarce,  that 
di*overs  and  farmers  who  brought  their  cattle  to 
Smithfield,  commonly  made  their  bargain  to  be 
paid  in  silver,  and  not  in  gold.  Silver  rose  to  a 
premium  of  tA^'o-pence  in  the  pound,  to  get  twenty 
shillings  in  silver  for  the  exchange  of  u twenty 
shilling  piece  of  full  weight.  People  in  Lomlou 
and  Westminster  commonly  carried  gold  scales 
about  Avith  them  to  Aveigh  gold  on  all  occa.sions. 
Repeated  proclamations  Avere  issued  against  the 
quantities  of  counterfeit  farthing  tokens  in  circu- 
lation, and  none  were  alloAvedto  pass  except  those 
issued  by  the  late  and  present  kings.  In  1637, 

I informations  were  exhibited  in  the  Star-chamber 
' against  twelve  persons  for  melting  and  exporting 
the  coin,  and  culling  out  the  heaviest  coins,  and 
selling  them  nbove  the  mint  price.  They  Avere 
fined  or  imprisoned.  In  1640,  the  exportation  ot 
the  gold  coin  was  strongly  complained  of  iii 
Parliament.  In  the  same  year,  the  king  suddenly 
seized  the  merchants’  money  and  bullion  in  the 
mint,  which  tfiey  used  as  a species  ot  bank  ot  de- 
I posit.  After  some  difficulty  they  gut  it  back,  but  tlie 
' credit  of  the  mint  was  gone,  and  they  Avere  obliged 
to  keep  it  at  home,  until  they  began  to  entrust  it  to 
thegoldsraitlH,  who  thus  became  the  first  private 
bankers  in  England. 

138.  Tlie  king  Avas  noAv  so  distressed  for  money 
that  it  was  oU  nmly  debaieil  at  the  council  to 
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coin  £300,000  of  base  money.  After  several 
days’  debate  the  plan  Avas  rejected,  cliietly  in  con- 
sequence of  the  able  and  powerful  o]>positiou  of 
Sir  Thomas  UoAv^e,  whose  speech  is  gi\'en  at 
length  in  Rushworth,  and  Avell  deserves  reading. 
In  December,  the  Commons  presented  a remou- 
strance  to  the  king,  strongly  upbraiding  him  for 
the  A'iolatiou  of  public  faith,  and  private  interest, 
in  seizing  the  merchants’  bullion  and  cash  in  the 
Tower,  and  for  the  abominable  project  of  the 
brass  money,  by  which  the  whole  kingdom  AA'as  to 
be  robbed  at  once. 

139.  It  may  be  stated  to  the  honor  both  of  the 
King  and  the  Parliament,  that  neither  of  them 
debased  the  coins  during  the  unhappy  civil  Avar. 
The  Parliament  carefully  used  the  royal  dies  in 
their  coins,  so  that  they  should  freely  pass  current 
throughout  the  kingdom,  and  the  King  set  up  a 
mint  in  New  Inn  Hall,  at  Oxford.  The  work- 
maushii)  of  the  pieces  he  caused  to  be  struck  Avas 
of  the  rudest  description,  but  the  purity  of  the 
standard  was  maintained. 

140.  The  Parliament  of  the  Commonwealth, 
1649,  ordered  gold  coins  of  the  A^alue  of  20s.,  and 
of  the  Aveight  of  5 dwts.  20  grains  10  mites,  and 
pieces  of  lOs.  and  5s.  of  proportionate  Aveight,  to  be 
struck,  and  sih'er  pieces  of  5s.,  of  the  Aveight  of 
19  dwts.  8 grains  10  mites  8 droits.,  and  smaller 
coins  in  similar  proportions,  but  all  ot  the  standard 
fineness,  to  be  struck,  and  current  throughout  the 
Commonwealth,  Cromwell  issued  a small  coin- 
age of  the  same  weight  and  denominations  as  that 
of  the  Commonwealth,  but  it  never  became  gene- 
rally current  to  any  extent. 

141.  Charles  II.  (1660)  found  it  necessary  to 
issue  the  usual  proclamations  against  clipping, 
melting,  and  exporting  the  coin.  On  the  10th  of 
June,  1661,  it  Avas  said  that  there  Wfis  a great 
scarcity  of  money,  occasioned  by  the  illegal  and 
promiscuous  buying  and  selling  all  sorts  of  gold 
and  silver  at  higher  rates  than  ever  his  Majesty, 
or  any  of  bis  royal  progenitors,  had  allowed  at 
their  mints.  All  the  old  statutes  against  such 
practices  were  rcAUA^ed,  and  ordered  to  be  strictly 
enforced.  Notwithstanding  all  these  proclama- 
tions, it  Avas  obserA'ed  that  the  gold  money  Avas 
exported  in  such  quantities,  as  to  be  far  more 
common  in  foreign  countries  than  in  England.  A 
consultation  of  the  privy  council  Avas  held  to  con- 
sider this  evil,  and  having  called  in  the  officers  of 
the  mint  and  the  most  experienced  goldsmiths, 
tliey  came  to  the  conclusion  that  it  tu'ose  from  the 
great  profits  made  by  the  merchants  by  exporting 
gold  coin,  which  bore  a liigher  value  compared  to 
silver  abroad  than  it  did  at  home.  To  cure  this, 
it  was  determined  to  raise  the  value  of  the  gold 
coin  at  home,  b)  correspond  with  its  market  price 
abroad.  The  unit  Avhich  had  been  struck  to  re- 
present 20s.,  and  liad  been  raised  to  22s.,  was 
now  further  raised  to  23s.  6d.,  and  the  other  gold 
coins  in  jiroportion.  It  wjis  also  repeated  that  all 
pieces  below  the  remedy  alloAA'cd,  should  be  re- 
fused in  payment.  The^  money  struck  during  the 
time  of  the  CommonAvealth  Avas  called  in,  and 
exchanged  for  new  money,  according  to  its  Aveight. 

The  year  1663  is  remarkable  for  the  first  issue 
of  the  famous  guineas.  They  were  made  of  the 
gold  imported  by  the  African  Company.  As  an 
encouragement  b)  bring  over  gold  to  be  coined, 
the  Company  AAxre  allowed  by  charter  to  have 
their  stamp  of  an  elephant  on  the  coins  made  of 


the  guinea  gold.  They  were  .struck  to  represent 
20s.,  ami  to  take  the  place  of  the  units  of  James 
I.,  Charles  I.,  and  the  Common  wealth,  Avhich  Averc 
nOAv  called  broad -pieces. 

142.  An  important  change  now  took  place  in 
the  laAvs  relating  to  the  exjun't  of  bullion,  Avhich 
shewed  some  dawning  of  the  truths  of  Political 
Economy.  The  utter  u.selessuess  of  the  laws 
against  exporting  bullion,  began  at  la-^t  to  be  per- 
cemal  by  statesmen.  The  Act,  Statute  1663,  c.  7, 
12,  says,  “Forasmuch  as  seAeral  considerable 
and  advantageous  trades  cannot  be  conveniently 
driven  and  carried  on  Avithout  the  species  of 
money  and  bullion,  and  that  it  is  found  by  ex- 
perience that  they  are  carried  in  y;reatest  abund- 
ance ( as  to  a common  market ) to  such  places  as 
give  free  liberty  for  exporting  the  same^  and  the 
better  to  keep  in  and  increase  the  current  coin  of 
this  kingdom,”  and  it  Avastheii  permitted  to  any- 
one to  import  and  export  all  foreign  coin  and 
bullion  Avith  absolute  freedom.  What  a pity  it 
Avas  that  the  Economical  light  thus  admitted  did 
not  still  further  enlighten  the  legislature  as  to  the 
mischief  of  interfering  with  other  branches  of 
trade. 

143.  In  1666,  another  act  for  the  encourage- 
ment of  coinage  Avas  passed,  which  is  still  in  force. 
By  this  it  Avas  declared  that  all  persons  might 
bring  bullion  to  the  mint,  and  receive  the  full 
weight  of  it  in  current  coin,  Avithout  any  deduc- 
tion whatever.  Since  this  time  tlie  whole  ex- 
pense of  the  mint  has  been  borne  by  the  public. 
The  policy  of  this  measure  has  given  rise  to  much 
difference  of  opinion.  (Seignorage.) 

144.  In  1670,  the  pound  weight  of  croAvu  gold 
AA'as  ordered  to  be  coined  into  £44  10s.  by  tale; 
viz.,  into  pieces  to  be  current  at  10s.,  20s.,  40.s., 
and  £5  each;  and  the  pound  Aveight  of  silver  of 
the  old  standard  into  £3  2s  by  tale.  The  20s. 
gold  pieces  or  pounds  were  called  guineas,  and 
their  weight  coiitiimed  the  same  as  long  as  they 
Avere  struck. 

Ill  this  reigu  the  old  national  coin  of  England, 
the  silver  penny,  ceased  to  be  struck. 

145.  From  some  fatality  they  seemed  to  be 
always  incapable  at  the  English  mint  of  ascertain- 
ing the  true  value  of  gold  and  sih^er  according  to 
their  market  rates.  The  guiueu  Avas  soon  found  to 
be  underrated,  and  accordingly  the  old  practices 
of  clipping,  melting,  and  exporting  Avere  soon  in 
full  operation,  and  the  scarcity  of  money  aa'os 
complained  of  in  Parliament.  Towards  tlie  end 
of  this  reign  the  coinage  Avas  much  deteriorated, 
and  all  these  bad  practices  ffourished  still  more 
during  the  short  reign  of  James  II.  (1684-1688.) 
That  king  had  no  time  during  his  troubles  to  de- 
base the  English  coinage,  but  his  debasement  of 
the  Irish  coinage  is  mentioned  below.  (Coinage 
OF  Ireland.) 

146.  AVilliam  III.  and  Mary  (1688)  continued 
the  coinage  in  all  respects  as  during  the  last 
reigu.  Ill  April,  1690,  the  great  scarcity  of  silver 
coins  occasioned  great  public  iiicouA  euieiice.  The 
goldsmiths  complained  to  the  House  of  Commons, 
that  they  had  ascertained  that  immense  quantities 
of  silver  bullion  and  dollars  had  been  exported. 
That  many  Jews  and  merchants  had  recently 
bought  up  vast  quantities  of  sih'er  to  carry  out 
of  the  kingdom,  and  had  given  three  half-pence 
an  ounce  above  its  regulated  A'alue.  That  this 
had  encouraged  the  melting  down  of  iniicli  jilate 
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1 ml  milkHl  money,  whereby  for  .six  months  past  ] 
o bullion  hml  been  broujrbt  to  tlie  mint  to  be 
uiiied.  The  House  appointed  a committee  who 
eritied  these  allegations.  It  was  shown  that  the 
irotit  ttf  melting  down  the  milled  money  far 
>xportatioii  was  above  £'23  ]>cr  <£1,000,  and  tlmt 
he  mint  ]trice  of  silver  was  5s.  2d.  per  ounce,  but 
it  was  generally  sold  for  5s.  ^IJd.  Ulie  House 
in  consequence  passed  one  of  their  useless  laws 
against  exporting  bullion. 

147.  The  state  of  the  currency  now  became 
every  day  more  disgraceful.  (Quantities  of  base  ami 
counterfeit  coin  were  thrown  into  circulation. 
The  House  of  Commons  addressed  the  king  to 
abolish  the  right  of  private  coinages  of  half-pence  | 
and  farthings.  The  current  coins  had  been  for 
many  years  clipped  and  adulterated,  which  in 
1694  renehed  such  a height,  that  the  silver  coins 
current  had  lost  nearly  half  their  value,  while  a 
great  jiart  of  the  current  money  was  only  iron, 
brass,  or  copper  plated. 

148.  As  this  state  of  matters  gave  rise  to  the 
fn>t  great  currency  debate  of  modern  times,  and 
brought  about  a great  monetary  crisis,  we  may 
dwell  upon  it  rather  fully. 

During  1694,  the  silver  coinage  became  worse 
daily,  and  by  the  end  of  the  year,  guineas  which 
had*  origiuaily  been  coined  to  represent  20s., 
gradually  rose,  till  they  reached  30s.  The  ex- 
change with  llollaud  fell  23  per  cent.,  and  it 
would  have  fallen  still  lower,  only  it  Avas  shown 
that  the  real  exchange  w^as  in  favor  of  England. 
The  exchange  with  Irelaiul  fell  so  much  that  £70 
there  Avas  Avorth  <£100  hi  England. 

149.  The  evils  of  clipping  the  coin  reached  so 
great  a height  at  the  end  of  1694,  that  Mr.  Fleet- 
Avood,  the  Chaplain-iu-ordiiiary  to  the  king  and 
<ineen,  being  selected  to  preach  before  the  Lord 
Mayor  and  Alderineii  on  the  16th  December, 
1694,  made  it  the  .subject  of  his  sermon  on  the 
text,  Gen.  XXIII.  16.  In  an  admirable  sermon, 
or  rather  politico-economical  discourse,  lie  de- 
nounced the  fraud  and  Avickediiess  of  clipping 
and  debasing  the  coinage.  lie  said  (p.  19),  that 
the  money  Avas  clipped  doAvn  nearly  one-half. 
He  sheAvod  that  he  understood  the  subject  a great 
deal  better  than  many  men  a century  later.  He 
sheAved  that  if  the  money  generally  Avere  clipped, 
all  the  good  and  Aveighty  money  that  remained 
must  be  exported.  “ The  inercliant  that  exports 
more  goods  from  home  than  he  imports  from 
abroad,  must  unavoidably  discharge  the  OA'or- 
balance  Avith  good  money  ; this  he  can  never  do 
A\*ith  dipi>ed,  for  it  is  not  Cfesar\-<  face  and  titles^ 
but  ivei^^ht  and  goodnesa  that  procure  credit.  And 
if  a foreigner  import  more  of  his  country  goods 
than  he  curries  aAAay  of  ours,  the  overbalance 
must  be  paid  in  Avcighty  money,  for  the  dipped 
Aviil  not  go  abn>ad.  Xuav  if  the  exportation  of 
our  Aveighty  money  (Avhidi  i.s  only  noAv  the 
milled)  be  a mischief  to  the  nation,  Ave  see  it  is 
occasioned  chieHy  by  the  dipping.” 

150.  The  disgraceful  state  of  the  coinage  could 
no  longer  be  overlooked  by  rarlianient.  On  the 
Sth  of  January,  1695,  a committee  aa^us  appointed 
to  consider  the  subject.  At  this  time,  says  tlie 
Parliamentary  History,  Vol.  V.  p.  955.  “The 
difficulty  lay  so  iieuA-y  upon  the  goA'ernment,  that 
a stop  Avas  almost  put  to  trade  and  taxes.  The 
rurrent  silver  coin  had  for  many  years  begun  to 
be  clipped  and  adulterated;  and  the  mischief  of 


late  had  been  >o  secretly  carried  on  by  a combl- 
mUioii  of  all  peo]de  concerned  in  the  receipt  of 
money,  and  industriously  promoted  by  the 
enemies  of  the  govi  riiinent,  that  all  pieces  AA'cre 
so  far  dimhiislicd  and  debased,  as  that  tiA*c  pounds 
in  silA'Cr  specie  Avas  scarce  worth  40s.,  according 
to  the  stamlai  d ; besides  an  iatiiiite  deal  of  iron, 
brass,  or  copi'cr  Avashed  OA'er  or  plated.  liie 
committee  re*  oiuuieuded  that  the  motiey  should 
be  recoined  into  milled  money.  It  estimated  the 
expeuce  at  one  million.  Iliat  the  iicav  money 
.should  be  of  the  same  Aveight  and  fineness  as  the 
old.  That  the  crown  piece  should  be  current  at 
5s.  6d.  That  various  penalties  should  be  imposed 
for  olfeuces  against  the  coins.  An  Act  av:as 
passed.  Statute  Ui95,  c.  17,  to  ]u*cvent  counter- 
feiting and  rlip})iiig  the  coin  of  the  kingdom. 

' This  statute  averretl  that  it  Avas  notorious  that  the 
current  coin  had  been  greatly  diminished  by 
dipping,  rounding,  filings  and  melting,  and  that 
many  false  and  counterfeit  coins  had  been  dipped, 
for  the  better  disguising  thereof,  and  tlnit  these 
I in*actiees  had  been  mudi  occasioned  by  tliose  avIio 
; droA*e  a trade  of  exchanging  brt)ad  money  for 
I dipped  money,  and  otlier  arts  and  devices.  It, 

I therefore,  j>rohibited  any  person  from  exchanging, 

I lending,  selling,  bi»rroAviug,  buying,  receivung.  or 
paying  any  broad  or  undipped  silv'er  money  for 
more  iu  tale,  benefit,  profit,  or  adA'antage  than 
the  same  Avas  coined  for,  ami  ought  by  laAV  to 
pass  for,  under  a penalty  of  10s.  for  ev'ery  20s. 
so  illegally  trafficked  Avith.  It  also  enacted  that 
whoever  should  buy  or  sell,  or  knoAvingly  have 
iu  his  possession,  any  dippings  or  filings  of  the 
coin,  should  forfeit  them,  as  Avcll  as  a penalty  of 
£500,  and  hr  branded  on  the  right  cheek  Avith  a 
hot  iron.  It  forbade  any  one  but  a trading  gold- 
smith, or  reliner  of  sih^er,  to  buy  or  sell  bullion, 
under  pain  of  imprisonment,  and  enacted  luimeroiis 
; other  vexatious  penalties  and  regulations  respect- 
I ing  the  export  of  bullion.  All  these  absurd 
' cruelties  AA'ere  Avholly  iiietfcctiial,  and  while  mul- 
titudes of  miserable  wretches  were  dangling  on 
the  gibbets,  clipiung  and  counterfeiting  Avere  as 
rife  as  ever.  Guineas  Avliich  had  originally  been 
coined  to  be  etjual  to  20s  , had  progressively  risen 
as  the  silver  got  Avorse,  till  at  this  time  they  were 
current  at  30s.  of  the  base  trash,  Avhich  passed 
by  the  name  of  silver  coin. 

151.  It  is  of  very  great  importance  in  the  theory 
of  the  currency  to  ascertain  the  exact  ])eriod  Avhen 
the  silver  loin  AA^as  so  debased  and  corrupted, 
that  guinea.'' passed  at  30s.  We  shall,  therefore, 
make  some  extracts  from  contemporary  pamphlets. 
It  says  iu  one  ( Some  remarks  on  a Neport  con~ 
tabling  an  Essay  for  the  Amendment  of  the  silver 
Coin.%hy^Ir.  iv.  Lowndes.  London,  1695.),  after 
speaking  of  the  gradual  deterioration  of  the  coin- 
age, p.  6, — “ Ami  so  by  degrees  as  the  silver  coin 
Avas  diminishedaiiddebased  in  itself,  so  it  fell  in  the 
cstiinatioii  nf  the  people,  and  in  proportion  gold 
advanced,  smd  also  bullion,  (that  is,  not  in  itself, 
but  ill  proportion  to  the  bad  money,)  not  that  bul- 
lion became  worth  6s.  5d.  an  ounce,  or  gold  30^. 
« guinea  iu  good  money,  that  is,  in  weighty  stan- 
dard money,  but  in  clipped  and  counterfeit  money, 
Avhereof  6s.  5d.  Avas  nut  of  the  true  or  esteemed 
value  of  5s.  2d.  And  as  Ave  ourselves  grcAv  sen- 
sible of  the  Avant  of  value  in  money  that  passed, 
so  did  For  dgners  likcAvise,  and  the  foreign  ex- 
changes soo/i  altered  accordingly^  so  tiiat  it  cannot 
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properly  be  said  that  bullion  is  adA'anced  much,  i 8,970  lbs.,  7 oz.,  11  dAvts.,  8 grs.,  shcAving  a de- 
itr  that  gold  is  adA*anccd  much,  or  commodities  are  j ficiency  in  the  Aveight  oftlie  cuiTcnt  coins  in  the 
adA'anced  much,  but  that  the  money  that  is  ex-  I ratio  of  10  to  22.  One  writer  says,  (^A/i  Essay 
changed  for  them  is  of  much  less  value  than  it  was,  ; for  regulating  of  the  coin.  By  A,  V.  Sept.  2,  1 695.^ 
and  the  iieAv  coining  of  our  money  avHI  not,  as  1 i “ Upon  trial,  I have  found  that  5s.  of  milled 
apprehend,  alter  tlic  value  of  bullion,  gold,  &c.,  | money  hath  Aveighod  8s.  of  the  present  current 
but  it  Avill  bring  silver  ill  coin  to  its  liue  value.”  money,  and  3s.  of  the  8s.  Avas  not  clipped,  only 
152.  After  enforcing  and  illustrating  these  worn.  Again,  I have  fountl  10s.  in  milled  money 
vieAA's  at  considerable  length,  he  obseiwes  that  to  Aveigh  21s.  (»f  the  cliiqted  money.  Again,  20s. 
IMr.  LoAvmles  hoped  that  tlie  exchange  Avith  Hul-  of  milled  money  to  Aveigh  43s  of  our  uoav  current 
land,  Avhicli  Avas  then  25  ])er  cent,  against  England,  money. 


might  be  ]jreA'ented  falling  loAver  ; and  says,  p.  16, 
— If  guineas  continue  current  at  30s.  a jiiece, 


“ I haA'O  gone  to  several  goldsmiths  in 
London,  and  have  got  them  to  take  out  of  their 


the  exchange  Avill  continue  about  the  rate  it  does,  counters  a bag  of  £i(X)  as  came  to  hand,  Avhich 
except  the  common  and  ordinary  variation  Avhich  upon  trial,  I have  found  at  one  place  to  Aveigli, 


many  sudden  drafts  and  remittances  occasion, 
and  if  tlie  silver  coin  Is  redressed,  guineas  Avill 
fall.” 


A bag  of  £100 

Another  ])laee  £lo0  Weighed 

Another  jdace 

Another  i>lace  

Another  jdace 

Another  place 


153.  Also  in  A letter  from  an  English  Mer-  - 

chant  at  Amsterdam  to  his  friend  in  London^  1695,  Another  place 
it  says,  p.  2. — “The  occasion  of  the  advance  of  Another  place  ,!! 
gold  and  guineas,  I observed  to  you,  Avas  from 
the  badness  of  your  silver  coin,  that  is  current  i 
among.st  you,  and  from  Avheiice  that  mischief  had  ' “The  £600  aa'cI 
its  rise,  that  as  I hear  a hundred  pouiid.s  in  silver  17  grs.,  and  is  no  : 
Aveighs  noAv  gencrallv  but  14  or  18  lbs.  instead  of  luoiiev  Avill  Aveigli. 


day  and  from  one  year  to  another,  clipping  it  by  i £100  reaclicth)  to  20  lbs.  AA'eight.  So  that  the 
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degrees  three  or  four  times  over,  till  at  la.st  it 
came  to  tliis  that  it  can  hardly  be  clipped  any 
more,  and  this  evil  Avas  carried  on  iu  city  and 
Country  by  all  men,  and  encouraged  by  some  gold- 
smiths, refiners,  and  others.  This  brought  upon 
you  the  rise  of  gold  and  guineas.”  He  also  says 
the  exchanges  were  20  to  25  per  cent,  against 
England.  He  estimates  the  loss  upon  a neAv 
coin^e  at  8s.  6d.  jier  guinea,  and  points  out  the 
futility  of  the  juggle  of  altering  the  standard. 
“ You  Inue  an  instance  with  Ireland  very  plain, 
£100  ill  England  used  to  be  AA’ortli  £110  to  £115 
in  Ireland,  now  they  Avrite  me  thence  that  they 
gi\'e  but  £80  to  £83  iu  Jrclaiid  for  £100  iu 
England. 

“ It  is  reported  here,  that  you  are  upon  a pro- 
ject of  ksseiiing  the  Aveight  of  your  money  by 
making  it  20  percent.,  oraiiythingAvhat  A'ouAvill, 
less  in  Aveight  than  vou  formerlv  coined  it,  and  to 
Stamp  4s.  and  call  it,  and  make  it  pass  for  5s. 
Surely  this  fallacy  can  neA’cr  pass  up(ni  Eugiish- 
mcii  that  have  seen  ami  knoAvii  the  folly  of  such 
devices  in  Spain  and  Portugal.” 

154.  Tn  February,  1696,  seA'eral  petitions  Avere 
presented  to  the  House  of  Commons,  (Commons 
Journals.  Vol.  XL  />.  445.)  The  graziers,  butchers, 
and  others  connected  Avith  Smithlield  Market, 
said  tliat  £40,000  a Aveek  passed  through  their 
bands  for  cattle,  AA'hich  for  almost  t\A'elve  months 


very  best  brought  in  there,  dotli  not  Aveigli  tAvo 
thirds  of  Avhat  it  ought  to  do,  and  the  money  paiil 
into  the  Exchequer  is  supposed,  a great  part  of  it, 
to  come  from  the  country. 

“ But  as  it’s  belicA-ed  that  tlie  money  in  tlie 
country  is  generally  not  tiie  one  lialf  so  bail 
as  it*s  in  and  near  London,  I have  procured  an 
account  to  be  sent  me  from  the  folloAving  cities, 
from  Avhence  1 am  infonnod  that  £100  doth 
Aveigh  on  trial  of  tico  bags  in  each  place,  to  be 
viz  : — 


Oz. 

Dwt. 

Gr 

In  the  City  of  Bristol,  one  bag  of  £1(M> 

Aveighed 

240 

0 

0 

Another  Aveighed  

227 

15 

0 

Tn  the  City  of  (Jambridge,  a bag  of  £100 

Aveighed 

203 

5 

10 

Anotlicr  weighed  

211 

0 

19 

In  the  City  of  E.Kon,  one  bag  of  £1(K> 

weighed 

180 

1 

0 

Another  weighed  

192 

3 

0 

In  the  Citj'  of  O.xford,  £100  iu  half- 

eroAvns  weighed  

216 

10 

0 

£kN)  in  shillings  

HW 

0 

l.'i 

l.fjUO 

1 

20 

The  £800  AA'eighing  not  more  than 

£431  15s. 

of  milled  money  Avill  weigh,  and  but  a very  small 
difierence  between  the  A\*cighl  of  the  money  in 
London  and  the  conntrv.” 

156.  This  tlisgracefnl  state  of  the  immey  gave 


past  had  been  paid  in  guineas  at  30s.  a piece,  for  I nse  to  tiie  greatest  public  confusion  and  distress, 
AA'ant  of  current  sih'er.  There  are  besides,  abun-  | and  a Avarm  controversy  arose  Avhether  the  iieAv 
dance  of  pamphlets  in  existence  Avliicli  piwe  ' nionev  Avhieh  should  be  coined,  sliouKl  be  of  the 
that  guineas  Avere  commoiilv  current  for  30s.  in  old  standard  iu  Aveight,  lineness,  and  dt'iioiuina- 
the  spring  of  1695.  ' lion,  or  Avhetlier  it  should  be  doprecialeil,  or  raised 

155.  The  frightful  disorder  of  the  currency  may  iu  value,  as  it  Avas  absurdly  called.  Tliis  coiitro- 
be  judged  of  by  the  folloAving  facts.  In  the  versy  Avas  keenly  disputed  then,  and  we  may  pay 
months  of  May,  June,  and  July,  1695,  572  bags  i some  considerable  attention  to  it,  because  it  was 
of  silver  coin,  each  of  £100,  Averc  brought  into  j reviA-ed  uuder  another  form  1 16  years  later,  Avhen 
the  Exchequer,  whose  aggregate  weight,  accord-  , the  notes  of  the  Bank  of  England  Avere  depreci- 
iiig  to  the  standard  ought  to  luiA’e  been  18,451  lbs.,  ated,  and  a strong  party  maintained  that  the 
6 oz.,  16  dAvts.,  8 gi's. : their  actual  A\eight  aa'us  standard  ot  the  coin  should  be  depreciated  to  the 
9,480  lbs.,  11  oz.,  S dAvts.,  making  a deficieucy  of  level  of  the  depreciated  notes. 
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U7.  Mr.  M'illiam  Lowmlcs,  the  Secretary  to  because  tl.e  price  of  standanl  silver 
1 IP  Tiva^urv  was  ortWeil  by  tliem  to  make  a ri.seii  (trom  divers  ueceasary  ami  uuneccs.aiy 
teportouthe  subject  of  the  coin.  This  he  did  cairses,  lUVKbicinS  jtf  length  a great  .scar^ 

1 A r)  «»  K-^xo’J  /'"•  VAV^Uml)  t . (is.  od.  an  ounce.  l>"? 

.>  { Cihu>r  (\iiiif  Loudon  Ki95.  In  this  (which  I humbly  conceive  a\  ill  appear  nidi  a - 
10  enters  iilto  a iou^r,  aiul  at  that’  time,  valmible  able)  is  groiuuliMl  chiotiy  upon  a truth  so  apparent, 


nveslijiation  of  the  history  of  the  cohiajjc,  and 
ts  successive  depreciations  in  weight  and  fine- 
less.  After  giving  the  details  of  every  mint  in- 
lenture  for  four  hundred  years,  he  says  p* 
‘Bvihc  careful  observing  of  which  deduction 
lore  made,  from  the  Indenture  of  the  Mint  tor 
diovo  400  years  past  (many  of  which  are  yet 
L-xtaut,  and  have  been  seen  and  examined  by  me), 
it  doth  evkleiitlv  appear,  that  it  has  been  a policy 
constantly  practised  in  the  mints  in  England  (tlie 
like  having  indeed  been  done  in  all  foreign  mints 
belonging  to  other  governments),  to  raise  the  , 
value  of  the  coin  in  its  extrinsic  denomination  | 
from  time  to  time,  as  any  exigence  or  occasion  re-  ! 
ipiirod;  and  more  especially  to  encourage  the  j 
bringing  in  of  bullion  into  the  realm  to  be  coined, 
(though'  sometimes  when  the  desired  end  was  ! 
obtained,  the  value  has  been  suffered  to  fall  again,) 
so  that  in  the  whole  number  of  years  from  the  , 
*j8th  Edward  I.,  until  this  time,  the  extrinsic  j 
value  or  denomination  of  the  silver  is  raised  in 
about  a triple  proportion.’*  Here  we  cannot  fail  | 
to  observe  tlie  utter  confusion  of  idea  that  Mr. 
J.owiides,  and  too  many  after  his  time,  labor  under. 
They  manifestly  suppose  that  by  raising  the  nutne 
of  the  coin,  they  raise  its  value.  The  extrinsic 
value  of  the  coin  can  by  no  possibility  mean  any- 
thing else  blit  the  (piantity  of  things  it  Avill 
ej:ckatige  for.  And  to  call  the  quantity  of  things 
it  will  exchange  for  its  detiomination,  is  a most 
pitiable  coufusit^ai  of  idea.  Air.  Lowndes  tlieu 
savs,  “The  which  being  premised,  and  every 
]iroject  for  debasing  the  money  (by  the  reason 
before  given)  being  rejected  as  dangerous,  dis- 
honourable, and  needless.  It  remains  that  our 
nation  iu  its  present  exigence,  may  avail  itself, 
by  raising  the  value  of  its  coins,  and  tins  may  be 
effected  either  by  making  the  respective  pieces 
callcil  crowns,  half-crowns,  shillings,  and  to  be 
lesser  in  weight,  or  by  continuing  the  same  weight 
or  bigness,  which  is  at  present,  in  the  undipped 
ni'iuevs,  and  ordaining  at  the  same  time  that 
every  such  piece  shall  be  curreut  at  a higher 
]»rice  iu  tale. 

**  Hut  before  I ]n*occed  to  give  my  opinion  on 
this  subject,  it  seems  uecss.^ary  for  me  to  assert  i 
and  prove  an  hyputhesis,  wliich  this,  namely, 
That  mahing  the  pieces  /e.s.v,  or  onfainiug  the  re- 
spective  pieces  ( of  the  present  weight)  to  he  cur- 
rent at  a higher  rate,  may  cqnalhj  raise  the  Value 
of  Silver  in  our  Coins." 

‘ 158.  Alr.Lowndes  then  enters  into  anargument 
toprovc  that  sixty-pence  are  equal  to  scventy-five- 
peuce — a wild  goose  chase  in  wliich  \\e  decline  to 
follow  him. 

1.79.  His  proposal  was  then,  that  all  the  existing 
undipped  silver  money  should  be  raised  iu  deuo- 
nunaliou  to  (is.  3d.  the  crown,  and  other  coins  in 
i.roportion,  so  that  the  sliilling  would  pass  for 
fifteen  pence  instead  of  twelve.  That  new  coins 
slu mid  be  struck  at  the  increased  denominations. 
Tiiese  coins  he  proposed  to  christen  by  new  names. 
'I'he  reasons  he  alleges  for  this  proceeding  are— 
*-  I The  value  of  the  silver  in  the  coin  ought  to 
be  raided  to  the  foot  of  6s.  3d.  in  every  crown, 


that  it  may  wi  11  be  compared  to  an  Axiom,  even 
iu  mathematical  reasoning,  to  wit, — when- 
soever the  extrinsic  value  of  silver  iu  the  coin 
hatli  been,  or  ,-hall  be,  less  than  the  price  of  silver 
in  bullion,  the  coin  hath  been,  and  will  be  melted 
down." 

160.  He  then  enters  into  some  objections 
against  this  jiroposal,  and  says,  p.  76 — “ That 
everything  having  any  value  or  worth  w'hatsi^ver, 
when  it  becomes  scarce,  grows  dear,  or  (which  is 
the  same  thing)  it  riseth  in  price,  and  conse- 
(piently  it  aviH  serve  to  pay  more  ilebts,  or  it  will 
buy  greater  (|Uantities  of  other  goods  of  value,  or 
in  anything  else  it  will  go  furtlier  than  it  did 
before.  Tha^  silver  in  England  being  grown 
scarce  as  aforesaid,  is  conseiiuently  grown  dearer. 
That  it  is  risen  in  price  from  5s.  2d  to  6s.  5d.  an 
ounce  ; and  bv  daily  experience  19  3-10  dwts.  in 
sterling  silvu*  (equal  to  the  weight  of  a crown 
piei'e)  iu  England,  doth  and  will  purchase  more 
coineil  inoue>  than  5s.  by  tale,  (though  the  latter 
be  delivered  bona  fide  hi  undipped  shillings,  or 
iuagood  bill,)  and  consequently  doth  and  wdll 
purchase  and  acquire  more  goods,  or  necessaries, 

I or  pay  more  debts  in  England,  or  (being  delivered 
' here)  it  fetebes  more  money  iu  any  foreign  parts 
1 by  way  of  exchange,  than  5s.  by  tale,  or  the  sixth 
part  of  a guinea  by  tale,  or  goods  to  the  value  of 
5s.  in  talc  only,  do  or  can  fetch,  purchase,  or  ac- 
<piire.  That  this  advanced  price  of  the  silver 
has  been  growing  for  some  time,  and  is  originally 
caused  by  the  balance,  excess,  or  difference  above 
mentioned,  Avhich  naturally  and  rationally  pro- 
duces such  an  effect.  ♦ * * Tiiat  the  raising 

the  value  of  the  silver  in  our  coin.s  to  make  it 
equal  to  silver  in  mass,  cau  in  no  sense  be  midor- 
stiind  to  be  a cause  of  making  silver  scarce. 
That  tliere  can  never  be  proposed  any  just  or 
reasonable  foot  upon  which  the  coin  should  be 
emreut,  save  only  the  very  price  of  the  silver 
tiiereof,  in  case  it  may  be  molten  in  the  same 
l)lace  where  the  coins  arc  made  current,  or  au  ex- 
trinsic dem-minatiou  very  near  that  price.  It 
being  most  evident  that  if  the  value  of  the  silver 
ill  the  coins  should  (by  any  extrinsic  denomina- 
tion) be  raised  above  the  value  or  market  price 
of  the  same  silver  reduced  to  bullion,  the  subject 
wold d be  proportiouably  injured  and  defrauded, 
as  they  were  formerly  in  the  case  of  the  base 
mollies  coined  by  public  authority.” 

161.  He  tlieu  says  the  value  of  the  silver  iu  the 
coin  ought  to  be  raWl,  to  encourage  the  bring- 
ing of  bullion  to  the  mint  to  be  coined.  That 
tins  had  been  repeatedly  done  both  in  the  Englisli 
and  foreign  mints.  That  raisin^  the  value  of 
silver  iu  ciii  would  increase  the  whole  species 
in  tide,  and  thereby  make  it  more  commensurate 
to  the  neetl  for  it  fur  carrying  on  the  couimou 
tratlic  and  e.oniincrcc  of  the  nation,  and  to  answer 
the  payments  on  the  numerous  contracts,  securi- 
ties, and  other  daily  occasions,  requiring  a large 
siqtply  of  money  for  tliat  purpose. 

He  says  that  at  that  time  guineas  passed  current 
tor  30s. 

He  then  gives  some  details  of  the  stale  of  the 


) 


k 


% 


I 

I 


COINAGE  OE  ENGLAND. 

coinage,  by  wliich  he  shewed  that  they  were 
iliininishcd  by  about  lialf  their  usual  weight. 

162.  Locke  had  iu  1691  published  a treatLe 
(Lockk)  in  which  he  shewed  the  utter  futility  of 
interfering  with  the  rate  of  interest  by  law,  and 
combated  the  idea  that  was  then  becoming  pre- 
valent, that  the  value  (as  it  was  called)  of  the  coin 
should  be  raised,  iu  order  to  kc])t  it  in  the  country. 
He  showed  that  the  persons  who  supported  such 
a plan  were  confounding  the  denomination  with  the 
value,  its  name  with  tiie  purrhasiiig  power,  and 
tliat  all  such  ideas  proceeded  from  a confusion 
of  terms,  and  would  have  no  real  effect.  The 
arguments  of  Locke,  though  by  no  means  abso- 
lutely novel,  had  never  been  put  before  so  lumi- 
nously and  fully.  The  proposiil  of  Lowndes, 
coming  from  a man  holding  his  official  position, 
demanded  a pronqit  notice  and  exposure.  This 
Ijocke  did,  in  Further  considerations  concerning 
raising  the  value  of  Money,  in  which  he  exposed 
the  fallacy  of  Lowndes’s  arguments.— “Raising 
of  Coin  is  but  a speciinis  word  to  deceive  the  uu- 
Avary.  It  only  gives  the  usual  denomination  of 
a greater  quantity  of  silver  to  a less,  (r.  g.  calling 
four  grains  of  silver  a penny  to-day,  when  five 
grains  of  silver  made  a penny  yesterday,)  but  adds 
no  worth,  or  real  value,  to  the  silver  coin,  to  make 
amends  for  its  Avautof  silver.  That  is  impossible 
to  be  done,  for  it  is  only  the  quantity  of  silver  in 
it,  that  is,  and  eternally  Avill  be,  the  measure  of 
its  A'alue,  and  to  convince  any  one  of  this,  I ask 
Avlietherlie  that  is  forced  to  receive  but  320  ounces 
of  sil\*cr  under  the  denomination  of  £100  (tor  400 
ounces  of  sUa'ci*  Avhich  he  lent  under  the  like  de- 
nomination of  £100)  Avill  think  these  320  ounces 
of  silver,  however  ilenominated,  AA'orth  those  400 
nunces  he  lent  ? If  any  one  can  be  supposed  so 
silly,  he  need  but  go  to  the  next  market,  or  shop, 
to  b(^  convinced  that  men  value  not  money  hy  the 
denomination,  but  by  the  quantity  of  the  silver 
tliere  is  in  it.  One  may  as  rationally  hope  to 
lengthen  a foot,  by  dividing  it  into  15  parts,  in- 
stead of  tAvelve,  and  calling  them  inches,  as  to  in- 
crease the  value  of  the  silver  that  is  iu  a shilling, 
by  dividing  it  into  15  parts  in.stead  ot  twelve,  and 
calling  them  peace.  This  is  all  that  is  done  when 
a shilling  is  raised  from  12  to  15  pence.” 

“ Clipping  of  money  is  raising  Avithout  public 
authoritA%the  same  denomination  remainingtothe 
piece,  that  hath  now  less  silver  in  it  than  it  had 
before. 

“ Altering  the  standard,  by  coining  pieces  under 
the  same  dcnoininatiou  with  less  silver  in  them 
than  they  formerly  had,  is  doing  the  s,yne  thing 
by  public  authority.  The  only  odds  is  that,  by 
clipping,  the  loss  is  not  forced  on  any  one  (for  no- 
body is  obliged  to  receive  clipped  money)  ; by 
altering  the  standard,  it  is. 

“Altering  the  standard  by  raising  the  money, 
Avill  not  get  to  the  public,  or  bring  to  the  mint  to 
be  coined,  one  ounce  of  silver:  but  avU I defraud 
the  king,  the  church,  the  universities  and  hospitals, 
ami  of  so  much  of  their  settled  revenue  as  the 
money  is  raised,  i\g.  tAveuty  per  cent,  of  tlic 
money,  (as  is  proposed)  be  raised  cue  fitth.  It  Avill 
Aveaken,  if  not  totally  destroy  the  public  faith, 
Avheu  all  that  have  trusted  the  public,  and  assisted 
our  iiresent  necessities,  upon  acts  of  Parliament, 
in  the  million  lottery,  bank  act,  and  other  loans, 
shall  be  defrauded  of  tAveuty  per  cent,  of  Avhat 
those  acts  of  Parliament  were  security  for.  And 
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to  conclmlc,  this  raising  our  money  Avdl  ilefr.md 
all  private  men  of  twenty  ]ier  cent,  iu  all  their 
debts  and  settled  revenues.”  ♦ * ♦ 

“ Nothing  I humbly  conceive  cun  put  a stop  to 
clipping,  noAV  it  is  grown  so  universal,  and  men 
become  so  skilful  in  it,  but  making  it  unprofitable. 

“ Nothing  can  make  clipping  unprofitable,  but 
making  all  light  money  go  only  for  its  weight. 
Tliis  stops  clipping  iu  a moment,  brings  out  all 
the  milled  and  Aveighty  money,  deprives  us  not  of 
any  part  of  our  clipped  money  for  tlie  use  of 
trade,  ami  brings  it  orderly,  and  by  degrees  and 
Avitlumt  force,  into  the  mint  to  be  recoined.” 

163.  He  then  maintains  that  there  can  be  but 
one  measure  of  value  in  a country. — “Silver, 
therefore,  and  silver  alone,  is  the  measure  of  com- 
merce. Two  metals,  as  gold  and  silver,  cannot  be 
the  measure  of  commerce  both  together  in  any 
country;  because  the  measure  of  commerce  must 
be  perpetually  the  same,  invariable,  and  keeiiiug 
the  .same  proportion  of  A'alue  iu  all  its  parts.  Hut 
so  only  one  metal  does,  <u'  can  do  to  itself;  so 
silver  Is  to  silver,  and  gold  to  gold.  Au  ounce  of 
silver  is  ahA'ays  of  equal  value  to  au  ounce  of 
silver,  and  an  ounce  of  gold  to  an  ounce  of  gold; 
aud  two  ounces  of  the  one,  or  tlic  other,  of  double 
the  value  to  an  ounce  of  the  same.  Hut  gold  and 
silver  change  their  value  one  to  another  :fur  sup- 
posing them  to  be  in  value  as  16  to  1 now; 
perhaps  the  next  montli  they  may  be  as  1.7J  or 
15|  to  1.  And  one  may  as  well  make  a measure, 
V.  g.  a yard,  Avhose  parts  lengthen  and  shrink,  as 
a measure  of  trade  of  materials  that  have  not 
ahvays  a settled  invariable  value  to  one  another. 

“One  metal,  therefore,  alone  can  be  the  money 
of  account  and  contract,  and  the  mea-sure  of  com- 
morce  in  any  country.  The  fittest  for  this  use  ot 
all  others  is  siL’er,  for  many  reas».»ns  Avhich  need 
not  here  be  mentioned.  It  is  eiiougli  that  the 
Avorld  has  agreed  iu  it  aud  made  it  their  common 
money,  and,\s  the  Indians  rightly  call  it,  measure. 
AU  other  metals,  gold  as  Avell  as  lead,  are  but 
commodities. 

“Commodities  are  moveables,  valuable  by 
money,  the  common  measure. 

“ Gold,  though  not  the  money  of  the  Avorld,  aud 
the  measure  of  commerce,  nor  fit  to  be  so,  yet  may, 
aud  ought  to  be  coined  to  ascertain  its  weight  and 
fineness  ; ami  such  coin  may  safely  have  a price 
as  AA'ell  as  a stamp  set  upon  it  by  imblic  autliority ; 
so  the  value  set  be  under  the  market  price.  F»u* 
then  such  pieces  coined  Avill  be  a commodity  as 
pa.ssable  as  silver  money.  Aery  little  varying  in 
their  ]u*ice;  as  guineas  Avhich  aati'c  coined  at  the 
value  of  20s.,  but  passed  usually  for  between  21s. 
or  22s.,  according  to  the  current  rate.  Hut  not 
having  so  high  a A'alue  put  oii  them  by  tlie  law, 
nobody  conld  be  forced  to  take  them  to  their  loss 
at  21s.  6d.,  if  the  price  of  gold  should  liappeu  at 
auv  time  to  be  cheaper. 

“ From  Avhat  has  been  said,  I tliink  it  appears— 

“ 1.  That  sih'er  is  that  Avhich  mankind  have 
agreed  on,  to  take  and  ghe  in  exchange  for  all 
commodities  as  an  equiAmleut. 

“2.  That  it  is  by  the  quantity  of  silver  iliey 
give,  or  take,  or  contract  for,  that  they  estimate 
the  A'alue  of  other  tilings,  and  satisfy  for  them ; 
and  thus  by  its  quautity,  silver  becomes  the 
measure  of  commerce. 

“ 3.  Hence  it  necessarily  folloAvs,  that  a greater 
quantity  of  silver  has  a greater  value;  a le.s.s 
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qi  antity  of  silver  lias  a less  value  ; and  an  equal 
([I  aiitity  an  eiiual  value.  ^ ■ 

“ 4.  That  money  lUflers  from  nncoiiicd  silver 
01  ly  in  this,  that  the  quantity  ot  silver  in  each  i 
‘ee  of  money,  is  ascertained  hy  the  stamp  it 
}h  ars  ; Tvhich  is  set  there  to  be  a public  vtmcher  ^ 
ol  its  weight  and  lineness. 

“ 5.  That  gold  is  treasure,  as  well  as  silver,  be-  , 
Cl  use  it  decays  not  in  keeping,  and  never  sinks 
11  uch  in  value. 

‘^6.  That  gold  is  tit  tobecoined,  as  wcdl  as  silver: 
ti  ascertain  itsc|uantity  t(>  those  who  have  a mind 
tt  tratVic  in  it ; but  not  to  bo  joined  with  silver 
a a measure  of  commerce.” 

ltJ4.  Locke  then  examines  Lowndes’s  doctrine 
t at  the  value  (or  deumnination)  of  tlie  silver 
c -in  should  be  raised  to  bs.  dd.  the  ounce,  because 
t le  price  of  standard  silver  had  risen  to  Os.  od.  the 
« mce. 

“ This  reason  seems  to  me  to  labor  under  several 
1 istukes;  as 

“ 1.  That  standard  silver  can  rise  in  respect  of 
i .'clf. 

‘‘  ‘2.  That  standard  bullion  is  now,  or  ever  was, 

> orth  or  sold  to  the  traders  in  it  for  (Is,  5d.  the 
< mice,  of  lawful  money  of  England.  For  if  that 
1 latter  of  fact  holds  not  to  be  so.  that  an  ounce  of 
s crling  bullion  is  M'orth  6s.  5d.  of  our  milled 

> eightv  money,  this  reason  cea.ses:  and  our  weighty 
i rown  pieces  ought  not  to  be  raised  to  6s.  3d.,  be- 
t tuse  our  light  clipped  money  will  not  purchase 
i u ounce  of  standard  bullion,  under  the  rate  of 
( s.  od.  of  that  light  money.  Ami  let  me  add  here, 

I or  for  that  rate  neither.  If,  thei  etbre,  the  author 
1 leans  here,  that  an  ounce  of  standard  silver  is 
1 iseu  to  6s.  5d.  of  our  clipped  money,  I grant  it 

ill),  and  higlier  too.  Hut  then  that  has  nothing 
: 0 do  with  the  raising  our  lawful  coin,  M liicli  re- 
lains  uncli]  ped  ; unless  he  will  say  too,  that 
: tamlai’d  bullion  is  so  risen,  as  to  be  worth,  and 
; rtuallv  to  sell  for,  6s.  od.  the  ounce,  of  our 
.eighty  milled  money.  This  I not  only  deny,  but 
iirthcradd,  that  it  is  impossible  to  be  so.  For 
s.  od.  of  milled  money  weighs  an  ounce  and 
quarter  near.  Can  it,  therefore,  be  possible  that 
ne  onnre  of  any  eommodity  should  be  worth  an 
.unce  and  a ipiarter  of  the  self  same  commodity, 
md  nf  exactly  the  same  goodness  ? for  so  is  staii- 
lard  silver  to* standard  silver.  Indeed,  one  has  a 
nark  upon  it,  which  the  other  has  not : but  it  is 
i mark  that  makes  it  railier  more  than  less  valii- 
ilile,  or  if  the  mark,  by  hindering  its  exportation, 
nakf'S  it  less  valuable  for  tliat  pnritose,  the  melt- 
ng  pot  can  easily  take  it  off.  * * * 

“Those  who  say  bullion  is  risen,  I desire  to  tcU 
lie  what  they  mean  by  risen?  Any  commodity, 

I think,  is  properly  said  to  be  risen,  when  the 
•anie  quantity  wili*^exchangc  for  a greater  quaii- 
itv  of  another  thing;  but  more-  particularly  of 
,hat  thing,  which  is  the  measure  of  commerce  in 
he  country.  And  thn.s  corn  is  said  to  be  risen 
imong  the'  Englisli  in  Virginia,  when  a bushel  of 
it  will  sell  or  exchange  for  more  pounds  of  to- 
bacco ; among  the  Indians,  wlieii  it  Avill  sell 
for  more  yards  of  wainpoiiqieak,  M hich  is  their 
money  ; and  among  the  English  here,  when  it 
will  exchange  for  a greater  i[nantity  of  silver  than 
it  would  before.  Kising  and  falling  of  commo- 
dities are  alw  ays  between  several  commodities  of 
di>tiiut  worths",  lint  nobody  can  say  that  to- 
bacco (of  the  same  goodness)  is  risen  in  respect 


of  itself.  One  pound  of  the  same  goodness  will 
never  exchange  for  a pound  and  a quarter  of  the 
same  goodness.  And  so  it  is  in  silver ; an  ounce 
of  silver  will  always  be  of  equal  value  to  an  ounce 
of  .*«ilver  : nor  c.ui  it  ever  rise  or  fall,  in  respect  of 
itself;  an  ounce  of  standard  silver  can  never  be 
worth  an  ounce  and  a ([uartci*  ot  standard  silver  : 
nor  one  ounce  C'f  uncoined  silver  exchange  for  an 
ounce  and  a qiicrter  of  coined  silver  : the  stamp 
eamiot  so  much  debase  its  value.  Indeed,  the 
stamp,  hindering  its  free  exportation,  may  make 
the  goldsmith  (who  profits  by  the  return  of  Ids 
money)  give  one  l‘20th,  or  one  COth,  or  perhaps 
sometimes  one  30th  more,  that  is  5s.  2^d.,  5s.  3d., 
or  5s.  4d.  the  ounce  of  etuned  silver  for  uncoined, 
when  there  isiu'od  of  sending  silver  beyond  seas; 
as  there  always  is,  when  the  balance  of  trade  will 
not  supply  our  w ants,  and  ]iay  our  debts  there. 
But  much  beyond  this  the  goldsmith  w ill  never 
give  for  bullion,  since  he  can  make  it  out  of  coined 
money  at  a cheaper  rate. 

“ It  is  said  bullion  is  risen  to  Cs.  5d.  the  ounce, 
i.e.,  that  an  ounce  of  uncoined  silver  will  ex- 
; change  for  an  ounce  and  a quarter  of  coined 
I silver.  If  any  one  can  believe  this,  I will  put 
this  short  case  to  him.  He  has  of  bullion,  or 
I standard,  uncoined  silver,  two  round  plates,  each 
I of  an  exact  size  and  weight  of  a crown  piece: 

1 he  has  besides,  of  the  same  bullion  a round  plate 
' of  the  weight  and  size  of  a shilling,  and  another 
, yet  less,  of  an  exact  weight  and  size  of  a three- 
pence. The  two  great  plates  being  of  equal 
i w'cight  and  fim  ness,  I supiiose  he  w ill  allow^  to  be 
' of  equal  value,  and  that  the  two  less,  Joined  to 
either  of  them  make  it  one-fifth  more  worth  than 
the  other  is  by  itself,  they  having  all  three  to- 
gether one-fifth  more  silver  in  them.  Let  us  sup- 
])ose  then,  one  of  the  gi'eater,  and  the  tAvo  less 
plates  to  have  received  the  next  moment  (by 
mirach‘,  or  by  the  mill,  it  matters  not  Iioav)  the 
mark,  or  stanq',  of  our  crown,  our  shilling,  and  om* 
three-pence:  can  anybody  say',  that  noAv  they 
have  got  the  stamp  of  our  mint  upon  them,  tln‘y 
are  su  fallen  in  value,  or  the  other  unstamped 
piece  so  risen,  that  that  unstamped  piece,  Avhicli 
a moment  befiu-e  Avas  AA'orth  only  one  of  the 
other  pieces, is  iioav  AA'orth  them  all  three?  AVhich 
is  to  say,  that  an  ounce  of  uncoined  silver 
is  Avorth'an  ounce  and  a quarter  of  coined.  This 
is  Avhat  men  would  jicrsiiade  us,  Avhen  they  say 
that  bullion  is  raised  to  6s.  5d.  (of  lawful  money) 
the  ounce,  Avlrchl  say  is  utterly  impossible.  Let 
us  consider  this  a little  further,  in  another  iii- 
stiiiice.  The  jiresent  milled  croAvn  pieces,  say  they, 
Avill  not  exchange  for  an  ounce  of  bullion,  Avith- 
oiit  the  addition  of  a shilling,  and  a three-pcuce 
of  Aveighty  coin  added  to  it.  Coin  but  that  crown 
piece  into  6s.  3d.,  and  then  they  say  it  will  buy 
an  ounce  of  I'lillion,  or  else  they  giA^e  up  their 
reason  and  moastire  of  raising  the  money.  Do 
that  Avhich  is  .iIloAved  to  be  eipiivuleiit  to  coining 
of  a present  milled  croAvnqth'ce  into  6s.  3d.,  viz., 
call  it  75  pemc,  and  then  also  it  must  by  this  rule 
I of  raising,  buy  an  ounce  of  bullion.  If  this  be 
so,  this  self-same  milled  croAvn-])ieee  Avill,  and 
' Avill  not,  exchange  for  an  ounce  of  bullion.  Call 
it  sixty-pence,  and  it  will  not : the  very  next 
moment  call  it  scveiity-fi\T-peiu'o,  and  it  Avill.  I 
am  afraid  nobody  can  think  change  of  deiiomiiia- 
tion  has  such  poAver.” 

[ 165.  Locke  then  goes  through  each  of  Lowndes's 
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arguments  and  proposals  one  by  one,  ami  gives  1 f 
them  such  a refutation  as  avouM  haA'e  delighteil  i 
tlie  heart  uf  ChilHngworlh.  Among  other  tilings,  : 1 
he  says,— “ It  is  true  what  Air.  Lowndes  observes  t 
here,  the  imiiortatiou  of  gold,  and  the  going  ol  ; 
guineas  at  30s.,  ha^  been  a great  prejudice  and  loss  i 
to  the  kingdom.  But  that  has  been  wliolly  owing  i 
to  our  clipped  money,  and  not  at  all  to  oiir  unuiey  ] 
being  coined  at  5s.  2d.  the  ounce;  nor  is  the  coin-  i 
ing  of  our  money  lighter  the  cure  ot  it.  Ihe  < 
onlv  remedy  for  that  mischief,  as  Avell  as  a great 
many  others,  is  the  pulling  an  end  to  the  iiassitig 
of  clipped  money  by  tale,  as  if  it  Averc  laAvtui 
coin.” 

166,  To  Lowndes’s  doctrine  that  raiding  the 
coin  by  making  it  more  in  tale,  Avould  make  it 
more  abundant  for  general  use,  Eockc  says  ‘ 
“Just  as  the  boy  cut  his  leather  into  five  quarters 
(as  he  called  them)  to  cover  his  ball,  Avhen  cut  | 
into  four  iiuartens  it  fell  short ; but  alter  all  his 
]iains,  as  much  of  his  ball  lay  bare  as  before;  it  | 
the  quantitv  of  coined  silver  employed  in  Eng-  ^ 
land,  fall  short,  the  arbitrary  denomination  of  a j 
greater  number  of  iicuce  given  to  it,  or,  Avhieh  is  j 
all  one,  to  the  several  coined  pieces  of  it,  will  not 
make  it  commensurate  to  tlie  size  of  our  trade,  or  , 
the  greatness  of  our  occasions.  This  is  a-s  certain,  | 
as  that  if  the  quantity  of  a board,  Avhich  is  to 
sto|)  a leak  of  a ship  fifteen  inches  square,  be  but  j 
tAvelve  inches  sipiare,  it  Avill  not  be  made  to  do  it,  | 
by  being  measured  by  a foot  Avhich  is  divided^  into  j 
fifteen  inches,  instead  of  twelve,  and  so  having  a : 
larger  tale,  or  number  of  inches  in  denomination  j 

given  to  it.  , . 

“ This,  indeed,  Avould  be  a coiivincmg  reason  it  , 
sounds  would  give  weight  to  silver,  and  the  noise  I 
of  a greater  number  of  pence  (less^  in  quantity  ; 
proportionably  as  they  are  more  in  immbei  ) | 

Avere  a larger  supply  of  money.  * * . * . 

“ The  necessity  of  trust  and  biU'tenng  is  one 
of  the  many  inconveniences  springing  from  the  I 
w'ant  of  money.  This  inconAenionce  the  multi-  | 
iilving  arbitrary  denominations  Av ill  no  more  sup- 

plV,  nor  any  Avays  make  our  scarcity  of  coin  ' 
commensurate  to  the  need  there  is  of  it,  than  if 
tlie  cloth  whicli  aa'Us  provided  for  clothing  the 
army,  falling  short,  cue  should  hope  to  make  it 
connuensurate  to  that  need  there  is  of  it,  by 
measuring  it  by  a yard  one-filth  shorter  than  the 
standard,  or  changing  the  standard  of  the  yard, 
and  so  getting  the  full  dcnoinination  of  yards, 
necessary  according  to  the  i>resent  measure.  For 
this  is  all  that  Avill  be  done  by  raising  our  coin, 
as  is  proiiosed.  All  it  amounts  to  is  no  more  but 
this,  viz.,  That  each  piece,  and  consequently  our 
Avholc  stock  ot  money,  should  be  measured  and 
denominated  by  a penny  one-fifth  less  than  the 
standard.  * 

“The  increase  of  denomination  does,  or  can  do 
nothing  in  the  case,  tor  it  is  siU’er  by  its  quautit} 
and  not  denomination,  that  is  the  price  of  things 
and  measure  uf  commerce  ; and  it  is  tlie  Aveight  of 
silver  in  it,  and  not  the  name  of  the  pieces  that 
men  estimate  eoinniodities  by,  and  exchange 
them  for. 

“ If  this  be  not  so,  Avhen  the  necessity  ot  our 
affairs  abroad,  or  ill  husbandry  at  lioine,  has 
eaiTied  away  half  our  treasure,  and  a nioiety  of 
(lur  money  is  gone  out  of  England;  it  is  but  to 
issue  a proclamation  that  a penny  shall  go  for 
tw  o-peuce,  sixpence  for  a shilling,  haif-a-crowii 


for  a croAvn,  See.,  and  immediately,  Avithont  any 
more  ado,  Ave  are  :is  ricii  us  before.  And  Avheii 
half  the  remainder  is  gone,  it  is  but  doing  the  .same 
tiling  again,  and  raiMiig  liie  denomination  anew, 
and  we  are  Avhere  Ave  Avere,  and  so  on  ; whereby 
supposing  the  denomination  raised  I5-B!,  every 
man  Avill  be  as  ridi  Avith  an  ounce  of  silver  in  his 
purse,  as  he  Avas  before  when  he  had  16  ounces 
there,  and  in  as  great  ]ileaty  of  nmney,  able  to 
carry  on  his  trade  Avithout  bartering;  liis  silver, 

1)V  this  short  way  of  raisbig,  being  changed  into 
the  value  of  gold:  for  when  silver  Avill  buy  16 
times  as  much  Aviiie,  oil,  and  breail,  &c.,  to-day, 
as  it  AA'Ould  yesterday,  (all  other  things  remain- 
ing the  same,  but  the  denomination)  it  hath  tlie 
real  Avorth  of  gold. 

“This,  I gue.ss,  everybody  sees  cannot  be  so, 
and  yet  this  must  be  so,  if  it  be  true  that  rai.siug 
the  denomination  one  fifth,  can  siqtply  the  Avant, 
or  one  jot  raise  the  value  of  siU  er  in  respect  ot 
other  commodities,  i.  e.,  make  a less  quantity  of 
it  to-dav,  buy  a greater  quantity  of  corn,  oil,  and 
I cloth,  and  all  other  commodities  than  it  Avould 
j yesterday,  and  thereby  remove  the  necessity  of 
: bartering.  For  if  raising  the  denomination  can 
thus  raise  the  value  of  coin  in  exchange  for  otlier 
I commodities,  one  fifth,  by  the  same  reason  it  can 
' raise  it  tAvo  fifths,  am?  afterw'ards  three  fifths,  and 
I again  if  need  be  four  fifths,  and  as  much  further 
I as  you  please.  So  that  by  this  admirable  conlin- 
1 uance  of  raising  our  coin  we  shall  be  rich,  and  as 
: Avell  able  to  sui»port  the  charge  of  the  Goveni- 
j meiit,  and  carry  on  our  trade  Avithout  bartering, 

1 or  any  other  uicouvouience  for  Avant  of  money, 

, Avith  60,000  ounces  of  coined  silver  in  England, 

I as  if  Ave  had  six,  or  60  millions.  If  this  be  not 
: so,  I desire  any  one  to  slieAv  me  Avhy  the  same 
i way  of  raising  the  denomination,  Avhich  can  raise 
i thc  A'alue  of  money  in  respect  of  other  eommodi- 
ties,  one  fifth,  cannot  Avheii  you  please,  raise  it 
I another  fifth,  and  so  on  ? I beg  to  be  told  Avhero 
I it  must  stop,  and  Avhy  at  such  a degree,  Avithout 
! being  able  to  go  further. 

“ It  must  be  here  taken  notice  of,  that  the 
raising  1 speak  of  here,  is  the  raising  uf  the  A'alue 
of  our  coin  in  respect  of  other  commodities  (as  1 
call  it  all  along)  in  contradistinction  to  raising 
the  deuoiuiuatiou.  The  confounding  of  these  iu 
discourses  conceruing  money,  is  one  great  cause, 
I suspect,  that  this  matter  is  so  little  understood, 
and  so  often  talked  of  Avith  so  little  iuformatiou 
of  the  hearers. 

“A  penny  is  a denomination  no  more  belonging 
to  eight  t!ian  to  eighty,  or  to  one  single  grain  of 
silver : and  so  it  is  nut  ueee.ssary  that  there  should 
' be  60  such  pence,  no  umre  nor  less  in  an  ounce  of 
' silver,  /.e.  tAvelve  in  a piece  culled  a shilling,  and 
sixty  ill  a piece  called  a croAVii : such  like  divi- 
sious  being  only  extrinsical  denominations,  are- 
everyAvherc  perfectly  ai'bitrary.  For  here  iu 
1 England  there  miglit  as  well  have  been  tAvelve 
■ shillings  in  a penny,  as  tAVelve  pence  in  a shilling, 

: i.e,  the  denomination  of  the  less  pence  might  have 

; been  a shilling,  and  of  the  bigger  a penny.  Again, 
the  shilling  might  have  been  coined  ten  time.<  :is 
• big  as  the  penny,  and  the  crown  ten  times  as  big 
i as  the  shilling;  a\  hereby  the  shilling  Avould  liavo 
f blit  tenpeiice  in  it,  and  the  cruAvn  an  hundred. 
> But  this,  hoAAX'ver  ordered,  alters  not  one  jut  the 
r value  of  the  ounce  of  silver,  in  respect  uf  other 
1 things,  any  more  than  it  docs  its  Avcight.  Tliis 
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raising  bi-ing  but  giving  of  names  at  pleasure  to 
aliqunt  parts  of  any  jiiece,  viz. : that  now  the  both 
partitf  an  ounce  of  silver  shall  be  called  a penny, 
ainl  tn-niorrow  that  the  7oth  part  of  an  ounce  shall 
be  called  a penny,  may  be  done  Avith  what  increase 
you  ])Iease.  And  thus  it  may  be  ordered  by  a 
pnxdaniation,  that  a sliilling  shall  go  for  tAventy- 
Ibur  pence,  and  half-croAvn,  fin*  sixty  instead  of 
thirty  ]>eiice,  and  so  of  the  rest.  But  that  an 
hall-crown  should  be  A\*orth  or  contain  sixty  such 
]H*nco,  as  the  ])ence  Avere  before  the  change  of  de- 
nomination Avas  made,  that  no  }>ower  on  earth 
could  do.  Xor  can  any  poAver  but  that  Avhich  cun 
make  the  ])leiity  or  scarcity  of  commodities,  raise 
tlie  value  of  our  money  their  double  in  respect  of 
other  commodities,  and  make  that  the  same  piece 
or  ([iiantiry  of  silver,  under  a double  denomination, 
sliall  purciia.se  double  the  quantity  of  pepper,  Aviue, 
or  lead,  an  instant  after  such  proclamation,  to 
what  it  AA'ould  do  au  instant  before.  If  this  could 
be,  Ave  might,  as  every  one  sees,  raise  silver  to  the 
value  of  gold,  and  make  ourselves  ;ts  rich  as  Ave 
pleased.  But  it  is  but  going  to  market  Avith  an 
ounce  of  silver  of  one  hundred  and  tAventy  pence, 
tu  be  convinced  that  it  Avill  purchase  no  more 
than  an  ounce  of  silver  of  sixty  pence;  and  the 
ringing  of  the  piece  aa-iII  as  soon  purchase  more 
commoditievS,  as  its  change  of  demnnination, 
and  the  multiplied  name  of  pence,  Avheu  it  is 
called  six  score  instead  of  sixty.” 

107.  It  may,  perhajis,  appear  to  some  that  the 
arguments  put  forward  by  Locke,  are  so  simple 
ami  convincing,  that  it  is  almost  a Avasteof  ingenuity 
and  labor  to  dwell  on  them  at  such  length,  But 
unfortunately  this  is  not  so.  The  confusion  of 
idea  betAveen  the  name  and  the  vulae  of  a coin,  is 
one  Avhich  is  but  too  prevalent  even  at  the  present 
day.  It  seems  almost  iiierediblo  that  an  able  man 
like  ^Ir.  LoAvndes  could  ]»ercci\'c  that  debasing  the 
standard  of  the  coin,  by  putting  less  silver  and 
more  alloy,  Ava.s  a public  fraud,  and  an  injury  to 
all  creditors,  and  yet  that  he  should  be  totally  in- 
capable of  perceiving  that  raising  the  denomination 
i>f  the  cinn,  Avas  exactly  the  same  thing  in  prin- 
ciple as  debasing  the  stamlard.  In  each  case  the 
quantity  of  pure  sih'er  iii  a crown  or  a shilling 
Avas  diminislied.  Xevertheles.s  this  fallacy  is  ! 
deeply  seated  even  at  the  jn-esent  day.  It  Avas, 
moreover,  exactly  the  same  fallacy,  uiuliu'  another 
form,  Avhich  blinded  and  deluded  the  Bank  of 
England,  the  Government,  and  tlie  House  of 
Commons  in  1811,  into  their  insane  vote  on  the 
doctrine  of  the  Bullion  lUqiort,  that  the  Bank 
Xote  Avas  depreciated.  But  alas!  Instead  of  a 
Montague  Avilling  to  learn  wisdom  from  the  coun- 
.sels  of  a Locke,  there  Avas  only  a Vansittart,  Avho 
refused  to  listen  to  Horner  and  Canning,  and  Ave 
are  still  smarting  for  his  infatuatiun. 

I ()8.  The  Bank  of  England  had  been  founded  in  i 
Uii)4  (Banking  in  Engi-ano),  and  in  the  summer 
r»f  1695,  AA'as  in  great  credit  and  j)rosperity.  We 
Jiave  a pamphlet  Avritteii  by  Mr.  Michael  Godfrey, 
the  Deputy  Governor,  in  June,  1695,  Avhich  is  "of 
e*msiderable  vm|,>ortance  in  regard  to  the  theory 
of  the  currency,  and  some  allegations  of  the  Bul- 
lion Report  (Bullion  Rei'okt).  AVilliam  III. 
had  found  his  resources  so  much  strengthened  by 
the  foundation  of  the  Bank,  that  he  was  able  to 
assume  the  otfeiisivc  in  the  war  Avhich  Avas  then 
raging  Avith  France.  In  July,  1695,  he  under- 
took the  siege  of  Xamur,  aud^li*.  Godfrey  Avent 
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oA’cr  to  him  to  arrange  some  matters  of  bu.-inoss. 
During  a In  avy  eannonade  he  ventured  too  near 
the  king,  and  Avas  killed  by  his  side.  His  ]>am- 
]6dct  is  Avritten  in  a strain  of  the  Avarmest  con- 
gratulation in  the  success  of  the  Bank.  We  have 
gi%*cu  an  abstract  of  this  pamphlet  elseAvhere, 
(Godfrev).  ami  AA'e  only  notice  here  that  lie  as- 
serts that  in  June,  1695,  the  Bank  notes  Averc  all 
payable  on  demand.  At  this  period,  ami  for  some 
time  before,  avc  have  already  seen  that  guineas 
Avere  current  at  30s.  each,  and  the  exchange  Avith 
Holland  Ava.-;  twenty-fiAe  per  cent,  against  Eng- 
land, both  of  which  circumstances  all  contempo- 
rary Avriters,  except  a very  few,  attributed  to  tho 
badness  o/  tke  silver  coin^  and  to  that  only.  There 
are  A'oliimes  of  pamphlets  in  the  Board  of  Trade, 
Avhich  Ave  have  read,  and  they  all  ]trove  tlie  fact 
of  the  depreciation  of  the  silver  money,  or  the 
apparent  rise  in  guineas,  to  have  occurred  iu  the 
spring  of  1695,  and  not  one  CA'er  makes  the 
sliglitest  alUisiou  to  the  notion  that  it  Avas  caused 
by  tho  issues  of  the  Bank  of  England. 

169.  Tin  re  is  one  point,  hoAvever,  on  which 
there  are  m my  concurring  assertions  : — That  the 
bad  state  of  tlie  coinage  AA'as  greatly  OAving  to  the 
bad  practic<  s of  the  goldsmith-bankers.  It  is 
charged  again  and  again  against  them,  that  they 
Avere  in  the  habit  of  clipping  the  money  deposited 
Avith  them  b>'  their  customers,  and  putting  it  into 
circulation  again.  We  might  hesitate  to  believe 
this  of  men  of  such  respectability  as  our  modern 
bankers  gema-ally  arc,  but  avc  must  rellect  tliat 
generally  speaking,  the  bankers  of  these  days  Avere 
not  so  eminent  as  those  of  our  OAvn,  and  avc  see 
that  so  respectable  au  authority  as  Mr.  Godfrey 
speeilically  * barges  them  with  it.  (Godfrey.) 

170.  Bui  uet  says,  (History  of  his  own  7V///c.*r, 
voL  iv.,/^.  25*2,  edit.  18*23,)  that  there  Avas  a party 
in  the  country  Avho  Avere  moved  Avitii  great  jealousy 
by  the  credit  of  the  Bank,  ami  did  all  they  coiird 
to  ruin  it,  but  their  macliinatious  were  rejected 
AA'itli  indigiintioii  by  both  houses.  He  says  that 
at  the  same  period  there  were  tAvo  sets  of  money, 
one  milled,  wliich  could  not  be  practised  upon, 
the  other  not  so,  Avhich  Avas  dipt,  ami  so  much  so, 
that  at  la.st  it  >vas  diminished  to  less  than  half  its 
proper  weight.  When  this  had  gone  on  for  some 
time,  the  king  Avas  advised  to  issue  a proclama- 
tion to  make  it  current  by  Aveight,  ami  not  by  tale, 
but  it  AA'as  strongly  oiiposed  in  the  council.  The 
badness  of  the  money  Avas  then  very  visible; 
guineas,  Avhicli  AAcre  equal  iu  value  to21s.  6d.  in 
silver,  ruse  to  30s.  that  is  to  say,  30s.  sank  to 
*21s.  6d.  As  the  deterioration  became  Averse,  Lord 
Somers  again  proposed  that  a proclamation  should 
be  is-suml,  to  make  money  current  by  Aveight  and 
not  by  tale.  The  king  was  also  of  that  oiihiion, 
but  the  rest  of  the  council  Avere  unanimously 
agiiiiist  it ; and  so  this  proposition  Avas  laid  aside, 
Avliidi  woukl  liavc  saved  the  nation  above  a mil- 
lion of  money,  for  avIicii  people  saAv  that  Pariia- 
ineijt  AA'ould  receive  the  dipt  money  by  tale,  the 
dipping  Aveut  on  Avorse  than  ever. 

171.  Parliament  met  in  Xovember,  1695,  and 
in  the  speech  from  the  throne,  the  king  culled  the 
attention  of  the  House  to  the  bad  state  of  the 
cuin,  and  requested  them  to  devise  a remedy. 

On  the  30th  of  November,  the  subject  Avas  de- 
bated. On  the  1st  of  that  mouth,  ^Montague  (after- 
Avards  Lord  Halifax)  had  been  api>oiuted  Chan- 
cellor of  the  Exchequer.  The  House  in  acknoAv- 
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ledgment  of  the  paragraph  in  the  king’s  speech,  | 
respecting  the  ill  slate  of  the  coinage,  appointed  i 
a Committee  to  consider  of  a tiiml  to  make  good  | 
the  delidcTicy  of  the  dipped  money.  Montague  , 
brought  before  the  House  the  question  Avhetlun  it  j 
was  necessary  or  eKiH'dicut  to  recoin  the  suAer  i 
money:'  The  country  jairty,  in  the  hopes  of 
embarrassing  the  Goveriuneut,  hehl  the  negatiAC.  , 
The  Chancellor  of  the  Exchequer  maintained  ^ 
that,  in  consequence  ot  the  bad  state  of  the  com-  | 
iige,  the  foreign  exchanges  were  hea\'ily  against 
tho  country.  That,  bv  reason  of  this,  the  sup-  j 
plies  raised  to  maintain  the  army  were  curtailed 
in  consequence  of  the  adv’erse  exchange.  1 hat 
from  the  badness  of  the  coin  guineas  had  risen  to 
30s.,  and  foreign  gold  in  proportion.  That  in 
c<^nsequencc  of  tliis  great  quantities  of  foieigu 
gold  were  imported,  avIucIi  could  not  be  exported 
at  the  same  price.  The  government  carried  that 
the  money  should  be  recoined  by  a majority  of 

sixty*  , , - 

17*2.  The  next  question  aa'<os,  Avhetlier  the 

several  denominations  of  the  neAv  money  .should  I 
ha\*e  the  same  Aveight  and  lineness  as  the  old  ? or  | 
Avhethev  the  stamlard  should  be  raised  ? This  I 
question  produced  many  debates.  The  opposition  j 
adopted  Lowndes’s  ideas,  that  the  price  of  an  | 
ounce  of  sUa'ci*  buHioii  had  risen  to  6s.  3d.,  and  i 
therefore,  the  stamlard  of  the  coin  should  be 
raised  accordingly — tliat  raising  the  standard  , 
Avonld  prevent  exportation,  and  melting  it  down, 
and  AVuuhl  encourage  people  to  bring  plate  and 
bullion  to  the  mint  to  be  coined. 

The  goveriuneut  replied,  using  the  arguments 
so  admirably  set  forth  by  Locke,  of  which  \A^e 
have  given  a few  extracts  aboA*e,  in  order  that  it 
may  be  clearly  seen  to  Avhom  their  merit  is  due. 
We  need  not  encroach  on  our  space,  and  the 
reader’s  patience,  by  repeating  them.  The  Chan- 
cellor condmied  by  moving  that  in  coining  the 
iiGAV  luoiieA",  the  House  avouUI  not  dcjiait  tiom 
the  ancient  standard  either  iu  Aveight,  tineiiess,  or 
denomination.  This  resolution  Avas  also  carried 
by  2*24  to  114. 

173.  The  next  question  Avas— Who  aa'iis  to  bear 
the  loss  attending  the  ucav  coinage  ? Many  urgetl, 
and  Avith  some  plausibility,  that  the  holders  ot 
the  money  should  bear  the  loss,  as  had  frequently 
been  done  before.  It  was  resolved,  liOAA^eA'er,  that 
the  public  should  bear  it,  and  as  the  debased  state 
of  the  coinage  avus  due  to  the  negligence  of  the 
government,  it  Avas  right  that  the  loss  should  tall 
on  the  public.  The  sum  of  £1,200,000  was 
appropriated  for  the  purpose,  and  in  order  to 
meet  it,  a aviiuIoav  tax  AViXS  devised,  Avhich  has 
been  the  fruitful  source  of  misery,  disease,  and 
death,  and  has  only  been  abolished  within  the 
last  fcAV  years. 

174.  The  House  addressed  the  King  to  issue  a 
proclamation  forbidding  tlie  circulation  of  clipped 
money  after  certain  dates.  The  king  assented, 
and  on  the  20th  December  it  Avas  ordered  that 
after  the  1st  of  January,  1696,  clipped  croAviis 
and  half-croAviis  should  not  be  taken  by  any  one 
except  the  collectors  ot  taxes,  ami  after  a short 
time,  they  Averc  not  to  be  taken  in  London,  or 
Avithin  forty  miles.  The  other  coins  Avere  also 
called  in  in  a similar  manner. 

The  time  luunod  in  the  proclamation  for  receiv- 
ing the  clipped  mrniey  Avas  so  short,  that  all  trades 
Averc  thrown  into  confusion.  Feoplc  refused  to 


take  tlie  clipped  money  tni*  fear  it  might  be  left  on 
their  hands.  The  diiferent  (pialitics  of  the  coins 
currt'ut  together  added  much  to  tlie  coufu>ioii,  f<n* 
while  tile  hammered  money,  and  pieces  iiol  cli|iped 
Avithiu  the  ring,  Avere  alloAAcd  to  pass,  no  one  Ava.s 
willing  to  make  payments  in  ucav  money,  and 
tlierefore  as  fast  as  it  issued  from  tho  Mints  ami 
Exchequer,  it  \A  as  hoarded  up  by  thclirst  receiA  ers. 
J^luch  of  it  Ava-s  exported  to  purchase  g*dd,  Avhich 
at  this  time  Ava-s  verv  ]n*otitable.  Some  Acts  were 
passed  regulating  the  coin,  Avhicli  Avere  not  of  much 

'^'l75.  Evelyn  says  in  his  Diary;  “ 1695-6. 

12  Jan.  Great  confusion  and  distraction  by  rea- 
son of  the  clipped  money,  ami  the  ditticulty  found 
in  retbrming  it.— 23.  they  uoav  began  to  coin 
iieAv  luoiiev,” 

176.  Having  provided  for  the  recoinagc,  the 
House  of  Commons  then  began  a most  useless  ami 
ineffectual  meddling  Avith  the  price  of  guineas. 

As  long  as  the  silver  coinage  continued  in  its  de- 
based state,  no  human  poAver  could  loAA’cr  the 
price  of  guineas;  as  soon  as  the  sih'er  coin  aaus 
reformed,  no  human  poAver  could  pre\'ent  them 
falling.  ScA'cral  petitions  were  presented  to  the 
House  against  their  interference  Avith  the  price  of 
guineas.  (Common.'!  Journals^  VoL  XI.  p.  445^. 

Ii  is  strange  that  Montague  should  so  far  have 
deserted  the  lessons  of  his  great  master  Locke. 

If  an  Act  of  Parliament  could  alter  the  price  of 
guineas — Avlierc  Avas  the  use  of  the  coinage  ? If 
the  coinage  avouUI  effect  the  purpose,  Avhore  avos 
the  use  of  the  Act  of  Parliament  ? It  was  earned 
by  a majority  of  162  to  131,  on  the  15th  February, 
1696,  that  guineas  should  not  pass  for  more  than 
28s.  On  the  28th,  it  Avas  resolved,  by  a majority 
of  194  to  140,  that  after  the  25th  March,  they 
! should  be  reduced  to  *26s.  On  the  26th  Alarch,  it 
Avas  voted  by  a majority  of  180  to  135,  that  attei* 

' the  iOth  of  April,  they  should  be  reduced  to  2*2s., 

I and  heavy  penalties  Avere  enacted  against  all 
who  shoulideal  iu  them  at  higher  rates  after  that 
I date.  It  was  further  ordered  that  clipped  money 
should  be  received  in  payment  of  taxes  till  tho 
4th  (d  May,  in  ad\'anccs  to  government  till  tho 
1st  July,  and  after  the  l.^t  February,  1697,  shouhl 
' cease  to  be  current  at  all.  At  this  time,  although 
I both  gold  and  silver  were  Ir^gal  tender,  yet  tlio 
■ silver  coin  was  considered  the  standard  curreiicA, 

1 and  gold  only  as  subsidiary.  Debt.s  Avere  con- 
sidered to  be  contracted  iu  sil\'cr,  audAvhen  this 
I great  disarrangement  of  the  relative  value  of  the 
”old  and  silver  took  place,  it  was  considered  a great 
i public  grievance.  All  the  heavier  pieces  Avere 
culled  out,  and  sent  to  lIollaiKl,  where  guineas  and 
I bullion  might  be  bought  for  22s.,  which  passeii 
for  30s.  ill  England,  the  consequence  Avas  a steady 
drain  of  silver  from  England,  and  a continued  in- 
diix  of  gold.  The  Act  of  Charles  II.  gave  every 
I one  the  right  to  Iuiac  his  bnlliou  coined  at  tho 
Mint  free  of  ex]icnse,  and  many  perstms  had 
availed  themselves  of  that  privilege.  By  are- 
turn  presented  to  the  Commons,  it  appeared  that 
1 since  Lady-day,  1695,  up  to  February,  1696, 

' guineas  to  the  amount  of  £721,280  had  been 
coined  for  149  persons.  Au  Act  Avas  passed  to 
take  off  this  privilege,  ami  to  prohibit  the  impor- 
tation of  guineas  and  half-guineas.  Statute,  1696. 
c.  13. 

177.  The  success  nf  the  Bank  of  England 
I raised  up  a host  of  enemies,  who  tried  all  they 
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conlil  to  ruin  it.  Dnrin"  this  poriod,  flic  shores 
had  I'alkMi  from  C107  to  £Ho.  The  difficulties  of 
the  recoiuiijre  enabled  its  enemies  to  concert  a 
ioii>)nracy  against  it,  wliich  was  successful.  All 
this  time  it  had  received  the  degraded  coin  at  its 
mmiinal  value.  Its  notes  were  payable  to  bearer 
on  demand.  As  soon  as  the  new  coin  came  out 
they  were  bound  to  pay  them  in  full  weighted 
money.  Tliat  is,  tVn*  every  seven  omices  of  gold  they 
ijad  recedved  they  were  bound  to  {>ay  twelve.  More* 
iver  the  pressing  necessities  of  the  kl))g  hail  im- 
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of  the  nation,  that  one  could  not  have  borrowed 
momy  under  14  or  I5j»er  cent,  on  bills  Hank 
of  England  Notes)  or  on  Exchequer  tallies  under 
•30  per  cent.” 

ISO.  It  is.^aid  in  Narcissus  LuttrelTs  diary  that 
between  the  1 7th  of  .Jannary  ami  the  24th  of 
dune,  there  ere  brought  into  the  Exche(picr  in 
clijiped  money  T4, 700, 003  I8s.  0|(l. 

181.  We  liave  not  been  able  to  find  when 
Dank  Notes  first  fell  to  a diseount  13ut  in 
Luttrell's  diary  it  is  said  that  on  the  28th  of  July, 


brlmiateiy  indm  eil  him  to  listen  to  the  jjromises  tlicy  were  at  .i  discount  of  iTO  per  cent.  On  Ihe 
)f  the  schemers  wlio  got  up  the  Laud  Dank,  and  25th  of  August,  he  says  that  tliey  were  at  £\5 


\n  Act  h»r  cstabli."hiiig  it  passed  in  April.  This 
was  justly  considered  as  a serious  blow  to  the 
Dank  of  Jhaigland. 

178.  The  Act  limifed  the  4th  of  May,  as  the 
ast  day  f*ir  receiving  the  cli|)ped  money  in  ]iay- 
nont  of  taxes.  Multitudes  of  course  flocked  in 
It  the  last  day  to  pay  in  their  clipped  money. 
I'hc  new  monev  had  scarcely  begun  to  c«ane  out, 


per  cent,  disc* ■unt.  On  the  12th  of  September, 
at  £18  per  cent,  discount. 

182,  Mint'  had  been  set  up  at  various  towns 
ill  the  country  to  hasten  the  substitution  of  good 
money  for  bad.  During  the  summer,  these  ha<l 
been  constantly  at  work,  and  by  the  autumn  a 
considerable  siqtply  had  been  circulated.  The 
natural  effect  ibllowed  the  rest<iratiou  of  the  me- 


iiid  what  had  been  issued,  had  by  tfie  unfortunate  dium  of  paymeiit  to  its  proper  standard. 


)ermissioii  given  to  the  good  and  bad  coin  to  dr- 
ulate  together,  been  hoarded  or  exported.  The 
roldsmitlis  and  hankers,  and  other  enemies  of 
he  Dank,  saw  a great  opportunity  to  injure  it. 
They  collected  its  notes  from  all  quarters.  One 
:oldsmith  alone  had  £30,000.  On  the  5th  of 
day,  between  12  and  1 o'clock,  they  marched  in 
body  to  the  Dank,  and  demanded  payment  of 
hem  on  the  spot,  d’lie  Directors,  seeing  the 
laturc  of  the  j)roceeiIing.  refused  payment,  and 
■ft  the  holders  of  their  notes  to  their  remedy  at 
aw.  They,  however,  continued  the  payment  of 
he  usual  trade  demands.  This,  however,  could 
ot  continue.  They  were  soon  unable  to  cash 
ven  the  notes  presenti  d in  the  ordinary  course 
f business.  They  then  made  a call  of  20  per 
' cut.  on  their  proprietors,  and  were  obliged  to 
(iopt  a ])arlial  suspension  of  cash  ])ayments. 

' 'hey  gave  notice  they  could  only  pay  10  jiorcont. 
t n tlieir  notes  once  a fortnight.  During  the  first 
.'Oek  they  paid  £15,000  in  broad  and  milled 
1 loney.  The  treasury  did  all  it  could  to  assist 
t lem,  and  large  sums  were  coined  and  paid  into 
1 le  Dank.  The  Dank  advam  ed  the  rate  of  iu- 
1 Test  allowed  on  their  bills,  from  2d.  to  3d.  a day. 

' 'iiey  borrowed  £240,000  from  their  own  ])roin  ie- 


exehanges  which  had  been  25  per  cent,  against 
Eiiglaml,  immediately  turned  in  her  favor. 
Luttrell  says,  on  the  8th  of  October,  “The  price 
of  most  foreign  commodities  here  begins  to  fall  in 
expectation  of  a peace,  and  whereas  sometime 
since  we  gave  £25  per  cent,  to  remit  money  to 
Holland,  they  now  givens  £4 per  cent,  for  money 
in  England;  so 'tis  i»lain  the  balance  is  on  our 
side” 

Luttrell  sa\8  that  on  the  12th  of  October, 
Dank  Dills  wece  discounted  at  £12  ]ter  cent,  dis- 
count for  readv  money,  and  the  Dank  allowed 
0 i»er  cent,  for  six  montlis  for  all  scaled  bills  of 
£100. 

183.  It  is  not  for  us  to  tell  here  how  miserahly 
the  Land  DaiJ  failed  to  supply  the  king  with  tlic 
re.^onrees  it  had  promised,  and  its  ruinous  effects 
on  public  credit.  AV'e  are  precluded  from  enter- 
ing upon  tlie  p'ditical  history  of  the  period,  and 
shewing  how  the  fortunes  of  the  nation  were 
affected  by  tin  state  of  tlie  coinage.  All  this  i.s 
set  forth  with  matchless  skill  in  Macaulay,  whoso 
account  of  the  years  1C95,  ami  Uiy7  shoiilil 

b,‘  read  in  conncctitm  with  the  preceding  detail.s. 
The  monetary  ditficnities  of  England  were  so 
great  that  the  eyes  of  all  Europe  were  turned 


1 Ts,  for  six  mouths  at  6 per  cent.,  and  drew  bills  upon  lier,  with  the  fear,  or  the  hope,  that  the 


1 >r  £100,000  uj>ou  the  Dank  of  Amsterdam. 

179.  Evelyn  says,  “ 1 3th  ^lay,  1(>96.  NIonoy 
jrill  continuing  exceedingly  scarce,  so  that  none 
' as  paid  or  received,  but  all  was  on  trust,  the 
j lint  not  su[i|ilying  for  common  necessities. 

“ 11th  June.  Want  of  current  money  to  carry 
( \ the  smalh-st  concerns,  even  for  daily  |)nivisions 
i 1 the  markets.  Guineas  lowered  to  22s.,  ami 
j.  feat  sums  daily'  trans]H)rted  to  Holland,  where 


great  alliance  against  France  must  be  dissolved. 

184.  It  was  no  doubt  one  of  the  greatest  crises 
that  this  country  has  gone  through,  but  fortu- 
nately for  her,  tliere  were  men  at  the  head  of 
adairs  who  AV'-re  found  equal  to  the  occasion. 
Farliainent  met  on  tlie  20th  of  October,  1090, 
ami  the  king  congratulated  the  nation  upon  having 
jiassed  through  the  year  without  any  disorders  at 
home,  or  reverses  abroad,  considering  the  great 


i yields  mure,  and  otlier  treasure  sent  to  pay  the  disappointment  in  the  funds  voted  at  their  last 
: ;mies,  and  nothing  considerable  coined  of  the  meeting,  and  the  dilliculties  arising  from  the  re- 


I tfw,  ami  now  only  curnnit  stamp,  cause  such  a 
s ’arcity  tliat  tuimilts  are  every  day  feared,  no- 
1 idy  paying  or  receiving  money.  Dunks  and 
1 uteries  every  day  set  up. 

“2(»th  July.  So  little  inoiioy  in  the  nation 
t lat  Excheqiu  r tallies  on  the  best  fund  in  Eng- 
1 nd,  the  l*ost  Oflice,  nobody  would  take  at  30 
] or  cent,  discount. 

“ 3rd  Augiust.  Tlie  Dank  lending  the  £200,000 
I » pay  the  army  in  Flanders,  that  done,  nothing 


coinage  of  the  money.  Their  enemies  had  ho]>ed 
tliat  these  misfortunes  would  liave  jiroved  fatal 
to  them,  but  though  iiegociations  had  been  talked 
of  for  a general  peace,  the  only  way  to  treat  with 
France  was  SM’ord  in  hand.  The  king  then 
brought  to  their  notice  the  frightful  state  of  public 
credit,  ami  eanicstlyentreatedrarliaiucntto  take 
measures  to  restore  it. 

1 85.  The  hopes  of  the  enemies  of  England 
were  scattered  lo  the  winds.  The  statesmen  and 


;aiu6t  the  enemy  had  so  exhausted  the  treasure  tiie  parliaments  of  that  period  ai*e  not  now  hekl 
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in  any  very  high  estimation,  yet  on  that  day  they 
set  such  an  example  as  might  be  envied  by  the 
greatest  assembly  of  any  age  or  country.  Not- 
witiistaiidiiig  the  terrible  internal  sutferings  pro- 
duceti  by  eight  years'  war,  and  the  bad  state  ot 
the  coinage,  they  unanimously  voted  that  they 
would  support  the  king  and  his  government 
against  all  Ids  enemies,  both  at  home  and  ahrtaid, 
and  would  ertectiially  u&sist  him  in  carrying  on 
the  war  with  France. 

18(>.  They  tlu  n voted  without  a division  : — 
That  they  would  not  alter  the  standard  of  the 
gold  and  silver  in  fineness,  weight,  or  denomina- 
tion, and  that  they  would  make  good  all  i>arlia- 
meiitary  funds  since  hi.s  Majesty’s  accession  to 
tlie  crown  that  have  been  made  credits  for  loan 
from  the  subject.  They  also  repealed  the  absurd 
laws  against  the  importation  of  guineas  and  the 
coining  of  gold. 

187.  It  was  indeed  a great  day  for  England, 
and  one  that  may  well  put  to  shame  the  conduct 
of  her  parliament  116  years  later.  In  the  next 
sessiuii  the  amount  of  arrears  in  every  branch  in 
the  public  service  was  laid  before  them,  in  coiise- 
(pieuce  of  the  total  failure  of  some,  and  the  par- 
tial failure  of  other  funds  appropriated  to  them. 
It  was  a frightful  sum — £6,000.459 — more  than 
all  the  current  coin  in  the  kingdom  was  sup- 
posed to  be — more,  probably,  at  that  period  than 
£70,000,000  would  be  at  the  present  day.  Ex- 
cheiiuer  tallies  were  at  forty,  fifty,  and  sixty  per 
cent,  discount.  Dut  directly  the  Ilouse  of  Com- 
mons pledged  itself  to  maintain  their  faith  with 
the  public  creditor,  they  began  to  rise. 

188.  The  country  had  passed  through  the  agony 
of  its  crisis.  As  soon  as  the  vote  was  jiasseil,  the 
new  milled  money  came  forth  from  thousands  of 
Imard.s.  Dank  notes,  which  had  been  at  eighteen 
]>cr  cent,  discount  the  day  before  the  meeting  of 
parliauunt,  rose  to  twelve  discount,  and  its  shares 
rose  too.  The  exchanges,  as  we  have  already  seen 
aliovc,  as  well  as  by  the  evidence  of  Mr.  Cary 
(Cary),  were  now  in  tavor  of  this  country,  in 
consetpieuce  of  the  medium  of  payment  being 
restored  lo  its  true  standard. 

189.  On  the  27th  October,  the  House  resolved 
that  all  haiiniKTcd  money  should  jaiss  curreut  at 
5s.  2d.  per  ounce ; tliat  until  the  1st  of  January, 
it  should  be  purchased  at  all  the  mints,  and  re- 
ceived in  payment  of  taxes,  at  5s.  8d.  per  ounce. 
Tliey  then  anxiously  debated  the  state  of  credit. 
On  the  12tli  November,  they  voted  that  the  Dank 
of  England  should  conliuue  for  the  eleven  years,  for 
M'liich  it  was  originally  established,  and  that  no 
other  Dunk  should  be  established  by  Parliament 
during  that  period.  This  was  carried  by  200  to 
124.  Dy  the  beginning  of  December,  the  five  coun- 
try mints  liad  already  coined  £200,000,  and  they 
had  £400,000  in  dipt  money  and  plate  waiting  to 
be  coined.  The  House  ordered  a bill  to  be  brought 
in  to  establish  bills  of  credit,  that  for  goods  bought 
under  £10,  the  buyer  should  give  his  note  of  hand 
for  payment,  which  should  be  transferable  from 
hand  to  hand,  during  the  scarcity  of  money.  This 
plan  had  long  been  advocated  by  Sir  Josiah  Child. 
(Child.)  On  December  26,  Dank  notes  were  at 
£17  per  cent,  discount.  On  the  1st  of  February, 
1697,  they  were  at  £19  per  cent,  discount. 

190.  Negotiations  had  been  going  on  between 
the  House  and  the  Bank  of  England  for  resioring  its 
credit.  At  last,  on  the  3rd  of  Febi  uary,  1697, 


the  Ilouse  agreed  that  the  Dank  miglit  increase  its 
capita!  stock  by  an  aimnini  not  exceeding  five 
millions,  of  whiehone  (iftli  migiit  be  paid  in  tlieir 
own  notes,  and  fuiir-fifths  in  Exehetiiu  r tallies. 
Several  other  provisions  were  also  made  for  pre- 
venting the  reeuiTonce  of  such  a calamity  as  the 
failure  of  the  Land  Dank  had  caused.  (Danki.ng 
IN  England.)  In  pursuance  of  this  Act,  llie 
capital  .stock  of  the  Dank  was  increased  by  tlie  sum 
of  £1,001,171  10s.  of  wliich  £200,000  were  paid 
in  its  own  depreciated  notes,  taken  at  their  full 
value,  and  £800,000  in  depreciated  Exchequer 
tallies.  On  the  19th  February,  1697,  Dank  Nute.s 
were  at  £21  discount,  and  on  the  20th,  ut  £24 
discount.  On  the  23rd  of  JMarch,  they  were  at 
£23  10s.  discount. 

191.  Tlie  Act  for  increasing  the  capital  of  the 
Bank  received  the  royal  assent  on  the  1st  of  Ajiril, 
and  the  value  of  its  notes  immediately  ro.se  to  £18 
discount,  at  which  they  continued  till  the  begin- 
ning of  June,  when  they  ruse  to  £13  discount.  On 
the  26th  of  July,  tliey  were  at  £10  10s.  dUcouiit. 
On  tlie  3rd  of  Augii.^t,  they  were  at  £7  discount, 
and  the  shares  rose  from  60  to  72.  On  the  26tli 
of  Augu.st,  the  notes  were  at  £3  10s.  discount, 
and  the  shares  rose  to  83,  On  the  28tli  notes 
were  at  £2  discount,  and  the  stock  at  92.  On  the 
18th  September,  the  notes  were  at  £l  discount,  and 
bank  stock  at  96.  And  on  the  30th  November, 
the  notes  were  at  par.  By  tliis  time  upwards  of 
£7,000,000  of  imniey  had  been  coined  at  tlie 
various  mints  in  the  country. 

192.  Such  is  tlie  history  of  this  gi*eat  mone- 
I tary  crisis,  and  whoever  will  take  the  trouble  to 

compare  it  with  the  account  of  it  given  in  the 
I Bullion  Report,  will  at  once  perceive  what  an 
I astonishing  mass  of  chronological  errors  the 
framers  of  that  Report  liave  fallen  into.  (Bi  llion 
Report.)  The  Bullion  Report  says  that  the 
I details  given  in  it  are  all  very  fully  mentioned  in 
authentic  tracts  published  at  the  time.  We, 

I having  read  scores  of  tracts  published  at  the  time, 
make  bold  to  say  that  there  is  not  one  single  tract 
j published  at  the  time  which  will  countenance  the 
I assertions  of  the  Report.  We  also  observe  that 
I Bank  Notes  were  received  in  i>aymeiit  of  the  new 
subscription  to  the  Bank  ; thus  its  own  depreciat- 
ed notes  which  were  Credit,  were  thus  turned 
into  permauent  Capital,  an  operation  which  is 
wholly  inexplicable  according  to  the  curreut 
notions  on  the  subject  of  Credit,  but  which  is  fully 
explained  under  Credit.' 

193.  The  political  benefits  which  followed  this 
great  restoration  of  the  coinage  are  beyond  the 
purpose  of  this  work.  In  1707,  the  union  of  the 
kingdoms  necessitated  a new  coinage.  At  the 
same  time  the  relative  value  of  the  gold  and  silver 
coins  began  to  ditfer  from  the  market  value  of  the 
two  metals,  and  as  silver  was  underrated,  it 
became  very  scarce.  It  is  much  to  be  lamented 
that  the  government,  having  adopted  Locke's 
arguments  in  favour  of  the  maiiiteiiance  of  the 
standard,  did  not  also  adopt  his  argument  with 
respect  to  the  necessity  of  there  being  only  one 
standard  of  value.  It  was  perfectly  conclusive, 
and  the  evils,  which  he  had  shewn  must  neces- 
sarily follow  from  this  economic  error  of  having 
two  measures  of  value,  manifestly  displayed  them- 
selves. In  1708,  the  goverumeut  ofiered  a 
premium  of  2|d.  prr  ounce,  to  every  one  who 
brought  foreign  silver  coin,  or  plate  of  auy  sort. 
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•f  fiiieiu'ss,  to  tlie  !Mint  to  bo  coined, 

riiis,  however,  was  quite  inetTeetual,  ami  as 
uatt(‘rs  j^rew  worse  every  day,  the  government 
rt’i*rred  the  matter  to  Sir  Isaac  Newton,  who  had 
or  many  years  been  at  the  head  of  the  Mint,  U> 
\‘\u\rt  upon.  I 

194.  Sir  Isaac  Newton  t<aid  in  his  Deport,  i 
^Ptirl.  Hist.  VIJ.rrIi'yJ,  “That  a pound  weiglit  | 
I'rov,  of  g»tld.  11  ozs.  tine,  and  1 oz.  alloy,  is  cut  | 
iito’44i  guineas;  and  a pound  weight  of  silver, 

[ 1 ozs. "2  dwts.  fine,  and  18  dwts.  alloy,  iscut  inti> 
]2  shillings ; and,  according  to  this  rate,  a pound 
A'oight  of  fine  gold  is  worth  15  pounds  weight  (> 
>zs.  17  dwts.  and  5 grns.  of  fine  silver,  reckoning 
i guinea  at  £l  Is.  Gd.  in  silver  money.  lint 
diver  in  bullion,  exportable,  is  usually  worth  2d. 
u*  8d.  per  ounce  more  than  in  coin ; and  if  as  a ^ 
nedium  such  bnllion  of  standard  alloy  bo  valued 
It  5s.  4Jd.  ]ier  ounce,  a pound  weight  of  fine  gold 
A'ill  be  "worth  but  14  lbs.  11  ozs.  12  dwts.  9 grs. 
if  line  silver  in  bnlUon ; and,  at  this  rate,  a guinea 
s worth  but  so  much  silver  as  would  make  20s. 
sd.  When  sliii>s  are  lading  for  the  East  Indies, 
tlie  demand  of  silver  for  exportation  raises  the 
price  to  5s.  Gd  or  5s,  8d.  per  ounce,  or  above; 
but  I consider  not  these  extraordinary  cases. 

“A  Si>anish  pistole  was  coined  for  thirty- 
two  rials,  or  four  pieces  of  eight  rials,  usually 
called  pieces  of  eight,  and  is  of  equal  alloy,  and 
the  .sixteenth  part  of  the  weight  thereof;  and  a 
Do)i])io  Moeda  of  Portugal  was  coined  for  ten 
crusados  of  silver,  and  is  of  equal  alloy,  and  the 
sixteenth  part  of  the  weight  thereof.  Gold  is 
therefore  in  Spain  and  Portugal,  of  sixteen  times 
more  value  than  silver  of  equal  weight  and  alloy; 
according  to  the  standard  of  those  kingdoms ; at 
which  rate  a guinea  is  worth  22s.  Id. : but  this 
high  price  keei)S  their  gold  at  home  in  good 
))lcnty,  and  carries  away  the  Spanish  silver  into 
all  Europe;  so  that  at  home  they  make  their 
j>aymeuts  in  gold,  and  will  not  pay  in  silver 
without  a premium : upon  the  coming  in  of  a 
l*late  fleet  the  premium  ceases  or  is  but  small; 
but  as  their  silver  goes  away  and  becomes  scarce, 
the  premium  increases,  and  is  most  commonly 
alKUit  six  per  cent.,  which  being  abated,  a guinea 
becomes  worth  about  20s.  9d.  in  Spain  or  Por- 
tugal. 

“ In  France,  a pound  Aveight  of  fine  gold  is 
reckoned  worth  fifteen  pounds  weight  of  fine  sil- 
ver ; in  raising  or  failing  their  money,  their  kings’ 
edicts  have  sometimes  varied  a little  from  this 
proportion,  a little  in  excess  or  defect;  but  the 
variations  have  been  so  little,  that  I do  not  here 
consider  them.  By  the  edict  of  May,  1709,  a 
new  pistole  was  coined  for  four  new  Ionises,  and 
is  of  equal  alloy,  and  the  fifteenth  part  of  the 
weight  thereof,  except  the  errors  of  their  mints; 
and  by  the  same  edict,  fine  gold  is  valued  at  fif- 
teen times  its  weight  of  fine  silver;  and  at  this 
rate  a guinea  is  worth  20s,  8.Jd.  * * * 

“The  ducats  of  Holland  and  Hungary,  and 
the  Empire,  were  lately  current  in  Holland  among 
the  common  people,  in  their  markets  and  ordinary 
atfairs,  at  five  guilders  in  specie,  and  five  stivers  ; 
and  commonly  changed  for  so  much  silver  moneys 
in  three-guilder  pieces  and  guilder  pieces,  as 
guineas  are  with  us  for  21s.  Gd.  sterling ; at  which 
rate  a guinea  is  worth  20s.  7|d. 

“ According  to  the  rates  of  gold  to  silver  in 
Italy,  Germany,  Polaiul,  Denmark,  and  Sweden, 


a guinea  is  woi'th  about  20s.  and  7d.,  6d.,  5d.,  or 
4d.,  for  the  pr  oportion  varies  a little  within  the 
several  govennuents  in  these  countries.  In 
Sweden,  gold  is  lowest  in  proportion  to  silver, 
and  tins  hath  made  that  kingdom,  which  formerly 
was  content  witli  copi>er  money,  aliound  of  late 
with  silver,  ^ent  thither  (I  suspect)  for  naval 
stores. 

“In  the  end  of  King  William’s  reign,  and  the 
first  year  of  the  late  queen,  when  foreign  coins 
abounded  in  ] .uglaml,  I cau.-^ed  a great  many  of 
them  to  be  assayed  in  the  Mint,  and  found  by  the 
assays,  that  fine  gold  was  to  fine  silver  in  Spain, 
Portugal,  France,  Holland,  Italy,  Germany,  and 
the  northern  I.higdoms,  in  the  proportion  above 
mentioned,  errors  of  the  mint  excepted. 

“ In  China  and  Japan,  one  pound  weight  of 
fine  gold  is  worth  but  9 or  10  pounds  weight  ot 
fine  silver;  and  in  East  India  it  may  be  worth 
12;  and  this  low  price  of  gold  in  proportion  to 
silver,  carries  away  the  silver  from  all  Europe. 

“ So  then  by  the  course  of  trade  and  exchange 
between  nation  and  nation  in  all  Europe,  tine 
gold  is  to  fine  silver  as  14  4-5,  or  15  to  one ; and 
a guinea  at  th>‘  same  rate  is  worth  between  20s. 
5d.  and  20s.  8 Id. ; except  in  extraordinary  cases, 
as  when  a Plate  fleet  is  just  arrived  in  Spain,  or 
ships  are  lading  here  for  the  East  Indies  ; which 
cases  I do  not  here  consider.  And  it  appears  by 
experience  as  well  as  by  reason,  that  silver  flows 
from  those  places  where  its  value  is  lowest  in  pro- 
portion to  gold,  as  from  Spain  to  all  Europe,  ami 
from  all  Eiimpo  to  the  East  Indies,  China,  and 
Japan ; and  that  gold  is  most  plentiful  in  those 
places  in  whu  h its  value  is  highest  in  proportion 
to  silver,  as  in  Spain  and  England. 

“ It  is  the  demand  for  exportation  mIucIi 
hath  raised  the  price  of  exportable  silver  about 
2d.  or  :3d.  in  tbe  ounce  above  that  of  silver  in  coin, 
and  hath  ther‘.*by  created  a temptation  to  export, 
or  melt  down,  the  silver  coin  rather  than  give  2d. 
or  3d.  more  for  foreign  silver ; and  the  demand 
for  exportation  arises  from  the  higher  price  of 
silver  in  other  places  than  in  England,  in  propor- 
tion to  gold  ; that  is,  from  the  higher  price  of  gold 
hi  England  than  in  other  places  in  proportion  to 
silver,  and  therefore  may  be  diminished  by 
lowering  the  value  of  gold  in  proportion  to  silver. 
If  gold  in  England,  or  silver  in  East  India,  could 
be  brought  down  so  low  as  to  bear  the  same  pro- 
portion to  one  another  in  both  places,  there  would 
be  here  no  greater  demand  for  silver  than  for 
gold  to  be  exported  to  India,  And  if  gold  were 
lowered  only  so  as  to  Iiave  the  same  proportion 
to  the  silver  money  in  England,  which  it  hath  to 
silver  in  the  rest  of  Europe,  there  would  be  no 
temptation  to  export  silver  rather  than  gold  to 
any  other  part  of  Europe.  And  to  compass  this 
last,  there  sc'-ms  nothing  more  requisite  than  to 
take  oft’  about  lOd.  or  T2d.  from  the  guinea;  so 
that  gold  may  bear  the  same  proportion  to  the 
silver  money  in  England,  wliich  it  ought  to  do  by 
the  course  of  trade  and  exchange  in  Europe. 
But  if  only  Gd.  were  taken  oft’  at  present,  it  would 
diminish  the  temptation  to  export,  or  melt  down 
the  silver  coin.  And  by  the  efiects,  would  show 
hereafter  better  than  can  appeal*  at  present,  what 
further  redm  tion  would  be  most  convenient  for 
the  public. 

“ In  the  last  yeai*  of  King  William,  the  dollars 
of  Scotland,  worth  about  4s.  Gj^tl.,  were  put  away 
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in  the  North  of  England  for  5s.,  and  at  this  price 
began  to  flow  in  upon  us.  I gave  notice  there-fl 
tolhc  Lords  Commissioners  of  the  Trcasnn%  and 
they  ordered  the  collectors  of  taxes  to  torbear 
taking  tliem,  and  thereby  put  a stop  to  the  mis- 
chiof. 

“At  the  same  time,  the  louis-d’ors  of  I ranee, 
which  were  worth  but  17s.  Jd.  a piece,  passed  in 
England  at  I7s.  6d.  I gave  notice  thereof  to  tlie 
Lords  Commissioners  of  the  Treasury ; and  his 
late  :Uajestv  put  out  a proclamation  that  they 
should  go  but  at  17s.;  and  thereupon  they  came  to 
the  Mint,  and  £1,400,000  were  coined  out  ol 
them : and  if  the  advantage  of  5^d.  in  a louis-d'or, 
sufficed  at  that  time  to  bring  into  England  so 
great  a quantity  of  French  money,  and  the  advan- 
tage of  three  farthings  in  a louis-d'or  to  bring  it  to 
tlie  mint,  the  advantage  of  9* d.  in  a guinea,  or 
above,  may  have  been  sufficient  to  bring  the  great 
quantity  of  gold  which  hath  been  coined  in  these 
last  fifteen  years,  without  any  foreign  silver. 

“ Some  years  ago,  the  Portugal  moedors  were 
received  in  tlie  AVest  of  England  at  28s.  a piece. 
Upon  notice  from  tlie  Mint,  that  they  were  worth 
only  about  27s.  7d.,  the  Lords  Commissioners  of 
the  Treasury  twdered  their  receivers  of  taxes  to 
take  them  at  no  more  than  27s.  Gd.  Afterwards  i 
many  gentlemen  in  the  west  sent  up  to  the  Trea-  I 
snry  a petition,  that  the  recinvers  might  take  | 
them  again  at  28s.,  and  promised  to  get  returns  ' 
for  money  at  that  rate ; alleging  that  when  they 
went  at  *28s.,  their  country  was  full  of  gold,  which 
they  wanted  very  much.  But  the  Commissioners 
of  the  Treasury,  considering  that  at  28s.  the 
nation  would  lose  5d.  apiece,  rejected  the  petition. 
And  if  an  advantage  of  5d.  in  the  28s.  did  pour 
that  money  in  upon  us,  much  more  hath  an  ad- 
vantage to  the  merchant  of  9Jd.  in  a guinea,  or 
above,  been  able  to  bring  into  the  .Mint  great 
quantities  of  gold,  without  any  foreign  silver,  and 
may  be  able  to  do  so  still,  till  the  cause  be  re- 
moved. 

“ If  things  be  let  alone  till  silver  money  be  a 
little  scarcer,  the  gold  will  fall  of  itself ; for  people 
are  already  backward  to  give  silver  for  gold,  and 
will  in  a little  time  refuse  to  make  payments  in 
silver  without  a premium,  as  they  do  in  Spain; 
and  this  premium  will  be  an  abatement  of  the 
value  of  the  gold ; and  so  tlie  question  is,  whether 
gold  shall  be  loweretl  by  the  government,  or  let 
alone  till  it  falls  of  itself,  by  the  want  of  silver 
money. 

“ It  may  be  said,  that  there  are  great  quantities 
of  silver  in  plate,  and  if  the  plate  were  coined, 
there  would  be  no  want  of  silver  money.  But  I 
reckon  that  silver  is  safer  from  exportation  in  the 
form  of  plate  than  in  the  form  of  money,  because 
of  the  greater  value  of  the  silver  and  fashion  to- 
gether ; ami  therefore  I am  not  for  coining  the 
plate,  till  the  temptation  to  export  the  silver 
money,  which  is  a profit  of  2d.  or  3d,  an  ounce, 
be  diminished ; for  as  often  as  men  are  necessi- 
tated to  send  away  money  for  answering  debts 
abroad,  there  will  be  a temptation  to  send  away 
silver  rather  than  gold,  because  of  the  profit, 
which  is  almost  4 per  cent.;  and  for  the  same 
reason  foreigners  will  ch(X)se  to  scud  hither  their 
gold  rather  than  their  silver.” 

19G.  Mr.  Aislabie,  the  Chancellor  of  the  Ex- 
chequer, brought  the  subject  of  the  great  scarcity 
of  silver  coin  before  the  House  on  the  21st  of 


December,  1717,  and  was  seconded  by  Mr. 
Caswall,  who  gave  details  of  the  ditVmvnt  relative 
values  gold  and  silver  coin  had  borne  witli  respect 
to  each  (Uher,  according  to  the  plenty  or  scarcity 
of  each,  and  said  tliat  the  over-valuation  of  gold 
in  the  cuiTeiit  coins  of  Great  Britain,  had  caused 
the  exportation  of  great  ([uautities  of  silver  specie. 
To  prove  this,  he  laid  open  a clandestine  trade 
which  had  been  carried  on  for  many  years  by  the. 
Dutch,  Ilambiirgliers,  and  other  foreigners,  In 
concert  with  the  Jew.*;  and  tdher  trailers  here, 
which  consisted  in  exporting  .silver  coins,  and  im- 
l)oniug  gold  in  lieu  thereof,  which  being  coined 
into  guineas  at  the  'rower,  near  I5d.  was  got  by 
every  guinea,  whicli  amounted  to  ab.mt  5 per  cent., 
and  as  these  returns  might  be  got  five  or  six  times 
in  the  year,  considerable  profits  were  made  by  it. 
In  his  opinion  the  only  way  of  checking  this,  w;is 
to  lower  the  price  of  giiinea.s  and  other  gold 
specie. 

197.  Sir  Isaac  Newton  had  shewn  tliat  the 
true  value  of  the  guinea,  according  to  the  mar- 
ket values  of  gold  and  silver  at  that  time,  was 
20s.  8d.  The  House,  however,  did  not  ailopt  his 
recommendatiou  to  its  full  extent,  but  they  ad- 
dressed the  Crown  to  issue  a proclamation  to 
make  guineas  current  at  21s.  In  accordance 
with  this,  the  king  issued  a proclamation  on  tlie 
22nd  December,  1717,  making  guineas  current  at 
21s.,  and  reducing  the  other  gold  coins  for  23s.  Gd. 
and  25s.  Gd.  to  23s.  and  *25.s.  each. 

198.  This  was  the  last  alteration  made  in  the 
relative  values  of  gold  and  silver  coin,  and  now, 
in  the  language  of  the  Mint,  the  price  of  gohl 
was  fixed  at  £3  17s.  lOJd.  an  ounce,  which  is  so 
sore  a puzzle  to  many  persons.  This  alteration 
in  the  value  of  guineas  created  some  alarm  that  It 
might  be  farther  reduced,  and  caused  considerable 
confiLsiou  in  trade,  but  iii  January,  1718,  both 
Houses  of  Parliament  passed  resolutions  that  they 
would  not  alter  the  standard  of  the  gold  and  sil- 
ver coins  of  the  kingdom  in  fineness,  weight,  or 
denomination. 

199.  By  the  reduction  of  the  price  of  the 
guinea,  the  value  of  gold  to  silver  was  fixed  at 
15^1^  to  1,  but  as  in  Holland  ami  France  the 
rate  was  14^  to  I,  a profit  still  remained  on  ex- 
porting silver  and  importing  gold.  Thus  gold 
became  the  cheapest  medium  in  which  to  make 
payments,  and  by  this  means  during  the  course 
of  the  last  century,  it  became  gradually  an  un- 
derstood thing  in  commerce  that  gold  was  tlie, 
standard  of  value.  This  custom  was  finally 
adopted  a.s  law  in  1816. 

200.  Up  to  1732,  a considerable  quantity  of  the 
old  hammered  gold  pieces  of  James  I , Charles  T., 
and  Cliarles  II.,  had  been  current  along  with  the 
guineas.  These  were  the  old  units  originally 
struck  to  represent  20s.,  but  Avhich  were  now 
current  at  25s.  All  this  old  gold  was  now  called 
in  at  the  rate  of  £4  Is.  per  ounce,  troy.  Many 
of  the  coins  of  Edward  VI.  were  still  in  circula- 
tion. These  were  all  called  in  at  the  same  rate. 

I By  these  measures  all  tlie  old  hammered  money 
was  finally  withdrawn  from  circulation. 

201 . But  the  old  evils  of  clipping  and  counter- 
feiting were  not  put  down.  The  introduction  of 
the  mill  liad  given  a more  accurate  circular  form 
to  the  coin,  but  it  was  executed  in  sncli  a manner, 
that  it  was  still  possible  to  file  away  about  9 or 
12irraiusof  metal  without  much  danger  of  dis- 
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covcry,  from  the  distance  at  winch  the  letters 
were  placed  fnnii  tiu;  edge.  'I'hc  Lev.  Peter 
\'allavine,  Viciir  of  Monktoii,  says  in  his  Obser-  , 
vnfliuts  on  the  Current  Coin  of  this  Kin^^flom^  1742,  j 
tliat  tlio  shillings  were  defii'ieiit  from  d to  11  ])er  | 
cent.,  and  the  >ixpences  from  1 1 to  more  than  22 
per  cent.,  and  hesides  that,  were  extremely  scrace.  ' 

202.  It  may  seem  somewhat  remarkable  that 
after  the  experience  the  government  Jiad  had  of 
the  miseries  inflicted  upon  the  nation  by  suffering 
the  coinage  to  fall  into  a degraded  state,  tliey 
contiuuetl  to  pay  no  attention  to  it.  On  the  ac-  ' 
cession  of  George  III.,  in  ITtld,  the  gold  and  silver 
money  was  found  to  be  in  a very  bad  state,  I'he 
crown  pieces  entirely  disai)peared,  though  upwards 
of  a million  and  a half  of  pounds  had  been  coined  i 
since  tlie  time  of  William  III.  The  half-crowns 
were  extremely  scarce,  although  during  the  same 
]ieriod  there  had  been  coined  to  the  value  of  j 
T2,32i),370.  The  shillings  and  sixpences  were  i 
in  a shameful  state,  and  had  lost  from  a sixth  to  j 
a fourth  of  their  value.  All  signs  of  the  iini>res-  j 
sion  on  them  had  vanished.  All  the  good  coins  i 
had  been  exported,  or  melted,  in  consriiuence  of  | 
theerroneou>  valuation  of  the  gold  ami  silver  coin, 
and  no  bullion  was  brought  to  the  ^lint  t(t  be  ; 
coined,  because  it  would  have  been  a great  loss  , 
to  do  so,  even  although  it  was  coined  for  nothing.  ! 
The  gf4d  coinage  was  also  becoming  much  depre-  i 
dated.  It  wa.s  very  much  clipped  and  tiled.  The  | 
onlv  remedy  tried  for  some  time,  was  the  old  j 
futile  one  of  issuing  a proclamation  against  the  : 
practice.  The  state  of  the  coinage  continually  j 
got  worse.  In  1771,  it  was  said  that  three-fourths 
of  the  silver  in  circulation  was  base.  The  guineas  I 
were  sent  over  to  Holland  to  be  filed,  and  then 
returned  and  put  into  circulation.  Even  the 
copper  coinage  was  as  bad.  A statute  was  passed 
to  make  counterfeiting  the  copper  coinage  felony.  | 
7'he  sums  allowed  for  ])rosecuting  offences  against  ! 
thecoinage  were  trebled.  In  1773,  it  was  enacted,  I 
statute  1773,  c.  52,  that  any  person  to  whom  gold  j 
coin  should  be  tendered  which  he  should  suspect  | 
to  be  counterfeit,  might  cut,  break,  or  deface  such  ; 
])iece.  If  it  was  bad,  the  otferer  should  bear  the  ' 
loss,  if  not,  the  person  who  defaced  it  must  take 
it  at  the  rate  it  was  coined  for.  All  the  oflicers 
o\'  the  Treasury  were  ordered  to  destroy  all  gold 
coins  oflered  them  in  payment,  which  were  below 
a eertaiu  weight.  At  the  same  time  the  Bank  I 
gave  notice  that  it  would  buy  any  quantity  of  ' 
such  defaced  coin,  in  parcels  of  not  less  than  fifty 
guineas,  at  £3  17s.  lO^d.  the  ounce.  In  1774,  an 
Act  was  passed  to  prevent  the  importation  of 
debased  and  dein-eeiated  silver  coins. 

203.  It  was  further  enacted  that  no  tender  of 
the  silver  coin  of  the  realm  of  any  sum  exceeding 
£25  at  any  one  time,  should  be  legal  tender 
within  Great  Britain  or  Ireland,  foriimre  than  its 
value  1)V  weight  at  the  rate  of  5s.  2d.  per  ounce. 
The  Act  w a.sto  endure  till  the  1st  day  of  i\Iay 
1770,  and  to  the  end  of  the  then  next  session  of 
Parliament. 

204.  The  state  of  the  gold  coinage  could  no 
longer  be  overlooked.  The  government  proposed 
that  all  the  deficient  gold  coin  should  be  called  in 
and  recoined.  That  a compensation  should  be 
made  to  the  iioKlers  of  such  deficient  gold  coin 
under  certain  regulations;  and  that  after  the  re- 
cttinage,  the  currency  of  the  gold  coin  should  in 
I'uture  be  regulated  by  weight  as  well  as  by  tale. 


in  accordance  with  the  ancient  laws  of  tlic  king- 
dom, and  mat  the  several  pieces  should  not  be 
legal  tender,  if  they  were  diminished  by  any 
means  below  that  weight.  The  king  having  ap- 
proved the  jdan,  recommended  to  Parliament  the 
consideration  of  the  slate  of  the  gold  coinage  in 
very  earuesc  terms,  lie  said  that  the  diminution 
which  that  coin  had  suttered,  and  the  rapid  pro- 
gre.ss  the  mischief  w'as  daily  making,  was  truly 
alai'uiing,  aud  that  it  was  essentially  neces.sary 
for  the  credit  and  commerce  of  the  country,  that 
the  gold  coinage  should  be  put  on  a good  footing. 
Every  one  agreed  tliat  a re-eoiuage  was  indispen- 
sable, and  liad  lung  been  required  to  jireveiit  the 
liaudulent  iliininutiun  of  the  gold  coin,  which  had 
been  carried  to  a greater  excess  than  had  ever 
been  known  before.  But  it  was  by  no  means 
equally  agreed  upon  w hom  the  loss  atleiidiiig  it 
should  fail.  According  to  the  Act,  the  loss  fell 
upon  the  immediate  possessors  of  the  gold  coin, 
and  these  w ere  chieliy  the  great  money  holders 
and  banker.^,  aud  consequently  it  entailed  a great 
loss  on  these  individuals.  They  of  course  or- 
ganised a strong  resistaiiee,  aud  declared  that  as 
they  were  obliged  to  Jtoid  money  for  others,  aud 
Iiad  received  it  at  its  iiouuual  value,  upon  the 
public  faith,  aud  under  the  sanction  oi  government, 
it  w'as  oppressive  aud  unjust  to  make  the  wliole 
loss  fall  upon  them,  to  make  good  to  the  public 
the  immeusr  loss  they  liad  suslaiued  tlirough  the 
remissuess  of  government,  in  not  enforcing  the 
laws,  until  the  enormity  reached  so  great  a height 
as  to  be  thouglit  beyond  tiieir  control. 

The  ^liiiister,  however,  thought  otherwise. 
The  extent  of  the  evil  and  the  necessity  fora  new 
coinage  were  undeniable.  The  cliarge  of  injustice 
he  did  not  admit.  He  said  the  loss  liad  fallen 
Avhere  it  could  best  be  borne,  upon  those  who  had 
been  gainers  by  the  situation,  aud  who  always 
profited  by  the  public  money.  That  it  w^as  in 
truth  a tax  upon  jiroperty,  aud  iii»ou  that  species 
of  property  wliich  w as  exempt  from  many  otliers. 
That  if  a geiierai  tax  had  been  laid  ou  to  make 
good  the  deficiency,  it  would  have  been  a very 
heavy  charge  to  the  public,  and  opened  the  door 
for  iiiimmerable  frauds,  as  had  happened  in  the 
reign  of  William  liL,  on  calling  in  aud  re-coining 
the  silver  money. 

205.  On  the  13th  of  May,  a conference  was 
held  between  the  two  Houses  of  Parliament,  upon 
the  subject  of  the  new  coinage,  in  which  they 
agreed,  aud  resolved  to  address  the  King. 

They  iigreed  to  advise  the  king  that  all  guineas 
weighing  kss  then  5dwts.,  « grains.,  ail  iialf- 
guiueas  wei.;huig  less  than  2 dw'ts.  16  grains,  and 
all  quarter  guineas  weighing  less  than  1 dwt.  8 
grains  should  be  called  in  and  received  according 
to  the  slaiidai'd  of  the  ^liiit,  both  in  weight  and 
fineness,  as  quickly  as  coukl  be  done.  That  the 
public  should  bear  the  loss  aidsing  from  the  de- 
ficiency and  recoinage  of  the  said  guineas,  pro- 
vided it  did  not  exceed  tlie  rates  settled  by  the 
Commission) Ts  of  the  Treasury,  and  provided  they 
should  be  oifered  in  payment  to  the  receivers  aud 
collectors  of  the  public  revenues,  or  should  be 
brought  to  such  places  as  the  king  might  appoint 
fur  the  excliaiige  of  them,  within  certain  times. 
I'licy  advisi  d the  king  to  issue  a proclamatiuu  to 
limit  a time  when  such  coins  as  were  more  defi- 
cient than  ihe  quantity  stated  should  cease  to  be 
current.  Act  was  passed  in  accordance  with 
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this  address,  by  which  all  receivers  of  crown 
revenues  w*ere  ordered  to  receive  all  guineas 
tendered  to  them  at  the  value  they  were  coined 
at,  provided  their  Aveight  did  not  fidl  below'  the 
quantity  nanieil  in  the  proclamation.  It  was 
further  resolved,  that  the  public  should  bear  the 
loss  arising  from  the  rccoinage,  aud  the  Commons 
voted  £250,000  foi*  this  purpose. 

20G.  On  the  24th  of  June,  a proclamation  was 
issued  prohibiting  all  guineas  under  5 dwts.  8 grs. 
to  be  current,  ami  other  gold  coins  in  proportion. 
Oflicers  were  appointed  at  a considerable  number 
of  the  principal  towns,  to  exchange  the  deficient 
money  for  other  money  of  the  legal  weight.  The 
oflicers  of  the  mint  w'ere  ordered  to  prepare  weights 
exhibiting  the  standard  Aveights  of  the  coins, 
and  to  .stamp  all  weights  brought  to  them,  Avhich 
should  be  found  in  conformity  Avith  the  standard 
ones.  This  plan  Avas  immediately  carried  into 
execution,  aud  aa'os  attended  with  perfect  success, 
and  110  more  complaints  of  deficient  guineas  Avere 
heard  until  the  suspension  of  cash  payments  by 
the  Bank,  in  1797.  The  total  expense,  how-ever, 
considerably  exceeded  the  estimate.  In  1774, 
£250,000  were  granted  for  the  expenses  of  the 
rccoinage;  in  1775,  £69,770;  in  1776,  £92,421  ; 
aud  in  1778,  £105,227,  making  £517,320  in  all. 
Gold  being  noAv  the  medium  of  payment,  the 
same  phenomenon  Avas  exhibited  as  in  the  recoinage 
of  the  silver  money  in  the  reign  of  AVilliam  HI. 
The  foreign  exchanges  had  been  unfavourable  in 
consequence  of  the  deterioration  of  the  gold  coin- 
age. As  soon  as  that  AViis  restored  to  its  standard 
Aveight,  the  foreign  exchanges  became  favourable. 

207.  From  Avant  of  a clear  apprehension  of 
the  gi’cat  principle  that  good  and  bad  coin  cannot 
circulate  together,  but  that  the  good  Avill  be  ex- 
ported, Adam  Smith  has  misunderstood  tlie  real 
cause  of  the  drain  experienced  by  the  Bank  of 
England  during  this  period.  He  says,  f Wealth 
of  Nations,  B.  II,,  C,  II.,  OnMetaliic  and  Paper 
Money.) — “ By  issuing  too  great  a quantity  of 
paper,  of  which  the  excess  was  constantly  return- 
ing, in  order  to  be  exchanged  for  gold  and  silver, 
the  Bank  of  England  was,  for  many  years  together, 
obliged  to  coin  gold  to  the  extent  of  betAveen 
£800,000  and  £1,000,000  a year,  or  at  an  average, 
about  £850,000.  For  this  great  coinage,  the 
bank  (in  consequence  of  the  Avoni  and  degraded 
state  into  which  the  gold  coin  had  fallen  a few' 
years  ago)  Avas  frequently  obliged  to  purchase 
gold  bullion  at  the  high  price  of  £4  an  ounce, 
which  it  soon  after  issued  in  coin  at  £3  17s.  lO^d. 
an  ounce,  losing  in  this  manner  betAveen  2J  and  3 
per  cent,  upon  the  coinage  of  so  very  lai-ge  a sum. 
Though  the  bank  therefore  paid  no  seignorage, 
though  the  Government  Avas  properly  at  tlie  ex- 
pense of  the  coinage,  this  liberality  of  Go\'ern- 
inent  did  not  prevent  altogether  the  expense  of 
the  bank. 

“The  Scotch  banks,  inconsequence  of  an  excess 
of  the  same  kind,  Avere  all  obliged  to  emi>loy 
constantly  agents  at  London  to  collect  money  for 
them,  at  an  expense  Avhich  aa'US  seldom  below' 
and  2 per  cent.  This  money  Avas  sent  dOAvn  by 
the  Avagon,  and  iiisure<l  by  the  carriers  at  an 
additional  expense  of  f per  cent.,  or  15s.  in  the 
£100.  Tliese  agents  were  not  ahvays  able  to 
replenish  the  coflers  of  their  employers  so  fast  as 
they  Avere  emptied.  In  this  case  the  resource  of 
the  banks  was  to  draAv  upon  their  correspondents 
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in  London,  bills  of  exchange  to  the  extent  of  the 
sum  which  they  wanted.  When  these  corres- 
pondents aftcrAvards  drcAv  upon  them  for  the 
]tayment  of  this  sum,  together  Avith  the  interest 
and  commission,  stune  of  these  banks,  from  the 
distress  into  Avhicli  their  cxcessiA'e  circulation  had 
tliroAvn  them,  had  siiunetimes  no  other  moans  of 
satisfying  this  draught,  but  by  draAving  a second 
set  of  bills,  either  upon  the  same  or  upon  some 
other  correspondents  in  Loudon,  aud  the  same 
Slim,  or  rather  bills  for  the  .same  sum,  would  in 
this  manner  make  sometimes  more  than  two  or 
three  journeys;  the  debtor  bank  paying  always 
the  interest  aud  commission  upon  the  Avhole 
accumulated  sum.  Even  these  Scotch  banks, 
Avhich  never  distinguished  themselves  by  their 
extreme  imprudence,  were  sometimes  obliged  to 
employ  this  ruinous  resource. 

“ The  gold  coin  which  Avas  paid  out  either  by 
the  Bank  of  England,  or  by  the  Scotch  banks,  in 
exchange  for  that  part  of  their  paper  Avhich  Avas 
over  and  above  what  could  be  employed  in  the 
circulation  of  the  country,  being  likewise  over 
and  aboA-e  Avhat  could  be  employed  in  that  circu- 
lation, AA^as  sometimes  sent  abroad  in  the  shape  of 
coin,  sometimes  melted  doAvn  and  sold  to  the 
Bank  of  England  at  the  high  price  of  £4  an  ounce. 
It  was  the  newest,  the  heaviest,  and  the  best 
pieces  only,  which  were  carefully  picked  out  of 
the  Avhole  coin,  and  either  sent  abroad,  or  melted 
doAvn  at  home.  And  Avhile  they  remained  in  the 
shape  of  coin,  these  heavy  pieces  were  of  no  more 
value  than  the  light ; but  they  AA'ereof  more  value 
abroad,  or  when  melted  down  into  bullion,  at 
home.  The  Bank  of  England,  notAvithstamling 
their  great  annual  coinage,  found  to  their  astonish- 
ment, that  there  >vas  every  year  the  same  scarcity 
of  coin  as  there  had  been  the  year  before;  and 
that  iiotAvithstanding  the  great  quantity  of  good 
and  ncAv  coin  Avhich  w'as  every  year  issued  from 
the  bank,  the  state  of  the  coin  instead  of  groAviug 
better  aud  better,  became  eA’cry  year  Avorse  aud 
Avorse.  E\'ery  year  they  found  theniseh'es  under 
the  necessity  of  coining  nearly  the  same  quantity 
of  gold  as  they  had  coined  the  year  before,  aud 
from  the  continual  rise  in  the  price  of  gold  bullion, 
in  consequence  of  the  continual  w'earing  and 
clipping  of  the  coin,  the  expense  of  tliis  great 
annual  coinage  became  every  year  greater  aud 
greater.  The  Bank  of  England,  it  is  to  be 
obsei'A'ed,  by  supplying  its  oavii  coflers  Avith  coin, 
is  indirectly  obliged  to  supply  the  Avhole  king- 
dom, into  Avhich  Coin  is  continually  floAving  from 
these  coffers  in  a great  variety  of  Avays.  What- 
ever coiu  therefore  Avas  Avanted  to  support  this 
excessive  circulation  both  of  Scotch  and  Englisli 
paper  money,  whatever  A’acuities  this  excessive 
circulation  occasioned  in  the  necessary  coiu  of 
the  kingdom,  the  Bank  of  England  was  obliged  to 
supply  them.  The  Scotch  banks,  no  doubt,  paid  all 
of  them  very  dearly  for  their  own  imprudence  ami 
inattention.  But  the  Bank  of  England  paid  very 
dearly,  not  only  for  its  oavii  imprudence,  but  for 
the  mucli  gi*eater  imju'udence  of  almost  all  the 
Scotch  bauk.s.  ” 

208.  Whatever  may  have  been  the  case  with 
the  Scotch  banks  at  this  period,  Adam  Smith  has 
most  clearly  misunderstood  the  phenoinena 
respecting  the  Bank  of  England.  There  is  no 
ground  whatever  gB'eu  for  the  assertion  that  he 
commences  with,  that  the  bank  issued  too  great 
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nn  excess  of  paper.  AVhatever  quantity  of  paper 
ii  issued,  much  or  little,  it  must  have  been  con- 
stantly returning  upon  it  for  payment  in  gold, 
during  sucli  a state  of  the  coinage.  AVhen  men 
Could  pay  in  delicient  coin  at  its  full  nominal 
A'alue,  anil  obtain  notes  from  it  payable  on  demand 
ill  full  weighted  Coin,  whichmight  be  immediately 
melted  down  ami  resold  to  it  at  the  rate  of  £4 
per  ounce,  the  simplest  know  ledge  of  economic 
science  would  shew  that  it  must  have  suffered  a 
constant  drain  of  gold,  which  must  have  gone  on 
constantly  increasing,  nntil  it  would  certain- 
ly in  the  end  have  caused  the  bank  to  stop 
]>ayment.  The  lonegr  continued  the  efforts  of  the 
bank  wx*ro  to  supply  gold  coin,  the  more  surely 
was  it  bringing  ou  its  own  ruin.  The  true 
explanation  of  the  phenomena  described  by  Adam 
Smitii  is  to  be  found  not  in  hypothetical  excessive 
issues  of  paper  by  the  bank,  but  in  the  state  of 
the  gold  coinage. 

'iOD.  In  1780,  all  Acts  dating  from  Henry 
VIII.  htrbidding  the  carrying  of  the  gold  and 
silver  coin  into  Ireland,  were  repealed. 

*210.  Although  the  gold  coinage  had  been 
amended,  the  silver  still  continued  in  a very  bad 
state.  In  1787,  a new'  issue  w'as  begun,  but  sus- 
j)endcd  after  about  £80,000  had  been  ctuued.  At 
this  time  the  sixpences  w'cre  deticient  by  about 
oiie-tiiird;  tlie  shillings  by  about  one-f*mrth  ; the 
half-crowns  by  about  one-eighth  ; and  crowns  less 
so,  and  great  quantities  of  counterfeit  copper  Avere 
in  circulation.  This  continued  to  get  Avorse,  and 
in  1796,  a ucat  copper  coinage  became  neces- 
sary. lu  the  following  year  the  Government 
contracted  Avith  the  celebrated  firm  of  Doulton 
and  Watt,  at  Soho,  near  Birmingham,  to  coin  500 
tons  of  coj)per  pennies,  each  coin  to  weigh  an 
ounce.  Many  specimens  of  this  coinage  are  still 
in  circulation. 

*211.  In  1797,  there  being  a great  deficiency 
of  silver  money,  Spanish  dollai’s  Avere  issued  Avith 
a small  stamp  on  them,  but  having  been  wTongly 
rated,  gi'eat  quantities  were  imported  and  stamped 
surreptitiously.  The  bank  then  called  them  ail 
in,  and  was  obliged  to  pay  the  forged  as  well  as 
the  true  ones.  In  1798,  large  quantities  of  light 
gold  being  in  circulation,  the  bank  repeated  their 
advice  by  public  advertisement,  that  the  public 
shuuld  w eigh  each  coin  presented  to  them,  as  none 
but  money  of  full  Aveiglit  could  be  received  at  the 
bank. 

‘21*2.  On  the  10th  of  February,  1798,  a com- 
mittee of  the  Privy  Council  Avas  appointed  to 
take  into  consideration  the  state  of  the  coinage, 
and  the  constitution  of  the  Mint,  and  to  report  to 
the  Ivingsuch  iminwementsiueachas  tliey  might 
think  desirable.  This  committee  referred  it  to  Mr. 
Henry  Cavendish,  and  Mr.  Hatchett,  to  examine 
A\hether  coin  made  of  soft  and  ductile  gold,  or 
of  gold  as  hard  as  is  compatible  with  the  purposes 
of  coinage,  suffers  the  most  by  Avear,  and  also 
whether  coin  of  a fiat,  smooth,  and  broad  suiface, 
A\  ears  less  than  coin  Avhich  has  i)rotuberaut  parts, 
raised  aboA'e  the  gi'ound  of  the  pieces. 

•213.  A detailed  account  of  the  experiments 
instituted  to  settle  these  questions  is  given  in  the 
Fhilosophwal  Transactions  for  1803.  The  experi- 
ments were  begun  in  the  latter  end  of  1798,  and 
completed  in  April,  1801.  Various  alloys  of  gold 
were  tried — with  arsenic,  antimony,  zinc,  cobalt, 
nickel,  imiugaiiese,  bisiniitli,  lead,  tin,  iron,  emery, 
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copper,  and  siU’er.  The  result  shewed  thatsih'er 
and  copper  ^vcrc  the  only  alloys  fit  to  form  gold 
coin.  AH  tlie  others  injured  the  ductility  of 
the  metal.  I'lie  efieets  of  various  alloys  on  the 
spccilic  gra\  ity  of  gold  were  very  remarkable. 
The  (piantity  of  gold  being  taken  at  18  dwts. 
10  grs.,  witi'  1 dwt.  14  grs.  of  various  alloys, 
made  the  sp*-cific  gravity  of  the  conqiound  Aury 
from  19.277  to  16.627.  Experiments  Avere  also 
made  to  asci  rtain  Avhich  alloy  was  the  best,  and 
it  was  fully  proA'ed  that  the  alloy  of  one-twelfth 
of  copper  A\as  the  best.  The  Avear  also  Avas 
greater  upon  raised  or  embossed  surfaces  than 
upon  fiat  and  plain  ones. 

214.  The  Treatise  on  the  Coins  of  the  Realm^ 
wliich  Lord  Liverpool  afterwards  jmblished  in  a 
separate  form  as  a letter  to  the  King,  was  intended 
to  be  oftcred  to  this  committee  as  a draft  report. 

In  this  letter,  Lord  Liverpool,  after  stating  the 
deficient  coinlitiou  of  the  gold  money  in  1774,  and 
its  rceoinagr,  says  that  the  difiiculty  attending 
the  improvement  of  the  silver  coin  w'as,  that  the 
two  metals  Avere  estimated  at  a diti'erent  value  at 
the  jMiut  than  they  w ere  generally  sold  for  in  the 
market.  That  so  long  as  this  continued,  only 
that  metal  w liich  is  estimated  at  the  lowest  A'alue 
with  reference  to  the  other  Avould  be  brought  to 
the  Mint  to  be  coined.  A constant  traffic  in  the 
coins  would  go  ou,  greatly  to  the  loss  of  the  public, 
in  consequence  of  every  one  being  allowed  to 
bring  any  quantity  of  each  metal  to  the  Mint  to 
be  coined  free  of  expense.  * 

215.  Lord  Liverpool  then  enforces  the  doc- 
trine of  Sir  AVilliam  Petty,  Locke,  Harris,  and 
other  emiiieiit  writers,  that  the  standard  coinage 
of  the  country  should  be  made  of  one  metal 
only,  and  that  coins  of  this  metal  should  be  legal 
tender  Avithont  limitation.  Subsidiary  coins, 
however,  might  be  made  of  other  metals  for  the 
conv'enience  of  traffic,  but  these  should  belegM 
tender  only  to  a limited  amount.  He  then  gives 
a sketch  of  the  history  of  the  coinage  of  the 
country,  with  the  difiereiit  relatiA'c  values  of  gold 
and  sih'er.  Locke  had  recommended  silver  as 
tlio  legal  standard,  but  Lord  Liverpool  explained 
the  circumstances  Avhich  had  caused  gold  to  be- 
come in  common  usage  the  standard  of  iiaynient 
during  the  preceding  century.  He  says,  that 
since  1717  to  the  end  of  the  century,  no  more  than 
£584,764  17s.  5jd,  in  talc  of  silver  had  been 
coined,  and  from  1760  to  1800,  a period  of  40 
years,  not  more  than  £63,983  15s.  5d. 

216.  He  recommended  that  gold  should  be 
made  the  standard  metal  of  coinage,  w ith  silver 
and  copper  as  subsidiary  ones.  That  the  gold 
coinage  should  be  legal  tender  to  an  unlimited 
amount,  and  silver  only  for  all  sums  below  the 
gold  unit.  Similarly  copper  should  be  legal  ten- 
der fur  sums  only  below  the  silver  unit.  The 
charge  of  w'orkmanship  should  be  taken  out  of  the 
inferior  coins,  because  they  would  pass  in  pay- 
ment at  their  nominal  rate,  or  value,  provided 
their  A’alue  \ i metal  and  workmanship  w'as  equal 
to  such  nominal  value.  By  taking  the  charge  of 
workmaushi|i  out  of  these  silver  coins  they  Avould 
be  retained  in  the  country  for  the  purposes  of  in- 
ternal traffic,  for  no  foreign  mereliant  wotild  take 
his  balance  in  such  coins  in  pa^'raent  of  any  sum 
greater  tiian  they  Avere  made  legal  tender  fur,  as 
their  value  in  foreign  countries  would  be  less  than 
their  nominal  value.  There  could  be  no  conflict 
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between  coins  made  of  different  metals,  nor  W'ould 
tliey  be  melted  duw  n for  the  purpose  of  being  con- 
verted into  jilate,  as  had  ih‘(|uently  liappeiied 
during  (he  course  of  the  last  century,  w’heiiever 
the  price  of  eitlier  gold  or  silver  bullion  in  the 
market  rose  above  the  Mint  ]»rice. 

217.  This  we  may  obserA’o  would  be  true  only 
as  long  as  tlie  ditVerence  in  the  market  A'alnes  of 
the  two  metals  did  not  become  greater  than  the 
sum  charged  for  the  workmanship  of  the  sil\'er 
Coinage.  If,  for  instance,  the  value  of  gold,  as 
metal,  w'orc  to  fall  in  comjiarison  to  that  of  silver, 
to  an  extent  greater  than  6 per  cent.,  which  is  as 
nearly  as  possilile  the  difference  between  the  mar- 
ket value  of  the  silver  ami  the  nominal  value  of 
the  silver  coinage,  the  same  phenomena  would 
reappear,  ami  demand  a further  reduction  of  the 
quantity  of  silver  in  the  shilling. 

218.  Lord  Liverpool  then  gives  some  notions 
on  the  i>apCT  currency,  which  we  Inn’e  considered 
under  the  word  CT  urkxcy,  ami  man}'  other  most 
A'aliialtle  and  interesting  details  relating  to  the 
coinage. 

By  experiments,  it  was  found  that  the  depreda- 
tion of  the  coinage  by  wear  ami  tear  had  consider- 
ably increased  since  1787.  The  deficiency  in  the 
crown  pieces  now'  amounted  to  about  3J  per  cent. ; 
in  the  half-crowns  to  about  11  per  cent.;  in  the 
shillings  to  about  30  per  cent.;  and  in  the  six- 
jiences  to  about  4*2  per  cent.  Acts  were  passed, 
statutes  1 798,  c.  59  and  1 799,  c.  75,  to  prohibit  the 
iniftortalion  of  light  silver  coin  of  the  realm. 
The  hank  again  found  it  necessary  to  caution  the 
]mblic  against  light  gold,  and  to  weigh  all  that 
Avas  offered  in  payment,  in  consequence  of  the  de- 
preciated state  of  the  coinage. 

The  Bank  of  England  ha<l  issued  Spanish  dol- 
lars stamped  with  a small  king\s  head,  at  some- 
Avliat  abov'e  their  market  value,  in  cousequeuce  of 
Avhich  numbers  Avere  imported,  and  the  stamp 
counterfeited.  In  1804,  they  tried  another  device,  ' 
but  this  was  easily  forged,  and  they  attempted  to 
withdraw  these  dollars  from  circulation,  but  great 
difficulty  arose  from  the  clerks  not  being  able  to 
distinguish  the  true  from  the  false.  Nay,  even 
the  clerks  at  the  Mint  and  the  bank  ditlVred  in 
their  opinion  as  to  Avhich  were  forged  ami  w hich 
A\'ere  genuine.  A new  issue  was  made,  stamped 
at  Ml*.  Boulton’s  mint.  i 

219.  In  1809  and  1810,  the  gigantic  commer- 
cial speculations  wliicli  were  set  afloat,  and  greatly 
fostered  by  the  extravagant  issues  of  the  Bank  of 
P^ngland  and  the  country  banks,  produced  that 
sudden  rise  in  the  market,  or  paper,  price  of  gold, 
and  the  disappearance  of  guineas,  Avhich  gave  rise  , 
to  the  a])poiutment  of  the  Bullion  Committee,  and  ' 
the  famous  rejiort  which  produced  such  interesting  j 
discussions  in  1811.  A full  analysis  of  the  report  I 
is  given  under  Boi.lton  Report. 

220.  Few  men  of  common  sense  can  read  these 
debates,  and  think  upon  the  vote  of  the  House  of 
Commons  now  without  shame.  To  the  best  of  our 
belief  it  stands  unique  in  the  annals  of  legislative 
folly.  Other  legislatures  have  made  severe  laws 
ami  enacted  cruel  i)unislimcnfs  against  those  who 
made  a diflerence  between  paper  and  gold,  but 
not  one  that  we  are  aware  of,  ever  came  to  the 
solemn  resolution  that  a £1  note  and  one  shilling 
were  tlie  same  thing  as  a £1  note  and  seven 
shillings. 

221.  On  the  6th  of  May,  1811,  Mr.  Horner 
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opened  the  di*bate  on  the  Bullion  Report,  in  a 
speech  which  raised  him  to  the  greatest  eminence 
in  public  estimation.  It  abounded  in  valuable 
I details,  thougli  not  free  from  some  errors.  He 
, concluded  by  moA’ing  the  fdlowing  resolutions: — 

1.  “ That  the  only  money  which  can  be  legally 
tendered  in  Great  Britain,  for  any  sum  above  12 

j pence  in  the  Avhole,  is  made  either  of  gold  or 
sih'er;  and  that  the  weight,  standard,  or  denom- 
ination, at  which  any  such  money  is  authorized  to 
pass  current,  is  fixed  under  His  Majesty's  prero- 
gative, according  to  law. 

2.  “ That  since  the  43rd  year  of  the  reign  of 
Queen  Elizabeth,  the  Indentures  of  His  Majesty’s 
Mint  IiaA'c  uniformly  directed  that  all  silver  used 
for  coin  should  consist  of  lloz.  2 dwts.  of  fine 

I silver,  and  18  dwts.  of  alloy  in  each  pound  trov  ; 

! and  that  the  said  pound  troy  should  be  divided 
I into  62  shillings,  or  into  other  coins  in  that  pro- 
i portion. 

3.  “That  since  the  15th  year  of  the  reign  of 
King  Charles  the  Second,  the  Indentures  of  Ilis 
Majesty’s  Mint  ha\-e  uniformly  directed  that  ail 
gold  used  for  coin  should  consist  of  11  oz,  of  pure 
gold,  and  1 oz.  of  alloy  in  each  pound  troy ; and 
that  the  said  pound  troy  should  be  divided  ami 
coined  into  44  guineas  and  one  half  guinea,  or 
into  other  coins  in  that  proportion. 

4.  “ That  by  a proclamation  of  the  4th  year 
of  the  reign  of  King  George  the  First,  it  'was 
ordered  and  directed,  that  guineas  and  the  several 
other  gold  coins  therein  named,  should  be  current 
at  the  rates  and  values  then  set  upon  thrm  ; viz., 
the  guinea  at  the  rate  of  21  shillings,  and  other 
gold  coins  in  the  same  proportion;  tiiereby 
establishing,  that  the  gold  and  silver  coins  of  the 
realm  should  be  a legal  tender  in  all  moiiev  pay- 
ments, and  a standard  measure  for  asceifaiuing 
the  value  of  all  contracts  for  the  payment  ol* 
money,  in  the  relative  porportion  of  1 5 pounds 

weight  ot  sterling  sih’er  to  one  pound  of  sterling 
gold. 

5.  “ That  by  a statute  of  the  14th  year  of  the 
reign  of  Ills  present  Majesty,  subsequently  revived, 
and  made  perpetual  by'a  statute  of  the  39th  ^’ear  of 
his  reign,  it  is  enacted,  that  no  tender  of  payment 
ill  money  made  in  the  silver  coin  of  this  realm  of 
any  sum  exceeding  the  sum  of  £25,  at  any  one 
time,  shall  be  reputed  in  jaw,  or  allowed  to  be 
legal  tender  within  Great  Britain  or  Ireland,  for 
more  than  according  to  its  value  by  weight,  after 
the  rate  of  5s.  *2d.  for  each  ounce  of  silver. 

6.  “That  by  a proclamation  of  the  16th  voar 
of  the  reign  of  his  pre.sent  Majesty,  coufirmed  bv 
several  subsequent  proclamations,  it  was  ordered 
aud  directed  that  if  the  weight  of  any  guinea  shall 
be  less  than  5 dwts.  8 grs.,  such  guinea  shall  ceiise 
to  be  a legal  tender  for  the  payment  of  any  money 
within  Great  Britain  or  Ireiaml,  and  so  in  the 
same  proportion  for  any  other  gold  coin. 

7 “That  under  these  laws  (v  liicli  constitute 
the  established  policy  of  this  realm  in  regard  to 
money,)  no  contract  or  undertaking  for  the  pav- 
meat  of  money  stipulated  to  be  paid  in  itouu'ds 
sterling,  or  iu  good  and  lawful  money  of  Great 
Britain,  cau  be  legally  satisfleil  and  ilischarged  iu 
gold  coin,  unless  tlie  coin  tendered  shall  weigh  in 
the  proportion  of  20-21  ]»nrts  of  5 dwts.  8 grs. 
standard  gold  for  eacli  pound  sterling  .'Specified  in 
the  said  contract ; nor  in  silver  coin,  fi-r  a sum  ex- 
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ceedlng  <£-25,  unless  such  coin  shall  weigh  in  the 
proportiini  »jf  20-G2  of  a ]>oiind  troy  of  standard 
silver,  for  each  pound  sterling  specified  in  the 
contract. 

8.  “ That  the  promissory  notes  of  the  Bank  of 
England  are  stipulations  to  pay,  on  demand,  tin? 
sum  in  pounds  sterling  respectively  specified  in 
each  of  the  said  notes. 

9.  “ Tliat  when  it  was  enacted  by  the  anthority 
of  Parliament,  that  the  payment  of  the  promissory 
notes  of  the  Bank  of  England  in  cash,  should,  for 
a time,  be  suspended,  it  was  not  the  intention  of 
Parliament  that  any  alteration  whatsoever  should 
take  place  in  the  value  of  such  proiuisstiry  notes. 

10.  “That  it  appears  that  the  actual  value  of 
the  promissory  notes  of  the  Bank  of  England 
(measuring  such  value  by  weight  of  standard  gold 
and  silver  as  aforesaid)  has  been  for  a considerable 
period  of  time,  and  still  is,  considerably  less  than 
what  is  established  by  the  laws  of  the  realm  to  be 
tlic  legal  tender  in  payment  of  any  money  contract 
or  stipulation. 

11.  “That  the  fall  which  has  thus  taken  place 
in  the  value  of  the  promissory  notes  of  the  Bank 
of  England,  and  in  that  of  the  country  bank  paper, 
which  is  exchangeable  for  it,  has  been  occasioned 
by  too  abundant  issue  of  paper  cuiTcncy,  both  by 
the  Bank  of  England  and  by  the  country  banks  ; 
and  that  this  excess  has  originated  from  the  want 
of  that  check  and  control  on  the  issues  of  the 
Bank  of  England,  which  existed  before  the  sus- 
pension of  cash  payments. 

12.  “That  it  appears  that  the  exchanges  with 
foreign  parts  have,  for  a considerable  period  of 
time,  been  unfavourable  to  this  country  in  an  ex- 
traordinary degree. 

1 3.  “ That,  although  the  adverse  circumstances 
of  our  trade,  togetlier  with  the  large  amount  of 
our  military  expenditure  abroad,  may  have  con- 
tributed to  render  our  exchanges  with  the  conti- 
nent of  Europe  unfavourable,  yet  the  extraordinary 
degree  in  which  the  exchanges  have  been  depressed 
for  so  long  a period,  lias  been,  in  a great  measure, 
occasioned  by  tlie  depreciation  which  has  taken 
place  in  the  relative  value  of  the  currency  of  this 
country,  as  compared  with  the  money  of  foreign 
countric.s. 

14.  “That  during  the  continuance  of  the  sus- 
pension of  cash  payments,  it  is  the  duty  of  the 
Directors  of  the  Bank  of  England  to  advert  to 
the  state  of  the  foreign  exchanges,  as  well  as  to 
the  price  of  bullion,  with  a view  to  regulate  the 
amount  of  their  issues. 

15.  “ That  the  only  certain  and  adequate  secu- 
rity to  be  provided  against  an  excess  of  paper 
currency,  and  for  maintaining  the  relative  value 
of  the  circulating  medium  of  the  realm,  is  the  legal 
convertibility  on  demand  of  all  paper  currency 
into  lawful  coin  of  the  realm. 

16.  “ That  in  order  to  revert  gradually  to  this 
security,  and  to  enforce  meamvhile  a due  limita- 
tion of  the  paper  of  the  Bank  of  England,  as  >vell 
as  of  all  the  other  bank  paper  of  the  counti'y,  it 
is  expedient  to  amend  the  Act  which  suspends  the 
cash  payments  of  the  bank,  by  altering  the  time 
till  which  the  suspension  shall  continue,  from  six 
months  after  the  ratification  of  a definitive  treaty 
of  peace,  to  that  of  two  years  from  the  present 
time.” 

222.  One  would  imagine  that  the  first  15  of 
these  resolutions  are  so  perfectly  conforinable  to 


the  facts,  which  were  patent  to  all  the  world,  that 
it  wouhl  \vdVi  been  impossible  to  controvert  them. 
It  may,  therefore,  excite  our  curiosity  to  know 
what  were  the  arguments  alleged  against  them. 
It  was  this,  that  there  never  was  any  standard 
legal  weight  of  the  coinage  at  all!  Mr.  Vaii- 
sittart  said  {Jlanit : ParL  Deh.  Vol.  XIX.  p.  924- 
5) — “Wean- told  that  our  standard  is  changed 
or  lost,  and  ti  iumphantly  asked,  W'here  shall  wo 
now  find  it  ? One  should  suppose  the  standard 
was  something  visible  and  tangible,  which  had 
been  accidentally  mislaid,  and  that  we  ought  to 
offer  a reward  for  bringing  it  back  again.  But 
I affirm  that  a standard,  in  the  sense  used  by 
these  gentlemen,  namely,  a fixed  and  invariable 
weight  of  the  precious  metals,  as  a measure  of  value, 
never  existed  m this  country.*'  The  mode  in  which 
he  proved  this  astounding  assertion  was,  that  a 
debt  of  £25  might  be  legally  paid  in  crowns,  half- 
crOAvns,  shillings  or  sixpences,  each  species  of 
coin  being  of  a different  degree  of  deterioration, 
and  therefore  the  quantity  of  each  necessary  to 
discharge  the  debt  being  of  different  weights. 
And  which  of  these,  he  asked,  was  the  true  stan- 
dard ? He  said  that  he  did  not  conceive  him- 
self “ bound  cither  to  admit  or  to  deny  that  bank 
notes  have  lost  a value  which  they  never  possessed, 
and  which  the  legal  coin  of  the  country  never 
possessed,  namely,  a value  estimated  by  a fixed 
weight  of  gold  or  silver  bullion.  They  never  had 
aiiv  other  than  a cun*ent  value  founded  on  tlie 
public  confidence  in  the  bank,  and  this  value,  I 
firmly  believe,  they  possess  as  much  as  ever.” 
Mr.  llonier’s  first  resolution  was  negatived  by  a 
majority  of  151  to  75  ; the  14  following  ones  were 
negatived  without  a division,  and  the  last  was 
rejected  by  180  to  45. 

223.  The  government,  if  they  had  been  wise, 
would  have  been  satisfied  with  their  triumph. 
But  not  cout'*nt  with  that  they  moved  a series  of 
counter  resolutions.  But  as  the  voice  of  every 
competent  judge  since  that  time  has  condemned 
them,  and  Fa  rl  lament  itself  a very  few  years  after- 
wards reversed  them,  we  need  not  encumber  our 
pages  with  them.  The  third  only  may  be  quoted. 
— “ That  the  promissory  notes  of  the  said  company 
{i.e.  the  banl  ) have  hitherto  been,  and  are  at  this 
time,  held  in  public  estimation  to  be  equivalent 
to  the  legal  coin  of  the  realm,  and  generally  ac- 
cei>ted  as  such  in  all  pecuniary  transactions  to 
which  such  coin  is  legally  applicable.” 

224.  Mr.  Canning  poured  forth  upon  this 
resolution  all  the  powers  of  his  sarcasm  and  wit. 
!Many  members  had  shown  that  it  was  a notorious 
falsehood  that  bank  notes  and  guineas  were  equal 
in  public  estimation.  From  their  own  knowledge 
they  stated  that  a £1  bank  note,  and  from  5«.  to 
7s.  in  silver,  were  given  for  a guinea,  and  that 
there  were  two  prices  for  things,  according  as  they 
were  paid  for  in  guineas  or  bank  notes.  He 
shewed  that  such  a resolution  was  as  futile  as  the 
dogma  of  the  Inquisition  against  the  discoveries 
of  Galileo.  He  said  that  those  reverend  fathers, 
indeed,  had  the  advantage  of  being  able  to  call 
in  the  aid  of  the  seculai*  arm  to  enforce  the 
acceptance  of  their  doctrines,  and  he  feared 
that  the  adv^ocates  of  that  resolution  had  some 
thonghts  of  employing  siinilai*  means  of  prose- 
lytism.  There  was  something  ominous  iu  that 
mixture  of  law  and  opinion  that  pervaded  the  re- 
solution. 1 he  business  of  the  law  was  with  cou- 
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duct;  but  wlien  it  was  put  forward  to  influence 
opinion,  pains  and  penalties  w*ere  not  far  behind. 
Some  convictions  liad  recently  taken  place  under 
a law  passed  in  a period  of  monetary  convulsion, 
in  the  reign  of  Edward  VI.,  when  the  coin  had 
been  debased  upwards  of  200  per  cent,  in  the 
space  of  three  years,  and  when,  consequently, 
inerdiants  and  traders  had  increased  the  prices  of 
all  their  commodities  in  a similar  proportion.  To 
counteract  this,  laws  were  passed  regulating  the 
prices  of  all  things,  and  inflicting  penalties  on 
those  who  should  exchange  any  coined  gold,  or 
silver,  at  a greater  value  than  the  king's  procla- 
mation had  ordered  it  to  be  current  for.  Such 
was  the  law  now  brought  forwai-d  for  use  at  tlie 
present  time.  Bad,  how'ever,  as  it  was,  it  w'as 
not  so  absurd  as  to  declare  tlie  state  of  public 
oi>inion.  To  find  the  most  approved  method  of 
ajiplying  the  operation  of  law  to  tlie  reformation 
of  speculative  opinion,  we  must  descend  a few 
years  later,  from  the  reign  of  Edward  tiie  XL,  to 
that  of  Mary. 

225.  Even  in  such  times,  how'cvcr,  there  were 
some  shrew'der  spirits,  who  saw  the  errors  into 
whieli  the  English  government  was  running,  and 
determined  to  guard  against  their  effects  in  their 
own  case.  In  1529,  Gavin  Dunbar,  Bisliop  of 
Aberdeen,  in  a contract  w'ith  AViliiam  Sutherland, 
of  Duffus,  stipulated  tliat  if  it  should  happen  that 
the  money  of  Scotland,  or  of  any  other  kingdom 
which  passes  in  Scotland,  be  raised  to  a higher 
price  tlian  it  is  now'  taken  in  payment  for,  wdiercby 
the  reverend  father,  his  heirs  or  assigns,  be  made 
potirer  or  iu  worse  condition,  he,  the  said  William 
Sutherland,  should  pay  to  the  possessors  (who- 
ever they  may  be)  of  the  annual  rent  reserved 
therein,  for  every  mark  of  32  pennies,  one  ounce 
of  pure  silver  of  a certain  fineness,  or  else  its 
true  value  in  the  usual  money  of  the  kingdom  of 
Scotland.”  If  the  doctrines  of  the  third  resolu- 
tion were  sanctioned  by  Parliament,  it  required 
no  great  sagacity  to  foresee  that  men  would  ere 
long  seek  to  guard  themselves  against  the  eftect  of 
sucii  a system,  by  resorting  to  contracts  of  a 
similar  nature. 

Notwithstanding  all  the  arguments  against  it, 
the  resolution  was  carried  by  76  to  24,  and  all 
amendments  to  the  government  resolution  were 
negatived.  The  paper  currency  became  still 
more  rapidly  depreciated,  as  may  be  seen  by  the 
table  appended  to  the  article  Clkrenct,  Paper, 
until  the  great  mercantile  catastrophes  of  1815 
and  1816,  when  by  the  destruction  of  many 
country  banks,  and  the  removal  of  their  worthless 
pajier,  the  value  of  the  remainder  was  raised 
almost  *0  par. 

226.  AVe  have  been  led  to  notice  here  what 
some  might  think  perhaps  more  properly  belonged 
to  paper  currency,  because  the  bank  notes  wx*re, 
iu  fact,  during  this  period,  substantially  a portion 
of  the  coinage.  Upon  looking  back  to  that  diu*k 
era,  we  can  now  scarcely  credit  the  palpable 
fallacies  which  deceived  so  many  men.  And  yet 
when  w'c  have  seen  that  the  rise  of  the  market 
price  of  bullion,  and  a fall  of  the  foreign  exchanges 
from  a depreciated  currency,  were  so  w'cll  under- 
stood by  the  merchants  and  statesmen  of  1696-97, 
and  the  Economists  of  the  last  century,  it  may  be 
interesting  to  inquire  what  w'as  the  fallacy  which 
80  long  imposed  upon  men  of  undoubted  ability, 
and  w'ho  held  their  convictions  iu  perfect  good 


faith  ? AA'hat  was  the  cause  of  the  great  degene- 
racy in  sound  doctrine  between  1696  and  1811, 
so  that  it  became  nocessarv  to  argue  tlie  question 
from  Us  very  foundations  ? It  was  this,  that  the 
men  of  1696  could  see  that  the  coinage  did  not 
contain  much  more  than  half  its  proper  w'eight  of 
bullion.  But  the  men  of  1811  failed  to  see  that 
the  bank  note  could  only  preserve  its  value  l)y 
maintaining  a certain  proportion  w ith  the  metallic 
currency.  That  an  excess  of  the  quantity  of  the 
notes  diminished  their  value  relatively  to  gold, 
and  that  this  diminution  in  the  value  of  the 
promise  compared  to  w hat  it  professed  to  repre- 
sent, Avas  exactly  identical  in  principle  with  a 
debasement  of  the  coinage  by  alloy,  or  a depre- 
ciation of  it  from  deficiency  in  w’oight  of  bullion. 
AA'^hen  bank  notes  became  the  measure  of  value, 
it  was  imperatively  neces.sary  that  they  should  be 
able  to  purchase  in  the  market  the  AA'cight  of  bul- 
lion they  professed  to  represent.  AA'hen  bullion 
rose  to  £5  10s.,  when  bought  in  bank  note.s,  they 
were  exactly  in  the  same  predicauient  as  the 
coinage  was  under  AAllliam  III.,  when  it  had  lost 
25  per  cent,  of  its  Avcight.  Guineas  rose  to  30s., 
because  the  silver  coinage  was  deficient  about  30 
per  cent,  in  w'eight.  The  diminution  in  the 
w'eight  of  the  coinage  was  ]>alpable  to  the  senses ; 
the  (liniimition  in  the  value  of  the  “ promise  to 
pay”  was  only  jierceptible  to  the  eye  of  reason  and 
intelligence,  and  long  e.scai»ed  the  observation  of 
men  who  conscientiously  disbelieved  it. 

227.  This,  to  a certain  extent,  might  be  ex- 
cusable. But  what  W'as  utterly  inexcusable,  was 
the  astonishing  assertion  that  there  never  had  been 
iu  the  country  a certain  legal  measure  of  value 
of  a certain  weight  of  bullion.  There  were 
abundance  of  laws  to  disprove  this.  The  doc- 
trine they  maintained  was,  that  it  was  the  stamp 
alone  Avliich  gave  the  money  value,  and  that  the 
quantity  of  bullion  iu  it  Avas  Avholiy  immaterial. 
Consequently  they  drcAV  the  conclusion  that  if  a 
piece  of  paper  had  the  w ord  “ poniul  ” Avritten 
on  it,  it  could  not  be  depreciated.  It  is  .scarcely 
Avorth  while,  hoAvever,  to  argue  more  about  what 
not  one  sane  man  iioav  believes  in. 

228.  Immediately  after  the  cessation  of  the 
Avar,  the  government  took  in  hand  the  great  Avork 
of  a complete  recoinage.  The  great  principle  so 
earnestly  enforced  by  Locke,  of  having  only  one 
metal  as  a standard  measure  of  value,  Avas  at 
length  adopted.  During  the  course  of  the  last 
century,  merchants  had  universally  adopted  the 
custom  of  paying  their  debts  in  gold,  because,  from 
the  misrating  of  the  Mint,  it  w'as  the  cheapest 
medium  of  payment.  All  contracts  had  conse- 
quently come  to  be  considered  as  payable  in  gold, 
and  this  avus  now  adopted  as  the  sole  legal  tender. 
At  the  end  of  the  18th  century  the  relative  value 
of  gold  and  silver  had  undergone  a jierceptiblo 
change  in  the  markets  of  the  Avorld.  Hence,  tho 
valuation  that  had  been  made  ot  the  tAvo  metals 
iu  1717,  no  longer  corresponded  to  the  market 
value  of  the  tAvo  metals,  and  if  a silver  coinage 
had  been  issued  of  the  former  denomination  and 
Aveight,  the  very  same  effects  avouUI  have  folloAved 
Avhich  had  been  so  often  experienced  before.  It 
Avould  immediately  have  disappeared  from  circu- 
lation. In  order  to  guard  against  this,  the  power 
of  private  persons  to  have  silver  coined  Avas  taken 
EAvay,  and  the  pound  weight  of  silver  Avas  ordered 
to  be  cut  into  66  shillings  instead  of  62.  But  of 
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these,  four  nre  kept  back  for  expenses  of  coinnjie, 
and  \)v  way  of  seifriiorafre,  and  only  fl*2  are  issued, 
but  they  are  declared  to  be  ei|ual  to  T3  2s.  in  tale. 
'J'he  result  of  this  i>,  tliat  the  iwesent  shillings 
pass  current  Ibr  rather  more  than  d per  cent, 
above  tlicir  real  value.  In  order  to  ]u*event  any 
injustice  to  iiidivhluals  frean  this  depreciation  of 
the  Coinage,  it  was  enacted  that  no  tender  of  pay- 
ment in  silver  above  40s.  at  any  one  time  should 
be  legal,  eilln'r  by  tale  or  by  weight.  This 
arrangement  of  the  English  coinage  hasthi.s  great 
merit,  that  it  allows  a very  considerable  change 
to  take  place  in  tlio  market  value  of  gold  and 
silver  without  causing  any  disturbance  in  the 
currency.  In  France,  where  silver  is  the  legal 
tender  of  the  state,  gold  ami  silver  are  coined 
according  to  their  relative  market  value,  and  in 
consettuence  of  the  prodigious  supplies  of  gold 
from  Australia  and  Calif(»rnia,  silver  has  nearly 
di>appeared  from  circulation.  Gold  has  almost 
entirely  superseded  silver  in  France,  for  exactly 
the  same  reason  as  it  did  in  England  in  the  reign 
of  AVilliam  III.  and  during  the  Ibth  century, 
miiiiely,  tliat  it  was  overrated  in  comparison  to 
silver.  This  cannot  take  jfiace  in  England  until 
the  ditference  in  their  relative  values  exceeds  the 
artilieial  ditierence  in  the  English  coinage.  The 
amazing  (piantities  of  gold  poured  into  Europe, 
greater  than  had  ever  before  occurred  in  so  short 
a time,  created  great  apprehensions  in  many  ])or- 
goiis  minds  that  gold  was  going  to  undergo  a rapid 
diminution  in  value,  similar  to  what  liad  happened 
in  the  Idtli  century.  If  this  were  the  case,  it 
would  become  necessary  to  consider  wdiat  should 
be  done  with  the  Ilritish  coinage.  It  is  not  likely 
tliat  Parliament  would  ever  sanction  any  altera- 
tion in  the  weiglit  of  the  measure  of  value,  or  in 
other  words,  alter  the  mint  price  of  gold.  If 
sncli  a diminutiMii  in  the  value  of  gold  should 
take  idace,  ot  which  there  does  not  apjiear,  as  far 
as  can  be  conjectured  on  so  doubtful  a point, 
any  very  great  likelihood,  the  probable  plan 
adojited  would  be  to  dimiiii.sh  tlie  weight  of  the 
ghilliiigto  the  70th  ])art  of  the  ]touml. 

220.  The  ];i<t  coinage  of  guineas  took  place  in 
have  seen  that  when  tliey  were  first 
coined,  tluw  were  intended  to  be  erpiivalent  to 
20s.  in  silver,  or  a pound,  and  it  was  owing  to  an 
error  in  tlieir  rating  that  they  passed  for  21s.  On 
the  l.'it  July,  lbl7,  a new  g(»!d  ccun  was  made 
current  by  proclamation  of  the  value  of  20s., 
wliich  was  ordered  to  be  called  a sovereign,  in 


imitation  of  the  C‘un  of  that  natne  by  Henry 
VI J.  It  was  ordered  to  be  of  the  weight  of  5 
dwts,d.274  graiii-i  of  standard  gold.  And  thus 
it  has  become  tlie  British  pound.  When  jiersons 
ask, — What  is  a ])ound?  the  answer  is  very 
siinjtle.  It  is  5 dwts.  ;3  274  giaiiis  of  gold,  22 
carats  fine,  and  2 carats  alloy.  A bank  note 
that  promises  to  pay  so  many  jjounds,  is  a 
promise  to  jtay  so  many  multi])les  of  that  unit, 
ami  noihiiig  else.  Since  this  last  reformation  of 
the  coinage,  iu>  alteration  that  reituires  notice  has 
been  inlrodiieed  except  the  striking  of  2s.  jiieees, 
called  florins,  tit  pave  the  way  for  the  decimal 
division  of  the  currency.  But  a change  of  this 
magiiitiKlc,  enlisting  no  party  jtassions  in  its 
favour,  however  beneficial  it  might  ultimately  be, 
involving  as  it  would  a temporary  derangement  in 
atfairs  of  such  magnitude,  will  nut  be  easily 
eifccied  ill  this  country.  The  utility  of  the  change 


has  been  inu<*h  contested  by  high  mercantile 
authoritie.s ; a-id  what  will  still  more  impeile,  if 
possible,  its  introduction,  is  that  its  supporters  are 
by  no  means  iiuuidmous  in  the  jilans  tliey  recom- 
mend. (Coi>A(iE^  Deci.mao.)  >0  what  between 
strong  opposition  from  opponents,  and  diviiled 
councils  among  its  supporters,  the  adojition  of  this 
change  will  most  jirobably  be  postponed  for  a very 
long  period,  it  ever  adopted  at  all. 

An  historic'tl  account  of  Kiiglinh  money,  from 
the  Coiapiest  to  the  preaent  time.  By  Stephen 
Martin  Leake,  Clarenceux  Iving  of  Anus.  Lou- 
don, 1725,  17  15.  1 

.A  view  of  the  gold  coin  and  coinage  of  ^ 

England,  from  Hennj  III.  to  the  j)resent  time* 

By  T.  Siielliiig.  London,  1763. 

Tables  of  English  silver  and  gold  coins.  By 
Martin  Folkes.  lleprinted  by  the  Society  of 
Antiquaries.  London,  1 763. 

Annals  of  the  Coinage  of  Great  Britain,  and 
its  dependencies.  By  tlic  Kev,  Rogers  Kuding, 

London,  (3rd  edit.)  f840. 

The  silver  coins  of  England.  By  Edward 
Hawkins,  F.R.S.,  &c.  Keeper  of  Antiquities  in 
British  Museum.  Loudon,  1841. 

Qjt  the  Coinage  of  Scotland. 

230.  Gre.it  obscurity  envelops  the  origin  of 
the  Scottish  coinage.  The  latest  writer  on  the 
subject,  Mr.  Lindsay,  states  that  he  is  in  possess- 
ion of  three  '‘oins  found  about  the  year  1842,  in 
Ireland,  whi<  h he  thinks  are  in  all  probability  to 
be  attributed  to  Somerled,  the  famous  king  of  the 
Western  Islands,  contemporary  AvitliEthelred  II. 

231.  No  coin  had  hitherto  been  certainly 
known  to  exist  of  any  prince  on  the  mainland 

before  William  the  Lion,  but  the  last  mentioned  * 

writer  says  that  there  is  one  now  existing,  which 
may  W'ith  confidence  be  referred  to  iVIalcolm  111., 

(1056).  He  has  also  appropriated  several  to 
Alexander  I.,  (1107) ; and  lie  says  that  several 
specimens  of  those  of  David  I.  (H24,)  exist, 
weighing  from  20  to  23  grs.  It  is  doubtful 
whether  any  of  Malcolm  IV.  (1 153,)  exist.  Some 
of  William  the  Lion  were  known  to  exist  pre- 
viously, but  in  1780,  a workman  digging  a 
foundation  to  enlarge  the  church  of  Dyke,  near 
Inverness,  came  upon  a very  large  quantity  of 
them.  With  the  assistance  of  his  wife  he  managed 
to  secure  tlie  whole  of  them,  and  si^on  became  a 
considerable  farmer.  Great  numbers  of  the  coins 
were  melted  by  the  silversmiths,  but  consider- 
able mauber.'^  Avere  rescued.  They  weigh  from  21 
to  23  grs. 

232.  There  is  nothing  of  an  economical  interest 
to  detain  us  in  regard  to  the  coinage  of  Alexander 
IL,  (1214,)  or  Alexander  111.,  (1240,)  or  Baliol, 

(I2b2.)  Although  numismatists  have  been  some- 
Avhat  iierplexed  to  arrange  them,  they  all  main- 
tained the  proper  standard  of  aa  eight  and  fineness. 

EdAvard  L,  in  1300,  Avas  the  first  to  set  the  bad 
exanqtle  of  diniinisliing  thcAA'eight  of  the  English 
coinage,  and  Bobert  Bruce  folloAved  it  in  Scotland. 

How  mucii  he  diminished  them  is  not  certain,  as 
specimens  of  ditferent  AAeiglits  exist.  They  Avere 
noAV  about  21  to  19  grs.  He  al.<o  coined  half- 
pennies and  birtliings-  The  ]»ouinl  tale  thus  began 
to  vary  from  the  pound  Aveight.  He  coined  252 
pennies  out  of  the  ])ound  Aveight.  David  IL 
(1329,)  still  further  reduced  tlie  Aveight  of  the 

coins.  He  coiued  pennies,  half-pennies  and  for-  1 
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things.  He  also  introduced  groats,  and  half-groats 
in  imitation  of  the  English  Coinage.  The  groats 
weighed  72  grs.  In  1366,  the  immey  Ava.s  ordered 
to  be  of  the  weight  and  fineness  of  English  money, 
Avhicli  made  25s.  to  the  ]iomul  Aveight.  In  13(17, 
Iiowever,  the  standard  Avas  reduced  to  20s,  4d. 
tlie  pound  \A*eight,  Avhich  made  the  groat  61  grs. 
He  also  coined  gold  jiiece.s  in  imitation  of  the 
nobles  which  Avere  recently  introduced  into 
England. 

233.  Robert  IT.  (1371,)  at  first  continued  the 
coinage  at  the  same  weight  as  he  found  it.  But 
it  Avas  soon  depreciated.  In  1373,  the  Commons 
of  England  petitioned  that  the  four-pence  Scotch 
siiould  go  for  uo  more  than  three-pence  English. 
In  1382,  it  was  so  depreciated  that  the  English 
Statute  of  that  year  ordered  tliat  all  Scotch  and 
foreign  money  should  only  pass  as  bullion. 

In  1385,  it  was  ordered  that  the  noble  of  gold 
should  be  current  for  7s.  Sd. ; the  scutum  or  ecu 
of  France  for  47<l. ; the  franc  for  42d.;  the  ecu 
of  Flanders  for  47  ^d. ; and  the  moutou  of  France 
for  50d. 

234.  Robert  III.  (1390,)  caused  an  important 
Act  to  be  passed  regarding  the  coinage.  In  1393, 
it  Avas  enacted  that  the  money  of  gold  and  silver 
should  be  coined  by  Bouadiius,  of  Florence. 
That  out  of  6 ounces  of  ]mre  silver,  troy,  21 
shilling.s  should  be  made.  This  aa'os  the  first  Act 
ordering  a gold  coinage.  It  ordered  that  a lion., 
or  St,  Andrew,  shouUl  be  coined  to  be  current  at 
5s.  The  noble  of  good  gold  and  good  Aveight  wa-s 
to  be  current  at  9s.  6d. ; and  the  Flemish  noble  at 
9s.  6<1.,  and  no  other  nobles  to  be  current.  The 
scutum  was  reduced  to  4s.  The  Aveight  of  the 
St.  AudrcAA's  AA'us  about  60  grs. 

235.  The  Scotch  money  had  now  become 
greath'  more  degraded  than  the  English.  The 
groats  of  Robert  III.  seldom  exceed  45  gi*s.  and 
are  often  less  than  40,  Avhile  those  of  England 
Avere  still  72.  In  consequence  of  this  the  Scotch 
money  Avas  reduced  to  half  its  nominal  value  in 
England. 

236.  During  the  captivity  of  James  T.  (1406- 
1424)  the  coinage  Avas  still  further  diminished, 
tlie  groat  now  Aveighed  only  from  30  to  36  grs. 
In  1424,  Parliament  desired  the  King  to  mend  his 
money,  Avheii  he  thought  tit,  and  to  strike  it  of 
the  same  Aveight  and  fineness  as  that  of  England. 
Of  course  this  aa'us  never  done.  About  38  lbs. 
weight  of  gold  Avas  coined. 

237.  In  the  reign  of  Janies  IL  (1438,)  there 
Avas  great  confusion  of  the  coinage.  Not  only  the 
Aveights  of  the  coin  AA’ere  altered,  but  their  de- 
iiomiiiations.  In  i451.  an  Act  directed  a ncAv 
coinage  to  be  struck  equal  in  AA'cight  to  that  of 
England,  at  the  rate  of  eight  groats  to  the  ounce. 
Each  ncAV  groat  should  pass  for  eight-pence,  Avitli 
half-groats,  pennies,  half-pennies,  and  farthings, 
in  proportion.  The  English  groat  avus  to  pass  at 
a similar  value.  The  gold  lions  AA^ere  to  be  of  the 
same  weight  as  the  half-nobles,  and  pass  for 
6s.  8d.  In  1456,  the  ugav  groat  Avas  ordered  to 
pass  for  twelve-pence.  Thus  by  the  Act  of 
1451,  the  pound  Aveight  Avas  made  equal  to  £3  4s. 
in  tale;  and  by  the  Act  of  1456,  to  £4  16s. 

238.  These  tamperings  Avith  the  denomination 
of  the  coin  continued  in  the  reign  of  James  III. 
(1460.)  In  1467  the  old  English  groat  Avas  raised 
to  sixteen-pence  ; the  new  groat  to  tAvelve-peuce ; 
the  English  penny  to  three-pence.  In  1467-8, 


Jan.  12,  the  Scotch  groat  of  the  crown  was  raised 
to  fourteen-pence,  and  the  old  English  penny  to 
four-pence.  The  pound  AA'eiglit  aa'os  thus  £o  12s. 
in  tale.  In  1475,  groats  of  12  to  the  ounce,  to 
pass  fur  tAvelve-peuce,  Avure  coined,  Avhich  brought 
the  pound  weight  to  £7  4s.  in  tale.  In  1483, 
groats  of  10  to  the  ounce,  to  pass  for  fourteen- 
pence,  were  coiued,  making  the  pound  Avcight  £7 
in  tale. 

239.  Similar  tamperings  took  place  Avith  the 
denomination  of  the  gold  coinage.  In  1475,  the 
demy  or  Scottish  crown  Avas  raised  to  J3s.  4d. 
In  1483,  the  jieuny  of  gold  Avas  ordered  to  be  of 
the  Aveight  and  fineness  of  the  rose  noble,  and  to 
be  ecpuil  to  30  groats  at  fourteeu-pencj  each. 

240.  James  IV.  (1488,)  made  uo  alteration 
in  the  coinage. 

241.  With  James  V.  (1514,)  an  alteration  in 
the  fineness  of  the  coinage  look  place,  l^p  to 
this  time  it  had  ahvays  been  the  same  as  the 
English,  namely,  11  ilwts.  2 grs.  fine.  It  Avas 
noAv  reduced  to  10  dwts.  2 grs.  fine.  In  1525, 
elev'en  groats  AV'ere  ordered  to  go  to  the  ounce,  and 
pass  for  eigliteeu-pence  each;  and  in  1527,  the  king 
entered  into  a contract  Avith  Joacliimus  Hoeh- 
steller  for  a new  coinage.  Out  of  the  pound  of 
pure  silver,  there  Avere  to  be  coined  176  silver 
coins,  to  be  of  the  value  of  eighteen  pence,  of  the 
fineness  of  10  dAVts.  2 gi*aius.  They  might  also 
coin  pieces  of  tAvelve-pence,  and  six-piniee.  The 
obscurity  hanging  OA'er  these  frequent  changes  iu 
weight  and  denomination  has  rendered  it  impos- 
sible to  ascertain  what  tale  the  pound  Aveiglit  had 
become,  dillerent  authorities  making  it  vary  from 
£9  12s.  to  .£11  17s. 

242.  After  this  reign  the  groat  disappears, 
which  had  bemi  the  largest  coin  struck  liitlierto 
iu  Scotland.  It  originally  Avas  of  the  same  Aveight 
and  nominal  value  as  the  English  gi-oat,  but  it  avus 
iioAv  reduced  to  about  3-5ths  of  its  Aveight,  and 
yet  passed  for  betweeu  four  aud  five  times  its 
first  value. 

243.  About  the  tenth  year  of  the  reign  of  the 
unhappy  Mary  (1544),  jiieces  called  testoous  AA'ere 
coined,  weighing  about  66  or  68  grs.  It  is  not 
known  wliat  value  they  passed  for,  but  as  tliey 
were  seven  to  the  ounce,  they  may  probably  have 
been  about  3s. 

During  her  marriage  with  the  Dauphin,  testooirs 
and  half  testoous  were  coined,  of  92  and  96  grs. 
weight;  but  the  authoritie.'*  cannot  tell  us  their 
nominal  A'alne.  Similar  coins  Avere  struck  during 
her  AvidoAvliood.  On  her  marriage  Avith  Daruley, 
in  1565,  a much  larger  ami  more  magiiiliceut 
coinage  aa'us  struck.  It  was  enacted,  December 
22,  1565,  that  there  should  be  coined  a penny  of 
silver,  called  the  Mary  iiyall,  of  the  finene^s  of 
11  dAVts.  fine,  and  of  the  weight  of  one  ounce 
troy,  and  to  have  course  for  3Us.,  and  j»ro]tor- 
tiouate  coins  for  20.^.  aud  iOs.  Repeated  tamper- 
ings AvitU  the  nominal  value  took  place.  In  1511, 
the  ])ouud  Aveight  passed  for  £9  Lis.  in  tale;  iu 
1556,  for  Xl3  ; and  in  1565,  lor  £18. 

244.  According  to  the  usual  fortune  of  the 
House  of  Stuart,  Janies  VL  succeeded  to  the 
throne  as  an  infant  (1567).  Orders  were  given 
by  the  Council  to  coin  pennies  of  sih'er,  to  be 
called  the  James  liyall,  of  similar  Aveiglit  as  the 
Mary  liyall,  nud  to  pass  at  the  same  rate,  iu 
1579,  the  king,  AA'ith  the  advice  of  his  three  eslah  s 
of  rariiauieiil,  ordered  that  a peiiuy  of  gold  Bhoiild 
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be  coined,  21  carats  fine,  at  the  rate  of  10  to  the  I 
ounce,  to  be  current  for  40s.  Scots,  and  that  the  ! 
mint  ]irice  of  pure  gold  should  be  £21  the  ounce,  | 
and  otiior  gold  in  ]>roportion  to  its  fineness.  At  | 
the  same  time  a penny  of  silver  was  to  be  coined, 
II  dwts.  fine,  Aveighing  17  dwts.  11  grs.,  to  be 
current  at  2i>s.  Sd.,  Scots,  to  be  called  the  two- 
mark  piece.  The  mint  price  of  pure  silver  was 
to  be  dfis.,  and  other  silver  iu  proportion  to  its 
fineness. 

245.  Ill  1580,  tlie  money  was  again  altered. 
The  Paris  ounce  of  silver  was  to  be  coined  into 
44s.,  and  gold  coins  were  to  be  struck  at  the  rate 
of  five  to  the  Paris  ounce,  21  carats  fine,  to  be 
current  at  £4  4s.  In  1581,  this  coinage  being 
found  to  be  misrated,  it  Avas  called  in,  and  ordered 
to  be  recoined,  in  10s.  pieces,  11  dwts.  fine,  con- 
taining four  to  the  ounce.  In  1584,  it  was  found 
that  the  gmid  coinage  was  all  disappearing,  and 
foreign  coins  introduced ; and  it  was  ordered  that 
ncAv  gold  coins  should  be  struck,  six  pieces  to 
the  ounce,  21 J carats  fine,  to  be  enrreut  at 
£3  15s.,  and  others  at  nine  to  the  ounce,  to  pass 
for  50s.  In  1593,  the  gold  Avas  ordered  to  be 
22  carats  fine,  and  to  be  rated  at  thirty  pounds 
Scots  to  the  ounce ; and  five  pound  pieces  to  be 
struck  at  six  to  the  ounce.  In  1598,  in  order  to 
drive  out  the  foreign  coins,  they  Avorc  fU'dered  to 
pass  only  at  £28  IGs.  to  the  ounce,  22  carats  fine. 
The  thistle  noble  Avas  ordered  to  pass  for 
£7  IGs. ; the  hat  i»iece  for  £4  9s. ; and  the  lion 
at  £5.  The  great  scarcity  of  coined  money  being 
mucli  complained  of,  and  the  prices  of  all  sortsof 
gold  and  silver  money,  foreign  as  Avell  as  domestic, 
having  risen  to  a great  height  above  the  legal 
rates,  to  the  confusion  of  the  people,  the  ounce  of 
silver  Avas  ordered  to  pass  for  50s.,  and  the  old 
30s.  pieces  to  be  raised  to  that  rate,  and  the  neAv 
ones,  being  3 of  an  ounce,  to  37s.  6d.  In  1601, 
the  gold  Avas  ordered  to  be  22  carats  fine,  and  to 
be  rated  at  £3G  the  ounce,  to  be  coined  in  pieces 
at  six  to  the  ounce,  to  pass  for  £G.  The  iu- 
bringer  of  bullion  Avas  to  receive  33  pounds  for 
every  ounce. 

After  the  accession  of  James  to  the  throne  of 
England,  he  coined  very  little  Scotch  money, 
either  of  gold  or  silver.  It  is  all  of*  the  English 
standard,  and  nearly  .similar  to  it  iu  tyi*e,  AA'cight, 
and  denomination.  IW  an  Act  of  1603,  the 
Scottish  gold  coins  Avere  declared  current  iu  Eng- 
land in  the  proportion  of  1 to  12,  and  English 
coins  Avere  made  current  iu  Seotlaml  iu  1619,  at 
the  same  rate. 

246.  Charles  I.  (1625)  aaus  the  last  king  who 
coined  sold  money  for  Scotland  during  this  cen- 
tury, lie  coined  t!ie  soA'eieigii,  or  sceptre,  at 
154  grains,  Avliich  Avas  called  the  £12  piece,  but 
must  iiavc  been  Avorth  about  £13  13s.  Scots,  the 
ounce  of  gold  being  raised  to  £41  in  tale.  lie 
also  coined  a considerable  amount  of  silver 
money. 

247.  Cliarlos  IL  (1660)  coined  4,  2,  1,  and  J 
mark  pieces  iu  sU\*er,  the  first  of  these  Aveighiiig 
HU  to  17  dAvts.,  and  the  others  in  proportion.  In 
1675,  he  coined  dollars  of  about  the  ^ame  weight 
i\s  the  four  mark  piece,  to  ]>i(Ssfor  56s.  Scots,  and 
its  subdivisions  in  proportion.  James  VII., 
during  his  short  leign,  coined  40s.  and  lOs.  [ 
pit'cets,  the  Ibriiier  AVeighiiig  280  to  285  grains.  j 

248.  AVilliam  and  Mary  (1688)  coined  60s.,  j 
40s  , 20s.,  JOs.,  and  5s.  pieces,  of  the  sameAveight  | 


as  those  of  the  preceding  reigns.  In  1701,  a small 
coinage  of  gold  took  jdace  from  the  metal  sent 
over  from  tin*  disastrous  colony  of  Darien.  The 
coins  Avere  called  pistoles  and  half-pistoles,  the 
former  Aveighiiig  106  grains.  It  is  not  certain 
Avliat  they  aa  ■•re  rated  at. 

249.  Anne  (1701)  coined  only  10s.  and  5s. 
pieces  in  silver,  Aveighing  70  and  35  gi-aina.  By 
the  treaty  of  Union  (1706),  it  w'as  provided  that 
the  coinage  of  Scotland  should  be  assimilated  to 
that  of  England,  and  all  losses  sustained  by  pri- 
vate persons  by  this  operation  were  to  be  made 
good  out  of  the  equivalent  fund.  The  English 
shilling  passed  for  13d.  in  Scotland,  and  as  this 
Avas  to  be  reduced  to  the  same  value  as  in  Eng- 
land, it  became  necessary  to  compensate  the  hold- 
ers of  English  money  in  Scotland,  and  at  the 
same  time  to  do  it  so  quickly  that  no  time  should 
be  given  to  import  more  English  money  in  order 
to  reap  the  benefit  of  the  compensation.  The 
measures  Avere  prepared  secretly,  and  on  a given 
day,  all  the  liolders  of  English  money  AA'ere  sud- 
denly ordered  to  bring  it  to  certain  places,  Avhero 
the  money  Av  as  told  otf,  sealed  up,  and  returned 
the  same  day,  Avith  a certificate  entitling  the  pro- 
prietor to  be  paid  out  of  the  equivalent  fund. 
There  A\as  also  £150,000  in  foreign  money 
brought  ill  to  be  exchanged.  But  the  measures 
Avere  so  aa  cU  taken,  that  iioav  English  money  Avas 
issued  iu  great  quantities  from  the  Mint,  and  no 
disturbance  (d  trade  took  ])Iace,  and  Scotch  money 
finally  ceased  to  be  current  in  Sej)tember,  1708, 

Numistuutit  Scotia? ; or  a seines  of  the  Scottish 
Coinage  from  the  reign  of  William  the  Lion  to 
the  Uuioiu  By  Adam  de  Cardoimel.  Edinburgh, 
1786. 

A view  of  the  silver  coins  of  Scotland,  By  T. 
Snclling.  London,  1763. 

A view  of  the  Coinage  of  Scotland,  By  Jolm 
Lindsay.  Cork,  1845. 


the  Coinage  of  Ireland, 

250.  Tlu  origin  of  coining  in  Ireland  is  lost 
in  the  ages  of  fiible.  The  national  mythologists 
boldly  claim  the  honour  of  coining  for  Eaduer 
Deagh,  avIio  was  about  coiitemj)orary  Avith  Solou. 
But  safely  dismissing  these  myths  Avith  the  credit 
they  deserve,  it  is  certain  that  Ireland  aa^s  compa- 
ratively a wealthy  and  enlightened  country  during 
the  deepest  ages  of  European  darkness.  The 
Danish  historians  relate  that  the  Scandinavian 
pirates  in  the  ninth  century  invaded  Ireland, 
defeated  the  king,  and  sacked  his  treasury  at 
Dublin,  and  carried  oft’  such  quantities  of  money, 
that  every  man  had  aa  much  as  he  could  carry 
away. 

251.  Payments,  ofieringa,  and  ransoms  were 
paid  also  in  l)ulliou  measured  by  the  ounce.  In 
1004  Brian  IJoroime  oft’ered  20  ounces  of  gold  on 
the  altar  of  St.  Patrick  at  Armagh;  in  1154, 
Tridelvoe  O’ Connor,  king  of  Ireland,  recciA'ed  60 
ounces  of  gold  as  the  ransom  of  the  chief  of  the 
pettple  of  Munster,  Avhom  he  had  defeated,  and 
many  other  instances  might  be  mentioned. 
jMoriertagh  O’Loghlin,  king  of  Ireland,  let  some 
land  to  tiie  monastery  of  Ardbraccaii  in  perpe- 
tuity, at  a yearly  rent  of  three  ounces  of  gold. 
Thus  it  appears  tliat  it  Avas  customary  to  stipu- 


I 
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late  for  payments  in  w^eight  as  Avell  as  by  tale, 
as  it  Avus  also  iu  France  and  England  at  the  same 
period.  Abmidanco  of  Irish  coins  of  the  9th 


and  10th  centuries  exist,  but  it  is  impossible  to 
ascertain  their  dates.  Their  Avcights  vary  from 
25  to  10?  grains,  and  consequently  supposing  them 
to  be  called  by  the  same  name,  and  to  jiass  for 
the  same  nominal  value,  it  is  clearly  seen  that  it 
was  a necessary  precaution  to  stipulate  that  jiay- 
ment  should  be  made  by  weight,  and  not  by  tale. 

252.  No  evidence  exists  to  shcAv  that  llenrv 
II.  coined  money  in  Ireland.  But  in  1177,  John 
being  then  1 1 years  of  age,  was  declared  Lord  of 
Ireland,  and  money  w'as  struck  in  l»is  name,  of 
the  same  standard  as  the  English  money.  The 
Irish  money  consisted  of  halfj)ennies  of  11  grains. 
In  1210,  in  the  1 Ith  year  of  his  reign,  John  again 
visited  Ireland,  and  appointed  John  dc  Grey, 
Bishop  of  NorAvich,  Lord  Justice,  and  ordered 
him  to  coin  pennies,  half-pence,  and  faithings, 
of  the  same  standard  as  those  of  England,  Avhich 
were  to  be  current  in  both  countries. 

253.  The  coinage  continued  to  be  the  same  in 
the  two  countries,  and  Avas  afflicted  with  the  like 
disorders  of  clipping  and  forgery,  during  the  long 
and  feeble  reign  of  Henry  HI.  In  1272,  ftve  or 
six  sorts  of  base  money  were  in  circulation.  The 
first  thing  Ed>vard  I.  did,  Avas  to  reform  the  I 
coinage.  He  ordered  Gregory  Rockley,  Lord 
IHayor  of  Ixmdon  and  Master  of  the  Mint,  to 
make  his  silver  11  oz.  2 dAvts.  6 grs.  fine,  and  out 
of  the  pound  of  tAA'ehe  ounces  to  coin  243  pence, 
of  the  Aveight  of  24A  grains.  In  1279,  he  coined 
groats,  half-pence,  and  farthings,  to  be  current  in 
England  and  Ireland.  In  1300,  crocards,  pollards, 
ami  the  other  foreign  base  coin  w'ere  decried  in 
Ireland  as  aa'cII  as  in  England. 

254.  In  1326,  Edward  III.  cut  the  ounce  into 
tAA^enty-six  pennies.  In  1336,  he  reduced  the 
fineness  of  the  bullion  to  10  ounces,  and  cut  the 
ounce  into  21  pennies,  so  that  tlie  mint  price  of 
silver  >vas  now'  2 Id.  the  ounce.  The  Irish  pennies 
AA'ere  thus  a larger  coin  than  the  English,  for  they 
w'ciglied  21 J grains,  the  English  only  19.  In 
1338,  the  circulation  of  the  base  money  called 
Turneys  was  prohibited,  as  soon  as  sterling 
money  should  be  issued  to  replace  them. 

255.  Nothing  calling  for  special  remark  oc- 
curred till  1465,  Avhen  in  the  5th  year  of  the  reign 
of  EdAvard  IV.  a Parliament  w'as  held  at  Trim, 
before  Thomas  Earl  of  Desmond,  deputy  to 
George  Duke  of  Clarence.  Up  to  this  time  the 
coins  had  always  been  rated  at  the  same  value 
both  ill  England  and  Ireland,  but  iu  this  Parlia- 
ment they  were  ordered  to  pass  for  a higher  rating 
ill  Ireland  than  in  England.  The  noble,  wliich 
passed  in  England  for  8s.  4d.,  was  ordered  to 
pass  for  10s.  iu  Ireland,  and  the  half  and  quarter 
nobles  iu  proportion.  And  from  this  time  all 
money  coined  in  or  for  Ireland  was  of  less  value 
than  the  English  generally  by  one  fourth  ptirt, 
so  that  from  thenceforth  the  Irish  shilling  Avas 
worth  only  uiiiepeuce.  Light  money  Avas  not  to 
be  received.  Iu  1467,  hoAA'ever,  it  Avas  enacted 
that  light  gold  money  might  be  cuiTent,  but  the 
deficiency  was  to  be  made  up  in  silver.  The 
rating  of  the  noble  was  raised  to  lOs.  iu  England 
at  this  time. 

256.  In  1467,  a great  tampering  with  the 
coinage  took  place.  An  act  Avas  passed  that  a 
silver  coin  should  be  struck,  called  a double^  to 
pass  ill  Ireland  for  eight  pence.  The  pound 
w'eight  of  silver  should  be  cut  into  120  such 
pieces.  Groats  of  four  pence,  and  half-groats  of 


two  pence,  deniers,  half-pennies,  and  fiirthings, 
Avere  to  be  coined  in  similar  proportions.  These 
coins  Avere  to  be  struck  at  Dublin,  Trim,  Water- 
ford, Limerick,  Drogheda,  Galway,  and  Carling- 
ford.  For  e\'ery  ounce  of  bullion  brought  by  a 
merchant  to  be  coined,  he  w’as  to  receiv'c  back 
six  shillings  at  this  tale,  and  the  king  was  to 
receive  the  remainder  for  seignorage,  out  of 
Avhicli  he  was  to  pay  the  expense  of  coining. 
After  the  folIoAving  Easter  this  money  only  Avas 
to  be  current,  all  other  Avas  decried,  and  paying 
or  receiving  it  Avas  made  felony.  According  to 
this  Act,  the  double  or  eight-penny  piece  Aveighed 
only  44  19-24  grains  Troy,  and,  therefore,  the 
penny  5|  grs.  nearly,  being  less  than  one-fourth 
part  of  its  original  weight,  and  being  au  imme- 
diate reduction  of  one-half.  This  great  fraud 
produced  its  inevitable  consequences.  A pro- 
digious rise  took  place  in  the  prices  of  all  neces- 
saries and  provisions,  and  everything  Avas  tliroAA'n 
into  confusion.  In  the  next  rarliament,  held  in 
Dublin  in  1470,  it  AA^as  recited  iu  an  Act,  that  in 
consequence  of  this  ucav  coinage  the  people  had 
been  gi-eatly  impoverished,  many  of  them  had 
giA’en  up  their  houses  aud  left  the  country.  All 
merchandise  and  provisions  had  groAA'ii  extremely 
dear,  from  aa  IucIi  many  people  AA'ere  like  to  die  of 
Avaiit.  To  remedy  this,  it  Avas  enacted  tliat  the 
master  of  the  Mint  should  coin  at  Dublin,  Trim, 
aud  Drogheda,  five  sorts  of  silver  coins,  of  tlie 
fineness  of  those  struck  at  London,  of  the  same 
names  as  before,  the  gross  to  be  cut  at  the  rate  of 
132  gi'oats  to  the  pound  weight,  and  to  pass  for 
four  deniers.  _ This  groat,  therefore,  Aveighed 
43  84-132  grains.  The  Euglisli  groat  at  the  same 
time  weighed  464  grains.  The  money  struck  in 
terms  of  the  former  Act,  w^as  reduced  to  the 
same  ratiug  as  the  new'  coinage.  By  this  Act  the 
pound  of  bullion  Avas  cut  into  132  groats,  or  44 
shillings  in  Ireland,  while  in  England  it  was  cut 
into  112i  gi-oats,  or  37s.  6d.,  being  a diflferenco 
of  6s.  6d.,  or  17J  per  cent,  in  the  pound  of  siU'er. 
The  fraudulent  mint  masters,  how'CA'er,  coined 
money  of  less  than  the  legal  w'eight.  In  1462 
Germyn  Lynch,  Master  of  the  Mints  in  Ireland’ 
Avas  indicted  for  coining  forty-eight  shillings  out  of 
the  pound,  instead  of  forty-four.  In  1472,  the  groat 
of  full  Aveight  Avas  rated  at  five  pennies,  the”goId 
noble  at  10s.,  the  croAvn  at  5s.,  the  quadrant  at 
2s.  6d.;  Avhatever  they  might  be  deficient  in 
Aveight  W'as  to  be  made  up  in  current  silver.  In 
1473,  the  ounce  of  silver  AA’as  ordered  to  be  cut 
into  14  groats,  to  pass  at  four  pence  each,  and 
other  coins  in  i>roportioii.  The  seignorage  Avas 
to  be  3d.  per  ounce  in  groats,  and  4d.  on  other 
coins.  Thus  the  mint  price  of  silver  was  iioav 
56s.  per  pound,  or  4s.  8d.  the  ounce.  The  weight 
of  the  groat  Avas  tliirty-tAvo  grains,  or  little  more 
than  tAvo- thirds  of  the  English  groat. 

257.  Ill  1475,  the  groats  ofEdAvard  in., Richard 

II.,  Henry  IV.,  Henry  V.  and  Henry  VI.,  not 
clipped,  w'cre  raised  to  sixpence,  and  the  English 
groats  of  the  present  king,  at  five  pence,  and  all 
the  money  struck  in  Ireland  at  its  current  rating. 
All  the  Mints,  except  those  of  Dublin,  Waterford, 
and  Drogheda  AA'cre  suppressed.  In  1476,  the 
silver  money  coined  at  Cork,  Youghall,  Limerick, 
and  other  places  in  Munster,  except  Waterford, 
was  found  to  be  light  and  base,  and  was  decried! 
The  gold  royals  Avere  ordered  to  be  current  in 
Ireland  at  13s.  4d. ; the  gold  angel  at  8s.  4d. ; 
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the  gnlti  noble  at  l*2s.,  and  the  smaller  coins  at 
]tr()|>ortioimte  rates;  any  deficiency  in  weight  tu 
lie  niiidt*  g'lod  in  current  silver.  Several  species 
of  tbreigu  money  were  also  legalized;  the  rider, 
the  ducat,  the  lyon,  tlie  crown,  the  crusade,  the 
salut,  for  five  shillings,  and  the  Burgundy  noble 
for  ten  shillings. 

238.  In  1478,  fresh  alterations  in  the  coinage 
t«X)k  place.  Germyn  Lynch  had  been  convicted 
of  coining  light  money,  but  he  Avas  pardoned,  and 
restored  to  his  office.  In  this  year  he  was 
alhnved  to  coin  money  at  the  rate  of  4s.  lOd.  per 
ounce,  giving  back  to  the  merchant  4s  4d.,  and 
retaining  four  peace  for  the  king. 

*259.  In  1488,  tlie  first  thing  the  Parliament  of 
Richard  III.  <lid,  was  to  turn  Germyn  Lynch  out 
of  his  office  of  mint  master,  for  having  resumed 
his  old  malpractices  during  the  last  three  years 
of  the  last  reign.  The  .<ilver  pound  was  ordered 
to  be  cut  into  2*2.j  groats,  at  four  pennies  each. 
The  groat  Avas  then  reduced  to  *25  15-twcnty- 
fifths  grains.  The  difference  between  the  English 
and  Irish  groat  Avas  now  about  GO  jier  cent.  For 
many  years  after  this,  the  current  coin  was  so 
clijiped  that  the  greatest  incouA'euicnce  arose.  In 
1491,  a hiAv  AA’as  passed  to  iirohibit  the  receiving 
or  paying  clipped  or  counterfeit  money,  and  it 
was  forbidden  to  be  imported  into  England  above 
the  value  of  ^d.  About  this  time  the  difference 
between  the  English  and  Irish  coinage  Avas  about 
one-third,  as  appears  from  a letter  from  Oetavian, 
Archbishop  of  Armagh,  to  the  king  in  1487,  re- 
comnieuding  Arlluir  Mageiinis  for  the  bishoprick 
of  Dromore,  Avherein  he  says  the  rev'cnue  of  the 
diocese  is  not  Avorlh  above  forty  i>ounds  of  the 
coin  of  Ireland,  which  is  less  by  the  third  part 
than  the  coin  sterling.  This  debasement  of  the 
coinage  was  so  great  at  the  begiuning  of  Henry 
VI 1 1.'s  reign,  that  the  Earl  of  Surrey,  Lord  Lieut, 
of  Ireland,  re<iuested  to  be  recalled,  as  for  want 
of  money  and  supplies  from  England,  he  Avas 
unable  to  curry  on  the  Avar  against  the  rebels.  It 
appears  too  that  in  1580,  payments  were  made  by 
weight  in  consequence  of  the  bad  state  of  the 
coinage,  as  Archbishop  Allan  states  tliat  he  aa'os 
obliged  to  redeem  the  Archbishop's  cross,  Avhich 
had  been  pledged,  at  his  OAvn  expense,  and  it  cost 
him  near  an  hundred  ounces  of  sih^er.  In  1530, 
there  AVas  a ucav  coinage,  but  to  Avliat  extent  is 
uncertain.  In  1541,  Henry  VIII.  aaus  jiroclaimed 
king  of  Ireland,  on  Avhich  occasion  new  groats 
Avere  struck.  They  weighed  about  40  graius  each, 
but  the  metal  Avas  considerably  debased,  being 
9 oz,  G dAA'ts.  fine,  and  *2  oz.  14  dwts.  alloy;  for 
which  reason  an  act  Avas  passed  to  prohibit  their 
iuiportation  iuto  England,  under  forfeiture  of 
treble  their  value.  lu  1544,  the  comage  was  still 
furtlier  debased  to  8 oz.  fine  and  4 oz.  alloy,  and 
six-]>emiy  pieces  at  the  rate  of  144  to  the  pound, 
Avhicli  Avas  the  Aveight  of  the  four-penny  pieces  in 
England,  lii  1546,  the  king  having  wasted  all 
his  resources  by  his  AA^ars  Avith  Scotland  and 
France,  ordered  brass  money  to  be  c(»ined,  and 
pas.s  current  for  good  and  lawful  money  in  all 
parts  of  Ireland. 

2G0.  In  1551,  the  4tli  of  Edw*ard  an  in- 
denture Avas  made  Avith  Martyn  Piri  to  coin 
groats  of  4 pence,  at  the  rate  of  144  to  the  pound. 
They  weighed  therefore  40  grains.  But  the 
metal  seems  to  have  been  as  much  debased  as 


ever,  as  in  the  last  year  of  his  reign,  the  groats 
AA'ere  cried  di-wii  to  *2  pence. 

261.  In  1553,  Queen  ^lary,  in  order  to  in- 
gratiate her  Si  If  with  her  English  subjects,  forbade 
the  currency  of  base  money,  and  ordered  the 
standard  of  gold  and  sih'er  to  be  restored.  But 
Ireland  Avas  jiarticularly  excepted  from  the  pro- 
clamation. She  made  no  impruA'cment  in  the 
standard,  but  ordered  shillings,  groats,  and  two- 
lienny  pieces  to  be  coined.  Forty  shillings  went 
to  the  pound,  and  Aveighed  144  grains.  The 
other  coins  'vere  in  proportion.  In  1554,  Sir 
Edmund  Peckham,  treasurer  of  the  mint  of  Eng- 
land, and  others,  Avero  empowered  to  make 
^10,000  AAwili  of  base  money  for  Ireland,  3 oz. 
fine,  and  9 oz  alloy,  of  the  same  Aveight  as  the  pre- 
ceding. Ill  1557,  they  were  empowered  to  coin 
another  quantity  of  £7,000  worth  of  similar  base 
money,  and  in  the  following  year,  £5,500  more. 

262.  Elizabeth  ordered  the  pound  iff  siU'er  to 
be  coined  into  60  shillings,  and  carried  out  the 
reTorm  of  the  Englir^h  coinage  Avhich  had  been 
determined  mi  by  Edward  VI.,  and  begun  by 
Mary.  As  a mode  of  getting  rid  of  the  base  coin 
in  England,  she  gave  a commission  to  Sir 
Edmund  Peckham  and  others,  to  coiiA'ert  it  into 
harp  shillings,  and  groats,  for  the  use  of  Ireland. 
Out  of  four  thousand  pounds  of  this  base  coin, 
eight  thousand  pounds  of  harp  groats  and  shil- 
lings Avere  to  be  coined  3 oz.  fine,  and  9 oz.  alloy. 
Tlie  shillings  to  be  40  to  the  pound  Aveight. 
Accordingly  no  sooner  Avas  the  base  money  de- 
cried in  England  than  it  Avas  imported  in  vast 
quantities  into  Ireland.  In  1560,  lioAveAer,  the 
coinage  of  In  land  Avas  restored  to  the  same  purity 
as  that  of  England.  AVhereupon  the  popular 
joy  fouud  A^eiit  iii  the  following  doggrel : — 

“ Let  bonfires  shine  in  eA*ery  place, 

Sing,  nud  ring  tlie  bells  apace, 

And  piay  that  long  may  live  her  grace, 

To  be  The  good  Queen  of  Ireland. 

Tlie  gohl  and  silver  which  was  so  base, 

Tliat  no  man  could  endure  it,  scarce, 

Is  now  new  coyiied  Avith  her  own  face, 

And  made  go  current  in  Ireland.” 

But  the  Queen  seemed  unable  to  carry  out  her 
plan  to  its  ]*roper  conclusion.  Shillings  of  the 
value  of  iiiiiepence  English  were  coined,  and 
ordered  to  pass  current  in  Ireland  for  12  pence. 
Tlicy  Avere  cut  at  82  to  the  pound,  and  Aveighed 
70j  grains. 

263.  In  1598,  the  Queen  returned  to  the  old 
fraud  of  debasing  the  coinage.  She  made  an  in- 
denture Avith  Sir  John  Martin  and  his  son,  tlic 
master  workrrs  of  the  mint  in  the  Tower,  to  coin 
shillings,  half  and  quarter  sliillings,  pennies,  and 
half-pennies  for  Ireland,  of  metal  only  3 oz.  fine 
to  9 oz.  bnis‘'.  In  1601,  the  metal  was  still  further 
debased  to  2 oz.  18  dAvt.  fine,  and  9 oz.  2 dwt. 
alloy.  Copper  pennies,  and  liair-pennies,  were 
also  coined  IDO^  pennies  to  the  ]H)iind.  This  AA^as 
during  Tyrone’s  rebellion.  Tlie  Queen  caused 
immense  quantities  of  base  money  to  be  coined 
in  the  Tower,  and  sent  0A*er  to  Ireland,  to  jiay 
the  army,  and  at  the  same  time  by  proclamation, 
declared  this  base  money  to  be  the  luAvful  and  cur- 
rent money  of  the  country,  and  ordered  it  to  bo 
received  in  all  payments  AvliatcA'cr,  at  its  full 
nominal  A'alue,  shilling  for  shilling,  under  penal- 
ties for  refusd.  In  order  to  facilitate  the  cur- 
rency of  the  base  money,  all  the  good  Avas  cried 
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down,  and  ordered  to  be  considered  only  as  bul- 
lion. The  policy  of  this  measure,  Camden  says, 
Avas  much  debated  at  the  Council,  many  of  tlie 
members  as  Avell  as  the  (2ueen  being  against  it  as 
liki‘ly  to  be  prejudicial  to  tlie  interest  of  her  sub- 
jects, distasteful  to  the  army,  and  inoperative  so 
far  as  regarded  its  intended  etlV-ets  against  tlie 
rebels,  and  very  damaging  to  the  credit  of  the 
Queen.  But  the  Lord  Treasurer  Buckhurst,  after 
much  i>ersuasiou,  prcA'ailed  that  it  should  be  tried 
for  a short  time,  and  aftei'Avards  the  money  should 
be  restored  to  its  full  value.  Tins  foolish  plan  of 
Course  produced  all  the  evil,  and  none  of  the  good 
expected  from  it.  Fro\*ision.s  and  all  things  im- 
mediately doubled  in  price.  Loud  complaints 
rose  from  the  army,  and  the  Lord  Deputy  him- 
self said  in  his  letter  to  Cecil,  10th  NoAxuiiber, 
1601,  that  his  private  estate  could  no  longer  siip- 
])ort  the  expense  at  Avhich  he  Avas  forced  to  live. 
Commerce  was  thrown  into  confusion,  and  a great 
outcry  was  raised  against  the  merchants  for 
raising  the  ju’ices  of  their  commodities,  whereas 
it  Avas  clear  tliey  could  not  help  doing  so  Avheii 
they  were  now  obliged  to  pay  60  pounds  Irish, 
for  wliat  they  could  formerly  get  for  £15  in  the 
foreign  markets.  The  same  rule  ai>plied  to  every 
article  in  succession  in  commerce, 

*264.  James  1.,  (1603,)  finding  the  rebellion 
suppre>sed,  issued  a proclamation  regulating  the 
currency  of  the  (iueen's  base  money.  He  ordered 
the  standard  to  be  brought  back  to  9 oz.  fine,  and 
3 oz.  alloy,  as  Avas  The  old  Irish  standard,  and  the 
base  mixed  money  of  3 oz.  fine  was  reduced  to 
its  value  in  silver.  The  base  shilling  was  re- 
duced to  fonr-peuce,  and  the  others  in  proportion, 
lu  1605,  the  base  shilliug  was  reduced  to  three- 
pence, and  the  others  in  proportion.  In  1607, 
Eiiglisli  shillings  were  made  current  in  Ireland  at 
sixteen-pence,  and  afterwards  all  English  money 
was  made  current  at  one-third  above  its  rating  in 
England.  The  exchange  between  Dublin  and 
London  Avas  at  20s.  Irish  fur  I5s.  English.  In 
the  first  tea  years  of  the  reign  of  James  1.,  there 
Averecoined  of  Irish  sterling  money  £166,273  11s. 

265.  Cliarles  I.,  (1625,)  had  granted  a patent 
to  the  Dowager  Duchess  of  Richmond  and  Sir 
Frauds  Crane,  to  coin  copper  farthings,  to  be 
current  in  England  and  Ireland.  These  Avere 
made  in  such  quantities  that,  in  1634,  a proda- 
matiim  was  obliged  to  be  made  that  no  one 
should  be  obliged  to  tjike  them,  and  no  one  should 
])ay  more  than  two-pence  in  farthings  at  once. 
In  the  same  year  the  exportation  of  all  the  good 
gold  and  silver  coin  from  the  country,  in  conse- 
quence probably  of  the  bad  state  of  the  coinage, 
attracted  the  attention  of  Parliament,  and  both 
houses,  after  many  debates,  agreed  to  petition  the 
King  for  the  re-establishment  of  the  Mint  at 
Dublin.  The  King  agreed  to  this,  and  it  was 
ordered  that  it  should  bo  done,  and  money  struck 
of  the  same  weight  and  fineness  as  that  of  England. 
But,  from  the  troubles  that  broke  out  soon  after- 
Avards,  it  Avas  ue\'er  carried  out.  In  1637,  it  Avas 
ordei’ed  that  the  name  of  Irish,  or  harp-nioucy, 
should  be  abolished,  and  all  account.^  receipts, 
and  payments  reduced  to  sterling,  and  made  in 
English  money,  to  the  great  simplification  of 
business. 


266.  Cromwell  coined  no  money  for  Ireland. 
During  the  conmionAvealth  many  persons  in 
Dublin  and  other  places  issued  brass  or 
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copper  tokens,  Avith  their  names  and  places  of 
abode  upuii  tiiem,  which  passed  fur  a penny  each 
in  their  neighbourhoods,  and  among  their  cus- 
tomers. This  expedient  Avas  frequently  repeated 
during  the  following  reigns.  In  1651,  several 
persons  in  London  sent  over  great  quantities  of 
clipped  and  base  money,  Avhich  they  issued  by 
means  of  ageuts,  several  of  Avhom  were  caught 
and  executed.  The  clipped  money  was  ordered 
to  pass  by  Aveight  only.  The  base  half-crowns 
Avere  so  bad  that  they  were  not  really  worth  more 
than  two-pence.  Some  Peru  pieces  current  for 
4s.  6d.  Avere  not  really  ‘worth  more  than  2s.  4d. 
Out  of  pieces  of  this  kind  in  circulation  to  the 
amount  of  £635,  it  was  fouud  on  assay  tliat  tliey 
were  not  really  Avorth  more  than  £401  in  sterling 
money.  The  council  repeated  the  request  to  have 
a mint  in  Dublin,  but  it  Avas  never  done. 

*267.  In  1660,  Charles  IL,  in  order  to  put  an 
end  to  the  disorders  arising  from  the  base  coin, 
found  it  expedient  to  legalise  and  regulate  the 
value  of  several  kinds  of  foreign  coins;  by  this 
proclamation  we  ascertain  the  names  of  those  in 
circulation.  They  Avere, — 
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V 
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Tlie  Mexico  Rix  or  Cross  Dollar  ... 

17 
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4 

9 

The  Portugal  ItoAud  

14 

0 ... 

0 

3 

6 

Tlie  Diieatoon 20  16  ...  0 5 9 

The  old  Peru  jiiece,  and  French)  a a < 
Louis  ^ I 6 

and  their  halves  and  quarters  in  similar  proportions. 

All  persons  Avore  forbidden  to  make  and 
issue  tokens  without  licence  from  the  king.  But 
the  AA'aiit  of  small  chauge  continuing,  these  tokens 
were  as  abundaut  as  uA-er  in  1672.  In  the  fol- 
loAviug  year  the  exportation  of  gold  and  silver 
specie  of  all  sorts,  caused  no  doubt  by  the  bad 
state  of  the  coinage,  was  so  common  that  it  Avas 
forbidden  by  lu'oclamation,  and  another  attempt 
was  made  to  suppress  the  tokens.  Plans  Avere 
discussed  for  supplying  copper  money  to  replace 
them;  but  nothing  AViis  done  till  1680,  when  a 
patent  for  *21  years  aa'os  granted  to  Sir  Thomas 
Armstrong  and  Colonel  George  Legg,  to  make 
copper  halfpence  to  weigh  110  grains  Troy. 
These  Avere  declared  to  be  current  coin,  and  all 
tokens  Avere  forbidden  under  severe  penalties. 
No  one,  hoAvever,  was  bound  to  receive  payment 
in  these  halfpence  of  more  than  5s.  in  any  one 
sum  of  £100.  And  in  case  traders  had  more 
than  they  could  employ  of  them,  the  patentees 
were  ordered  to  be  ready  at  all  times  to  exchange 
2 Is.  in  halfpence  for  *20s.  in  gold  orsih-er.  These 
coins  Avere  the  best  copper  money  yet  struck  for 
Ireland.  The  foreign  coins  current  in  the  country 
yyare  somewhat  raised  in  rating  in  16S3. 

268.  In  March,  1689,  the  king,  being  driven 
out  of  England,  arrived  in  Dublin,  and  imme- 
diately raised  the  rating  of  the  foreign  gold  and 
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silvor  coins.  The  jruinoa  was  ordered  to  pass  for 
24s.,  ami  the  shilling  at  13d.  This  ratinj:  con- 
tinued till  1826,  and  was  the  origin  of  the  ck- 
pression  used  with  regard  to  the  Irish  exchange, 
that  it  was  at  par  when  at  8J,  which  simply 
meant  that  £108  6s.  8d.  Irish  was  equal  to  £100 
sterling.  This  rai.sing  of  the  denomination  wa.s 
done  under  the  delusive  idea  that  the  money 
could  he  retained  in  the  kingdom,  as  merchants 
were  beginning  to  leave  it,  with  their  eftects,  in 
consequence  of  the  civil  war  they  evidently  fore- 
saw. Such  expedients,  however,  wore  futile. 
The  king  then  determined  to  seize  the  coining 
presses  of  Sir  John  Knox,  to  whom  Armstrong’s 
patent  had  been  transferred  four  years  before, 
and  coin  brass  and  copper  mixed  metal  money. 
Tliis  was  ordered  to  be  received  in  all  payments 
whatever  as  of  equal  value  with  gold  and  silver. 
Some  old  brass  guns  in  the  castle  yard  were  sent 
to  the  Mint  to  be  turned  into  this  money,  and  the 
ct  4 lectors  of  the  revenue  tvere  ordered  to  collect 
all  the  copper  and  brass  they  could  in  their  res- 
pective districts,  and  send  it  to  theMint.  Several 
j>roclaiuations  were  issued,  regulating  the  currency 
of  this  brass  money.  In  1690,  pennies  were  struck 
of  a mixture  of  lead  and  tin,  and  crown  pieces  of 
white  mixed  metal.  In  June,  the  half-crowns 
were  called  in,  and  re-issued  as  crowns.  People 
were  forbidden  to  give  more  than  30s.  in  brass  or 
coi>per  money  for  the  French  louis  of  gold,  or  for 
any  guinea  more  than  38s.,  under  pain  of  death 
and  forfeiture.  Counterfeiting  this  coin  was 
declared  high  treason. 

*269.  The  metal  of  which  this  money  was  made 
was  a mixture  of  old  guns,  broken  bells,  copper, 
brass,  pewter,  and  the  refuse  of  metals,  melted 
down  together,  and  in  reality  was  wortli  about  3d. 
or  4d.  the  pound,  but  by  the  last  issue  it  was 
made  to  be  current  at  about  £10  sterling 
the  pound.  In  twelve  months  time  there  was 
coined  in  weight  of  metal  389,724  pounds,  to 
be  current  at  the  nominal  value  of  £1,596,799, 
and  troni  the  subsequent  raising  of  the  halt- 
crowjis  to  crowns,  the  nominal  value  Avas  in- 
creased to  upAvards  of  two  millions.  When  the 
king  Avas  finally  driven  out  of  Ireland,  only 
£22,489  Avas  left  in  the  Mint.  Immediately  after 
the  battle  of  the  Boyne,  King  William  issued 
a proclamation  reducing  this  base  money  to  its 
real  value  as  metal.  The  croAvn  pieces  were 
reduced  to  one  penny,  and  the  shillings  to  a far- 
thing. In  1693,  it  Avas  totally  abolished,  and  a 
proper  coinage  issued  instead.  In  1696,  the  dis- 
orders of  the  English  coinage  extended  to  Ireland, 
and  guineas  Avere  raised  to  *26s.,  and  the  shilling 
to  Is.  2d.  In  1697,  much  forged  and  base  coin 
Avas  imported  from  Scotland,  and  much  counter- 
feit gold  and  sih'er  money  was  in  circulation.  In 
1701,  the  values  of  the  foreign  gold  and  silver  coin 
Avere  reduced  to  their  former  rates. 

270.  Anne  coined  no  money  for  Ireland,  but 
issued  some  regulations  regarding  tlie  current 
foreign  coins.  Tliey  Avere  to  be  received,  if  light, 
upon  paying  two-pence  for  every  gi*ain  deficient 
in  gold,  and  1 id.  for  every  dAvt.  in  silver.  In 
1718,  the  lord"  justices  ordered  that  gold  and 
sih'er  money  should  only  pass  by  weight. 

271.  In  172*2,  George  I.  gi*anted  an  exclusive 
patent  for  fourteen  years  to  a ^Ii*.  Wood  to  coin 
halfpence  and  farthings  for  the  use  of  Ireland ; 
the  whole  quantity  for  that  space  of  time  to  be 


limited  to  360  tons  of  copper,  a pound  of 
co[tper  to  be  coined  into  2s.  6d.  One  hundred 
tons  were  t('  be  issued  during  the  first  year,  and 
tAventy  during  each  of  the  remaining  thirteen.  A 
rent  of  £8<>0  per  annum  was  to  be  paid  to  the 
king,  and  £200  to  his  clerk  comptrollers.  If  the 
Avhole  quantity  of  copper  had  been  coined,  the 
360  tons,  at  2s.  6d.  per  pound,  would  have 
amounted  t ) £100,800  in  current  value.  But 
according  to  the  report  of  Sir  Isaac  NeAvton,  the 
copper  Avas  not  AA'orth  in  the  market  above  1 2d. 
or  13d.  the  pound,  and  might  be  pnrcliased  in 
Bristol  for  £40,320,  and  consequently  the  differ- 
ence in  faA’t-r  of  the  patentee  would  have  been 
£60,480,  out  of  which,  deducting  the  reserved 
rent  of  £14.000,  the  profit  of  the  patentee  Avould 
haA'c  been  £46,480.  But  the  coins  were  not 
even  struck  of  their  stipulated  weight,  and  con- 
sequently the  loss  to  Ireland  AA'oukl  lia\'e  been 
mucli  greater.  It  was  found  that  their  Aveight 
varied  fro*n  120  to  96  grains,  so  that  the  loss  upon 
some  sorts  Avas  30  per  cent,  more  than  even 
alloAA'od  by  f lie  patent. 

272.  Bo  that  as  it  may,  however,  it  is  cer- 
tain that  the  coinage  Avas  A'cry  much  Avanted,  and 
there  is  no  doubt  that  it  was  extremely  Avell 
executed.  Wood  himself,  though  contemptuously 
designated  as  a low  mechanic,  and  a hardAvare 
man,  in  the  controversy  Ave  must  uoav  notice,  Avas 
in  fact  a great  proprietor  and  renter  of  iron 
mines,  and  he  Avas  the  lessee  of  the  mines  in  the 
croAvnlauds  in  thirty-nine  counties.  He  OAvned, 
besides,  several  large  iron  and  copper  Avorks. 
There  was,  consequently,  no  impropriety  in  his 
executing  the  AA'ork,  any  more  than  in  Boulton 
and  Watt  executing  the  copper  coinage  of  Eng- 
land in  1797.  Under  other  circumstances,  the 
new  coinage  would  probably  have  been  received 
Avith  favor. 

273.  But  there  was  at  this  time  in  Ireland,  a 
man  of  turbulent  and  discontented  sj>irit.  Swift, 
the  Dean  of  St.  Patrick’s,  of  a bitter  and  malignant 
teni])er,  be3^)ud  even  the  usual  bitterness  of  ma- 
lignancy of  the  factions  of  those  days.  Hating 
Avith  all  the  hatred  of  a renegade  the  party  in 
poAver,  seeing  his  hopes  of  advancement  for  ever 
blasted  by  the  utter  destruction  of  the  party  he 
had  adopted,  its  leaders  proscribed  and  in  exile, 
and  doomed  to  live  among  a people  he  despised, 
and  in  a country  he  detested,  he  had  long  been 
seizing  cA'cry  opportunity  to  inflame  the  minds 
of  the  Irish  against  England.  Already,  in  1720, 
he  had,  with  his  poAA'orful  iuvecth'e  and  satire, 
quashed  the  ]>roject  for  establishing  a National 
Bank  in  Dublin.  The  imaginary  grie\'ance  of 
W"ood’s  halt-pence  gave  him  the  opportunity  of 
inflaming  the  minds  of  the  people  to  the  Aerge  of 
civil  Avar.  He  had  Avritten  a pamphlet  in  1720 
to  excite  the  Irish  to  use  nothing  but  home  manu- 
factures, for  Avhich  the  printer  Avas  prosecuted, 
and  the  jui\\  overawed  into  giving  a verdict  for 
the  CroAvn  by  the  Chief  Justice.  There  aa'oi'o 
some  circumstances,  hoAvever,  to  lay  hold  of 
in  Wood’s  jiatent.  It  had  been  passed  Avithout 
consulting  the  Lord  Lieutenant  or  Privy  Council 
of  Ireland.  1 he  chief  W^hig  family,  the  Brodericks, 
were  in  an  ill  humour  Avith  Walpole,  and  opposed 
the  grant,  and  Carteret  fomented  the  opposition 
to  embarrass  his  riA'al  in  the  cabinet.  The  Par- 
liament Ava.-  tims  easily  persuaded  to  consider 
itself  insulted,  and  addressed  the  Crown  to  stop 
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the  coinage,  as  involving  a mark  of  subjection  to 
England.  The  Dean  aa'os  not  sIoav  to  seize  the 
opportunity.  Three  letters  appeared  in  the  pa- 
pers, signed  M.  B.  Drapier,  attacking  the  ncAv 
coinage  as  regarded  its  value  audAveight.  There  ; 
was  nothing  in  these  papers  but  the  most  legiti- 
mate objections,  expressed  in  so  cutting  and 
masterly  a style^  that  every  one  knew  that  the  i 
Drapier  could  be  no  other  but  one  man.  The 
most  prodigious  ferment  immediately  arose.  The 
tradesmen  to  whom  the  new  coins  AA'cre  consigned 
gave  public  notice  that  they  Avould  have  nothing 
to  do  AA'ith  them.  Associations  were  formed  to 
• refuse  them.  Apprentices  and  errand  hoys  told 

^ their  employers  they  Avould  not  take  these  drossy 

half-pence,  “ for  they  could  get  neither  ncAVS,  ale, 
tobacco,  or  brandy  for  such  cursed  stuff.”  Swift 
preached  openly  against  the  new  half-pence,  as 
r Avell  as  wi*iting.  He  poured  out  a ]ierfect  fire 

storm  of  ballads,  satires,  squibs,  and  libels,  Avhich 
were  propagated  by  hawkers.  Riotous  processions 
burnt  Wood  in  effigy.  No  man’s  life  Avas  safe 
who  was  supposed  to  favor  him.  The  most  trea- 
sonable and  libellous  pamphlets  circulated  freely, 
Avithout  tlie  Governmeut  daring  to  notice  them, 
so  long  as  they  contained  some  mention  of  Wood’s 
half-pence.  It  was  quite  clear  that  an  attempt 
to  enforce  their  circulation  would  produce  a civil 
Avar. 

274.  Walpole,  at  last  thoroughly  alarmed  at 
the  state  of  things,  tried  to  back  out  gradually 
from  his  position,  without  too  manifest  a confes- 
sion of  the  defeat  of  the  government.  It  was 
proposed  that  the  issue  should  be  reduced  to 

> £40,000.  This,  hoAvever,  did  not  pacify  the 

^ people.  By  a stroke  of  policy,  the  minister 

determined  to  send  Carteret,  Avho  embarrassed 
i him  in  the  cabinet,  and  Avho  for  that  purpose  had 

\ fomented  the  opposition,  as  Lord  Lieutenant  of 

' Ireland.  The  people  being  now  thoroughly 

roused,  the  Dean,  in  a fourth  letter,  threAv  off  the 
mask,  and  asserted  the  independence  of  Ireland. 
Carteret  was  obliged  to  offer  a reward  of  £300 
for  the  discovery  of  the  author,  whom  every  one 
kneAv.  The  printer,  Harding,  Avas  seized  and 
imprisoned,  and  a croAvu  prosecution  begun 
against  him.  One  day,  at  a levee,  the  Dean,  to 
the  consternation  of  the  courtiers,  burst  through 
them,  and  demanded  of  the  Lord  Lieutenant,  in  a 
boisterous  tone,  why  a poor  tradesman,  who  had 
done  nothing  but  publish  three  letters  for  the 
good  of  his  country,  Avas  thus  treated.  Carteret, 
Avho  must  have  been  laughing  in  his  sleeve  at 
the  solemn  comedy,  replied  Avith  dexterous 
urbanity, 

, “ Res  dura,  et  regni  novitas,  me  talia  cogunt 

Moliri,” 

to  the  infinite  relief  of  the  bystanders, 

275.  The  grand  jury  ignored  the  bill,  notwith- 

1 standing  all  the  browbeating  of  the  Chief  Justice, 

r who  had  been  just  barely  successful  a few  years 

I before  in  getting  a verdict  against  the  printer  of 

one  of  Swift’s  former  pamphlets  on  trade.  Tlie 
next  gi-and  jury  of  the  county  and  city  of  Dublin 
presented  Wood’s  scheme  as  a fraud  and  a cheat, 
and  expressed  their  gratitude  to  the  patriots  Avho 
had  exposed  it.  The  Drapier  noAv  Avas  more 
treasonable  than  ever,  and  the  remaining  letters 
are  more  political  than  economical.  At  last, 
seeing  that  the  scheme  was  hopeless,  Wood  was 


obliged  to  surrender  his  patent,  and  received  a 
pen.sion  of  £3,000  a year  for  12  years. 

276.  Factitious  as  the  Dean’s  outcry  against 
the  halfpence  Avas  in  the  main,  he  had  one  strong 
point  at  least  in  his  faA'or.  The  manner  in  Avhich 
AVood’s  patent  Avas  carried  through  Avas  certainly 
a slight  to  the  country.  The  former  patents  had 
been  passed  under  the  great  seal  of  Ireland ; and 
besides  that,  the  patentees  had  always  been 
obliged  to  buy  back  their  own  coin  on  de- 
mand in  gold  and  silver,  AAiiich  in<leed  was  the 
reason  Avhy  they  abandoned  them  as  unprofitable. 
Wood’s  patent  contained  no  such  stipulation. 

277.  In  1725,  a proclamation  avms  issued  to 
make  the  new  gold  coin  of  Portugal  current  iu 
Ireland.  It  aa'us  of  the  Aveiglit  of  1 8 dwts.  9 gi'ns., 
and  made  current  at  £4,  and  its  subdivisions  iu 
proportion.  The  complaints  of  the  want  of  small 
change  Avere  as  loud  as  ever,  and  the  usual  con- 
sequence had  followed,  namely  the  issue  of  tokens 
by  i>rivate  persons.  Numerous  persons  in  the 
north  and  other  parts  of  the  kingdom,  made  cop- 
per and  silA'er  tokens,  which  they  passed  as 
promissory  notes  among  their  workmen,  customers 
and  neighbours,  those  of  copper  for  tAVopence,  and 
those  of  silver  for  threepence.  The  copper  ones 
had  on  them,  I promise  to  pay  the  hearer  two- 
pence, and  the  silver  ones,  I promise  to  pay  the 
hearer  threepence,  and  each  had  the  name  and 
address  of  the  person  avIio  issued  them.  In 
Dublin  they  AA^ere  even  higher.  One  Maculla,  a 
brazier,  issued  a neat  copper  penny  and  half- 
penny, having  on  one  side,  I promise  to  pay  the 
hearer  on  demand  twenty  pence  for  these,  and  on  the 
reverse,  Cash  notes  val.  received,  1729,  James 
Maculla,  Id.  or  id.  In  order  to  remedy  these  in- 
conveniences, the  government,  in  1736,  ordered 
50  tons  of  copper  to  be  coined  five  sixths  into 
halfpence,  at  tlie  rate  of  52  halfpence,  and  the  re- 
maining one  sixth  into  farthings  at  the  rate  of 
104  farthings  to  the  pound  weight.  The  cost  of 
this  to  be  borne  by  the  crown,  and  any  profits 
aboA'e  the  expense  of  coining  to  go  to  the  nation. 
This  was  done,  and  the  new  coinage  Avas  issued 
for  circulation  in  April,  1737,  and  Avas  considered 
a very  fine  specimen  of  coinage. 

278.  The  disproportion  betAveen  the  A'alues  of 
the  gold  and  silver  coins,  compared  to  the  value 
of  the  metals  in  the  markets  of  the  world,  pro- 
duced their  usual  consequences.  Gold  was  over- 
rated by  about  2J  per  cent.,  and  the  silver  coin 
was  melted  down,  and  exported  in  large  quanti- 
ties, in  defiance  of  all  the  laws  and  penalties  to 
the  contrary.  To  remedy  this  many  plans  were 
suggested,  and  many  pamphlets  Avritten.  The 
government  adopted  the  plan  of  loAvering  the 
rating  of  the  gold  coin.  The  guinea  was  rated  at 
*2*2s.  9d. ; the  moidore  at  29s.  3d. ; the  (juadruplo 
pistole  at  £3  13s.;  the  Louis  d'or  at  22s.;  and 
the  Portugal  gold  coin  at  £3  1 7s.  8d.  But  Simon 
says  the  government  mistook  the  remedy.  The 
guineas  were  generally  light,  so  that  any  one  Avho 
had  100  of  them,  instead  of  having  £113  15s.  of 
real  value  as  he  ought  to  have,  had  not  iu  fact 
more  than  £106  5s.  at  a moderate  medium.  The 
owner  of  100  moidores  of  full  Aveight  had  before 
the  reduction  150  pounds,  or,  £144  11s.  8d.,  if 
according  to  Newton,  they  Avere  worth  27s.  9d. 
English,  which  was  *29s.  lid.  Irish.  By  the  pro- 
clamation they  Avere  reduced  to  29s.  3d.,  and 
therefore  the  loss  upon  100,  Avould  be  £5  8s.  4d., 
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■whereas  the  loss  upon  100li<^ht  guineas  wonUl  be 
£7  10s.  Upon£150of  the  current  English  shil- 
lings and  sixpences,  there  was,  on  an  average,  a 
deficiency  of  =£34  12s.  3d.  Simon  says  that  the 
silver  ought  to  have  been  raised  to  an  equality  with 
the  gold,  Avhich  would  have  prevented  the  melt- 
ing and  exportation  of  the  silver  coinage,  which, 
in  1737,  was  so  scarce  that  a well  preserved  half- 
crown  was  a great  rarity  even  among  the  curious. 
They  disappeared  as  soon  as  they  were  issued. 
The  only  current  silver  money  was  English  shil- 
lings, not  worth  more  than  9d.  or  lOd.,  and  six- 
pences not  worth  a groat.  The  reason  of  this 
was  that  silver  was  sold  at  5s.  6d.  the  ounce  in 
England,  and  5s.  9d.  the  ounce  in  Ireland,  making 
a profit  of  about  <£7  Is.  9d.  per  cent,  on  exporting 
it. 

279.  Nothing  requiring  particular  remark  oc- 
curred till  1804,  when  tiie  coinage  of  Ireland  was 
again  in  a most  disgraceful  state.  The  best  des- 
cription of  coins  was  silver,  but  so  light  that  21s. 
were  not  really  worth  more  than  9s.  The  total 
disappearance  of  the  good  money  "was  greatly 
caused  by  the  extravagant  over-issues  of  the 
Dank  of  Ireland,  and  gave  rise  to  the  appointment 
of  the  Committee  of  the  House  of  Commons  on 


Irish  Exchanges,  whose  report  is  fully  noticed  under 
Hanking  IX  Irklano  (§  342.)  An  attenqjt  was 
made  by  some  of  the  members  of  this  committee 
to  procure  an  Act  to  assimilate  the  Irish  and 
English  money  of  account;  but  it  did  not  succeed 
until  1825,  when  an  Act  (Statute  1825,  c.  79) 
was  passed  to  assimilate  the  currency  and  monies 
of  account  tliroughout  the  United  Kingdom  of 
Great  Britain  and  Ireland.  By  this  it  was 
enacted  that  all  jjayments  of  every  description, 
contracted  to  be  made  in  Irish  currency  before 
the  passing  of  the  Act,  should  be  satisfied  by 
payment  of  12-13ths  of  the  amount  in  British 
currency.  I’rovisions  were  made  for  changing 
all  sorts  of  sums  from  Irish  into  English  currency. 
The  Irish  copper  coinage  was  then  called  in,  and 
exchanged  for  British  copper  money;  and  all 
bankers  w'ere-  to  call  in  their  notes  payable  in 
Irish  currency,  and  re-issue  them  payable  in 
British  currency. 

Essay  on  Irish  Coinsy  and  the  Currency  oj 
Foreign  Monies  in  Ireland.  By  James  Simon, 
with  Mr.  Suelling’s  supplement.  Dublin,  1810, 

A view  of  fhe  Coinage  of  Ireland.  By  John 
Lindsay.  Cork,  1839. 
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On  the  Coinage  of  France. 

280.  In  order  to  n ndor  the  history  of  the 
coimtge  of  France  intelligible  to  the  reader,  we 
jirefix  the  measures  of  weight  and  fineness 
formerly  in  use. 

The  fineness  of  gold  was  measured  as  in  Eng- 
land by  the  Carut^  or  the  l-24th  jiurt. 

I’he  fineness  of  silver  was  measured  by  the 
Denier^  which  was  the  1-1 2th  part.  The  Denier 
was  divided  into  24  grains,  and  each  grain  into 
halves,  quarters,  and  eighths. 

The  measure  of  weight  first  used  was  the  Lii're 
or  Pounds  of  12  ounces,  which  were  rather  larger 
than  the  Roman  ounce.  The  Marc  of  8 ounces 
w'as,  however,  afterwards  substituted  for  it,  and 
the  divisions  of  the  Marc  were, 

The  Marc  was  divided  into  8 ounces. 

The  Ounce  ,,  „ S gros. 

The  Oros  „ „ 3 deniers. 

Tlie  Denier  „ ,,  24  grains. 

The  Denier  and  the  Grain  were  thus  both  mea- 
siM'cs  of  weight,  as  well  as  fineness. 

281.  The  Romans  established  mints  at  Treves, 
Lyons,  and  Arles,  at  which  they  coined  both 
gold  and  silver ; and  when  the  Franks  conquered 
the  country,  they  adopted  and  continued  the 
coinage  already  existing.  The  gold  coinage  con- 
sisted of  Sols,  Demi  Sols,  and  Tiers  de  Sol.  The 
Sol  was  coined  at  tlie  rate  of  72  to  the  pound, 
and  w'eighed  96  grains,  or  6 to  the  ounce.  These 
ounces  were,  however,  l-9tii  lighter  than  the 
French  ounces  subsequently  adopted.  The  Roman 
pound  of  12  ounces  was  only  e(pial  to  IO5  French 
ounces.  The  sols,  therefore,  weighed  80^  grains, 
poida  de  marc.  The  half  sols  weighed  42^,  and 
the  tiers  de  sol  28  4-9th  grains.  The  sol  cou- 
timied  to  be  the  general  name  for  the  gold  coin 
until  the  Capetiau  dynasty,  when  the  Florin  was 
adopted 

282.  Gold  coins  were  ordered  to  be  made  of 
pure  gold,  but  some  portion  of  alloy  was  some- 
times mixed  with  them.  In  order,  probably,  to 
guard  against  this,  tlie  Roman  Emi)erors  since 
Yaleiitiniaii,  had  adopted  the  practice  already 
spoken  of,  §oG,  as  being  in  use  by  the  Babylonian 
kings,  of  melting  all  the  money  received  as  tribute, 
and  keepiug  it  in  masses  of  bullion  iu  their 
treasuries,  and  coining  it  as  required,  or  even  pay- 
ing it  away  iu  ingots.  The  kings  of  France 
adopted  this  practice,  as  did  many  of  the  French 
nobility,  until  Rhilip  le  Bel.  In  contracts  and 
laws,  payments  and  fines  were  directed  to  be  paid 
in  pounds,  or  marcs  of  gold  and  silver. 

283.  The  Salic  law  proves  that  the  sol  of  gold 
was  equal  to  40  deniers  of  silver,  (Tit.  1,  § 5.  Tit. 
40.  § 13),  and  the  demi-sol,  and  tiers  de  sol  iu 
proportion.  These  deniers  were  of  silver,  1 1 deii. 
12  grus.  tine,  and  weighed  21  grains.  From  these 
pieces  it  appears  that  silver  w'as  to  gold,  as 
i to  10. 

284.  Money  of  copper,  and  base  metal,  of  the 
^Merovingian  race  is  also  iu  existence,  but  so  worn 
that  it  is  not  possible  to  ascertain  its  weight,  value, 
or  deiiomiiiatiou. 

285.  Besides  these  there  was  the  sol  of  silver 
of  12  deniers.  It  has  been  much  disputed 
whether  this  was  an  actual  coin,  or  only  money 
of  account.  Some  writers  affirm  that  there  were 
actual  coins  of  that  denomination  ; but  none  have 
ever  been  found.  It  would  certainly  appear  more 
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probable  that,  like  the  shilling  iu  England,  until 
coined  by  Henry  VII.,  it  was  merely  money  of 
aceonnt.  If  they  had  been  coins,  they  would 
have  weighed  345  grains:  and  it  does  not  appear 
that  any  coin  of  that  weight  is  known  to  have 
been  struck  in  those  times.  The  sol  of  12  deniers 
is  first  mentioned  hi  the  2nd  Canon  of  the  Council 
held  in  the  palace  of  Estines,  near  Binche,  in 
Hainault,  by  order  of  Carloman,  son  of  Charles 
Martel,  1st  March,  744.  By  tliis,  all  military 
men  who  hold  possessions  from  religious  bodies 
were  ordered  to  ]>ay  every  year  a sol  of  12 
deniers  to  the  church,  or  monastery,  whose 
tenants  tliey  were  {Le  Blanc^  p.  41.).  Iliiicmar, 
Bishop  of  Reims,  speaks  of  the  sols  mentioned 
in  the  will  of  St.  Remy,  which  were  of  gold  and 
worth  40  deniers.  It  would  seem,  tlierefore,  that 
from  these  different  sols  being  specified  on  diffe- 
rent occasions,  that  they  were  distinct,  although 
some  writers  have  maintained  the  contrary, 
saying  that  the  same  sols  were  sometimes  worth 
40,  and  at  other  time.s  worth  12  deniers.  It  ap- 
pears from  the  Capitularies  of  Charlemagne,  that 
Repin  had  commuted  the  penalties  fixed  in  the 
Salic  law  at  gold  sols  of  40  deniers,  to  silver 
sols  of  12  <leniers,  and  this  commutation  was 
confirmed  by  Charlemagne  by  the  41st  Canon  of 
the  Council  of  Reims  in  813,  and  subsequently 
by  Louis  le  Debonnaire.  It  is  also  said  in  the 
Capitularies  of  the  Council  of  Aix-la-Chapelle 
in  797,  that  12  deniers  made  a sol  of  silver. 

286.  The  quantity  of  silver,  however,  in 
these  sols  is  not  known.  Pepin  ordered  that  not 
more  than  22  should  be  cut  out  of  the  pound 
weight,  from  which  we  should  infer  that  it  had 
previously  been  cut  into  a greater  number.  If, 
then,  the  sol  contained  12  deniers  at  21  grains,  it 
would  have  weighed  252  grains. 

287.  Pepin,  the  first  of  the  second,  or  Carlo- 
vingian  race,  was  elected  king  in  751.  In  a 
Parliament  held  at  Vernenil  in  755,  he  ordered 
that  the  pound  weight  of  silver  should  he  cut  into 
22  sols,  of  which  the  moueyer  might  retain  1 as 
payment  for  his  trouble,  and  he  was  to  give  the 
remaining  21  to  the  person  who  brought  the  silver. 
By  this  ordinance,  the  earliest  existing  respecting 
the  French  coinage,  the  denier  was  to  weigh  23^ 


grains, 


which  would  bring  the 


weight  of  the  sol 


to  279  grains. 

288.  This  probably  accounts  for  the  increased 
weight  of  the  gold  sol,  uniler  the  Carlovingian 
race.  The  specimens  of  it  which  exist  are  much 
heavier  than  those  of  the  first  dynasty,  and,  ac- 
cording to  Le  Blanc,  weigh  132  grains.  Now,  as 
the  gold  sol  was  rated  at  40  deniers,  it  was  clearly 
necessary  that  it  should  be  increased  in  weight,  if 
the  silver  deniers  were.  This  seems  to  have 
escaped  the  notice  of  that  excellent  writer,  who 
sui»poses,  ]).  89,  that  the  proportion  of  gold  to 
silver  had  changed  to  11  to  1. 

289.  This  retention  of  1 sol  out  of  22  by  the 
moueyer,  seems  to  have  been  the  first  instance  of 
the  duty,  or  charge,  afterwards  so  extravagantly 
abused,  of  seignorage^  as  it  Wiis  clearly  mucli 
greater  than  was  necessary  for  the  mere  expense 
of  coining.  It  was  wholly  unknown  to  the 
ancients  The  Romans  did  not  even  take  the 
expense  of  coinage,  which  was  done  at  the 
charge  of  the  iState,  as  at  the  English  Mint,  since 
Charles  11.  Any  private  person  might  take 
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his  bullion  to  the  ^lint,  ami  receive  back  ■weight 
for  weight  in  ouns.  Hence  gold  ami  silver  in 
bullion  Avere  exactly  of  the  same  value  as  gold 
ami  silver  in  coin.  It  api>ears  that  this  seignorage, 
or  tax,  was  considerably  increased  by  subsequent 
kings,  and  formed  an  important  jmrl  of  their 
revenue.  Louis  le  Debonnaire  granted  the  right 
of  coining  to  the  monastery  of  St  ^Medard,  at 
Soissons,  and  of  retaining  the  seignorage,  to  be 
appropriated  to  the  services  performed  by  them 
in  honor  of  St.  Sebastian.  Cliarles  the  Bald 
granted  the  same  privileges  to  the  Bishops  of 
Laiigres,  Charles  the  Siuq)lo  granted  to  the 
Chapel  of  St.  Clement  llie  IJHh  ]iart  of  the 
moneyage  or  the  tax  upon  the  money  coined  at 
the  Palace  of  Compiegiie.  Henry  L granted  to 
St.  Magloire  the  tenth  of  all  the  revenues  of  the 
port,  except  that  on  money,  Avhich  he  had  already 
given  to  some  one  else.  Philip  Augustus,  in  1202, 
in  granting  a lease  of  the  :Mint  at  'I'onrnay,  re- 
served to  himself  the  third  part  of  the  moneyage 
levied.  The  private  lords,  too,  who  had  the  right 
of  coining,  were  allowetl  to  levy  this  tax.  But 
its  amount  is  not  kiioAvu  from  the  time  of 
Pe]dii,  who  took  the  22ml  part  of  12  ounces,  to 
St.  Louis,  wlio  coined  the  marc  into  o8  sols,  and 
ket>t  back  0 sols  5 deniers  for  charges  «»f  coining 
and  seignorage.  This  Avas  the  Hltli  part.  A pn>- 
porlionate  tax  Avas  levied  on  coining  gold.  The 
seignorage  Avas  given  up  by  several  succeeding 
kings,  such  as  Philip  of  Valois,  eJohn,  and  Louis 
XIII. 

290.  This  seignorage  or  moneyage,  indeed,  Avas 
one  of  the  principal  sources  of  revenue  which  the 
kings  derived  from  tlieir  domain.  (.Vnijoiued  Avith 
the  right  of  debasing  their  coin,  Avhich  AA^as  ex- 
pressly a.sserted  by  Pliilip  le  Bel  to  be  an  nudoubted 
privilege  of  the  French  king.<,  it  Avas  exactly 
similar  to  the  extraA  agant  abuses  of  paper  mone\' 
in  modern  times.  Charles  VL,  as  Ave  shall  see 
subsefiuently,  declared  that  it  was  I) is  only  re- 
source to  resist  the  damnable  invasion  of  the 
English,  The  necessities  of  Charles  VII.  were 
so  great  that  he  kept  back  three-fourths  of  the 
marc  of  silver,  and  still  more  of  the  marc  of  gold. 
The  grievances  and  coufiisiou  caused  by  this  to 
the  people  were  so  great  that  they  fmnually  agreed 
Avitli  him  to]>ay  him  tallies  and  aids  in  considera- 
tion of  his  giving  uji  tiiis  right.  Tims  tailies  and 
aids  originated  in  France  as  a commutation  oftlie 
right  ot  debasing  and  tampering  Avith  tlie  coinage, 
iis  Ave  lia\'e  already  seen  that  in  England  a tax 
Avas  levied  in  commntalion  of  moneyage,  which 
Avas  attempted  to  be  introduced  after  tlie  Norman 
CtuKjuest.  Under  Louis  VII.  and  Philippe 
Augustus,  towns  and  Avliole  provinces  agreed  to 
a triennial  tax  in  considcratiou  of  the  king  aban- 
doning this  alleged  right. 

291.  Charlemagne  introduced  a change  of 
great  importance  in  the  coinage  of  France,  Avhicli 
AAas  adopted  throughout  Europe,  though  at  Avhat 
time  is  not  certain.  It  appears  fnmi  the  Chron- 
icle of  St.  Gal  tiiat  in  779,  Avhich  aa'us  the  eleventh 
year  of  his  reign,  there  Avas  a seA'ere  famine  in 
France.  To  ajtpease  the  Avratli  of  lleaA'en, 
prayers,  fasts,  and  alms  AA'ere  ordered.  A council 
royal  wa.s  held  at  Heristal,  ami  its  orders  are  in- 
serted in  the  Ca|titularies.  Every  bishop  and 
abbe,  and  abbess  avIio  could,  AA'ere  ordered  to  give 
a pound  Aveight  of  silA'er,  or  its  A'aluci  the  less 
rich  ones,  halt  a pound,  and  the  poor  ones,  5 sols. 


' The  rieli  cornts  were  to  give  one  pound  AA'cighf, 
. and  the  ]>om*er  ones  half  a pound.  The  king’s 
j vassals  Avho  held  200  houses,  AAcre  to  give  half  a 
I pound  ; those  who  held  100  houses,  5 sols  ; those 
Avho  held  oO  houses,  an  ounce  and  a half  of  silver. 

' Besides  that,  thev  and  their  households  Avere  to 
I fast  tAA'o  days,  or  to  commute  it,  the  rich  for 
; throe  ounces  of  silver,  the  middling  ones  for  30 
deniers,  and  the  poor  ones  for  15.  It  thus  clearly 
ap[H‘ars  that  the  iivre  was  divided  into  20  sols, 
and  the  duiier  AAcighed  25  12-20ths  grains. 
Existingspecimens  fully  confirui  this  calculation. 

I So  also  20  deniers  \Ax*ighed  an  ounce.  Le  Blanc 
, says  that  tin  Roman  ounce  Aveighed  57(5  grains, 
i Avliich  Avere  equal  to  512  French  grains  po/ds  de 
marc.  The  division  of  the  pound  AA'eiglit  into  20 
I sols,  and  the  sol  into  12  deniers,  at  this  time,  is 
. fully  confirmed  by  contemporary  AATiters. 

292.  Tiii'  division  is  also  confirmed  by  an 
! ordinance  of  Charlemagne  in  805.  Those  Avho 
' failed  to  app  -ar  at  the  muster  of  the  army  after 

tlie  ban  or  smumons  Avas  ])ublished,  were  to  be 
I fined  30  solidi,  or  a jioniid  and  a half.  He  also 
I appointed  that  tliose  guilty  of  sacrilege  sliould  be 
fined  30  pounds,  or  fiOO  solidi,  as  is  stated  in  a 
decree  of  Pope  John  VIIL,  Avliich  Avas  published 
at  the  Cuiuicdof  Troy,  in  Champagne,  in  879. — 
{Le  Blauc^  p.  95). 

293.  Other  authors  might  be  quoted  if  neces- 
sary to  provi  this,  but  the  foregoing  are  enough. 

. From  this  time,  hoAve\*er,  the  pound  weight  Avas 
divided  into  20  solidi,  or  shillings,  Avhicli  thus 
became  the  pound  in  tale.  And  thenceforAvard 
20  solidi,  or  ^hillings,  Avere  called  a pound,  even 
after  the  Aveight  of  the  solidus,  or  shilling,  aa'us 
greatly  diminished  from  the  twentieth  part  of  the 
i ])oumi  Aveight.  This  has  been  done  in  England, 

I Scotland,  France,  and  Italy,  and  gives  tlie  solu- 
tion of  that  puzzle,  Avliich  is  so  mysterious  to 
many  person — tlie  meaning  of  the  pound  ster- 
ling, and  Avliich  so  many  persons  believe  to  be 
an  iuscrutabli'  niytli.  Le  Blanc  says,  p.  96,  that 
tlie  sols  of  Ciiarleuiague  AVere  equal  to  40  sols  of 
his  day  (1692). 

294.  Charlemagne  not  only  founded  a ncAV 
epo<h  in  the  denomination  and  AA'eight  of  the 
coinage,  but  it  Is  aUo  clear  that  he  adopted  a 
ncAv  staudarti  pound.  The  Merovingian  race  used 
tlie  Komaii  p<  mid,  which  had  been  long  established 
in  the  country.  Charlemagne  took  the  French 
pound  as  hi>  standard  nK*a^ure,  Avhicli  was  12 
ounces,  poids  de  marc,  and  Avas  heavier  than  the 
Homan  pound,  as  12  ounces  of  the  latter  are 
e<iiial  to  only  10^  of  tlie  former.  As  a proof  of 
this,  le  Blanc  cites  the  following  circumstances: 
Fir.^t,  that  the  existing  deniers  of  Charlemagne, 
several  of  Avliicli  are  aacH  preserved,  Aveigh  from 
27  to  28  grains,  and  28  4-5ths  grains,  Avere  the 
2()tii  part  of  tlie  French  ounce  used  in  his  day 
(1692).  From  the  Aveiglit  of  these  deniers,  the 
sol  should  weigh  345^  grains,  poids  de  ?narc, 
Avhich  Avas  very  nearly  tAvo  thirds  of  the  ecu  of 
60  sols.  Beddes  these,  it  appears  from  docu- 
mentary evidi'iice,  that  Charlemagne  instituted  a 
ncAv  pound.  In  a deed  of  the  church  of 
Osnabiirg,  hr  sjieaks  of  Sixty  solidi  of  our 
Aveiglit.”  In  another  deed  of  the  Emperor 
Frederic  II.  in  1234,  a payment  is  ordered  of  100 
pounds  of  tlir  Aveight  of  Charles.  Arnold  of 
Lubeck speak'  of 4, 000 marcs,  to  be  measured  by 
the  imblic  Aveight,  which  Charlemagne  instituted. 
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(Trutter  gives  the  figure  of  a copper  weight  Avith 
the  inscription  on  it,  pfmdus  CaroU. 

295.  ^ In  794,  Charlemagne  issued  a regulation 
respecting  his  money,  it  appears  that  during  his 
perpetnal  Avars,  tlie  money  had  been  someAvhat 
debased,  cither  in  Aveight  or  alloy.  Being  at 
Frankfort  that  year,  he  ordered  that  tlie  deniers 
he  had  recently  struck  should  be  current  throngli- 
out  tlie  Avhole  country,  and  should  be  legal  tender 
in  all  transactions  betAveen  man  and  man,  so  long 
as  they  bore  his  monogram,  ainl  were  of  legal 
Avcight  ami  fineness.  Any  one  avIio  resisted  his 
decree,  or  refused  to  receiv'e  them,  should  bo 
fined.  Forgers  and  false  coiners,  howeAer, 
created  much  confusion,  and  to  put  a stoji  to  this, 
he  issued  a decree  from  Thionville,  in  805,  that 
no  money  should  be  coined  except  in  his  own 
palace.  This  decree  aa'us  repeated  in  stronger 
terms  in  808,  and  the  money  struck  there  Avas 
stamped  wfith  the  Avords  Palatina  Moneta,  Louis 
le^  Debonnaire,  hoAvever,  appears  to  have  alloAved 
mints  in  several  of  his  great  toAA'ns. 

296.  Three  regulations  concerning  the  money 
are  preser\'ed  in  the  Capitularies  of  Louis  le 
Debonnaire,  (814).  The  first  of  these,  made  iu  a 
parliament  held  at  Aix-la-Chapclle  in  819, 
enacted  penalties  against  all  avIio  refused  his 
money,  and  also  was  the  first  Avliich  enacted  a 
penalty  against  false  coiners,  Avho,  on  conviction, 
Avere  to  Iiave  a hand  cut  otf.  Intendants  AA'ere 
sent  throughout  the  provinces  to  publish  and 
enforce  these  ordinances.  Existing  specimens  of 
his  money  proA'e  that  it  avus  of  the  same  Aveiglit  ' 
as  that  of  Charlemagne.  His  denier  w'oighed 
28  4-5ths  grains,  Avhich,  at  the  rate  of  240  to  the 
pound,  Avere  exactly  6,912  French  grains,  or  12 
ounces  poids  de  marc.  The  sol,  therefore,  con- 
tained 14  deniers  9 3-5tlis  grains.  But  it  cer- 
tainly does  not  seem  probable  tliat  any  actual 
coins  of  this  denomination  Avere  struck,  as  in  the 
ordinances  of  Charlemagne,  Louis  le  Debonnaire, 
ami  Charles  the  Bald,  respecting  money,  uothiiig 
but  deniers  are  mentioned. 

297.  In  823,  the  coinage  seems  to  have  fallen 
intoconfusion,  probably  from  clipping  and  forging, 
and  iu  a Parliament  held  at  Attigni,  all  the  money 
previous  to  his  reign  aa'os  called  iu  and  decried. 
In  829,  the  penalties  against  all  avIio  refused  good 
money  AA'ere  republished. 

298.  Charles  the  Bald  (840)  had  the  territory 
knoAvu  as  France  allotted  to  him  by  his  father, 
Louis  le  Debonnaire.  In  854,  in  a Parliament  | 
held  at  Attigni,  commissioners  Avere  appointed  to 
traA'el  through  the  kingdom  to  examine  the  state 
of  the  coinage  and  enforce  the  laAVs  against  clip- 
pers and  coiners.  These  were  reiicAved  hi  861. 
A neAv  punisliment  Avas  added  again>t  those  avIio 
refused  to  receive  good  money  in  payment.  Tliey 
Avere  to  be  branded  Avitli  a redhot  penny  on  their 
foreheads. 

299.  In  a Parliament  held  at  Piste,  in  854, 
important  regulations  Avere  made  resi)ecling  tlie 
coinage.  Persons  of  good  cliaracter  Avere  to  be 
appointed  under  oath  in  all  cities  and  towns,  to 
watch  the  state  of  tlie  coinage,  and  see  that  no 
one  refused  good  money,  or  Avas  compelled  to 
receive  bad.  After  the  feast  of  St.  Martin,  all 
except  uew  and  Aveighty  muaey  Avas  decried,  and 
might  be  seized  if  offered  in  commerce.  Money 
Avas  forbidden  to  be  struck  anywhere  except  at 
the  Palace,  at  Queutovic,  liouen,  Heims,  Sens,  ) 


Paris,  Orleans,  Chalons,  IHelle,  and  Narbonne. 
The  masters  of  the  n spective  mints  Avere  to 
engage  moneyers  nndi*r  solemn  oath  to  perlVirm 
their  duty  faithfiillv,  (o  coin  none  but  ])ur(^  and 
j Avcightv  money,  to  ndiiie  honestly  all  tlie  bullion 
, brought  to  them,  and  to  give  back  the  true  value 
j in  good  money.  Any  one  suspected  of  dislamcstv 
) Avas  to  purge  himself  by  the  ordi-al  of  fire  or 
I Avater.  Any  one  convicted  of  malpractices  should 
lose  his  hand,  as  a lakse  coiner.  Every  one  Avas 
j ordereil  to  bring  his  money  to  the  mints  to  be  re- 
coined, or  exchanged  i'ov  new,  before  the  1st  of 
July,  after  Avhich  it  could  not  Vie  otlVi-cd  in  pay- 
ment under  heaA-y  junialties.  Any  one  avIjo  offered 
liglit  or  base  money  might  be  compelled  to  say 
Avhom  he  got  it  from,  so  as  to  go  back  to  the  person 
Avho  had  coined  it,  Avlio  Avas  to  be  severely  pun- 
ished. Counts  and  other  ollicers  Avere  to"  guard 
vigilantly  again>l  fal>e  coiners,  and  if  any  tied  to 
refuge,  they  Avere  to  be  given  up  on  demand. 
All  persons  were  forbidden  to  juit  any  alloy  into 
gold  or  silver,  or  to  sell  any  except  of  absulute 
purity,  under  the  penalty  of  losing  their  hands. 
4'he  ijomul  of  the  purest  gold  Avas  ordered  to  be 
sold  throughout  the  kingdom  for  12  livres  of 
I silver,  iu  new  deniers;  less  j>ure  gold  might  be 
sold  at  ten  livres.  The  deniers  of  Charles  the 
Bald  ajipear  to  bo  Iieavier  than  tliose  of  Charle- 
magne, for  they  Aveigli  thirty-tAvo  grains,  Avhich 
only  gives  eighteen  to  the  i»omul.  Tlie  remain- 
ing feeble  princes  of  the  Carluvingian  race  did 
not  do  anything  regarding  the  coinage  calling  for 
notice. 

300.  The  Capetian  dynasty  acceded  to  the 
throne  in  987.  They  continued  the  coinage  as 
they  found  it  existing,  and  until  1103  it  avus  of 
absolute  purity.  The  deniers  Avere  the  standard 
coins,  as  smaller  ones  of  alloy  were  struck  for 
small  change.  Before  1068,  tlie  name  of  Soi/Por 
AA'as  disotmtinued,  and  that  of  francs,  or  liorins 
adopted.  It  is  not  certain  Avhen  this  was  done. 
But  the  gold  coin  isspokeuof  as  francs,  or  florins, 
in  a deed  of  gift  to  the  monks  of  Pontoi.se  of 
that  date.  This  sIioaa-s  tliat  John  A'illani  is  in 
error  Avhen  lie  says  that  they  Avere  first  struck  at 
Florence,  in  125*i.  Gold  fiorins  also  are  spoken 
of  in  the  history  of  Normandy,  under  the  date 
1067.  By  this  time  great  confusion  was  cau.sed 
by  cA'cry  considerable  proprietor  in  tlie  country 
assuming  to  himself  tlie  right  of  coinage.  This 
had  been  done  in  consequence  of  the  Aveakness  of 
the  last  Carlovingiaii  kings.  Each  of  these  had 
his  oAvu  Aveiglits  and  measures,  so  that  there  Averc 
sols  and  deniers  of  Paris,  Tonr.s,  Mans,  Anjou, 
Poitou,  Cliartres,  Bordeaux,  Toulouse,  Nevers, 
ami  multitudes  of  others.  The  Dukes  of  Paris, 
hoAvever,  having  become  king.s  of  France,  the 
Paris  AA'eights  Avero  adopted  as  the  royal  money. 
The  earliest  notice  of  the  Paris  sol  is  in  1060,  the 
first  of  Philip  I.  The  Iaa'o  most  important 
Aveights  were  those  of  Paris  and  Tours.  There 
is  much  obscurity  concerning  the  money  until 
1103,  when  it  is  staled  in  tlie  Uhronicle  of 
]\Iail!ezai,  that  there  Avas  great  tribulation  in  tliat 
year,  and  the  deniers  AVere  struck,  debased  Avith 
co|)per,  instead  of  silver.  The  debasement  Avas 
carried  to  the  extent  of  one  third,  or  even  tAvo 
thirds  of  alloy. 

301.  Ill  the  reign  of  Philip  I , sometime 
between  1073  and  1093,  the  pound  Aveight  of  12 
ounces  was  abolished  as  the  standard,  and  the 
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mure  of  8 oiinee:^  ailopted.  Tlii;?  shown  by  tlje  I 
fju't,  that  up  to  lo7o  the  iivre  is  always  mentioned  ! 
in  deeils,  in  luyd  and  subsequently  it  is  always  i 
tile  marc. 

:i02.  Louis  VI.  (1108)  issued  a very  debased  I 
coin.ij^e  in  111*2;  it  was  half  copper  and  half' 
silver.  He  did  it  a^raiii  in  1120,  whieli  made  . 
sneh  confusion  that  he  wiis  ttbli^ted  tv*  )>romise  i 
he  would  not  debase  it  any  further.  In  1144,  the 
marc  of  silver  was  rated  at  40  sols.  In  1158  it 
was  rated  at  58  sols  4 doniers  of  Tours.  Bv  a 
decree  of  the  kiu"  of  England  as  Duke  of  I 
Korinandy,  respecting  the  e.\.chanjre  of  money,  in 
1 158,  it  appeal’s  that  the  sol  of  Tours  was  j^reatly 
more  dimini^lied  than  anv  other.  For  while  the 
marc  of  silver  was  rated  at  53s.  4d.  of  Tours,  it 
was  rated  at  13s  4d.  sterling.  The  gold  money 
of  Louis  VI.  and  Louis  VI I.,  wa.s  the  franc  (For, 
whieli  weighed  70  grains,  and  was  a remarkably 
line  c<hn  for  that  time.  It  had  the  beautiful 
beiir  de  lis  as  an  emblem.  It  appears  certain, 
then,  that  the  tloriu  does  not  originate  witii  the 
Florentine.s,  as  is  generally  snjiposed,  Imt  they 
pntbably  adopted  it  from  the  French.  In  1159, 
Louis  Vll.  exenqtted  the  religious  house  of 
St.  Magloire  from  tiie  tax  of  moneyage,  which 
was  levied  every  three  years  as  a compensation 
for  giving  up  the  right  to  debase  the  coinage. 

303.  Great  obscurity  hangs  over  the  money 
of  Philip  Augustii.s  (1180),  and  Louis  V'll  l 
(1223);  but  we  have  certain  information  of  that 
of  St  Louis  (1220).  He  restored  the  coinage  to 
a certain  degree  of  lineness  and  tixity  of  weight ; 
and  when  tlie  following  kings  produceil  the 
greatest  misery  and  contusion  by  detiasing  their 
money,  it  was  always  the  money  of  St.  Louis 
that  the  peo|)le  demanded,  and  until  the  time  of 
Philip  of  Valois,  it  was  always  the  standard  re- 
turned to  after  every  depreciation.  Xevcrtiieless 
we  have  no  direet  infonnatiou  of  the  period,  and 
it  was  only  by  the  edicts  of  liis  successors  that  we 
are  enabled  lo  ascertain  his  standard.  It  appears 
from  these  decrees  that  St.  Louis  coined  gold 
dcuiers  d Vugncl^  which  tvere  comninniy  called 
moiitom  dor^  from  bearing  tlie  nguns  dei  as  a 
device.  They  were  made  of  pure  gold,  59  l-6th 
to  the  marc,  weighed  3 den,  5 grs.,  and  were  worth 
ten  Paris  sols,  or  12  sols  G den.  of  Tours,  which 
then  were  the  standard  weight.  This  money 
became  very  celebrated  throughout  Europe,  and 
was  continued  till  Charles  VIL,  and  was  imitated 
by  several  foreign  sovereigns. 

304.  St.  Louis  also  coined  the  gros  Tournois 
of  silver,  Avhich  also  became  a very  celebrated 
coin.  Jt  iva-s  the  largest  silver  coin  that  had  yet 
been  struck  in  France.  There  were  58  to  the 
marc,  and  weighed  3 deuiers  graiirs  of  silver, 
11  den.  12  grs.  line.  Le  lilaiic  says  it  was 
worth  9 sols  8 deii.  of  Ids  time.  Out  of  the  58 
Coins  struck  out  of  the  marc,  St.  LouLs  ordered 
that  3 Sols  5 deuiers  Tours,  might  be  retained  as 
seignorage  and  cost  of  coining,  and  the  i*emaimler, 
54  sols  7 deuiers,  given  back.  He  also  coined 
deuiers  of  Paris,  at  221  to  the  marc,  and  deuiers 
of  Tours,  220  to  the  marc.  It  appears  by  an 
ordinance,  that  one  penny  sterling  was  e(|ual  to 
four  pennies  Tours. 

305.  Philip  le  Hard!  (1270)  continued  the 
money  of  his  father. 

Philip  le  Bel  (1285)  has  had  the  honor  of  being 
singled  out  by  Dante  as  a fidse  coiner.  Par.  xix. 


“ Li  si  vedra  il  duol  che  sofH^a  ?>(inna 
Imbieo,  falseggiando  la  monota.” 

••  There  ?ihall  he  seen  the  woe  that  he  shall  pour 

Along  the  Seine,  by  uttering  coin  delxised.” 

irrjyAl’j  Danit. 

lie  is  said  to  have  been  tlie  first  to  adopt 
the  expedient  of  debasing  tlie  coin  on  account 
of  war.  Tliongh  how  such  an  extraordinary 
opinion  became  current  it  is  not  ea.sy  to  imagine, 
considering  I fiat  the  coinage  was  already  dimin- 
ished to  about  one  fourth  part  of  its  original 
weiglit,  and  ulmudaace  of  base  money  had  been 
issueil  long  before.  At  all  events  Philip  has  an 
abundance  ol  royal  companions.  From  this  reign 
we  have  certain  information  respecting  the  French 
coinage.  Tlie  Registers  of  the  Mint  begin  from 
1293,  the  8th  year  of  liis  reign.  Philip  coined 
five  species  of  gold  money,  the  gron  rokil^  worth 
twenty  sols  of  Paris;  the  petit roial^  worth  eleven 
sols  of  Paris,  and  cut  at  the  rate  of  seventy  to  the 
marc,  which  was  then  rated  at  forty-four '}K)inids. 
These  were  of  pure  gold.  The arroinl  dnr, 
was  of  gold  twenty-two  carats  Hue,  sometimes 
also  called  the  grand  florin  by  the  jieople;  the 
agnelel^  W'orth  fifteen  sols  of  Toiir.s  ; and  tlie  reine^ 
of  which  no  specimens  exist,  lie  coined  three 
sorts  of  silvor  coin,  the  gros  Tovrnoi%  and  its 
half  and  thii  d jiarts.  The  groa  was  cut  at  the 
rate  of  fifiy-eiglit  to  tlie  marc,  1 1 den.  12  grs.  fine, 
and  worth  ten  and  a half  Paris  deniers.  For  the 
first  nine  years  of  his  reign,  Philip’s  money  was 
tlie  same  as  that  of  St.  Louis,  but  his  wars  with 
the  Engli^h  and  Flemish  exhausted  his  finances. 
His  dfbaseuieuts  began  in  1294,  when  all  persons 
who  haii  less  than  (JOOO  livres  of  rent,  wove 
ordered  lo  carry  their  ]date  to  the  Mint,  under 
tlie  iieiialty  of  forfeiting  half  what  they  concealed. 
Tile  same  oidoniiance  forbade  any  one  to  export 
gold,  silver,  or  bullion  money  from  the  kingdom, 
and  ordered  every  one  to  receive  the  new  debaseil 
money.  In  order  to  obviate  the  coiilusioii  and 
distress  cau^ed  by  this,  he  issued  letters  jiateut  on 
the  1st  ilay  1295,  pledging  all  Ids  ]>roperty,  and 
tliat  of  his  siiccessiirs,  as  well  as  the  revenues  of 
his  domain,  to  indemnity  all  who  would  take  his 
base  money.  The  (lUeeii  was  joined  in  this 
]n'omise.  Nevertheless,  this  debasement  of  the 
coinage  produced  infinite  distress  and  disorder 
both  in  France  and  neighbouring  countries,  and 
says  Le  Blanc,  p.  187,  the  successors  of  Pliilip  le 
Bel  followetl  his  example,  and  by  this  bad  i>oIicy 
ruined  commerce,  which  made  the  kingdom  unable 
to  resist  her  enemies.  The  council  of  the  king 
who  advised  this,  and  made  a profit  out  of  it,  did 
more  to  ruin  the  kingdom  tlian  all  the  attacks  of 
the  English.  This  debasement  increased  so  fast 
that  in  1301,  the  denier  was  reduced  to  the  third 
part  of  its  > nine. 

303.  Th.-  distress  caused  by  the  base  money 
was  so  intolerable,  that  in  1303,  the  bishops 
ottered  to  give  the  king  two-twentieths  of  the 
income  of  all  their  benefices,  if  lie  would  agree  for 
himself  and  his  successors,  not  to  debas^  their 
money  without  an  indispensable  necessitv,  which 
M as  to  be  determined  by  the  secret  coulu-il,  and 
then  cmifiniied  by  an  assembly  of  barons’  and 
bisliops.  This  proposition,  however,  was  refused. 
As  the  war  with  Flanders  still  continued,  all  sorts 
of  persons  associated  and  offered  the  king  to 
equip  a certain  number  during  the  montirs  of 
Juno,  July,  August  and  September,  on  condition 


that  he  would  restore  hi.s  money.  He  agreed  to  i 
this,  and  promised  to  return  to  ihe  inom*y  of 
St.  Louis  Muthin  a year.  In  December,  the 
people  again  petitioned  iiim  to  n'slore  the  stan- 
dard of  St.  Limis.  A proclaniation  in  accordance 
Avith  this  ]>rayer  was  issued,  de>iring  the  iieojde 
to  bring  ill  (lieir  money,  Avithiii  fifteen  days,  to  the 
Mint,  and  have  it  excimngeil  for  good,  at  the 
expense  of  the  king.  These  promises  were  re- 
newed in  1304.  On  tlie  15th  June,  the  king 
promised  the  clerg>%  that  in  consequeiiee  of  their 
liberality,  the  good  money  should  be  issued  at  the 
feast  of  All  Saints  next.  Pope  Benedict  XI.,  in 
order  to  conciliate  the  king  'vitli  a gilt  which  cost 
him  nothing,  gave  him  cue  year’s  revenue  ot  the 
prebends  avIio  died  in  the  kingdom,  ami  the 
tithes  of  all  tlie  benefices  for  tAvo  year.s,  to  help 
him  to  restore  Ids  money  to  its  ancient  .standard. 
1'lie  clergy,  however,  resisted  this  bill,  saying 
that  the  king  had  already  pledged  Ids  own  ju'o-  | 
perty  to  restore  the  coinage,  and  imb-mnity  the 
sufferers,  'J'Ids  refusal  prevented  the  restoration 
of  tlie  money,  wldeh,  in  fact,  Avas  still  further 
debased,  so  that  tlie  marc  of  silver,  Avldch  at  the 
beginning  of  his  reign  Avas  rated  at  fifty- live  sols 
six  deuiers  of  Tours,  in  1305,  Avas  rated  at  a hun- 
dred and  seventy  s<ds. 

307.  At  last,  hoAVOA’cr,  the  king  couhi  no 
longer  resist  the  complaints  of  the  jieojile.  The 
marc  of  silver  Avas  reduced  to  fiftv-fiAe  sols  six 
deniers,  and  groa  tounioia  Avere  struck  at  that  rate 
of  the  standard  of  St,  Louis.  But  the  base 
money  was  alloAvod  to  be  current  along  with  the 
good,  Avithont  reducing  it  to  its  proi»er  Auihie, 
whieli  caused  great  confusion.  Fop  the  gmv, 
Avhich  by  the  onUmnance  of  the  3rd  May,  1305, 
Avas  ordered  to  pass  for  ten  and  a half  of  the  noAv 
deniers  of  Paris,  Avas  ordered  by  another  ordon- 
nance  to  pass  for  thirty-one  and  a half  of  the  cur- 
rent deniers. 

308.  The  king,  however,  did  not  long  remain 
on  Ids  good  behaviour.  Listening  to  the  perni- 
cious advice  of  two  Florentines,  Musichati  and 
Bichi,  he  soon  debased  it  as  much  as  ever,  so 
that  the  iiriee  of  the  marc  soon  returned  to  one 
hundred  and  sixty-eight  sols.  This  new  fraud 
gaA'e  rise  to  a horrible  sedition  in  Paris.  The 
people  Avishedto  pay  in  debased  money,  not  being  | 
able  to  obtain  the  good,  except  at  a considerable  j 
loss.  The  rich  demanded  payment  in  good 
money,  not  choosing  to  put  np  with  the  loss  on 
the  bad.  The  people  reduced  to  despair,  rose  and 
pillaged  the  house  of  Stephen  Barbette,  the  ' 
master  of  the  Mint,  avIio  A\'as  supposed  to  be  the 
author  of  tliis  measure.  Tliey  then  besieged  the 
Temjile  AA'here  the  king  resided,  knocked  over  his 
dinner,  and  committed  many  other  excesses. 
The  people  Avere  Avith  difficulty  aiqieased,  and 
the  ringleaders  punished. 

309.  The  Estates  met  at  Paris,  and  by  their 
advice  the  king  ordained  that  after  the  next  feast 
of  St.  Remy,  good  money  only  should  be  issued, 
so  ttiat  the  good  groa  tovrnoia  Avhicli  tlien  passoil 
for  three  base  deniers,  should  only  pass  for  one, 
and  the  base  ones  reduced  to  their  proper  Auliie, 
namely,  three  for  one,  and  tlie  oilier  money  in 
France  should  be  retluced  to  its  proper  value. 
That  the  marc  ot  silver  sliould  be  brought  back 
from  one  hundred  and  sixty-eight  sols,  to  fifty-five 
sols  six  deniers,  and  that  the  marc  of  gold  should 
remain  as  before,  at  forty-four  livres  tonriiois. 


Thus  good  money  Ava.s  restored  from  tlie  8th  Rep- 
tiMiibcr  lo  January,  1311.  In  1308,  all  foreign 
money  Avas  decricil,  ami  forbidden  to  be  current. 
In  1.309,  this  order  was  renewed,  and  particularly 
the  sterlings  or  yteimies  of  England,  and  the 
fiorius  of  Florence  Avere  decried.  In  1310,  the 
gold  reinea  were  dt'cried,  and  the  maaaes,  or 
roioux  ihira  QomoiX  out  of  them.  The  king  gave 
154  mares  of  the  best  coined  of  these  as  the  dowry 
of  Daiiella  of  France,  on  her  marriage  with 
Edward  II.  of  England. 

310.  in  1311,  the  king  began  delntsiug  his 
money  again,  to  the  great  dissatisfaetit>n  of  the 
]n‘o]d"e.  Great  (piaiiiities  of  coiiuterteit  money 
Avere  soon  in  circulation.  By  au  ordonnance  of 
.June  1313,  several  of  the  current  ctiins  Avere 
altered  in  tlieir  rating,  and  many  others  cried 
down,  by  Avhich  many  merchants  A\ere  ruined.^ 
He  Avas  then  forced  to  return  to  tlie  standard  of 
St.  L(Uiis,  but  thi.s  only  lasted  till  August  1314, 
Avhen  he  began  a fourth  debasement  of  the  money. 
Tliis  debasement,  as  Avell  as  the  repeated  changes 
in  the  rating  of  the  coins,  so  enraged  the  people, 
that  tlie  king,  on  his  return  from  Flanders,  fbund 
the  Avliole  country  full  of  sedition  and  uproar, 
caused  by  the  ucaa'  taxes  and  the  base  money. 
On  the  ‘iiul  October,  tlie  king  ordered  all  the 
chief  cities  of  the  kingdom  to  send  tAvo  or  three 
notables  to  Paris  by  the  l.-'t  of  Xoveinber,  to 
remedy  the  di-sorders  in  the  coinage.  The  king, 
lioAvever,  died  on  tlie  24th  November,  and  the 
advice  of  the  meeting  was  not  folloAved.  Tlie 
king,  hoAvever,  avus  so  sensible  of  tlie  evils  ot 
debasing  tlie  coinage,  that  in  his  Avill,  he  above 
all  things  most  earnestly  recommended  his  sou  lo 
coin  none  but  good  money. 

311.  Louis  Hutin  (13*24)  to  his  great  indig- 
nation, found  tlie  treasury  ciiqity,  and  angrily 
asked  the  ministers  of  Ids  father  Avhat  had  become 
of  all  the  tithes  collected  by  his  father,  and  the 
])i*ofits  on  debasing  the  money.  The  empty  state 
of  liis  treasury  not  only  ]>revented  him  re.'toring 
the  money  according  to  Ids  father’s  injunctions, 
but  made  him  debase  it  still  more.  Tins,  together 
Avith  some  ikoa'  taxes,  caused  a nearly  general 
revolt  tlii'oughout  the  kingdom.  Charles  ot  \ alois 
AA'as  sent  to  paeify  the  people,  and  he  persuaded 
them  lo  state  tlieir  grievances  in  Avriting,  ami  lie 
jiroiidsed  to  obtain  redress  for  tliein.  1 he  calders 
of  grieA’ances  sent  in  by  the  States,  luundmously 
deiuamled  tlie  restoration  of  the  money  to  tlie 
standard  of  St.  Louis.  The  king  Avas  obligeil  to 
promise  this  restoration,  and  began  by  compelling 
the  barons  and  bisluqis  to  reform  their  money, 
Avhicli  Avas  as  bad  as  his  own. 

312.  It  Avas  at  tins  time  suggested  to  the  king, 
to  bring  the  money  issued  by  the  barons  and 
prelates  under  his  oaa"u  control,  and  forbid  lliem 
to  Coin  any  except  of  a certain  regulated  Aveight 
and  fineness,  and  that  each  should  bear  a peculiar 
mark.  The  king  approving  of  the  idea,  but 
seeing  the  ditficuliy  of  putting  down  the  frauds 
committed  by  them,  determined  to  deprive  them 
of  the  riglit  of  c*nuing  altogether.  But  the  oppo- 
sition AAus  too  strong  for  him,  and  lie  Avas  obliged 
to  content  himself  Avith  fixing  their  Aveight,  tiue- 
uess,  and  mark.  An  ordonuaiice  to  this  effect 
Avas  is.siied  in  1315.  Le  Blanc,  p.  198,  gives  the 
names  of  thirty-one  of  these  barons  and  prelates 
Aviio  Avere  alloAved  to  coin,  and  the  regulations 
atlecting  their  money.  There  were,  hoAvever, 
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sevcrjil  others  who  enjoyed  this  right,  not  men- 
tiniied  in  the  ovdoiinnnce.  It  is  reiiiiirkahle  that 
(iillerent  degrees  of  fineness,  as  well  as  diftoreiit 
weiglits,  were  prescribed  fur  different  persons,  as 
■well  as  the  rate  their  inunev'  should  exchange  for 
witlj  the  royal  money.  The  king  then,  on  tlie 
l^tli  of  January,  IJlfi,  issued  a })roclamation  care- 
fully regulating  his  own  inuiiey  aceiading  to  the 
standard  of  St.  Louts.  The  coins  that  were  to  be 
current  were  named,  and  all  others,  wlicther  of 
gold  or  silver,  or  bullion,  were  deeried  and  ordered 
to  be  broiigltt  into  the  royal  flints  within  one 
month.  All  remaining  out  after  that  was  to  be 
forfeited,  and  in  order  to  increase  the  ‘piantity  of 
money,  no  j»erson  was  to  maki*  any  vessel  of  silver 
for  two  years.  It  was  forbidden  to  give  more 
than  the  mint  ])rice  for  gold  or  silver.  After 
having  wrought  tiiis  good  work,  Louis  Ilutiii  died 
5l!i  June,  l;HG,  leaving  a p^tsihumoiia  son,  who 
died  a few  days  after  liis  birth. 

Gl:J.  rhilip  le  Long  (IJIG)  coined  no  gold 
but  the  moHfotia  of  the  same  weight  and  fineness 
as  those  of  St.  Louis,  ami  his  brother  LouisIIntin. 
On  the  :2.‘lrd  June,  1317,  lie  issued  a jiroehi- 
ination  stating  that  in  conse(|iience  of  the  barons 
and  prelates  having  disobeyed  the  ordonnance  of 
Louis  Ilntin,  n‘garding  the  amendment  of  their 
money,  some  having  greatly  debased  theirs,  and 
connterteited  that  of  the  king,  the  people  were 
]*illaged,  prices  raised,  and  trade  stopped.  To 
sto[i  these  disorders,  the  king  sent  bailiffs  to 
seize  all  the  money  of  the  barons  and  prelates, 
and  send  it  to  Paris  to  be  assayed.  They  were 
fttrbidden  to  coin  any  more  till  further  orders. 
Ihe  king  ot  England  himself  was  not  exempted. 
Ly  a commission  of  December  13th,  1320,  Peter 
ol  Cahor.s,  master  of  the  Mint,  was  onlered  to  go 
to  Bordeaux,  and  other  places  in  Guyenue,  and 
sieze  tlie  Coins  struck  by  the  king  of  England. 

314.  The  evils  of  the  private  Mints  were  so 
intiderable,  that  the  king  determined  to  buy  them 
up.  In  May  13U),  he  bought  up  the  Mints  of  his 
unde  Cliarles  of  ^'aIois,  at  Chartres  and  Anjou, 
for  30,000  livres.  Iti  1321,  he  bought  up  from 
Louis  ot  Clainnont,  Baron  of  Bourbon,  and  Grand 
Chamberlain  of  France,  his  Mints  at  Chiinnont 
ami  Bourbon,  for  15,000  livres.  He  had  fiillv 
determined  that  tliere  should  bo  in  France  on fy 
one  currency,  one  weight,  and  one  measure.  But 
tliis  wise  purpose  was  frustrated  by  the  king's 
death,  in  January  1322. 

315.  Cliarles  le  Bel  (1322)  coined  gold  wmw- 
ton.'t  of  the  same  weight  as  his  predecessors,  till 
13J5,  when  lie  returned  to  double  roials  of  pure 
gold,  and  of  the  same  weight  as  tlie  ifioutons.  He 
continued  the  gmv  tonrnoU.  All  gold  money  ex- 
cejft  the  ague!  was  decried,  and  money  changers 
■Wi  re  appointed  to  exchange  the  current  coins  for 
the  new  ones  at  fixed  rates.  The  war  with  the  I 
English  in  Guyenne  led  him  to  abandon  his  good  ^ 
intentions  respecting  the  coinage.  In  1324,  he  i 
folhiwed  the  example  of  Ins  father,  Philip  le  Bel, 
in  debasing  his  money.  The  gros  tournoi.s  ro.se 
from  twelve  to  twenty  Paris  tleniers.  Charles  le 
Bri  died  1st  I’ebniary,  1328. 

31().  Philipof  VaioLs  succeeded  in  April,  1328. 
He  coined  more  gold  money  of  diti'erent  kinds 
than  any  ot  Ids  jovdecessors.  'J’luw  were  tiie 
pansisj  Worth  a Paris  pound,  or  twenty  Paris  sols; 
the  e.sTW,  of  fine  gold,  from  I33G  to  13*47,  and  then 
twenty-  three  carats  fine,  and  then  further  reduced 


to  twenty-one  carats.  This  money  became  very 
celebrated,  and  more  was  Coined  of  it  than  of  any 
other.  Th'  i’e  were  also  the  lions,  the  pavilions, 
the  couronnes,  the  dunbles,  and  the  anges,  which 
only  continued  for  a very  short  time.  By  an 
ordonnance  in  132J),  the  silver  money  wms  ordered 
to  be  brought  back  to  the  standard  of  St.  Louis, 
ami  this  was  done  in  1330.  To  encourage  people 
to  bring  their  money  to  be  coined,  and  to  gain 
I the  esteem  of  God  and  the  }toople,  he  gave  up  all 
I i>rofit  on  t ie  coinage.  In  13:C2,  every  one  was 
i ordered  to  bring  the  third  part  of  Ids  plate  to  the 
I Mint  to  b('  coineil,  and  nothing  but  the  cost  of 
coinage  was  to  be  charged,  so  that  sixty  gros 
tournois  being  coined  out  of  the  marc,  only  two 
i were  retained  for  cost  of  coinage. 

317.  Blit  this  fair  jiromise  was  soon  dis- 
appointed. In  133(>,  lie  began  to  deba.se  his 
money,  and  this  was  carried  to  such  an  extrava- 
gant letigth.  that  the  marc  of  gold,  which  in  the 
Ix'giiming  of  ills  reign  was  cut  into  41  livres  13 
sols,  in  1342,  was  cut  into  117  livres,  and  the 
marc  of  siKer,  which  was  cut  into  58  sols  in  1342, 
was  cut  into  270  sols. 

318.  In  1343,  he  was  obliged  to  return  to  good 
money.  But  in  1350,  he  began  to  debase  it  again. 
Blit  the  re.^toration  in  1343,  was  not  equal  to  the 
original  sta  ulard  of  St.  Louis,  as  the  gros  tonr- 
iiois,  whicli  was  then  equal  to  12  dealers,  was 
declared  in  1343,  to  be  worth  fifteen.  And  this 
commenced  a permanent  depreciation. 

319.  Matthew  Villaiii  says,  that  this  depreci- 
ation of  tlie  money  alienated  from  him  the 
atfection  of  his  subjects.  It  ruined  many  of  the 
merchants,.  ;ind  drove  trade  away  from  the  king- 
dom. It  also  inqwerished  the  barons  and 
burghers,  so  that  it  seemed  like  a jiulginent  of 
God,  tliat  liaving  such  numbers  of  barons  and 
cavaliers  w ho  had  previously  been  distinguislied 
above  all  the  world  of  deeds  of  arms,  they  now 
never  mot  tlie  English  without  di^hono^,  Philip, 
by  an  onluinance  of  the  17th  January,  1347, 
expressly  claimed  for  the  crown  the  undoubted 
right  of  regulating  the  moneys  throughout  bis 
kingdom,  and  to  fix  their  jirice  as  he  pleased. 

320.  Notwithstanding  this  strenuous  assertion 
of  right,  when  in  1350,  he  determined  to  debase 
the  Coinage,  he  imposed  on  the  officers  and  w'ork- 
men  of  tlie  Mint,  a solemn  oath  that  they  w'ould 
not  reveal  the  debasement,  so  that  merchants 
might  not  find  it  out. 

321.  Thv*  changes  in  the  coinage  are  far  too 
iHinieroiis  for  us  to  recount  here.  In  the  table 
annexed  to  this  article,  will  be  found  the  varia- 
tions in  the  raring  of  the  marc  of  gold  and  silver. 
AVhen  peo]  le  found  that  the  silver  coins  were 
never  the  same  for  a year  together,  they  left  off 
contracting  in  livres  and  sols,  and  adopted  the 
gold  coins,  because  they  w-ere  not  so  frequently 
tampered  with.  By  an  ordonnance  of  the  22nd 
August,  1343,  it  was  strictly  forbidden  that  any 
one  should  be  daring  enough  to  contract  in 
anything  but  livres  and  sols,  under  pain  of  forfeit- 
ing the  merchandize,  and  being  at  the  king’s 
mercy. 

322.  John  succeeded  in  1350.  He  began  by 
coining  eschs  of  gold,  21  carats  fine,  in  1351, 
he  coined  tii-rius  of  pure  gold  at  the  rate  of  fifty 
to  the  marc.  The  usual  result  followed,  they 
were  immediately  hoarded,  and  consequently  the 
coinage  of  them  was  discontinued  within  a month 
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after  it  was  begun.  Gobi  escus  were  then  coined,  | 
18  canits  fine.  In  1354,  moutfoisof  line  gold  were 
coined  at  the  rale  of  52  to  the  marc,  weighing  1 
3 deu.  U)  grs.,  and  rated  at  25  sols.  During  the 
rest  of  this  reign  the  gold  coins  were  always  pure. 
In  13(10,  he  coined  //v/Hc.s  of  gold,  which  weighed 
a drum.  Tliey  were  rated  at  20  sols,  and  thence 
also  called  livres.  These,  coins  became  very  cele- 
brated, and,  in  fact,  their  dwarfed  silver  progeny 
is  still  the  standard  coinage  of  France.  Le  Blanc 
says,  that  the  franc  which  then  was  rated  at  20 
sols,  was  rated  at  140  in  his  day  (1(192.) 

323.  The  misfortunes  of  this  reign  produced 
such  derangenieut.s  of  the  coinage,  as  have  scarcely 
ever  been  equalled  in  any  country  either  before  or 
since.  The  rating  of  the  money  was  changed 
sometimes  every  week,  sometimes  oftener  ! lie 
also  tried  sometimes  to  conceal  the  debasement 
troui  the  public  by  swearing  the  workers  of  the 
Mint  to  secrecy,  about  asseu-^ible  a proceeding  as 
tliat  of  the  ostrich.  The  king,  however,  promised 
to  return  to  ires  forte  nionnatje,  that  is,  to  the 
money  of  St.  Louis,  as  soon  as  the  war  ceased. 

324.  But  the  misfortunes  of  the  kingdom  were 
brought  to  a climax  by  the  capture  of  the  king  at 
the  battle  of  Poitiers,  the  19th  September,  1356. 
The  money  was  then  more  debased  then  ev'er,  so  | 
that  on  the  21st  Alarch,  1360,  the  marc  of  silver  | 
was  ratetl  at  102  livres,  or  2,040  sols!  Great  ' 
tumults  took  place  at  Paris,  in  cousequeuce  of  the 
debased  money  issued  by  the  regent,  to  appease 
which,  it  was  necessary  to  summon  tlie  estates  of 
the  realm.  At  their  meeting  the  bishop  of  Laou 
strongly  enforced  the  necessity  of  restoring  the 
money,  on  which  condition  they  ])romised  the 
regent  30,000  men.  The  daiqdiin  renewed  the 
promise  of  his  father  to  coin  good  money,  and  not 
to  change  it  again.  In  consequence  of  the  intol- 
erable evils  of  base  money,  he  promised  to  coin 
montons  ov  florins  of  pure  g*dd,  52  to  the  marc,  to 
pass  for  30  sols  tournois.  The  estates  of  Laugue- 
dtic  having  voted  the  king  a considerable  subsidy, 
demanded  a restoration  of  the  coinage,  which  was 
granted  on  the  23i'd  November,  1356.  In  accord- 
ance with  tills,  new  gros  were  coined  at  the  Mints 
of  Figeac,  Toulouse,  Agon,  and  Montpellier. 
But  this  good  money  was  oiie-half  alloy,  and 
passed  for  12  deuiers  tournois.  This  money,  base 
as  it  was,  was  still  one  half  better  than  the  money 
in  the  other  provinces,  which  was  only  four 
deuiers  fine.  In  January  1358,  the  estates  met 
at  Paris,  and  authorized  the  regent  to  coin  debased 
money,  and  retain  one-fifth  of  the  profits  for  the 
expenses  of  the  war.  On  the  30th  August,  1358, 
the  rating  of  the  marc  was  reduced  from  13  livres 

10  sols,  to  6 livres  15  sols.  The  misery  caused 
by  the  w'ar  was  so  great,  that  they  endeavoured 
to  palliate  it  by  depreciating  the  coinage,  so  that 
in  March  136*0,  the  marc  of  silver  was  rated  at 
102  livres,  and  the  gold  escu  at  11  livres.  In 
that  month,  however,  they  suddenly  returned  to 
forte  monnwje,  the  silver  marc  was  reduced  to 

1 1 livres,  and  the  star  gi*oats  which  passed  for 
30  deuiers,  were  reduceil  to  two. 

325.  On  his  return  from  captivity,  John 
determined  to  restore  the  coinage.  On  the  5th 
December,  1360,  he  issued  an  ordonnance  from 
Compicgiie,  that  new  money  of  fine  gold  was  to  be 
coined  at  the  rate  of  63  to  the  marc,  ot  which 
three  were  retained  for  seignorage.  They  were 
to  be  called  francs,  and  to  pass  lor  20  sols. 


Gros  of  fine  silver  were  coined  at  84  to  the  marc. 
'I’lie  marc  of  silver  Avas  rateil  at  five  livres,  and 
that  of  gold  at  sixty  livres;  so  the  proportion  of 
silver  to  gold  was  one  to  twelve. 

326.  To  show  how  utterly  impossible  it  is  for 
us  to  c»>nvey  to  our  readers  an  adequate  notion  of 
of  the  mtiuetary  disorder  of  France,  avc  may 
mention  that  Le  Blanc  gives  a table  of  the 
variations  in  the  rating  of  a single  coin,  the  gold 
tlorin  during  twelve  years.  From  !March  1346, 
to  .March  1357,  it  underwent  118  changes  of 
rating,  varying  from  ten  sols  up  to  filty-three. 
It  was  frequently  changed  several  times  in  a 
month. 

327.  Cliarles  V.  (1364,)  coined  gold  fleurs  de 
Us,  to  pass  for  20  sols.  They  soon  came  to  be 
called  by  the  name  of  francs,^  which  already 
denoted  a coin  of  twenty  sols.  From  his  experi- 
ence as  dauphin,  during  the  disastrous  wars  and 
cai>tivity  of  las  father,  he  had  learnt  that  the 
debasement  of  the  coinage  had  greatly  im- 
poverished France,  and  Avas  partly  the  cause  of 
the  political  troubles  tliat  had  so  cruelly  torn  the 
country.  The  Avise  king  having  greatly  at  heart 
to  repair  the  evils,  and  restore  the  country  to 
its  ancient  grandeur,  paid  the  greatest  attention 
to  the  state  of  the  coinage.  Nicolas  Oresnie, 
bishop  of  Lisieux,  Avho  had  been  his  tutor,  Avrote 
a treatise  against  the  constant  changes  in  the 

I rating  and  the  debasement  of  the  coinage. 

328.  Charles  VI.  (1380)  in  1385,  coined  gold 
covnoiHCs,  sixty  to  the  marc,  and  rated  at  22  sols 
6 den.  tournois  each.  This  money  continued  to 
be  odned  till  the  lime  of  Louis  XIII.,  and  other 
coins  Avhich  Avere  not  coutiiuied  beyond  his  reign. 
He  also  coined  sil\-cr  gros  at  twenty  deuiers,  and 
others  at  fifteen  deuiers.  But  the  good  custom  of 
his  father  Avas  abandoned,  and  theAA'eight  and 
fineness  of  the  sih'er  coinage  Avas  often  changed, 
but  iiCA'or  the  rating.  At  the  beginning  of  his 
reign  the  gold  marc  Avas  rated  at  63  livres  17  sols 
6 deuiers,  and  the  silver  marc  at  5 liA'res  16  sols. 
This  continued  till  the  chronic  pest  of  France,  the 
AA'ars  AA'itli  the  English,  caused  them  to  try  again 
the  ineffectual  remedy  of  debasing  the  coin.  In 
1420,  the  gold  marc  Avas  rated  at  171  livres  13  sols 
4 den.,  and  the  silver  marc  at  28  livres.  This 
Avas  done,  said  one  ordonnance  ot  the  king  in  1418, 
to  resist  the  English  enemy,  and  his  damnable 
inva.sion,  and  because  he  had  no  other  reA*enue 
from  his  domain.  Good  money  Av'a.s  restored  in 
1-12L 

329.  Charles  VII.  began  his  disastrous  reign 
in  1422.  He  did  not  coin  any  iicav  sort  of  money. 
But  as  usual  during  troubled  times,  the  Aveight, 
fineness,  and  denomination  Avere  repeatedly 
changed,  as  is  sufficiently  shoAvn  in  the  table 
subjoined  to  this  article.  The  dauphin  aa'us  de- 
clared regent  in  1418,  in  consequence  of  the 
incapacity  of  the  king,  and  he  set  up  his  court  at 
Boiirgcs.  IIo  restated  to  the  usual  plan  of  depre- 
ciating the  coinage  to  so  groat  an  extent,  that  the 
marc  of  silA'er,  AV'hich  in  1418,  AA*as  rated  at  nine 
Uatcs,  was  rated  at  ninety  in  1422,  and  thereof 
tournois,  Avhich  AA^as  at  first  rated  attAAx*iity  demers, 
ami  AA'as  5 deu.  8 grs.  fine,  at  the  rate  of  eighty  to 
the  marc,  Avas  reduced  to  eight  grains  only  fine, 
and  cut  at  120  to  the  marc.  Thus  the  sih'er 
marc,  Avliich  Avas  recei\'cd  at  the  Mint  at  ninety 
livres,  Avere  debased  there  doAvu  to  361  livres 
10  sols,  so  that  the  king  retained  as  seignorage 
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270  livrcs  10  sols  on  each  marc.  The  frohl  marc 
vvas  etinally  debased,  it  was  received  at  the  Mint 
U 3*20  livres,  and  debased  to  *2,847  Hvres.  the  escu 
passing  tor  torty  livres.  This  del»asemeiit  pro- 
iuced  so  much  confusion  and  distress,  that  he 
was  obli^red  to  return  to  good  money  in  October, 
1422.  The  silver  marc  was  reduced  from  90,  to 
7 livres  10  sols.  The  gold  marc  was  reduced  to 
“to  livres,  and  the  gold  escu  was  reduced  from 
40  livres  to  20  sols.  Thus  the  money  was  reduced 
:o  l-40th  part  of  its  nominal  value.  This  restoi-a- 
:ion,  however,  was  not  preserved,  but  the  debase- 
aicnt  was  not  nearly  so  bad  as  at  first.  I'lie  mai  c 
A silver  rose  to  15  or  20  livres,  but  in  1454,  the 
.iountry  was  finally  delivered  from  the  English, 
md  it  was  then  reduced  to  8 livres  15  sols,  and 
:he  gold  marc  rated  at  100  livres. 

330.  In  1436,  Paris  was  recovered  by  her 
egitimate  king,  and  the  famous  Jactpies  Caair 
was  made  master  of  the  ]\Iint.  lie  coined 
•ourottnes  of  fine  gold,  seventy  to  the  marc,  and 
*ated  at  tweuty-five  sols.  Tlie  rating  of  these 
Joins,  however,  was  changed,  ami  what  was 
■itranger,  was,  that  they  were  rated  diffei-ently  in 
Normandy  from  the  other  provinces.  For  the 
^vc//,  M’hicli  passed  for  27  sols  6 dens,  in  the  rest 
if  France,  >vas  rated  at  30  sols  in  Normandy. 

331.  Louis  XI.  (1461)  coined  onlv  ej<cus^  and 
uilf  escHs  of  gold,  *23  l-3rd  carats  fine.  They 
were  of  two  sorts,  the  couronnes  at  seventy-one  to 
he  marc,  and  the  soIeiLs  at  seventy  to  the  marc. 
The  latter  were  first  coined  in  1475,  ami  super- 
ieded  the  couronnes.  In  silver  he  coined 

11  den.  T2  grs.  fine,  which  weighed  a diain,  and 
lassed  for  2 sols  6 dens.  The  silver  marc  was 
*ateJ  at  8 livres  15  sols,  and  a seignorage  of  five 
^ols  was  taken.  The  marc  of  gold  was  rated  at 
loo  livres,  and  on  this  a seignorage  of  25  sols  5 
leas,  was  taken.  A great  number  of  foreign  coins 
were,  however,  alloAved  to  pa^s  ciUTcnt. 

332.  Ill  1473,  it  was  found  that  the  good 
French  coinage  Mas  being  exported  to  foreign 
■ountries,  and  alter  niueh  discussuui  the  rating  of 
he  gold  and  silver  marcs  M as  altered  to  check  it. 
The  marc  of  gold  mus  rated  at  110  livres,  and 
hat  of  silver  at  10  livres.  This,  hoM'ever,  not 
iroviiig  successful,  in  November  1475,  the  gold 
iiarc  Mas  raised  to  118  livres,  and  the  silver 
iiarc  left  at  ten.  The  gold  escus  M*ero  raised 
roll!  30  sols  3 dens,  to  33  sols.  All  foreign  money 
vas  decried,  except  that  of  England,  and  the 
hikes  of  Burgundy  and  Bretagne,  M liieh  M'ere 
ried  down  in  1479,  but  the  king  of  England 
laving  remonstrated  against  tliis,  his  money  M'as 
igain  allowed  to  be  current  in  January  1480. 

333-  Louis  XI.  was  very  jealous  of  tlie 
uvasion  of  his  prerogative  of  coining  niouey.  lie 
leclured  M'ar  against  the  Due  do  Bretagne  for 
oiiiing  gold  money.  This  war  Mas  called  that 
f t/te  public  good,  and  M as  ended  by  the  treaty 
' f the  Bois  do  Vincennes,  1st  October,  1465. 
>iie  of  tlie  conditions  of  the  treaty  Mas  that  the 
• !uke  might  coin  gold  at  his  Mint,  M'liich  might 
te  current  throughout  the  m hole  kingdom.  The 
ing,  pressed  by  his  enemies,  M^as  obliged  to 
: ecogmse  in  the  treaty,  the  ancient  right  of  the 
t ukes  of  Brittany  to  coin  gold,  but  this  M'as 
3 otoriously  contrary  to  historical  evidence,  for  in 
391,  Charles  \ 1.  had  sent  the  duke  of  Berry 
' • ith  several  of  his  principal  councillors,  to  com- 
] lain  to  the  duke  ul  Brittany  that  he  coined  gold 


and  silver,  having  only  the  right  to  coin  billon 
or  mixed  money.  Louis,  however,  acconled  the 
]u*ivilege  of  ci-iiiing  gold  and  silver  to  his  brother 
Charles,  Mhom  he  ticrsiiaded  to  take  Guyenne, 
and  other  lar^e  districts  of  country,  in  exchange 
for  CIiam]>agne.  He  also  gave  the  same  privilege 
to  the  Prince  of  Orange. 

334.  Charles  Ylll.  (1483)  coined  the  same 
sort  of  gold  money  as  his  father,  and  in  1488,  on 
the  death  of  the  duke  of  Brittany,  ]u*etending  that 
the  province  bclongetl  to  the  croM  n,  invaded  it, 
and  captured  many  of  the  principal  toM'iis.  The 
duke  had  left  one  daughter,  Anna,  and  to  end  all 
disputes  aboui  the  coinage,  and  the  sovereignty  of 
tlie  province,  ihe  king  adopted  tlie  sensible  course 
of  marrying  the  young  duchess  in  1491. 

335.  In  1-187,  the  rating  of  the  good  coin  M'as 
altered  in  the  futile  hope  of  preventing  its  bring 
exported.  The  gold  escu  was  raised  to  thirty-live 
sols,  and  the  other  current  gold  coins  in  jiropor- 
tion.  Ill  1488,  the  silver  marc  Mas  rai.sed  from 
ten  to  eleven  tivres,  and  the  silver  coins  in  pro- 
liortion. 

336.  Louis  XII.  (1497)  coined  gold  escus  an 
soldi  of  the  same  Meiglit  and  iiueiiess  as  his 
father.  He  is  remarkable  as  being  the  first  to 
put  the  date  on  these  coins.  This  M'as  done 
perhaps,  to  mark  the  year  of  his  marriage  M'ith 
the  duche.ss  of  Brittany,  1498,  as  it  was  not 
atlopted  as  a custom  till  Henry  II.  U]i  to  15J3, 
he  coined  gros  in  silver,  but  in  tiiat  year  he  dis- 
continued them,  and  coined  testons  instead,  so 
called  from  having  his  head  on  them.  They  Mere 
of  silver,  XL  deuiers,  grains  tine,  and  cut  at  254 
to  the  marc,  and  jtassed  fur  10  sols,  tournois. 
The  silver  marc  Mas  rated  at  12  livres  10  sols. 
TTie  lesiotis  weighed  7 deniers  12J  grains,  and 
were  the  hcav test  money  yet  coined  in  France. 
These  coins  continued  to  be  struck  till  Henry  III. 
Louis  Xll  made  no  change  in  the  rating  of  the 
marc,  or  the  money  of  gold,  and  only  one  in  that 
of  the  marc  ot  silver. 

^ 337.  Fraiu  is  L (tol5)  at  first  coined  money 
similar  to  that  of  his  jiredecessor,  namely  escus 
at  70  to  the  marc.  In  1519  tlieir  fineness  was 
diminished  a (piarter  of  a carat,  and  their  weight 
three-quarters  of  a grain.  In  1538  their  fineness 
was  further  diminished  3 carats.  In  1541  some 
escus  M'ere  coined,  wliich  w'ere  remarkable  as 
being  the  firai  on  which  the  date  was  given; 
though  this  WHS  not  adopted  as  a regular  practice 
till  the  following  reign.  In  order  to  trace  any 
bad  money  to  its  pro|>er  source,  each  mint,  in 
1539,  was  ordered  to  bear  a distinguishing  letter 
on  its  coinage.  By  this  ordomiance  it  appears 
that  there  were  then  25  mints  in  France. 

Francis  coined  only  testons  and  demi-testons  in 
silver.  They  Avere  depreciated  as  well  as  the 
gold  coinage  during  tliis  reign.  In  1516  their 
fineness  Avas  X I,  deuiers  18  grains,  and  they  AA'ere 
coined  at  *25 J to  the  marc.  In  1521  the  fineness 
Avas  reduced  to  XL  deniers  6 grains.  The  marc 
of  silver  Avas  lated  at  14  livres  at  the  end  of  this 
reign,  and  the  marc  of  gold  was  raised  35  livres 
4 sols.  2 dens.  It  being  found  that  inferior  foreign 
money  Avas  imported,  and  the  French  exjiorted, 
the  gold  escu^  Avhkh  passed  for  36  sols  3 deniers 
in  1519,  was  raised  to  40  sols,  and  in  153*2  lo  45 
sols.  The  rating  of  the  silver  coinage  was  raised 
in  like  propoitioii.  This,  however,  Avas  found 
iueliectual ; and,  says  Le  Blanc,  such  plans 
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ahvays  Avill  be  useless,  unless  the  currency  of  ] 
foreign  money  is  forbidden,  and  gold  and  silver 
rated  proportionably  to  their  value  in  iieighbuur- 
ing  countries.  He  says  that  the  English  always 
understood  these  matters  belter  tliaii  other  iia-  1 
tions. 

338.  Henry  IL  siiceecded  his  father  Francis  I. 
in  1549.  He  coined  gold  escus,  23  carats  fine, 
and  7 1-I6th  to  the  marc.  Tliere  Avere  also  half, 
quarter,  and  double  escus;  the  latter  were  called 
Henris.  And  in  1549  two  novelties  Avere  intro- 
duced, to  the  great  relief  of  numismatists,  namely 
the  year  of  tlie  coinage,  and  the  dislingui>hing  i 
muuber  of  the  king. 

A ueAv  coinage  of  Henris,  hoAA'ever,  was 
ordered.  They  Avere  23  carats  fine,  and  67  to  | 
the  mare.  The  AAorkmaiiship  of  the  coin  Avas  i 
greatly  inqn'oved  by  means  of  a new  press.  In 
1549,  the  price  of  the  marc  of  gold  was  rai>ed 
6 livres  12  sols  5 dens.,  and  now  stood  at  172  ' 
livres.  The  gold  escu  was  rated  at  46  sols.  The 
jirice  of  the  silver  marc  Avas  raised  to  15  livres,  ; 
and  the  ttstoii  to  XI.  sols  4 dens.  These  ratings 
of  bullion  and  the  coinage  remained  the  same 
till  the  17lh  August,  1561,  as  the  dies  of  liemy 
II.  Avere  used  till  that  date,  iiutwithstandiug  the 
reign  of  his  sou  Francis  11.  fm*  17  mouths. 

339.  Charle.s  IX. succeeded  his  brother  Francis 
II.  in  Ueceinber,  1560.  In  1561,  a new  coinage 
of  gold  e.seiis  was  struck.  Their  weight  Avas 
dimini>lied  1 grain,  and  their  rating  raised  4. sols.  ' 
They  Avere  tlieu  made  current  at  50  sols,  but  as  j 
they  passed  fur  more  than  that  Avith  the  public,  1 
they  Avere  raised  to  54  sols  in  1573.  The  marc, 
of  gold  Avas  then  rated  at  200  livres,  that  of  silver  j 
at  17  livres,  and  the  testuii  raised  to  13  sols. 

340.  Henry  HI.  succeeded  his  brother  in  ' 
1574.  He  struck  no  new  coins  till  July,  1575. 
The  first  he  struck  were  gold  escus  23  carats  fine,  I 
aud  724  to  the  iiiarc-.  Double  and  quadruple  j 
escus  Avere  also  struck.  In  silver  he  struck  testons 
and  demi-testons,  as  well  as  tM'O  new  species, 
franc.s,  Avilh  their  halves  aud  ((uarters,  and 
quarter  and  half-quarter  escus.  Tlie  francs  Avere  | 
of  silver  10  deniers  fine,  17^  to  the  marc,  aud 
Aveighed  1 1 dens.  1 gr.  They  pa.ssed  for  20 
sols.  TTiey  then  became  the  money  of  account, 
and  have  continued  so  ever  since. 

The  quarter  escus  of  silver  Avere  struck  in  I 
October,  1580.  They  Avere  deniers,  fine,  25  1-5 
to  the  marc,  and»weighed  7 deniers  12  grains,  and 
jiassed  for  15  sols,  lu  1575  the  gold  escu  M'as 
rated  at  60  sols. 

341.  The  civil  disorders  under  Henry  III. 
Avere  attended  Avith  their  usual  consequence,  a 
great  disorder  in  the  coinage.  Tlie  gold  escus 
had  beeu  raised  to  60  sols,  but  they  jiassed  cur- 
rently at  6»  sols.  To  remedy  tliih  iiicoiivenience 
many  coiis-ultations  Avere  held  Avith  those  who 
Avere  sujiposed  to  be  most  skilful  iu  such  afiairs. 
The  Cour  dcs  Monnayes  recomiiieuded  that  a 
general  meeting  should  be  suiiiiuoaed  of  the  ino^t  ' 
experienced  persons  in  the  jn-iucipal  towns  iu  , 
the  kingdom,  to  consider  Avhat  measures  should  j 
be  adopted  to  remedy  these  disorders.  They  also  ! 
recommended  that  the  subject  should  be  brought 
before  the  States  General,  M'hich  Avere  to  meet  at  , 
Blois  in  December.  They  presented  a memorial  I 
to  the  king,  fully  and  minutely  detailing  the 
great  public  incouveiiieiice  of  this  monetary  dis- 
order, The  States  after  considering  this  reinou- 


strance,  resolved  to  reduce  the  gold  escu  to  60 
sols.  But  they  Avere  unable  to  elfecl  this,  au-i 
they  Avere  obliged  to  fix  it  tempvu'arily  at  65  sols. 

The  CoH/‘ p» till I(m1  out  thit  this 
Avould  be  inetrectual,  and  lurther  recommended 
that  the  mode  of  coinputing  by  sols  and  livres 
should  be  aliolished.  They  pointed  out  the  un- 
fainies?^  to  one  or  other  of  the  contracting  parties, 
Avheii  the  rating  of  the  coins  Avas  changed  so  fre- 
(pienlly,  and  advised  that  the  mode  of  reckoning 
should  be  changed  from  livres  and  sols  to  escus. 
This  proiiosal  Avas  deemed  so  important  that  a 
meeiiug  of  all  the  jiersons  must  learned  iu  mone- 
tary matters  Avas  held  at  Paris,  at  the  house  of 
the  Cardinal  de  Buurbon.  The  plan  was  warmly 
debated,  but  the  advice  of  the  Cour  des  Monnayes 
A\*as  finally  adopted,  and  an  ordoiinance  is>ued  to 
that  elfect,  containing  all  the  necessary  regula- 
tions for  adopting  this  change  on  the  1st  of 
January,  1578,  ami  for  converting  all  current  en- 
gagements contracted  Iu  livres  and  sols  to  their 
equivalent  in  escus,  at  the  rate  of  60  sols  to  the 
escu. 


342.  Henry  III.,  died  in  August,  1589,  and 
the  Cardinal  de  Bourbon  was  proclaimed  king  by 
the  faction  of  the  League,  by  the  name  of  Charles 
X.  He  struck  money  similar  to  Henry  HI. 

343.  Henry  IV.,  the  legitimate  successor, 
struck  money  immediately  after  the  death  of 
Henry  III.,  of  the  same  AAeighl,  fineness,  and  de- 
nomination. During  the  civil  m ar  the  e^cu  had 
risen  in  current  usage  to  64  si.ls,  aud  even  higher, 
lu  1594,  Avhen  Henry  iV.  obtained  possession  of 
Paris,  it  Ava-s  reduced  to  t;o  sols,  as  fixed  by  the 
edict  of  1577.  The  franc  avus  also  brought  back 
to  20  sols.  In  1602,  the  mode  of  accounting  by 
escus  Avas  abolished,  and  that  by  li\res  restored. 
At  the  same  time  the  gold  escu  Avas  raised  to 
65  sols,  ami  the  frauc  to  21  sols.  The  marc  of 
gold  Avas  rated  at  240  lUres  10  sols,  and  that  of 
silver  at  *20  livres  15  sols.  Foreign  money  was 
also  allowed  to  be  current.  The  restoration  of 
tlie  mode  of  eonntiiig  by  livres  AViis  not  found  to 
IniA'e  the  elfects  expected.  The  gold  e.scu  con- 
tinued to  rise,  and  iu  1609,  usually  passed  current 
at  72  sols,  to  the  great  surprise  of  tho>e  who 
advised  the  edict  of  1602.  Many  coll.^ullatious 
aud  discu^sions  Avere  held  before  the  king  on  tliis 
unexpected  state  of  things.  But  the  oidnioiis 
Avere  so  divided  tliat  uotliiiig  could  be  done.  The 
only  thing  they  all  agreed  in  Ava.s  that  foreign 
money  should  not  be  alloAved  to  pass.  The  death 
of  the  king  on  the  14lh  May,  1610,  jmt  an  end 
to  the  coulereiices,  wliich  Avere  reneAved  under 
the  Regency,  but  led  to  no  result. 

344.  LoiiisXllI  succeeiieii  his  father  the  14th 
May,  1610,  but  made  no  change  iu  the  coinage 
till  March,  1640,  Avheii  orilers  avlic  given  to 
sti  ike  a ncAV  coin,  to  be  called  L<mis  d'or.  It 
Avas  of  gold,  22  carats  fine,  and  coined  at  36^  to 
the  marc.  It  thus  Aveigiied  5 deniers  6 griis.,  aud 
AA'as  rated  at  10  livres.  Half  and  double  Ionises 
were  also  struck. 

In  1641,  the  king  ordered  a hcav  silver  coin  to 
be  struck,  to  be  called  the  Louis  iT argent  of  the 
A'alue  of  60  sols.  The  silver  Avas  XI  deuiers 
line,  and  8 li-12ths  to  the  marc,  and  weighed 
21  deniers  bgrain.s.  Louises  of  30,  15,  aud  5 
sols  were  al>o  struck.  The  Ionises  of  60  sols 
Avere  also  called  escus  hlancs.  They  were  the 
heaviest  and  most  beautiful  silver  coins  Avhich 
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h;  d yet  heen  struck.  The  dies  were  made  hy 
t\  ; celebrated  Varin.  The  evil  of  the  rise  of 
tl)  ? money  increased  even  faster  in  this  reign 
til  ui  before.  In  the  course  of  *2G  years  the  price  1 
ot  the  gold  escu  had  risen  G9  sols.  | 

The  edict  of  Henry  IV.  in  lG0‘i,  per- | 
m tting  the  currency  of  foreiirn  money  had  caused  | 
Vi  St  quantities  to  be  imported,  atid  in  consetiiience 
of  the  diHerence  of  rating,  theFrcncli  money  was 
e?  i>orted.  To  remeily  this,  many  conferences 
w re  held  with  the  most  experienced  persons  in 
til  ‘ chief  commercial  towns,  and  they  advised 
th  it  all  the  ditferent  pieces  should  be  reduced  to 
th  ir  current  market  value.  The  gold  escu  was 
ra  sed  to  75  sols,  aiidtfie  value  of  the  foreign  gold 
m tiiey  settled  in  itropurtiou.  The  rating  of  the 
in  irc  of  gold  was  raised  to  '27 livres  6 sols.  6 dens , 
th  It  of  silver  was  ‘20  Hvres  5 sols.  4 dons.  Thus 
til  ■ jiroportioii  of  gold  to  silver  was  1 to  13- 
7- lOths.  Tliis  ordouiiaiice  took  effect  in  1615. 
Ii  1631,  furtiier  changes  were  found  necessary. 
Ii  February  the  gold  cscu  was  raised  to  sols, 
aid  ill  August  to  83.  In  July,  1633,  it  was 
rji  sed  to  86,  in  March,  1637,  to  94  soU,  and 
in  June  to  104.  The  marc  of  gold  was  then 
ra  ed  at  384  livres,  and  that  of  silver  at  ‘25.  The 
si  v'er  franc,  which  Henry  III.  at  struck  had  *20 
so  s,  was  raised  to  27.  In  1640  the  coinage  was 
gi  *atly  depreciated  by  clipping,  and  it  was  found 
m pessary  to  decry  all  light  gold  pieces.  The 
cl  ppers  then  set  "to  work  on  the  silver  money ; 
lu  1 in  1641  it  was  found  necessary  to  order  that 
al  silver  money,  both  French  and  foreign,  should 
oi  ly  be  received  by  weiglit.  In  November  the 
li  fit  silver  money  was  decried  altogether,  and 

01  li-red  to  be  coined  into  silver  Louises.  It  said 
in  the  ordounance,  that  since  the  recoiuage  of  tlie 
g.  Id  40  millions  of  livres  had  been  struck.  Silver 
L miscs  were  ordered  to  be  coined  XT.  dens,  fine, 
ai  d of  the  value  of  60,  30,  15,  and  5 sols.  Tlie 
si  ver  marc  was  rated  at  26  livres,  10  sols,  and 
ll  ? quarter  ecu,  which  in  1577  w:xs  rated  at  15 
sc  ,s,  was  ordered  to  pass  for  21.  These  were  the 
ni  ist  bfautiful  coins  winch  had  been  struck  since 
tl  j Greeks  and  Homans  ; and  this  seems  to  have 
b‘  en  the  tirst  occasion  on  which  the  milled  edge 
w IS  introduced,  which  prevented  their  being 
cl  pped  without  detection.  The  restoration  of 
tl  e coinage  was  deemed  of  so  great  importance, 
tl  at  medals  were  struck  with  the  inscription 

L DOVICO  XIII.  RESTITUTORI  MONET.K.  Le 
H anc  savs  that  this  restoration  of  the  coinage  by 
\ irin  was  attended  with  this  further  advantage, 
tl  at  it  saved  the  lives  of  multitudes  of  the  king’s 
SI  bjects,  because  they  were  so  beautiful  that  they 
C(  uld  not  be  forged. 

346.  Louis  XIV.  succeeded  his  father  in  1643, 
a:  d at  the  begiuiiiiig  of  his  reign  the  coinage  of  his 
f;  her  was  continued.  In  1646  the  coinage  of 
q artor  and  halt-quarter  escus  was  discontinued; 
a d in  1656  that  of  gold  escus,  after  which  Its 
d //•  were  struck.  lu  the  same  year,  a now  coin 
c:  lied  Us  dtirireut  was  struck.  The  Us  d or  was 

2 i carats  tine,  and  60^  to  the  marc,  weighing 

3 deiis.  34  grs.,  and  rated  at  7 livres.  Tlie  Us 
d ir^ent  was  XL  dens.  12  grs.,  fine,  and  304  to 
tl  e marc  weighed  6 dens.  5 grs.,  and  passed  tor  20 
s«  Is.  Half  and  quarter  lis  were  also  struck. 
'I  lese  pieces,  however,  were  soon  discontinued, 
a .d  the  Louises  of  gold  and  silver  restored. 

In  1685,  new  silver  money  was  coined  in  honor 


of  the  termination  of  the  war  in  Flanders.  Pieces 
worth  4,  2,  and  1 livres,  10  and  5 sols,  were 
struck,  10  dens.  7 grs.  fine.  The  4 franc  pieces 
weighed  1 oiinci^  5 dens.  6 grs. 

347.  4411011  LouisXIH.jin  1641, wished  to  coin 
all  the  foreign  money  which  circulated  in  France 
into  French  nmney,  he  summoned  all  the  most 
expert  persons  in  Paris  to  consider  what  ]tropor- 
tiou  should  be  observed  between  gold  and  silver. 
It  was  found  tint  at  Milan  the  ratio  was  1 to  12; 
in  Flanders  and  the  Low  Countries,  1 to  12J  ; in 
England  I to  I*'-  l-5th;  in  Spain,  1 to  13  l-3rd. 
It  w*as  considered  that  France  being  in  the  midst 
of  these  countries  should  adopt  a medium  ratio, 
and  consequeutL'  the  one  adopted  was  1 to  13J. 
This  proportion  was  observed  for  many  years, 
and  at  the  Paris  ^liut  alone,  about  300  millions 
of  money  was  struck  in  that  proportion.  In  1655, 
the  proportion  was  changed  to  1 to  14  15-16ths, 
and  Us  dor  wen  struck  to  pass  for  7 livres.  The 
rating  of  the  Ion  s (Tor  was  increased  from  10  to 
11  livres.  Ilian  v changes  in  the  ratio  of  gold  to 
silver  were  mad  i after  this,  to  the  great  derange- 
ment of  trade.  The  Conr  des  Monnaic.s^  and  the 
principal  merchants  addressed  strong  remon- 
strances to  the  government  on  the  subject,  but 
without  eftect.  In  1679,  a considerable  amount 
of  foreign  and  ligiit  money  was  in  circulation. 
This  Avas  all  decried  and  ordered  to  be  coined 
into  gold  and  silver louis.  The  king  ordered  that 
good  new  money  should  be  given  for  all  the  old 
brought  to  the  Mint,  Aveight  for  Aveight,  without 
any  deduction.  Those  aa-Lo  brought  bullion  re- 
ceiAed  an  equal  Aveight  of  coin  in  exchange.  The 
marc  of  silver  As  as  noAv  rated  at  29  livres  6 sols 
11  deniers.  This  regulation  is  Avariuly  com- 
mended by  Le  Plane. 

348.  In  1689,  a new  recoinage  was  ordered, 
and  the  lonis  (Tor  Avas  ordered  to  pass  for  12  livres 
10  sols,  and  the  ecus  fur  3 liATes  6 soLs.  It  Avould 
be  tedious  to  gi\e  all  the  A'ariations  in  the  rating 
of  the  louis.  Brtweeii  1689  and  1709,  its  rating 
AA'iis  changed  35  times,  the  loAvest  being  11  livres 
10  sols,  ami  the  highest  15  livres,  and  the  ecus  a 
similar  number.  From  1640  to  this  year,  the 
louis  Av'ere  struck  at  36|  to  the  marc.  The  ecus 
AA'cre  9 to  the  marc.  In  May  1709,  an  edict 
ordered  louis  of  30  to  the  marc  to  be  struck  at  20 
liA-res.  But  the  same  tamperings  took  place  Avitli 
its  rating  as  beiore,  so  that  it  seldom  remained 
the  same  for  iiiauy  Aveeks  at  a time.  To  give 
these  at  full  length  would  be  obA'iously  impossible 
in  this  AA'ork.  They,  hoAve\'er,  will  all  be  found 
in  De  Bazinghens  Traite  des  3fonnoies*  Hoav- 
ever,  in  1726,  these  miserable  practices  came  to 
an  end,  and  nothing  fiirther  took  place  till  the 
Hevolution,  when  the  decimalization  of  the  coin- 
age Avas  ordered  by  the  Convention. 

349.  Beccaria  and  James  Watt  had  shown  the 
great  advantages  Avhicli  Avould  attend  the  intro- 
duction of  a decimal  s^^stem  into  AA'eights,  measures, 
and  Coins.  But  no  nation  had  reduced  these  ideas 
into  practice  until  the  subject  was  taken  up  in 
1790,  in  the  Constituent  Assembly  of  France. 

The  history  of  the  introduction  of  the  decimal 
system  into  tin*  French  measures,  is  given  by 
Mr.  John  Quin-y  Adams,  in  his  official  report  on 
Weights  and  Measures,  prepared  in  obedience  to 
an  order  of  the  Senate  of  the  United  States,  in 
1817.  We  shall  quote  his  account.  He  says,  p.  69  : 

“In  the  year  1790,  the  present  Prince  de 
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Talleyrand,  then  Bishop  of  Autun,  distributed 
among  the  raeinbers  of  the  Constituent  Assembly 
of  France  a proposal,  founded  upon  the  confusion 
of  the  Aveiglits  and  measures  then  prevailing  all 
over  that  country,  for  the  reformation  of  the 
system,  or  rather  for  the  fonmlation  of  a uoav  one, 
upon  the  principle  of  a single  and  universal 
standard.  After  referring  to  the  tAvo  objects 
which  liad  previously  been  suggested  by  Huy- 
gheus  and  Piccard,  the  pendulum  and  the  i>ropor- 
tional  part  of  the  circumference  of  the  earth,  he 
concluded  by  giving  the  preference  to  the  former 
and  presented  the  |u'oject  of  a decree.  First, 
that  exact  copies  of  all  the  differeut  Aveights  and 
elementary  measures  used  in  every  toAvn  of 
France  should  be  obtained  and  sent  to  Paris. 
Secondly,  that  the  National  Assembly  should 
write  a letter  to  the  British  Parruunent,  request- 
ing their  concurrence  Avith  France  in  the  adoption 
of  a natural  standard  for  Aveights  ami  measures, 
for  Avhich  purpose  commissioners,  iu  equal  uiim- 
bers  from  the  French  Academy  of  Sciences  and 
of  the  British  Hoyal  Society,  chosen  by  those 
learned  bodies  respectively,  should  meet  at  the 
most  suitable  place,  and  iiseertain  the  length  of 
the  pendulum  at  the  45th  degree  of  latitude,  and 
from  it  an  invariable  standard  for  all  measures 
and  Aveights.  Thirdly,  that  after  the  accomplish- 
ment, Avith  all  due  solemnity,  of  this  operation, 
the  French  Academy  of  Sciences  should  fix  with 
precision  the  tables  of  jiroportiou  betAveeu  the 
ncAv  standard  and  the  Aveights  and  measures 
jireviously  used  iu  the  various  ]tarts  of  France, 
and  that  every  toAvn  should  be  supplied  Avith 
exact  copies  of  the  neAv  standard,  Avitli  tables  of 
comparison  betAveeii  them  and  those  of  Avhidi  they 
Avere  to  supply  the  place.  This  decree,  someAvliat 
modified,  Avas  adopted  by  the  assembly,  and,  on 
the  22ntl  of  August,  1790,  sanctioned  by  Louis 
XVI.  Instead  of  Avriting  to  the  British  Parlia- 
ment themselves,  the  Assembly  requested  the 
King  to  Avrite  to  ihe  King  of  Great  Britain,  in- 
viting him  to  propose  to  the  Parliament  the 
formation  of  a joint  commission  of  members 
of  the  Royal  Society  and  of  the  Academy  of 
Sciences,  to  ascertain  the  natural  staudard  iu  the 
length  of  the  pendulum.  Whether  the  forms  of 
the  British  constitution,  the  temper  of  political 
animosity  then  subsisting  betAAeeii  the  tAvo 
countries,  or  the  convulsions  and  AA'ars  A\hich 
Soon  aftei  Avards  ensued,  prevented  the  acceptance 
and  execution  of  this  proposal,  it  is  deeply  to  be 
lamented  that  it  Avas  not  carried  into  elfect.  Had 
the  exjimple  once  been  set  of  a concerted  pursuit 
of  the  groat  common  object  of  uniformity  of 
Aveights  and  mea.sures  by  two  of  the  mightiest 
and  most  enlightened  nations  upon  earth,  the 
prospects  of  ultimate  success  Avould  have  been 
greatly  multiplied.  By  no  other  means  can  the 
uniformity,  Avith  reference  to  tlie  persons  using 
the  same  system,  be  expected  to  prevail  beyond 
the  limits  of  each  separate  uaiiou.  Perhaps  Avhen 
the  spirit  which  urges  to  the  impro\‘ement  of  the 
social  condition  of  man  shall  have  made  further 
progress  against  the  passions  Avith  Avhich  it  is 
bound,  ami  by  Avhich  it  is  traniuielled,  then  may 
be  the  time  for  reviving  and  extending  that 
generous  and  truly  benevolent  proposal  of  the 
Goiistituent  National  Assembly  of  France,  and  to 
call  for  a concert  of  civilized  nations  to  establish 
one  uniform  system  of  weights  and  measures  for 
them  all. 


“ The  idea  of  associating  the  interests  and  the 
learning  of  other  nations  in  this  great  effort  for 
common  improvement,  aams  not  confined  to  the 
jirojiosal  for  obtaining  the  concurrent  agency  of 
tlreat  Britain.  Spain,  Italy,  the  Netherlands, 
Denmark,  and  Switzerland  \A*ere  actually  repre- 
sented ill  the  proceedings  of  the  Academy  of 
Sciences,  to  accomplisli  the  purposes  of  tho 
National  Assembly.  But,  in  the  first  instance,  a 
Committee  of  the  Academy  of  Sciences,  consisting 
of  tiA'C  of  the  able.st  members  of  the  Academy,  and 
most  eminent  mathematicians  of  Europe,  — 
Borda,  Lagrange,  Laplace,  4Ionge,  and  Coii- 
dorcet,  AA^ere  clioscn  under  the  decree  of  the 
Assembly,  to  report  to  that  body  upon  tho 
selection  of  the  natural  standard,  and  other  prin- 
ciples proper  for  the  accomplishment  of  the 
object.  Their  Report  to  the  Academy  aa-os  made 
on  the  19th  of  March,  1791,  and  immediately 
transmitted  to  the  National  Assembly,  by  Avhose 
orders  it  was  itrinted.  The  Committee,  after 
examining  three  projects  of  a natural  standard, 
the  iieuduhim  beating  seconds,  a quarter  of  tlie 
equator,  and  a quarter  of  the  meridian,  had  a full 
deliberation,  and  Avith  great  accuracy  of  judge- 
ment, preferred  the  last ; and  proposed  that  its 
ten-millionth  part  should  be  taken  as  the  standard 
unit  of  linear  measure  ; tluit  as  a second  standard 
of  comparison  Avith  it,  the  pendulum  vibrating 
seconds  at  the  45th  degree  of  latitude  should  be 
assumed;  and  that  the  Aveight  of  distilled  Avater 
at  the  point  of  freezing,  measured  by  a cubical 
vessel  in  decimal  proportion  to  the  linear  standard, 
should  determine  the  staudard  of  AAcights  and 
A'essels  of  capacity.  ***** 

“ The  application  of  the  new  metrology  to  the 
money's  and  coins  of  France,  has  been  made  with 
considerable  success;  not,  hoAvcver,  Avith  so  much 
of  the  principle  of  uniformity  as  might  have  been 
expected,  had  it  origiually  tormed  a jiurt  of  the 
same  project.  But  the  refornialioii  of  the  coins 
Avas  separately  pursued,  as  it  has  been  Avith  us ; 
and  as  the  subject  is  of  great  complication,  it 
naturally  folloAved  that  from  the  sei>arate  con- 
struction of  tAvo  intricate  systems,  the  adaptation 
of  each  to  the  other  aa  os  less  correct  than  it  aa  ouIJ 
hiiA'e  been  had  all  the  combinations  of  both  been 
included  iu  the  formation  of  one  great  master- 
piece of  machinery.  It  is  to  be  regretted  that  iu 
the  formation  of  a system  of  Aveights  and  mea- 
sures, Avhile  such  extreme  importance  Avas  attaclied 
to  the  discovery  and  assumption  of  a natural 
standard  of  long  measure  as  the  link  of  connection 
between  them  all,  so  little  consideration  was 
gi\'cu  to  that  primitive  link  of  connection  l>etAveea 
them  Avliich  had  existed  iu  the  identity  of  Aw-ights 
and  of  silver  coins,  and  of  which  France,  as  avcU 
as  CAery  other  nation  iu  Europe,  could  still  per- 
ceiA’e  the  ruins  iu  her  monetary  system  then  exist- 
ing. Her  livre  tournois,  like  the  iHUiud  sterling, 
Avas  a degeneracy,  and  a much  greater  one,  from 
a pound  Aveight  of  silver.  But  it  had  scarcely  a 
70th  i>art  of  its  original  value.  It  aa*:is  divided 
into  *20  sols,  or  shillings,  and  the  sol  AA*as  of  12 
deniers  or  pence.  It  had  become  a mere  money 
of  account;  but  the  ecu,  or  croAAUi,  Avas  a silver 
coin  of  6 livres,  nearly  cquiA'alent  to  an  uiince  in 
Aveiglit;  and  there  AA'ere  half-cro\A'ns  and  other 
subdivisions  of  it;  being  coins  of  ouc-fourth,  one- 
fifth,  one-eighth,  and  one-tenth  of  the  croAvn. 
There  Averc  also  coins  of  gold,  of  copper,  and  of 
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mi:  ed  metal,  called  billon,  in  the  ordinary  ciren- 
liiti  >ns  of  exchmifre.  Shortly  after  the  adoption 
of  lie  ]»rovisioiial  or  temporary  metro  ami  kilo- 
pra  nine,  a law  of  16  Vendemaire  II.  (17th  October, 
17t  I),  iirescribed  tliat  the  priiicii»al  unit,  both  of 
pol  and  silver  coins,  sliould  be  of  the  weipht  of 
10  rrammea.  The  proportional  value  of  pold  to 
sih  *r  was  retained,  as  it  had  lonp  before  been 
esti  blished  in  France,  at  15^  for  one  ; the  alloy  of 
bot  1 coins  was  tixed  at  one-tenth  ; and  the  silver 
frai  c of  that  coinape  would  have  b<'»*n  wortli  about 
38  cuts,  and  the  pold  franc  a little  short  of  6 dol- 
lar: . This  law  was  never  carried  into  exeention. 
It  ’ -'as  snjxTseded  by  one  of  15th  Anpust,  1794, 
(*iH  Therniidor  III.)  which  reduced  the  silver  franc 
to  . pramines ; ami  it  was  not  until  after  a law  of 
7 i ■crminal  XI.  (*iMth  March,  1S03),  that  pold 
pie  es  of  '2.0  and  40  francs  were  coined  at  155  of 
the  former  to  the  kilopraimne. 

In  the  new  system,  the  name  of  7/cre,  or 
pov  nd,  as  ap^died  to  money  <ir  coins,  was  dis- 
car led,  but  the  franc  was  made  the  unit  both  of 
coi;  s and  moneys  of  account.  The  franc  was  a 
iiai  le  which  had  before  been  in  comnion  use  as  a 
syii  niyimnis  denomination  of  the  Uvre..  The  new 
frai  c was  of  intrinsic  value  l-80th  more  than  the 
livi  3.  The  franc  is  decimally  divided  into 
dec  ines  of  1-lOth,  centimes  of  1-1 00th,  and 
mil  icmesof  1-lOOOth  of  the  unit ; but  tliesmalle.st 
copier  coin  in  common  use  is  of  five  centimes, 
eqn  valent  to  about  one  of  our  cents.  The  silver 
coils  are  of  one-fourth,  one- half,  one  and  two 
frai  cs,  and  of  five  francs;  the  pold  pieces  of  :20 
aiR  40  francs.  The  proportional  value  of  copper 
to  ! ilver  is  1 to  40,  and  that  of  billon  to  silver  of 
1 O 4;  so  that  the  kilopramme  should  weiph 
5 fi  ancs  of  copper  coin,  50  of  the  billon,  200  of  i 
the  silver,  and  3,100  of  the  pold  coins.” 

>0.  It  has  been  found  by  the  most  elaborate 
exj  eriments  that  the  jiroportion  of  one  part  alloy 
am  11  parts  pold  or  silver,  confers  the  preatest  : 
am  unt  of  durability  upon  the  metal.  The  | 
Fn  iich,  however,  prefer  to  sacrilice  this  advan-  ' 
tap  to  the  spirit  of  uniformity,  ami  the  alloy  in 
bot  1 gold  and  silver  coinape  is  fixed  at  1 in  10.  I 

5 51.  We  have  seen  that  the  ancient  right  of  | 
sei}  norape  was  on  several  occasions  abandoned  j 
by  he  kinps  of  France.  It  was,  however,  sub-  | 
seq  icntly  revived,  ami  it  is  stated  in  M.  Maurice  ' 
lik  .k’s  excellent  Dietiounaire  de  r Admnist7'utio7i 
iv*.  Honi.se,  that  from  1726  to  1729,  it  was  fixed 
at  ' 5-16ths  per  cent,  for  gold,  and  5 6-7ths  ])cr 
cell  , for  silver ; but  by  successive  reductio  ns,  in 
17^5  and  1771,  it  fell  to  1 4-5ths  for  gold,  and 
1 7 24tlis  for  silver.  By  the  law,  however,  above 
qiK  ted,  7 Germinal,  XI,  Art.  11,  it  was  altogether 
abi  lished. 

i 52.  The  right  of  hrassa^e^  or  the  cost  of 
wo  kmanship  is,  however,  retained.  Before  1789, 
it  V as  2 8-lOths  per  1000  for  pold,  and  14  16-lOths 
pel  1000  for  silver.  By  the  last- mentioned  law 
it  A as  tixed  at  9 francs  for  the  kilopramme  of  | 
pol  t,  (or  2 2H-31ths  per  1000)  and  at  3 francs  for  ; 
the  kilogramme  of  silver,  (or  15  per  1000).  An  | 
ordmuaiice  of  Feb.  25th,  1835,  reduced  these' 
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respectively  to  6 francs,  and  2 francs.  On  the 
22nd  May,  1849,  the  latter  was  still  further  re- 
duced to  francs  There  are  seven  Alints  in 
France,  Paris,  Marseilles,  Hordeanx,  Lille,  Stras- 
burp,  Lyons,  and  Konen.  Gold  ami  silver  money 
is,  hoAvcver,  almost  exclusively  struck  at  Paris, 
the  provincial  ones  are  chietiy  em])loyed  in  re- 
coining the  copp(tr  winch  Avas  ordered  in  185*2. 

353.  The  inconvenience  of  a double  standard 
of  both  metals,  at  their  full  nominal  value,  lias 
been  strikinply  dis])layed  in  the  French  coinape. 
The  pieces  Avere  struck  on  the  decimal  sys^tem,  and 
had  a fixed  A^alnc.  For  many  years  silver  Avas 
tlie  only  money  seen  in  France  in  common  use. 
Gold  was  only  to  be  had  by  i>aying  a premium, 
atid  large  sums  Avere  carried  about  in  unwieldy 
bags  of  5 franc  pieces.  When  the  enormous 
supplies  of  gold  poured  in,  the  pold  coinage 
became  depreciated  bekov  its  mint  relation  to 
silver,  then  the  reverse  phenomenon  took  place. 
The  silver  all  disappeared.  Every  steamer  and 
diligence  frtmi  Fninee  carried  aAAuiy  loads  of  these 
same  5 franc  pieces,  until  they  had  entirely 
disappeared.  X’othing  but  pold  was  to  be  seen, 
and  in  1854  a coinage  of  5 franc  gold  jiieces  Avas 
issued,  Avhich  Avere  very  incoin'cnient  from  their 
small  size.  The>e  disturbances  of  the  metallic 
currency  clearly  shewed  the  advantage  of  the 
English  system  of  making  gold  the  sole  legal 
standard,  and  coining  shillings  sliplitly  bdoAv 
their  proper  weight,  to  serve  as  small  change. 
A similar  disturbance  could  not  be  manifested  in 
English  coinage  until  the  diminution  in  the  value 
of  the  gold  compared  to  silver,  exceeded  the 
difference  between  the  real  and  the  nominal  value 
of  the  silA'cr  coinage. 

354.  We  shall  now  gi\e  the  variations  of  the 
Mint  prices  of  pi-kl  and  sih'er  for  France,  as  Ave 
have  done  for  England  and  Scotland.  If  Ave  are 
inclined  to  exclaim  against  those  in  our  oavu 
country,  Avhat  shall  avc  say  to  the  extraordinary 
picture  presented  by  those  of  France?  Astonish- 
ing as  these  may  seem,  they  present  but  a very 
faint  idea  of  the  real  confusion  in  the  French 
coinage.  It  AA’as  bad  enough  to  change  the  Aveiglits 
of  the  pieces  so  often,  but  that  is  absolutely 
a trifle  compared  to  the  changes  in  the  rafiuga  of 
the  several  pieces.  To  give  these  would  occupy 
several  pages  of  this  Avork,  which  renders  it  quite 
impossible  to  insert  them.  A notion  of  themhoAv- 
ever,  may  be  had  in  § 542  of  Baxki.ng  in  F’rance, 
Avhere  tlie  changi's  are  given  for  a short  period, 
and  from  Avhat  avu-  have  said  aboA'e,  that  the  rating 
of  the  hniu'i  (Tor  Avas  changed  no  less  than  35  times 
in  37  years.  This  practice  Avas  to  a small  extent 
done  ill  Scotland,  but  never  in  England,  and  it  is 
impossible  to  conceive  the  confusion  into  which  it 
must  have  thrown  all  the  affairs  of  common  life. 

Traite  historiqve  des  Monnoyes  de  France,  By 
Le  Blanc.  Paris,  1692. 

Essai  sur  les  Montiaies,  By  St.  Maur.  Paris, 
1746. 

Trade  des  Monnaies.  By  Abbot  de  Bazinghen. 
Paris,  1764. 
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COINAGE,  DECIMAL.  A decimal  coinage  j 
is  *ue  coiisist'mj;  of  jneces  related  to  each  other  in 
tin  ratio  of  10,  or  of  some  i)ower  of  10. 

There  are  three  distinct  systems  of  coiu- 
ag 

Where  the  lowest  coin  of  all,  or  even  an 
ini  iginary  unit,  is  taken  below  any  existing  coin, 
an  1 all  otlier  coins  are  multijiles  of  that  miit. 
T1  It  is,  where  the  coinage  proceeils  exclusively 
by  multiidication. 

Secondly.  AVhere  some  intermediate  coin  is 
tal  en  as  the  unit,  and  other  coins  are  struck  both 
as  multiples  and  as  subdivisions  of  tluit  unit. 
Tl  at  is,  w here  the  coinage  is  a combination  of 
ini  Itijdication  and  division. 

Vhirdhj.  Where  the  highest  coin  of  all  is  taken 
as  the  unit,  and  all  others  are  alhpiot  parts  of 
th:  t unit.  That  is,  where  the  coinage  proceeds 
ex  lusively  by  subdivision. 

1.  Now',  in  the  tirst  system  it  is  natural  that 
all  accounts  should  proceed  by  decimal  multiple.s 
of  he  unit.  And  therefore  there  may  be  decimal 
at*  mints.  But  that  docs  not  necessarily  imply 
a t ccinial  coinage.  Thus,  from  time  immem(n-ial 
th  only  coin  in  China  has  been  the  cm7/.  which  is 
th<  lodoth  part  of  the  ounce  at'  silver.  This  is  the 
on  y coin  in  existence,  and  all  sums  are  expressed 
as  lecimal  multiples  of  that  unit.  This  is  attended 
wi  h very  great  conveniences,  and  calculations 
ari  very  quickly  performed,  and  travellers  tell  us 
of  tl»e  cxpertiicss  witli  which  mere  children  can 
]ie  form  long  calculations.  But  the  Chinese  have 
110  a decimal  coinage,  as  there  are  no  multiples 
of  he  ca>li. 

i.  The  French  coinage  is  an  example  of  the 
sc(  Olid  system.  In  that  the  franc  is  the  unit,  and 
111-  re  are  both  multiples  and  divisions  of  the 
fr.'i  1C.  The  Napoleon  is  equal  to  20  francs,  and 
till  re  are  divisions  of  the  franc  according  to  a 
de  imal  system.  This  coinage  is  decimal  so  far  as 
tbi  franc,  but  not  further,  as  the  Napoleon  is  not 
de  imally  related  to  the  franc. 

. The  English  coinage  is  an  example  of  the 
th  d system.  In  that  the  unit  is  the  pound  ster- 
lin now  a gold  coin.  And  all  other  coins  are 
all  plot  parts  of  the  pound  sterling.  Tlie  English 
CO  uage,  therefore,  proceeds  exclusively  by  suh- 
dii  'nion. 

Now',  the  decimal  system  of  accounts 
lia  ing  been  applied  with  great  success  to  the 
fir  t system,  and  a decimal  system  of  accounts 
an  1 coins  having  been  adopted  with  more  or  less 
su  cess  in  the  second  system,  a pretty  strong  feel- 
inj  has  been  excited,  especially  among  scientific 
im  n,  to  apply  the  decimal  system  to  the  English 
CO  iiage.  That  is,  to  make  the  ditt'ereiit  pieces  of 
tin  coinage  related  to  each  other  in  a decimal 
ral  0. 

. At  first  sight  such  a scheme  appears  to 
ha  e a great  many  advantages.  It  is  much  easier 
to  .-ast  up  accounts  decimally,  than  by  our  pre- 
sei  t plan.  And  it  seems  a very  plausible  thing 
to  -ay,  that  a?  the  integers  proceed  on  the  denary 
sci  lei  should  the  subdivisions.  That  is,  if  it 
be  multiplied  decimally,  why  should  it  nut  be 
di'  ided  decimally? 

. This  idea,  however  plausible  it  may  seem, 
is  itterly  erroueous.  It  is  founded  on  the  idea 
tin  t integers  expressed  in  the  denary  scale  and 
de*  imal  fractious  are  correlative  systems.  l*oople 
set  the  figures  on  one  side  of  the  decimal  point 
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increase  by  powers  of  10,  and  on  the  other 
decrease  by  powers  of  10,  and  they  jump  at  the 
conclusion  that  tliey  proceed  on  the  same  prin- 
ciples. Neverth  -less  this  is  an  entire  fallacy,  and 
it  is  quite  ea.sy  t > shew'  it.  Thus,  if  we  multiply 
T by  3,  w'e  have  3*  an  exact  ausw'cr;  but  if  we 
divide  1*  by  3,  d(p  w'e  have  *3  an  exact  answer  ? If 
W'e  mnltijily  T by  2,  w'e  have  2* ; but  if  we  divide 
1.  by  2,  we  liavi  not  '2,  but  ■5.  Which  shews  at 
once  that  decimal  fractions  are  ditferent  in  prin- 
ciple from  multiplication  of  integers. 

9.  To  shew'  this  more  clearly,  w'e  may  multiply 
an  integer  by  any  number  w'e  please — 2,  3,  4,  5, 
0,  &c.,  and  we  always  obtain  an  exact  result 
which,  for  the  purposes  of  convenience,  we  may 
reckon  by  group.-,  of  10.  It  is,  therefore,  physi- 
cally possible  to  multiply  any  unit  by  any  number 
whatever,  and  obtain  an  exact  result. 

10.  So  we  may  divide  an  integer  by  2,  3,  4,  5, 
6,  7,  &c , or  any  number,  and  obtain  an  exact 
result.  Hence,  ilivision  by  the  onlinary  numbers 
is  the  correlative  of  mnltiplication  by  them.  As 
we  may  multiply  the  unit  any  miiuber  w'c  please, 
and  get  aii  exact  result,  so  we  may  divide  by  any 
niimbor  we  i*leiist>,  ami  it  is  physically  possible  to 
obtain  an  exact  result.  Therefore,  the  common 
fractions  are  th-‘  correlatives  of  ordinary  multi- 
plieatiou  in  tlie  denary  scale. 

1 1 . But  in  decimal  fractious  that  is  not  so. 
In  these  the  only  divisors  allow'ed  are  10,  and 
pow'ers  of  10.  Hence,  w hile  w'e  may  multiply  by 
any  number  whatever,  we  must  only  divide  by 
powxu-s  of  10.  Thus,  instead  of  our  divisors  being 
uulimited,  like  our  multipliers,  they  are  restricted 
to  a very  small  iiumber  indeed.  And  this  conse- 
quence follows,  that  it  is  physically  impossible  to 
divide  a unit  exactly  into  any  aliquot  parts  which 
are  nut  some  powers  of  the  factors  of  10. 

That  is,  a unit  cannot  be  divided  exactly  in 
decimals  by  any  number  which  is  not  of  the  form 

X 5?  . 

12.  Now,  thr  immense  majority  of  numbers 
are  not  of  this  fiu-m  at  all,  and  consequently  it  Is 
a matter  of  physical  impossibility  to  divide  a 
unit  exactly  by  tlie  immense  majority  of  numbers. 

13.  To  shew  how  very  few  they  are,  we  will 
shew  how  extremely  few  there  are  in  the  natural 
numbers  up  to  1,000,  by  which  a unit  can  bo 
exactly  divided  by  decimal  fractious. 

Taking  powers  of  2,  we  have — 

1,  2,  4,  8,  16.  32,  64, 128,  256,  512,  1,024,  &c. 

Taking  powers  of  5,  we  have — 

1,  5,  25,  125,  625,  3,125,  15,625,  &c. 

Now,  a unit  cannot  be  divided  exactly  hi 
decimals  by  au\'  number  except  those  in  these 
two  series,  or  tintsearisingfrom  the  multiplication 
of  any  one  in  the  one  series  by  any  one  in  the 
other. 

To  shew'  how'  extremely  few  they  are,  we  have 
only  to  .‘^ee  how'  many  there  are  up  to  1,000.  AVe 
shall  find  that  there  are  only  28  numbers  up  to 
1.000,  in  which  an  exact  division  is  possible. 
They  are,  2,  4,  5.  8, 10,  16,  20,  25,  32,  40,  50,  64, 
80,  100,  125,  128,  160,  200,250,320,400,  500, 
512,  625,  640,  800,  and  1,000. 

14.  Now,  wh.it  should  we  say  to  a system  of 
multiplication  in  w'hich  it  was  a pli3'sical  impos- 
sibility to  obtain  an  exact  result  in  the  immense 
niajorit}'^  of  cases  ? AATuU  should  w'e  say  to  a 
system  of  multiplication  in  which  it  w^as  phj'si- 
caliy  impossible  to  multipl}'  a unit  cxactl}'  b}'  3, 
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6,  7,  9, 11,  12,  &c.  ? It  is  clear  that  such  a system 
could  not  be  tolerated  for  a day. 

15.  Now,  such  a .■system  as  that  would  be  tlie 
correlative  of  decimal  fraction.^.  It  would  be  one 
in  which  w'e  w'ere  forbidden  to  multiply  by  any 
numbers  except  10,  and  j»i)wers  of  10  ; and  there- 
fore no  multipliers  which  were  not  of  the  form 
2P  X 5“*  could  bring  out  aii  exact  ausw'cr. 

16.  Hence  w'e  see  that  the  analogy  between 
decimal  numbers  and  decimal  fractions  entirely 
fails.  In  fact,  they  proceed  upon  ditferent  prin- 
ciples; ami  it  Ls  manifestly  the  same  with  anv 
fraction  expressed  in  the  radix  of  the  scale  of 
notation. 

Tlie  unit  may  be  multiplied  bv  anv  natural 
number  whatever.  But  it  can  only  be  divided  by 
powers  of  the  radix.  Consetpiently,  it  can  be 
divided  exactly  by  no  natural  numbers  whatever, 
except  those  composed  of  powers  of  the  factors  of 
the  radix. 

17.  Hence  w'e  see  at  once,  that  there  is  a 
fundamental  distinction  between  addition  or  mul- 
tiplication in  the  denary  scale,  and  decimal 
subdivisions,  or  decimal  fractions.  For  all  cases 
of  addition  or  multiidication,  nothing  can  be 
better  than  decimals,  but  for  all  cases  of  sub- 
division nothing  can  be  worse. 

18.  The  cases,  therefore,  of  a coinage  in  w'hich 
the  unit  is  the  lowest  possible,  and  therefore 
]woceeds  by  multiplication,  and  that  in  which 
the  unit  is  the  higlicst  possible,  are  not  onlv  not 
parallel,  but  they  involve  in-iiieiples  which  are 
antagonistic  to  pach  other.  AVhere  nothing  but 
phvsical  multiplication  is  w'anted,  nothing  can  be 
better;  but  where  iihj'sical  division  is  reituired, 
decimal  fractions  are  inqiracticable. 

19.  Hence,  we  see  at  once,  that  the  analogy 
betAveen  coinages  of  the  third  system  and  those  of 
the  first  entirely  fails,  and  Avha"t  is  the  best  in  the 
first  is  impracticable  in  the  third. 

20.  AA'e  have  .said  that  the  essential  peculiarity 
of  decimal  fractions  is,  that  the  unit  cannot  be 
divided  into  any  aliquot  ]»arts,  except  those  pro- 
ceeding by  powers  of  10.  Now  tliis  is  a re.striction 
tluit  no  people  would  ever  submit  to  in  tlie  com- 
mon affairs  of  life.  AA'e  constantly  require  to 
divide  things  exactly  into  3,  6,  7,  9,' II,  12  parts. 
No  one  would  ever  dream  of  proposing  that 
persons  should  voluntarily  preclude  themselves 
from  dividing  a quantity  into  any  exact  parts 
under  1,000,  but  those  of  the  28  numbers  above 
given.  But  that  is  what  we  sliould  do  if  weAvere 
to  adopt  decimal  subdivisions  exclusively.  Such 
a notion  is  so  monstrous,  that  no  one  out  of 
Bedlam  Avould  propose  it.  It  avouUI  be  just  as 
rational  as  to  suppose  that  Ave  should  adopt  a 
system  of  multiplication  in  which  none  but  these 
figures  should  produce  exact  results. 

21.  Now  it  would  be  the  state  of  gi'eatest  per- 
fection if  we  could  Imagine  the  unit  of  value,  such 
as  gold,  to  be  some  soft  substance  like  putty, 
Avhich  we  could  subdivide  into  any  number  of 
parts  Avhenever  aa'c  jileased.  But  as  that  is  im- 
possible, the  next  be.st  thing  is  to  have  it  divided 
into  that  number  ot  pieces  Avhich  contains  the 
greatest  numlier  of  divisors  possible.  Noaa',  10  is 
not  only  not  good,  but  it  is  extremely  bad. 

22.  Now,  considering  that  the  present  unit  of 
the  Englisli  coinage  is  of  gold,  and  of  its  existing 
magnitude,  it  is  quite  easy  to  shew  that  there  is 
no  division  of  it  at  all  comparable  to  that  of  20, 


12,  and  4.  No  other  combination  witliin  the 
same  compass  presents  sucli  a richnesa  of  factors. 
For  it  has  no  less  than  26  factors,  namely 2,  3 
4,  5,  6,  8,  10,  12,  15,  16,  20,  24,30,  32.  40,  48,  W, 
64,  80,  96,  120,  160,  192,  240,  320,  480  ; Avhereas 
1,000  has  but  14  factors— 2,  4,  5,  8,  10,  20,  25,  40, 
50,  100,  125,  200,  2.j0,  500.  Hence  tlie  immense 
I superiority  of  the  present  division  of  the  i»onnd 
sterling  over  that  of  the  millesimal  one  for  all 
purposes  of  physical  division  is  manifest, 

I 23.  AIoreoA'er,  e\'ery  one's  dail\'  experience 
sheAA's  that  AA'hile  he  naturally  uses  the  decimal 
I scale  lor  multiplication,  he  never  iliink.s  of  eon- 
' fining  himself  to  decimal  ex]u*e.ssions  for  subdi- 
vision. People  AA'aiit,  every  dav,  Iialvcs  and 
: quarters,  and  half-quarters  of  things,  and  they 
cal!  them  so.  But  if  aa'c  are  to  Ioia'c  decimal 
' fractions  exclusively,  these  expressions  must  be 
j given  up.  A snuffy  old  woman  in  the  Highlands 
Avaiits  a quarter  of  an  ounce  of  snuff;  she  must 
no  longer  ask  for  that,  but  she  uin>t  ask  for  a 
25-lOOth  of  an  ounce  ! And  so  on.  A nation  of 
saA’ans  might  do  tnat,  Init  common  liuinanitA' 
never  Avill.  AVe  want  a half  ora  f]uartcr  of  a 
I thing.  The  eye  performs  the  AA'ork  iirstanta- 
neonsly.  But  if  we  go  to  decimal  fractious,  aa'c 
iiiu.st  first  ot  all  diA'ide  the  Avhole  unit  into  10,  or 
I 100,  and  then  take  5,  or  25  of  the.se  parts.  Such 
I a statement  sIicaa's  the  manifest  absurdity  of  such 
' a thing. 

24.  The  fact  is,  the  whole  confusion  is  based 
upon  the  supposition  that  decimal  fractions  are 
analogous  to  decimal  integers,  Avhicli  is  a complete 
delusion  ; and  if  this  distinction  in  principle  had 
been  thought  of,  the  question  never  aa'ouM  have 
been  agitated  at  all 

25.  Considering,  therefore,  tliese  fundamental 
differences  of  principle  betAA-een  decimal  fractions 
and  decimal  numbers,  and  decimal  inuitiplicatiou 
and  decimal  division,  >ve  may  state  the  folIoAving 
as  ascertained  principles  Aviih  respect  to  a 
coinage 

1st.  AViiere  the  unit  of  account  is  the  lowest 
coin  in  common  use  between  man  and  man,  and 
the  whole  coinage  consists  of  multiples  of  that 
unit,  tlie  decimal  system  is  by  far  the  best. 

2iidly.  AVhere  the  unit  of  account  is  a coin  of 
some  low  magnitude,  the  decimal  system  Avill  have 
some  con\euiences  and  some  incuiveiiiences. 
And  as  the  unit  becomes  larger,  the  i)ractieai 
inconveniences  Avill  constantly  increase  over  the 
advantage.s. 

3rdi> . Where  the  unit  of  acconnt  is  very  high, 
and  placed  far  aboA'e  the  immense  majoritv  of 
transactions,  tlie  decimal  system,  avIucIi  then 
becomes  one  of  almost  entire  snluIivisKui,  is  an 
intolerable  miisauce,  Avhich  could  never  subsist 
for  any  time  at  all. 

26.  From  these  considerations  we  see  that  it 
Avould  be  ])racticall\'  impossible  to  adopt  anv 
system  of  decimal  coinage  in  thi.s  country  so  long 
as  the  pound  sterling  is  the  unit  of  account,  and 
the  coinage  is  one  of  [mre  subdivision. 

Other  sehenies  have  been  jiroposed,  based  upon 
the  penny  and  the  farthing.  Of  these  we  shall 
say  something  hereafter. 

27.  It  is  unquestionable  that,  for  matters  of 
account  on  paper,  e.<pecially  in  large  numbers, 
tlie  decimal  system  aflbnls  an  iuimense  superiority 
It  is  no  doubt  true,  that  it  is  physically  impossible 
to  divide  anything  into  3,  6,  7,  \c.  parts,  by 
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« ofimals.  AVc  can,  liowcvov,  carry  it  near 
1 xju‘t)it‘.<s  as  Ave  |>k*a.se.  Tlie  pliilosnulirr  can 
; llonl  to  halance  tliis  iuc(nivonioiicc  apiinst  the 
t ilirr  many  ailvaiUiiLTCs,  and  carry  his  calculations 
t few  liOT'cs  turTlicr  witli  cfiiianiinity,  when  he 
iii'wsthat  tin*  uUimatc  rc’^ntt  will  c<»mc  as  nearly 
me  as  he  |ilcascs.  Hut  it  is  a tar  dittcrent 
otter  with  t!ie  daily  transacthiiw  of  life,  Avherc 
: ‘ tiial  t)h\>ica!  subdivision  isivtjuircd,  and  where 
Ite  dillVrcnces  which  arise  from  an  imperfect 
dvision  pve  rise  to  evtuiastin^  and  perpetual 
piarrels.  No  man  who  has  not  studied  iiistory  , 
an  conceive  the  intolerable  practical  misery  that 

dcpreciatetl  curnuicy  causes  to  a t>e<>iile;  and 
he  verv  same  etleets  are  proiluced  by  an  iinpcr- 
ect  system  of  subdivisions.  AVe  shall  liave  ample 
videiice  of  the  truth  of  this  in  the  course  of  tliis 
rticle.  AVc  shall  now  ‘jive  some  historical 
loticcs  of  the  atloption  of  the  decimal  system  of 
oinage  by  ditlerent  nations. 

Of  the  Decimal  St/sfem  of  Coina^rc  of  the 
United  Staten, 

28.  The  currency  of  the  various  American 

olonics  was  originally  the  same  as  tlnit  ot  the 
imthcr  country.^  Hut  we  have  shewn,  in  the 
irticle  Hankixo  in  Amckica,  tiiat  nearly  all  the 
•States  Inul  ismed  enormous  masses  of  iiajier  cur- 
•enev,  the  etfect  of  wliieh  liad  been  to  depreciate 
he  iioiiml  in  them.  In  each  State,  too.  Hie  pound 
ud  miderpme  a ditlerent  degree  of  depreciation  ; 
H-nce  there  was,  at  the  time  of  the  Uevolation,  an 
mmciise  confusion  between  the  currencies  of  the 
litiereut  States.  The  Aveight  of  the  pound  ster- 
ingAvas  1,71h3  grains  of  pure  siU'er ; but  the 
|M>nud  of  Georgia  Avas  ],o47  grains;  that  of  Vir- 
ginia, Connecticut,  Hliode  Island,  Massachusetts, 
ind  XeAV  Ilainiishire  Avas  1,2SP  grains;  the  pound 
)f  :MaryIan  Delaware,  rennsylvania,  and  Xcav 
Ji  rsey  Avas  grains ; and  the  pound  of  Xurth 

Carolina  and  Xcw  Vork  A\iisJ)(id|  grains. 

29.  While,  therefore,  tlie  pound,  slulling,  ami 
penny  had  ditlerent  values  in  ditien  nt  States,  the 
Span*i>h  dollar  had  a general  circulation  through- 
out all  the  States,  but  with  a ditlerent  rating.  In 
tlie  Xcw  England  States  and  Virginia,  it  passed 
for  72  pence  ; in  Xcav  Ytwk  and  Xortli  Carolina, 
f.n-  90  i»etice;  in  the  Middle  States,  for  90  pence  ; 
and  in  Georgia  and  Sonlli  Carolina,  fur  50  pence. 

;10.  AVheii  the  Congress  Avas  furuu-d,  they 
found  it  necessary  to  issue  a itaper  currency,  to 
carry  on  tlie  Avar.  If  this  liad  been  basi-d  on  the 
lioiiml,  it  would  haA'e  caused  intolerable  emfusion ; 
boides  there  Avas  no  reason  aa  hy  the  pound  of 
any  jiartienlar  group  of  Slates  should  be  preferred 
to' the  others.  Congress  therefore  adojaed  the 
plan  of  basing  their  paper  on  the  Sp  inish  dollar, 
Avhicli  had  a general  currency  throughout  the 
States.  And  when  the  national  independence  Avas 
sinired,  as  it  Avas  necessary  to  have  a national 
currency,  the  dollar  Avas  naturally  adopted  as  the 
natinuui  unit  in  1785. 

31.  Mr.  Uobert  Morris,  the  Financier  of  the 
American  Hevolutioii,  seems  to  ha\'e  been  the  first 
Aviio  brought  forAvard  a scheme  for  a decimal 
coinage.  On  the  I5th  of  January,  1782,  he  laid 
before  Congress  an  exposition  of  the  plan.  lie 
proposed  to  have  an  exceedingly  nmall  unit,  and 
that  the  coins  should  be  increased  in  a decimal 
raiio,  so  as  to  allbrd  an  easy  calcnlatiou.  This 
unit  need  not  be  a coin,  but  aa  as  to  be  a ituarter  of 
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a grain  of  pure  silver.  The  loAvest  sih'or  coin 
should  be  100  of  these,  and  be  called  a cent.  Tr> 
this  2 grains  of  copjH^r  Avere  to  be  added,  so  that 
the  coin  slnnild  Aveigh  I dAvt.  3grs,  Five  of  these 
AA'ere  to  make  a qnhit.,  or  500  units,  and  10  to 
make  a marh,  or  1,000  units.  This  )ilan  aam.s  not 
carried  out,  M *.  Morris  having  resigned,  and  Mr. 
Jefier.'^on,  to  Avhom  the  matter  avus  referred  in 
1784,  considering  the  unit  tito  .■‘inall.  Mr.  Morris 
himself  siibsetpiently  modified  it  by  adopting  a 
larger  unit,  wliich  he  assumed  to  be  Lis  (id.  ster- 
^HIg^  This  he  called  a pound,  and  divided  by  10 
in  a decimal  ratio,  making  tlie  pound  1,000,  the. 
shilling  100,  tlie  penny  10,  and  the  doit  1.  It  Avas 
found  tiint  the  cnrreiicies  of  all  the  different 
States  niiglit  be  reduced  to  this  common  measure. 
The  table  of  '-oins  proposed  in  connection  Avith 
this  .sy.'^tem,  Avas— the  croAvn,  of  gold,  of  1,200 
doits  the  half-ciwii,  (>00  doits ; the  dollar,  of 
silver,  300  dcits;  the  sliilling,  100  doits;  the 
groat,  of  20  doits  ; and  tlie  LM])per  doit.  Thus  avo 
see  that,  tluui-h  the  aceounts  Avere  proposed  to  be 
decimal,  the  coinage  Ava.s  mU  decimal,  but  hiuary 
and  tevnanj.  In  1780,  Congre>s  adopted  IVIr. 
Jetfor.son’s  j)lan,  and  adopted  a system  of  coins  of 
the.se  names:  an  to  contain  246 grs.  of 

fine  gold,  to  be  eijiial  to  10  dollars  ; a half-ea^le 
of  similar  pro]*orti«)Us  ; a dullar.,  of  sil\'er,  to  con- 
tain fi75^,  grains  fine;  h<df-doUar.s  of  similar 
proportions;  a double  dime.,  of  75,lj^  grs.  of 
silver  ; half  dunes.,  and  cents,  of  copper,  the  100th 
\\art  of  the  ilollar,  and  half-ceiUs.  Thus,  here  aa'o 
see  the  units  divided  into  halves. 

32.  Tills  leport  Avas  presented  to  Congress, 
but  no  action  was  taken  on  it.  In  1790,  it  Avas 
referred  to  ]\Ir.  Alexander  Hamilton,  the  Secre- 
tary, and  in  the  next  sessinu  he  presented  an 
elaooratt^  report  upon  it.  He  adopted  the  dollar 
as  t!ic  unit,  but  contended  that  it  should  not  be 
attacheii  either  to  gohl  or  silver  exclusively.  He 
proposed  tliat  it  should  corresi)ond  to  24J  grs  of 
]Hire  gold,  or  371 1 grains  of  pure  sih'er,  each  to 
pass  for  I dollar  in  tlie  money  of  account;  the 
alloy  of  each  lo  be  l-12th,  makingthe  unit  27  grs. 
of  standard  gold,  and  405  grs.  of  standard  silver. 
These  proport  ions  for  the  coins  AA^erc  adopted,  and 
an  Act  to  establish  a mint  ami  regulate  the  coins 
Avas  passed  in  1792.  The  alloy  Avas  fixed  at  1 
part  in  12  for  gold,  and  for  silver  179  parts  alloy, 
anil  1,485  fine.  This  proportion,  lioAvever,  Avas 
altered  in  1837,  Avheii  the  alloy  both  of  gold  aud 
silver  Avas  ordered  to  be  1 part  in  10. 

33,  The  introduction  of  the  decimal  system 
into  the  Aim  rican  coinage  was  considered  as  a 
great  triumph  of  science,  mid  Us  authors  boasted 
that  it  had  imd  Avith  the  boundless  approAnilof  all 
eminent  lueii  in  America  and  Europe.  If,  there- 
fore, it  had  1-ccn  found  in  practice  so  very  bene- 
ficial, AA-e  should  naturally  have  expected  that, 
during  the  period  it  has  been  in  force,  uoav  just 
70  years,  it  would  have  entirely  superseded  the 
former  sv'.'^tem  of  pounds,  shillings,  and  pence, 
and  the  binary  division  of  halves,  quarters, 
eighths,  &c.  AVe  should  Inu'e  expected  that  the 
existence  of  the  former  system  Avould  only  have 
been  knoAvn  to  professed  antiquaries,  who  might 
have  looked  upon  it  soineAvhat  in  the  same  light 
as  geologists  do  the  extinct  races  of  animals. 
And  as  for  the  common  people,  they  never  could 
have  been  expected  to  have  heard  of  it  at  all. 
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Hut  is  this  the  fact  in  practice  ? It  is  found  not  to 
be  so.  Hy  hiAv,  tlie  dollar  is  divided  into  dinirs, 
cents,  and  mils.  But  it  is  found  in  practice  tliat 
the  cent  being  taken  as  the  unit,  Avhile  calculations 
upAvards  are  reckoned  decimally',  X\\o?-e  doimwards 
iiiA’ariablA'  proceed  on  the  old  binary  scale,*  Avhile 
the  laAv  declares  that  there  shall  be  no  division  of 
the  cent,  excojU  by^  10,  universal  mercantile 
custom  invariably'  proceeds  by  hal\’cs,  quarters, 
eighths,  &c.  'I'lie  mil  is  utterly  ignored.  Thus, 
Mr.  Slater  ]ilaoed  before  the 'Decimal  Coinage 
Commissioners,  as  an  ordinary  .speeiinen  of  mer- 
cantile ncAvs,  the  fullowing  extract  from  a X’cav 
Orleans  Price  Current: — “Loni.siaim  sugar,  of 
fair  to  fully  fair  quality',  is  quoted  at  7 to  7g  cent.s 
]»er  lb.;  ginger  at  6 to  6^  cents  i^ier  lb. ; tobacco 
at  7|  and  cents  per  \h. ; (and  also,  exCPhtion~ 
ally,  among  a ninltitnde  of  (piotations  exhibiting 
binary  subdivisions,  at  7,*  and  S~  cents,)  Green 
meat  ((lork)  found  jnirchasers  at  7^  cents  per  lb. ; 
and  lard  nt  9^^  to  9g  cent.s.  On  cotton,  tlie  ad- 
vance Avithin  the  week  has  been  fully  | to  J cent 
per  lb.,  Avhilst  freight  to  Liverpool  Avas  taken  at 
to  f cents  this  year,  against  j to  d.  in  1855,  and 

10  ^d-  in  1854.  To  Havre,  cotton  is  taken  on 

freigdit  at  J cents.  A ship  Avas  taken  fur  Bordeaux 
at  j^cent,  and  at  Boston  at  ^ cent.”  Xo  freights 
were  quoted  at  decimal  rat(‘s.  Among  flic  ;miclc< 
finctuating  in  price  by  | cents, Avere  found  almonds, 

bacon,  bagging,  collee,  hides,  lead,  rice,  soar 
spirits.  ^ ’ 

34.  rims  Ave  see,  taking  this  as  a specimen 
oi  the  mercantile  custom  in  America,  that  com- 
mercial instinct  obstinately  rejects  the  decimal  i 
division,  iiotwithstaiuliug  it  U thrust  upon  tliem 
by  law.  And  is  it  jiossihle  to  concidve  they 
would  not  long  ap>  have  adopte.I  it  without  any 
lau  at  all,  it  u had  really  been  more  suited  for 
their  purpose  > Just  as  some  commereial  establish-  , 
meuts  in  this  country  have  adopted  decimals  in  ' 
tiieir  business,  because  it  answers  their  pm-pose 
without  any  law  at  all.  And  no  Avonder*  for  the 
binary  subdivisions  being  found  to  be  those  most 
convenient  lor  commercial  pnrpose.s ; 4ths  could 
not  be  expressed  m less  than  two  figures,  8ths  in 
essthaa  three;  ifiths  in  less  than  four;  32nds  in 
le>s  than  live;  and  64ths  in  less  tliausix.  Thus 
or  instance,  in  the  above  extract,  a=-625\* 

16  = *34375.  M'hat  meinor\'  could 

stand  such  cmi)lcxity  ? In  the  first  place,  it 
woiihl  be  iieeessary  to  recollect  that  three  H rures 
111  the  quotation  meant  stiis;  four  figures  ine.ant 
lhth.s;  and  live  figures  meant  32uds;  and  then  all 
the  viineties  ot  these  fractions.  This  example 

shows  that,  tor  physical  subdivision,  decisials  are 
intolerable. 

3.L  Commercial  instinct,  therefore,  mterlv 
condemns  decimal  subdivision.  But  does  the 
common  practice  of  small  dealers  of  all  sorts 
support  It  any  better  in  commou  life  v The 
eyideuce  before  the  Commissioners  us  deeisivelv 
disproved  that  notion.  During  all  this  loin^ 
period  of  70  years,  it  has  been  found  imiiossible 
to  extirpate  the  old  reckoning  by  shillings  and 
sixpences.  Professor  Kellaiid,  Dean  of  the 
University  of  Ediuburgli,  travelled  extensiA'ely 
through  the  States,  and  gave  in  a most  valuable 
paper  to  the  Conunissiouers.  Wheu  a ualiou 
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' adopt-s  a decimal  coinage,  it  would  nntnrallv  be 
; expecteil  that  they  slionld  miopt  decimal  Aveights 
and  measures.  Indeed,  some  of  the  scieinific 
Avitncs.ses  examined  before  (lie  Parliaincntarv 
Committee  and  the  (Vnnmissinncr.s,  seemed  to 
think  tliat  there  Avas  A'ery  little  use  of  one  Avith- 
; out  the  other.  But  the  Americans  Ikia'c  not 
I decimalized  their  Avcights  and  measures  ; tln-y 
I still  retain  the  oM  ones  tliev  learnt  from  the 
mother  country.  How  is  this,'  if  decimalizafiou 
be  so  good?  Still  more  should  aa'c  exjiect  that 
AA  onl^l  have  made  up  their  parcels  in  shops 
* in  tens,  instead  of  dozens,  to  accommodate  their 
money,*  but  they  have  not  dednialized  their 
parcels.  Professor  Kelland  says,— “ The  decimal 
, system  has  been  the  legal  system  in  America  for 
i (>0  year.^,  and  dozens  have  not  yielded  a iiair’s 
j breadth  as  yet.  The  same  paper  from  avImcIi  I 
. quote,  contains  A'alentiiies,  in  lot.<  of  144,  .36,  24, 

' 18,  12,  aud  3,  bnt  no  tens.”  In  a Cincinnati 
, p!i[)er,  there  Avere  adA-erti.<ed  fm*  sale,  100  dozen 
I jars,  100  dozen  glass,  100  dozen  cans.  Shillings 
I were  the  sums  charged  in  Philadelphia,  in  the 
hotel  bilLs.  d’his  appeared  very  stronglv,  too,  in 
I the  book  catahtgues.  The  prices,  though  ox- 
jiressed  in  cents,  Avere  in  reality  accommodated 
' to  sidlliugs.  Some  Avere  marked  69  c.,  Avhich  in 
reality  meant  5s.  6d,  Xcav  York;  others  63  c. 
Avhich  meant  5s.  X'ow  York,  the  Noav  York 
shilling  being  12^  cents.  The  New  England 
shilling  Avas  16§  cents.  On  examining  12  pages 
of  the  catalogue,  decimal  prices  AA'ere  marktarin 
I 40  cases,  and  non-decimals  in  117.  Aniung  book 
jn-iees,  38  and  31  cents  Averc  mo:-t  frequent  beiii" 
remarkable  numbers  to  choose,  if  there  Avere  no 
particular  reason  for  it.  The  fact  Avas  the  former 
number  meant  3s,  and  the  latter  2s.  6d.  Xew 
l^ork. 

36.  Xor  was  this  opinion  un.snpportod  bv  in- 
telligent natives.  The  Kev.  J.-sIma  Leavitt,  editor 
of  the  Indi‘pe}idenf,  of  Xcav  York,  stated  to  the 
Committee  of  tlie  Canadian  Asscuibh',  in  1855,— 

“ 1 have  no  doubt  of  the  superiority  of  the  decimal 
system  tor  the  purposes  of  accounts;  but  for  all 
the  purposes  of  small  circulation,  in  marketing, 
huckstering,  and  the  like,  I am  persuaded  that 
a duodecimal  currency,  like  that  of  England,  or 
like  that  Avhich  tbrnierly  preA'ailed  in  tlm  city  of 
New  Y'ork,  is  far  ])i*eferable.  These  small  trans- 
actions of  daily  life  outnumber  the  transactions 
of  commerce  almost  infinitely,  and  it  seems  im- 
possible to  make  a doeimal  currency  as  conA'eiiient 
in  these  as  in  the  old  currency.  One  reason  is, 
that  the  decimal  currency  admits  of  only  one 
aliquot  division,  that  is,  into  halves.”  Mr.  Leavitt 
then  shcAvs  the  excessh'e  inconvenience  of  this 
AA'ant  of  divisible  power.  He  also  said, — l^ou 
are  UAA'are  that  in  oiir  (i  e.  X^cav  York)  niai’keting, 
and  otlier  small  ti*aiisactions,  our  business  is  stitl 
done  in  shillings  and  pence,  the  shilling  being 
onc-eighth  ot  a dollar,  and  therefore  coiTespoiidiin^ 
exactly  in  its  A'alue  to  the  old  Spanish  coiu  of 
oiie-eight.  The  proA'indal  currency  of  Xcav 
\ ork,  belore  the  KcA'oIntion,  Avas  framed  ujioii 
the  reckoning  of  8 shillings  to  a dollar;  and 
Avhen  the  Federal  currency  Avas  introduced  in 
matters  of  coin,  the  common  people  still  clung  to 
the-  old  shilling  as  a matter  of  necessary  conve- 
nience in  their  pocket  payments;  and  the  expe- 
rience of  sixty  years  has  not  in  the  least  diminished 
thcii'  attachmeiit  to  this  method  of  reckoning  in 

GO 
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1 mall  paymonts.  * ♦ * * And  not  only  tliis,  j articles  in  the  streets  in  sous!  So  Inn"  do  the 
lilt  we  tind  the  people  of  all  parts  of  the  country  1 old  habits  of  ti  e people  on  so  small  a matter  con- 
re  leanihi"  more  and  more  to  use  the  vernacnhir  timic  against  all  the  etlbrts  of  a itowerful  govcni- 


urreney  of  New  York  in  their  daily  chartering,  meiit.  , . . i • i 

rom  one  end  of  the  United  States  to  the  other.  ' 38.  The  French  introduced  their  decimal  sys- 

fou  will  frequentiv  hear  peo]de  giving  you  the  ; tern  of  monie.«  into  Sardinia  in  1793.  llm  Itra 
n*icc  of  things  in'York  shillings  and  York  six-  i was  diminishcil  to  an  equality  M'lth  Iho  ‘^anc  ; 
leiices.  I think  this  experiment  is  conclusive,  100  old  riedmoiitese //rc  being  coined  into  118;, 
lud  ought  to  be  satisfactory  to  prove  that  the  new  lire,  or  francs.  The  Sardinian  money  is  now 
luodecimal  ciirrencv  iii  small  transactions  is  a I in  all  respects  the  same  as  the  French,  the  coins 
n*eat  public  convenience.  1 am  sure  it  is  only  : of  the  two  corntries  passing  freely  in  each  other, 
his  actual  and  felt  cimvcnience  which  has  enabled  I This  change  M as  continued  by  the  restored 


t to  maintain  its  ground  for  GO  years.  * ♦ * ' dynasty,  after  the  overthrow  ot  the  1 rejich  cm- 

For  mvself,  I have  no  idea  that  >ve  shall  ever  pire.  By  Iums  of  the  V2t\i  August  and  7th  Sep- 
ibandoii  the  shilling  currency;  the  lapse  of  gene-  ( tember,  181G,  and  4th  and  9th  December,  18*20, 
rations  has  only  lixed  it  more  (irmly  u])on  us,  | the  new  lira  m'us  declared  to  be  the  money  ot 
and  I fullv  believe  that  in  a few  years  avo  shall  account,  and  all  contracts^ av ere  ordered  to  be 
have  a Congress  so  governed  by  conmiou  sense,  j made  in  that  ( oiii.  In  18*27,  this  system  was  ex- 
and  so  ali\\*  to  the  convenience  and  Avelfare  of  temlcd  to  the  Duchy  ol  Genoa,  and  in  1843  to  the 
the  peoide,  that  they  M'ill  legalise  the  York  shil-  ^ isUuul  of  Sardinia.  ^ i * 

liii"  and  sixitence,  as  the  eighth  and  sixteenth  of  1 39.  The  French  introduced  the  decimal  systeni 

a dollar,  and  will  give  us  from  our  oavu  Mint  a I into  Belgium  in  1803.  It  was  supiiressed  in  isiG 
corresponding  coinage.”  Tlie  Cmmnittec  of  the  | in  fa\*or  of  the  decimal  system  of  the  Aether- 
Le'dsUitive  Assembly  of  Canada  reported  that  lands,  but  the  French  system  Avas  restored  in 
coins  representing  the  eighth  and  sixteenth  of  a 183-2.  Beforr  1803,  there  Avere  four  distinct  sys- 
dolhir,  Avere  indispensable  in  small  traiisaetions  terns  of  coinage  legalised,  and  in  common  use; 
in  Canada;  these  coins  being  quite  incompatible  namely,  the  Flemish  Hvre,  containing  tAveiity 
with  a decimal  coinage.  schillings,  ea-*h  schilling  twelve  gros,  each  grus 

37.  The  intr^Hluction  of  a decimal  system  of  eight  penninghens,  and  each  iienmnghe  three 
coins  into  Franco,  Avas  easier  than  almost  any  myten.  This  money  Avas  used  cliierty  for  calcuhi- 


other  nation.  The  French  coins,  like  those  of 
Western  Europe,  Avere  divided  into  livres,  or 
francs,  sols,  and  deiiicrs.  But  the  succossiA-e  de- 
preciations had  brought  the  livre,  or  franc,  doAvn 
to  bcloAv  10d.,the  sol  Avas  in  fact  equal  to  Jd.,aiKl 
the  denier  had  altogether  cea.sed  to  exist  as  a coin. 
The  franc  and  the  std  wore  therefore  all  that  Avere 


myten.  This  money  Avas  used  cliieliy  for  calcula- 
ting the  foreign  exchanges,  especially  that  upon 
London,  and  was  continued  so  late  as  1843.  The 
great  commercial  houses  kept  their  accounts  in 
Horins,  divided  into  20  sous,  and  each  sol  into 
sixteen  deiiiers.  This  Avas  also  used  in  the  ex- 
change on  Amsterdam  and  Hamburgh.  The  Bra- 


The  franc  and  the  sol  were  therefore  all  that  Avere  bant  tlorin,  eoiitaining  tAventy  sous,  and  each  sol 
wanted.  It  was  only  to  call  it  liA'e  centimes  in-  tAv'eh'C  dciiieis,  Avas  the  money  used  in  the  tran- 
stead  of  one  sol,  ami  the  thing  Avas  (lone.  A^cver-  sactioiis  of  daily  life.  And  lastly,  the  g*)verii- 
thelcss,  slight  as  tliis  change  av:is,  it  Avas  etfected  meat  accounts  AAcre  kept  in  livres  touniois, 
Avitli  incoirceivable  slowness,  if  indeed  it  can  be  divided  into  tAAcnty  sols  of  France,  ami  each  sol 
said  to  he  done  vet.  The  name  of  the  livre  Avas  into  tAvcIve  d-Miiers.  It  is  not  sui'iirisiiig  that  the 
aholished,  but  that  of  franc  retained.  In  order  to  establishment  of  a single  uniform  system  like  the 
make  it  Aveigh  5 grammes,  it  Avas  found  necessarv  I'reiich  Avas  lonml  to  be  a great  improA'cmeiit  over 
to  increase  its  Aveight  by  l-80th  part.  Slight  a^s  such  conqdicatioii.  But  even  here  the  innueiiso 
this  dirterence  Avas,  it  gave  rise  to  great  disturb-  time  uccessaiy  to  change  the  habits  of  a pco]de 
anee.  Dr.  Gray  says, Even  uoav,  at  the  distance  is  seen.  The  higher  commercial  classes  iit  the 
of  more  than  half-a-ccntnry,  it  is  by  no  means  cities  keep  their  accounts  in  (raiics  and  centimes, 
uniA-ersally  adopted  in  France,  either  in  accounts,  but  the  old  divisions  of  Brabaiil-guiklers  and 
or  still  less  in  the  groat  mass  of  ordinary  retail  stivers  are  still  maintained  by  the  small  tradcs- 
dealings.  As  long  as  the  old  liA'res  remained  in  men  and  shopkeepers,  though  these  coins  have  no 
circulation,  Avheuever  they  Avere  tendered  in  place  monetary  representatiAes.  In  usual  life,  every 
of  a franc,  it  became  a constant  source  of  conten-  man  in  Belgium  is  compelled  to  have  constantly 
tion  which  party  Avas  to  be  the  loser  by  the  bar-  at  hand  his  tables  ot  reduction  of  the  various 
gain  ; one  or  the  other  must  be  so,  as  there  Avas  monies,  both  past  and  jn'esent. 
no  coin  to  represent  the  actual  dillereiico,  and  the  40.  Up  to  1848,  the  SavIss  coinage  AV'as  in  a 
debate  frequently  ended  in  the  weaker  party  state  of  fearful  confusion.  Eacli  Canton  coined 


sol  Avere  combined  to  represent  a iranc,  and  thus  denominations.  ine  reaeiai  C/oiisiminou  oi 
the  receiver  obtaineil  ilu'eeaiul  tlirce  quarters  per  1848  took  aAvay  the  poAver  of  the  Cantons  to  coin 
cent,  bevoml  the  real  value  of  the  ucav  coin  as  money,  and  placed  it  in  the  haiuls  ot  the  lederal 
compared  Avitli  the  old.”  Dr,  Gray  says  that  authorities,  uid  demanded  a monetary  reform, 
even  uoav  accounts  are  still  frequently  "kept  in  In  1830,  u ii'-av  Federal  laAv  on  coins  Avas  passed, 
livres,sols,  and  deniers,  in  tlic  ]»rovinces,  ainl  even  Avhich  Avas  brought  into  elfect  during  1851  and 
in  Baris  itself  the  prices  of  most  of  the  common  I 1852.  The  moneys  of  account  and  usage  Mere 


and  smaller  articles  are  cuiistaiitly  expressed  in 
sous.  Gulig^nfuii^n  ^lesaeifger  is  marked  ten 
not  fifty  centimes,  or  live  decimes.  In  185G,  an 


assimilated  to  the  French,  and  all  the  old  ones 
witlnlraAvn  and  destroyed.  What  an  enormous 
improvement  tliis  Avas,  may  be  judged  by  the 


ordomnince  Avas  issued  to  preA-ent  people  crying  answer  of  M.  Trumhlei*  to  the  Decimal  Coinage 
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Commis.sioners,  avIio  says  that  before  1850,  there 
Avere  current  all  kinds  of  (iernian  dollars, 
German  tlmdiis,  Austrian  ZAA-anzigers,  French 
five-franc  jtieces,  subdivisions  of  the  above,  and 
about  IGO  difiereiit  S>viss  coins.  The  legal  value 
of  most  coins  aa  us  ditferciit  in  almost  every  Can- 
ton ; and  the  current  value  ditfered  CA-erywhere 
fnmi  the  legal  Aaliie!”  Thus,  the  same  coinage 
cimilates  throughout  France,  Belgium,  SAvitzer- 
land,  ami  Sardinia,  and  ]>robably  very  soon  the 
Avhole  monies  of  the  Italian  peninsula  M ill  be 
assimilated,  to  the  immense  relief  nf  travellers. 

41.  The  late  kingdom  of  the  Two  Sicilies  had 
a coinage  i)\'  Avhich  the  ducat  was  the  unit,  divided 
into  10  carlini,  and  each  carlino  into  10  grains, 
and  each  grain  into  10  calli.  But  accounts  Avere 
kept  only  in  ducats  and  grains.  Bayments,  Iioav- 
ever,  Averc  seldom  made  in  ducats,  Avhich  avjis  a 
Aery  rare  coin,  but  in  Xeapolitnn  dollars,  worth 
12  carlini,  or  1*20  grains.  And  here  Ave  have  a 
curious  example  of  a decimal  system  of  accounts, 
wiili  a duodecimal  coinage.  For  the  coins  in 
cireulatioii  Avere  tlie  dollar  of  12  carlini,  or  1*20 
grains;  half-dollars  of  G carlini,  or  GO  grains; 
pieces  of  4 carlini,  3 carlini,  2 carlini,  1 carJino, 
ami  half  a carlino.  Copper  coins  are  in  common 
use,  of  half  a carlino,  4,  3,  2f,,  2,  1^,  1 grain,  and 
half  a grain. 

This  is  a very  strong  and  striking  examide  of 
Avhat  Ave  said  above,  that  as  soon  as  the  unit  of 
money  becomes  of  any  magnitude,  the  i>ractical 
purposes  of  life  irresi>tibly  dv.*maml  a duodecimal 
Coinage.  The  A ery  same  thing  as  is  manifested 
ill  America. 

4*2.  The  Netherlands,  like  most  other  coun- 
tries, Avere  afilicted  Avith  great  monetary  confusion. 
Tin-  basis  of  the  Avhulc,  hoAvever,  Avas  the  florin, 
containing  20  stiA*ers,  or  20  i)eiiee  EngHsli.  In 
18*21,  this  coin  Avas  taken  as  the  unit  of  the  sys- 
tem, and  divided  into  cents  and  half-cents.  In 
this  case  Ave  observe  the  transition  Avas  extremely 
easy.  The  stiver  Avas  already  the  20th  part  of 
the  tloriu,  ami  its  name  Avas  simply  clianged  into 
5 cents,  as  in  France.  Hence  nothing  ucav  re- 
quired to  be  done : it  Avas  simply  to  abolish  a 
miinber  of  the  old  coins. 

43.  Bortugal  is  an  examjilc  of  a country  having 
a single  unit,  like  that  of  China,  and  all  the  coins 
being  multiples  of  that  unit.  Tlie  Bortugiiese 
unit  is  the  rei,  being  e(iual  to  ^ of  a penny.  The 
smallest  coin  is  the  5 reis,  or  j^of  a penny.  But 
though  all  the  moneys  of  account  Avere  decimal 
multiples  of  the  reis,  the  coinage  Avas  not  so.  The 
Coinage  consisted  of  moidores  of  4,800  rei.s  ; cru- 
sadoes,  400  reis ; cruzados  iiovos,  or  pinto,  480  reis ; 
quartiiihos,  1,200  reis;  testooiis,  100  reis;  and 
vintems,  20  reis.  This  coinage  has,  hoAvever, 
iioAv  been  abolished,  and  it  has  iioav  been  deci- 
malized, as  Avell  as  the  accouuts.  The  change 
came  into  operation  in  1857. 

44.  In  Kussia,  the  silver  ruble  is  the  standard, 
being  about  37  or  39  pence.  This  is  divided  into 
100  copecks,  and  the  copeck  is  divided  into  halves 
and  quarters.  The  silver  ruble  AA-as  established 
as  the  unit  of  money  in  1840,  in  place  of  the  ruble 
of  assignation,  to  Aviiich  the  issues  of  depreciated 
paper  had  reduced  the  Kussiaii  standard.  Tlie 
silver  ruble  Avas  equal  to  3|  paper  rubles,  but  the 
subdivisions  of  the  latter  AA*ere  the  same.  And 
here  avc  perceive  that  as  Si>on  as  it  Avent  beloAV 
cents,  the  binaj*y  division  Avas  found  necessary. 
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45.  In  Greece  the  ilrachma  is  the  unit,  being 
in  value  about  8^d.  this  is  divided  into  100  lejtta, 
the  latter  being  about  t of  a farthing.  The 
drachma,  however,  is  an  imaginary  coin,  ami 
foreign  coins  of  gold  and  silver  are  current  at  a 
regulated  value.  The  only  Greek  coinage  is 
copper.  Hence,  although  accounts  are  kejit  deci- 
mally, there  is  in  reality  no  decimal  coinage. 
Drachmas,  half  and  <iuarter  drachmas,  are  sup- 
posed to  exist.  Here  Ave  see  as  usual  binary 
division  for  practical  pnrpo.^es. 

4G.  Such  are  the  examples  of  actually  existing 
decimal  systems  both  in  accounts  and  coinages, 
and  Ave  .shall  find  that  tliey  Avill  throAv  much 
light  upon  the  important  question  AAiiether  it  is 
expedient  to  decimalize  the  coinage  of  this  country. 
AVe  observe  then,  tliat  the  highest  unit  in  a decimal 
system  of  coinage  is  the  Aiuericaii  dollar,  Aviiich 
is  divided  nominally  into  dimes,  cents,  and  mils. 
But  practically,  the  only  moneys  of  account  are 
dollars  and  cents.  The  next  highest  is  the  Nea- 
poliuiu  ducat,  4H  pence,  divided  nominally  into 
lOihs,  loot hs,  ami  l,000ths.  But  in  jiractice  the 
accounts  are  kejrt  iu  ducats  and  grains  only.  The 
coinage  is  entirely  duodecimal.  The  next  highest 
unit  is  the  Russian  ruble,  about  3Sd.,  both  nomi- 
nally and  in  ju-actice,  divided  into  100  copecks, 
but  the  copeck  is  divided  into  halves  and  quarters. 
Then  comes  the  Netherlands,  Avitli  its  uiiitof  20d., 
divided  into  cents,  and  these  into  half  cents.  Then 
the  French,  Saa-Iss,  Belgian,  and  Sardinian  unit 
of  10(1.  nearly,  divided  nominally  into  decimes, 
centimes,  ami  iiiillieines,  but  practically  only  into 
francs  and  cents.  Here  tlie  centime  is  a coin  so 
much  below  all  ordinary  use  that  there  is  no 
occasion  for  its  division,  and  Avhether  in  commer- 
cial transactions  it  is  so  or  not,  mc  have  no 
information.  Then  comes  the  Greek  unit,  also 
divided  into  lOOths;  and  lastly,  the  Bortiigueso 
unit,  which  is  beloAv  the  purposes  of  common  life, 
and,  therefore,  does  nut  require  division.  In  all 
of  these  Ave  observe  that  Y>raeticaliy  people  refuse 
to  go  beloAV  cents  in  their  accouuts ; so  that  Ave 
may  fairly  consider  them  as  the  pivots  of  the 
coinage,  and  AAiieiievcr  they  go  beloAv  cents  in 
business,  they  iin-ariably  reject  the  decimal  divi- 
sion, ami  .adopt  a binary  one.  And  this  becomes 
clearer  as  the  iioiuiual  unit  becomes  larger. 

47.  The  question  of  decimalizing  the  coinage 
and  accounts  of  this  country  has  been  mooted  at 
varhnis  times.  In  181G,  a royal  commission  aa-us 
appointed  to  consider  the  possibility  of  establish- 
ing a more  uniform  system  of  Aveiglits  ami 
measures.  They  reported  that  the  existing  sub- 
division of  Aveights  and  measures  Avas  fur  more 
coiivenieut  for  practical  purjioses  than  the  deci- 
mal scale.  In  18*24,  Sir  John  (afterAvai'ds  Lord) 
Wrotteslcy  brought  forAvard  a motion  in  the 
House  of  tomiiioiis  for  inquiring  into  the  appli- 
cability of  the  decimal  system  to  coins.  He  pro- 
posed pounds,  double  shillings,  and  farthings,  re- 
duced four  per  cent,  in  value;  iu  fact,  Avhat  is  iioav 
kiiOAvn  by  the  name  of  the  pound  and  mil  scheme. 
The  motion  avus,  hoAVever,  Avithdrawu,  aiul  the 
currencies  of  England  and  Ireland  Avere  soon 
aftei-Avards  assimilated.  The  standards  of  Aveiglit 
and  measure  Avere  lost  Avheii  the  Houses  of 
Barliament  Avere  burnt,  iu  1834,  ami  in  1838  a 
Commission  av.is  appointed,  consisting  of  the 
Astronomer-Royal  (Mr.  Airy),  the  Bresideiil  of 
the  Royal  Society  (Mr  Frauds  Baily),  !Mr.  J.  E, 
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Driiikwater  Dcthune,  Sir  J,  W.  F.  Ilerschel,  Bnrt., 
Sir  J.  G.  Shaw  Lefevn%  Sir  J.  W.  Lnbbtick,  Bart., 
the  Very  Kev.  Geor^^e  Peacock,  Dean  of  Ely, 
l^owmleaii  Professor  of  Astronomy,  and  the  Kev. 
B.  Sheepshanks,  all  men  cUstiiifjuished  in  seieuce, 
but  not  one  having  any  practical  knowledfre  of 
commerce.  The  Commissioners  reported  in  1841, 
strongly  recommemlin*?  the  decimalization  of  the 
coina;^e,  on  the  same  system  as  already  proposed 
by  Sir  John  AVrottesley.  In  184:1,  a second  Com- 
mission was  aiipiiinled,  containin^f  the  names  of 
the  Astronomtu'-Uoyal,  Sir  .John  Ilerschel,  Sir 
.T.  G.  S.  Lefevre,  Sir  J.  AV.  Lulthock,  the  Dean 
of  Ely,  and  Air.  Sheepshanks,  members  of  the 
former  Commission,  to  whom  were  ad<led,  the 
Manpiis  of  Northampton,  President  of  tlie  Royal 
Society;  the  Earl  of  Rosse ; Lord  AA’rottesley  ; 
and  Professor  Aliller.  Tlie  Report  of  this  Com- 
mission, composed  exclusively  like  the  former  of 
men  of  science,  agreed  with  the  former,  aud  pro- 
posed to  carry  out  its  recommendations. 

48.  In  1847,  a motion  was  made  in  the  House 
of  Commons,  by  Sir  John  Rowring,  on  the  24th 
April,  for  an  Address  to  the  Crown  in  favor  of  the 
coinage  ami  issue  of  silver  pieces  of  the  value  of 

1- lOth  and  1-lOOth,  of  the  pound  sterling,  in  order 
to  introduce  the  decimal  subdivisions  ot  the  coin- 
age. The  motion  was  withdrawn,  on  tlie  engage- 
ment of  the  Chancellor  of  the  Exchequer  tliat 
pieces  of  the  value  of  the  tenth  of  the  pound 
should  be  coined.  This  was  done,  and  these  pieces 
c;dled  tiorins,  are  now  in  general  circulation. 

_ 49.  On  the  2flth  of  March,  18o3,  the  Commis- 
sioners of  184:J,  hearing  that  a coinage  of  copper 
was  in  contemplathui,  addressed  a letter  to  Air. 
Gladstone,  then  Chancellor  of  the  ILxcheqner, 
strongly  urging  upon  him  tliat  this  copper  coinage 
should  be  in  i>ieces  of  the  value  of  1-1 000th, 

2- lOOOths,  and  4-lOOOths  of  a pound,  bung  4 per 
cent,  below  the  present  farthing,  half-jieimv  and 
penny,  with  the  view  to  the  introduction  of  the 
decimal  system.  On  the  5th  of  Ajiril,  Afr. 
Gladstone  was  asked  in  the  House  of  Commons 
whether  it  was  the  intention  of  Government  to 
carry  out  the  decimal  system,  by  coining  the  new 
copjter  money  on  that  scale.  The  Chancellor 
replied  that  there  was  no  intention  on  tlie  part  of 
the  Government  to  make  any  change  in  the  copper 
coinage.  Nevertheless,  considering  the  great  im- 
portance of  the  subject,  tlicy  would  support  the 
motion  for  a Committee  by  one  of  the  members. 
Accordingly  on  the  12th  of  April,  on  the  motion  of 
JJr.  AA^  Rrown,  member  for  South  Lancashire,  a 
Committee  was  appointed  to  consider  and  report 
upon  the  expediency  or  otherwise  of  adopting  a 
decimal  system  of  coinage. 

50.  This  Committee  examined  twenty-five 
witnesses,  all  of  whom  were  in  favor  of  a decimal 
system  of  ctdnage,  and  all  rectnnmended  the 
p4)und  aud  mil  scheme,  as  the  plan  of  the  former 
Commissioners  was  called,  witli  the  exception  of 
Mr.  Headlam,  member  fur  Newcastle, who  strongly 
urged  the  exi»ediency  of  making  the  {d,  The 
basis  of  the  coinage,  and  multiplying  from  that 
unit.  This  would  make  the  putiiul  sterling  equal 
to£l  Os.  lOd.  The  Committee  made  their  report 
on  the  1st  of  August,  strongly  recommending  the 
adoption  of  the  pound  and  mil  scheme.  Tlu-v 
recommended  the  withdraw'al  of  the  half-crown,  j 
the  3d.  and  4d.  piecesi  and  the  introduction  of 


copper  coins  of  I,  2 and  5 mils,  and  silver  coins 
of  10  and  20  mils. 

.71.  The  Report  of  the  Committee  excited 
much  discus  don  in  the  newspapers  and  among 
the  public,  and  was  followed  as  usual  by  a great 
eruption  of  pamphlets.  Rut  a mest  extraordi- 
nary difiercnco  of  opinion  soon  nninifested  itself 
among  the  zt  alous  advocates  for  a decimal  system. 
No  less  tluu  eleven  ditlereiit  schiaues  were 
brought  forward,  and  urgently  pressed,  all  leased 
on  some  pai  ti(uilar  coin  of  tlie  existing  moneys. 
Alost  of  them,  too,  were  hostile  to  the  adotitiou  of 
any  rival  vscl  eme,  and  ])referred  to  maintain  the 
existing  coioage  rather  than  have  any  ]dan  but 
tlieir  own  adopted.  These  rival  scliemes  intro- 
j duced  greater  complexity  into  the  question.  In 
I 1855,  the  lL)Use  of  Commons  ])assed  a resolution, 

I by  L35  to  5(i,  in  favour  of  the  further  extension  of 
I the  decimal  .system.  But,  before  finally  deciding, 
the  GoveniuK-nt  referred  the  whole  matter  to  a 
Commission,  composed  of  Lonl  Mouteagle,  Lord 
I Overstone,  a id  Air.  J.  G.  Hubbard.  This  Com- 
mis.siou  made  a preliminary  re|>ort  in  April, 
1857,  signed  by  all  its  members.  They  examined 
a number  of  witnesses,  who  were  adverse  to  the 
pound  and  mil  scheme,  and  tliey  prepared  a series 
ot  question.s  to  be  addressed  to  eiuiuent  jiersons 
who  lived  in  foreign  Countries,  where  the  decimal 
system  was  already  in  use.  Moreover,  Lord 
Overstone  prepared  a series  of  questions,  framed 
>vitli  tlio  view  of  liriiiging  into  distinct  notice  aud 
examination  some  of  the  advantages  of  the  present 
system  of  coinage,  and  some  of  the  principal  ditB- 
culties  and  objections  which  have  been  suggested 
as  attending  the  introduction  of  a system  of 
decimal  coinage. 

^ 52.  The  rvidence  given  before  this  Commis- 
sion, together  with  the  experience  gatiiered  from 
foreign  countries,  ami  the  answers  to  Lord  Over- 
stone’s (tuestioiis,  may  be  said  to  have  conqiletely 
changed  the  aspect  of  the  question,  and  to  have 
coiichisiyely  settled  it  against  the  decinializatiou 
of  the  English  coinage.  Lord  Alonteaglc  retired 
from  the  CuMinission,  and  the  final  report  was 
delivered  on  the  5th  April,  1859,  signed  only  by 
Lord  Overstniie  and  Air  Hubbard.  The  con- 
clusions whicli  they  jointly  arrived  at  were,  that 
the  experience  of  foreign  countries,  wdiere  the 
decimal  coinage  had  been  introduced,  was  full  of 
instruction  and  warning  to  us ; but  the  circum- 
stances of  tills  country  were  so  difiereiit,  that 
no  safe  concbision  could  be  drawn  from  them. 
That  commercial  men  as  well  as  others  were 
greatly  divid-'d  on  the  subject.  That  it  Avas 
diliicult  to  come  to  any  useful  conclusion 
as  to  the  merits  of  the  decimal  system  in  the 
abstract,  and  distinct  and  peculiar  dilliculties 
attended  each  separate  form  jiroposed  for  adop- 
tion. That  the  penny  sclieme  had  many  advan- 
tages over  the  pound  ami  mil  scheme;  neverthe- 
less that  the  state  of  luiblic  feeling  woukl  not 
allow  tlic  pound  to  be  di^turbed.  That  as  regarded 
the  pound  ami  mil  scheme,  there  appeared  to  be 
an  advantage  in  calculations,  though  the  extent 
of  the  advantage  Avas  much  disputed.  Tliat  Avith 
regard  to  the  reckonings  of  tlie  shop  and  the 
market,  and  for  mental  calculations  generally,  the 
present  system  Avas  unquestionably  the  best,  as 
Avell  as  regarded  tlie  coins,  provided  by  the  rival 
schemes.  Tli.it  the  pound  and  mil  scheme  could 
not  be  looked  upon  as  a demonstrative  iinprove- 
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TTietit,  but  rather  as  a doubtful  experiment, 
attended  Avith  many  transitional  difiictdties, 
partly  of  a moral  character,  arising  from  the 
difiieulty  of  changing  established  usages  and 
habits,  and  partly  mechanical,  arising  from  the 
non-interchangeability  of  the  old  aud  new  coins. 
The  advantages  of  decimal  accounts  might  be 
attained  Avithout  disturbing  the  coinage,  by  a 
more  extensive  use  of  the  practice  uoav  adopted 
at  the  National  Debt  Otiice,  ami  the  principal 
Assurance  Offices.  That  under  existing  circum- 
stances, it  was  not  desirable  to  disturb  established 
habits  by  an  attempt  to  introduce  any  new  prin- 
ci]ilc  into  the  coinage  alone. 

53.  These  Avere  the  joint  resolutions  adojited 
l)y  the  two  Commissioners.  Rut  Lord  OA'CTstone 
prepared  a draft  report,  mo.st  ably  ami  fully  dis- 
cussing the  evidence  obtained  by  the  Commis- 
sioners, and  weighing  the  alleged  advantages  aud 
disadvantages  of  each  scheme  Avith  jicrfcct  impar- 
tiality. The  clear  ami  cNiuvincing  Avay  in  wliich 
the  question  is  argued  in  all  its  difiereiit  bearings, 
may  be  con.'idered  to  iiave  finally  disposed  of  the 
subject.  (Decimalization.) 

C0IN2E,  F.  V. 

Btiavs  Jnndemeutfdes  fie  la  bonne  Culture.  Paris, 
1847. 

lutrodurtion  a un  plan  frenerfd  (F administration 
civde  et  de  colonisation  Airricole  en  Alirerie.  Paris, 

1847. 

Question  de  V organisation  du  Travail.  Paris, 

1848. 

COLBEBT,  Junior.  Pseudonym. 

'The  Age  of  Taper ; or  an  Essay  on  Banks  aud 
Banking;  containing  the  history  of  (he  most  re- 
markable Taper  Bubbles.  Loiidou,  1793. 

COLBERT,  JEAN  BAPTISTE,  the 

greatest  minister,  jirobably,  that  ever  ruled 
France,  and  by  many  erroneously  siqiposed  to  be 
the  author  of  the  Ib-otectionist  system,  Avas  born 
at^  Reims,  the  29th  August,  1019,  the  son  of 
Nicholas  Colbert,  a small  laiidoNviier  of  Cham- 
jiague,  and  Alarie  Piissort.  Ilis  father  aaus 
styled  Lord  of  VamHeres,  ami  Avas  of  Scotch 
descent,  and  after  his  sun  ro.se  to  gi*eatiiess,  many 
curious  inquiries  AVere  started  Avhelher  he  had 
ever  been  in  trade,  or  aa  us  entitled  to  be  called 
noble,  Avithout  any  very  satisfactory  ansAver. 

Jean  Baptiste  Avas  placed  A'ery  young  in  a 
mercantile  house  in  Lyons,  but  his  ambition 
pointed  to  Paris,  and  by  me;ins  of  his  uncle,  Col-  . 
bert  of  St.  Pouange,  Intemlant  of  Lorraine,  ami  | 
brother-in-laAv  of  the  Secretary  Le  Tellier,  he  j 
Avas  placed  in  his  office. 

Being  sent  to  Sedan,  Avhere  Alazarin  AA'as  in 
exile,  by  the  Secretary,  Avitli  a letter  of  the 
(iueen,  Avitli  oi  ders  to  bring  it  back  Avitli  him,  the 
Cardinal  Avished  to  keep  it.  But  Colltert  insisteil 
oil  having  it  back,  nutwithstandiug  the  auger  of  i 
the  Cardinal.  Some  time  afterwards,  Avhen  he 
returned  to  Paris,  being  in  Avant  of  a Secretary,  i 
ho  applied  to  Le  Tellier,  avIio  gUA'C  him  Colbert.  I 
The  Cardinal  avus  in  reality  [deased  at  the  firm-  I 
ness  of  the  young  man  in  obeying  his  orders,  and 
desired  him  to  serve  him  as  faithfully  as  he  had 
done  liis  former  master. 

Colbert  soon  rose  high  in  the  Cardinal's  esteem, 
Avho  appointed  him  his  inteiidaut,  or  stcAvard.  In 
1649,  he  AA'as  appointed  one  of  the  Council  of 


I State,  and,^  during  tho  Fronde,  ho  was  the 
i minister's  right-hand  man.  AVhen  the  minister 
I Avas  banished,  Colbert  remained  in  Paris,  and 
Avaslii.s  agent  for  commiiiiicating  Avith  the  Court. 

Ill  1650,  he  married  Mary  Charon,  Avhose  father 
j iiad  made  a large  fortune  in  trade.  Being  threat- 
I ened  Avith  a licuA*y  tax,  Colbert  got  him  exempted, 
and  in  return  the  merchant  ga\'c  him  his  daughter, 
Avith  a handsome  doAvry.  CN>lbert’s  family  soon 
shared  the  bounty  of  the  minister,  and  by  1655, 

' they  AA’ere  all  placed  in  good  posts, 
j Louis  XIV.  Avos  kept,  during  his  minority,  in  a 
stale  of  shameful  penury.  But  Avhile  the  king  avus 
in  Avant  of  the  commonest  necessaries,  tlie  profligate 
ministers  battened  on  corruption.  Alazarin,  Avith 
boundless  rapacity,  and  by  gaming,  accumulated 
a fortune,  which,  under  the  skilful  management 
of  Colbert,  grcAv  to  ctfiussal  diniensiuns.  The 
financiers  and  farmers  of  the  revenue  lived  in  the 
most  profuse  splendour,  Avliile  tlie  king  and  the 
IKM>]dc  AA'ere  starving.  The  chief  minister  of 
linaiicc  was  Fouqm  t,  Avho  emulated  Alazarin  in 
his  rapacity.  It  has  been  urged  as  a charge 
against  f’olbert,  that  he  laboured  systematically 
to  overtliroAv  him,  to  steji  into  his  place.  The 
evidence  in  favour  of  the  charge  is  not  very  clear, 
and  evon  if  it  Avere,  Fouqiiet  Avould  not  be  en- 
titled to  mneh  sympathy.  Alazarin  thought  more 
than  once  of  disjdacing  Fouquet,  but  in  1657, 
Colliert  dissiiadrd  him  tVum  it,  alleging  the  merit 
of  the  superintendent,  la  1659,  hoAvever,  he 
drcAV  lip  an  elaborate  memoir  on  the  finances, 
shoAving  all  the  mischief  of  Fouqnet's  system,  for 
the  private  infnnnation  of  the  Cardinal.  Fomiuet 
obtained  a copy  of  it  by  bribing  tlie  post-master. 

In  the  same  year,  Alazarin  sent  Colbert  to  Po))e 
Alexander  VI 1.,  to  persuade  him  to  restore  tlie 
Duchy  of  Castro  to  the  Duke  of  Parma,  and  to 
assist  the  Venetians,  avIio  Avere  besieged  by  the 
Turks  in  Caiidia.  But  the  Pope  liated  Alazarin, 
and  so  the  mission  failed.  After  remaining  in 
Italy  four  months,  and  vainly  urging  some  other 
states  to  assist  the  Venetians,  he  returned  to 
Pari.s,  and  foniul  Alazarin  struck  Avitli  the  malady 
of  Avhich  he  died  in  the  folloAving  year. 

As  death  drew  near,  Alazarin  became  alarmed 
lest  the  king  might  striji  his  family  of  ids  ilU 
gotteii  AAcalth.  Colbert  advised  him  to  jireseut 
it  all  to  the  king,  being  avcII  assured  that  he 
AA'ould  give  it  all  back  again.  The  king  accord- 
ingly  gave  him  permission  to  dispose  of  it  as  he 
pleased. 

Alazarin  left  him  his  executor,  and  in  his  aa  III 
recommended  him  to  the  king,  as  an  adequate 
return  for  all  the  beuetits  he  hud  received  from 
him. 

The  finances  had  long  been  in  terrible  disorder. 
The  farmers  Avere  all  occupied  in  A\ringing  as 
much  as  they  could  from  the  people,  ami  giving 
a.s  little  as  they  could  to  tin*  treasury.  Tlie  king, 
by  an  unexi»ected  force  of  Avill,  determined  never 
again  to  submit  to  :?uch  a thraldom  as  that  of 
Alazarin,  and  to  be  liis  oaa'ii  minister.  He  u>ed 
to  preside  regularly  at  the  Council.  Fomiuet’s 
accounts  Avere  purposely  my?.titied,  but  at  the 
next  meeting  of  tlie  council  the  king  used  to 
astonish  every  one  by  unravelling  all  their  mysti- 
fication, and  exposing  their  errors.  The  fact  was, 
that  Colbert  used  to  be  closeted  Avith  him  for 
several  hours  every  evening,  initiating  him  into 
the  mysteries  of  finance. 
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The  kingdom  wa.s  overwhelmed  with  debts. 
The  interest  paid  was  50  prr  cent.  Sully  had 
tried  to  reduce  the  Rentes  on  the  Hotel  de  Ville, 
but  this  produced  an  insurrection,  and  he  was 
forced  to  abandon  it.  In  HJ48,  Ma/.ariu  was 
unable  to  i»ay  the  interest,  and  this  was  one  of 
the  ostensible  j)retexts  of  the  Fronde. 

The  fate  of  the  tiuanciers  was  soon  settled. 
There  'W(*re  abundance  of  precedents  for  such 
cases.  France,  to  her  misfortune,  had  been 
many  times  in  a similar  ]n*cdicament.  Eight 
times  before,  Chambers  of  Justice  had  been  ajt- 
poiiitcd,  to  make  the  financiers  disgttrge  their 
]»Uinder.  Foniiuet  was  struck  down  in  the  very 
lu'ight  of  his  greatness.  The  king,  intent  on  his 
destruction,  treated  him  wdth  extraordinary  gra- 
ciuusness.  AVhen  all  -svas  ready,  the  execution 
was  left  to  Colbert,  and  he  was  arrested  on  leaving 
the  council.  In  November,  lOGl,  an  edict  was 
issued,  douoniicing  in  vehement  language,  the 
nialjtractices  of  the  financiers.  On  the  lltli  l)e- 
cciuljer,  all  the  clergy  were  ordered  to  invite 
their  congregatauis  to  come  forward  publicly,  ami 
give  information  of  any  financial  crimes  com- 
mitted since  Uh35. 

The  rapacious  crew  were  struck  with  terror. 
Many  lied  the  country,  many  were  imin'isoiied, 
some  were  tortured,  and  some  were  hung.  Five 
liiuidred  were  ctuidemnod  to  make  restitution  to 
the  aimmnt  of  110  millions. 

Louis  deterniined  that  Foiuinet  should  have  no 
successor,  any  more  than  Alazarin.  A few  days 
after  his  arrest,  a royal  council  of  finance  was 
funned,  with  the  Marechal  dc  Villeroi  nominally 
at  its  Iicad,  but  with  Colbert  as  the  real  man  of 
business.  Its  meetings  were  held  every  week,  and 
the  king  regularly  attendeil,  and  signed  every  order 
for  money.  Hereditary  riglits  to  ofliees  in  the 
finances  were  abolished,  and  il  was  eiiactiMl  that  the 
Stale  sliould  have  the  first  lien  on  all  theprojiertv 
of  the  financiers,  and  their  jji'olits  were  reduced 
from  5 sous  to  9 deniers  the  livre.  The  sums 
disgorged  by  these,  in  the  hands  of  the  Chamber 
of  Ju>‘tice,  supplied  some  ready  money,  and  Col- 
bert made  the  financiers  aecejit  bills  at  15  montlis 
for  the  taxes,  which  supplied  him  witli  iimre. 

The  restoration  of  the  credit  of  the  country  was 
marvellons.  rrevionsly  to  this  time,  the  govern- 
ment ofiieials  of  all  sorts  were  obliged  to  pay 
court  to  the  fiiianeicrs  to  get  paid,  and  they 
thought  themselves  lucky  if  they  could  get  bills  at 
18  muutiis  or  two  years.  In  U!G2,  the  king  not 
only  paid  otf  all  the  arrears  of  16(K)  ami  UJGl,  bnt 
made  them  an  advance.  He  not  tmly  refused 
1,600,000  livres  to  give  up  Ids  liurehase  of  Dun- 
kirk, but  he  borrowed  5,000,000  at  5^  percent, 
to  pay  for  it.  In  September,  1661,  France  and 
Europe  saw  the  king  in  constant  difiicnltics, 
living  on  the  credit  of  his  friends,  and  unable  to 
undertake  any  extram-dinary  expense : in  Sep- 
tember, 166*2,  Colbert  uttered  the  proud  boast, 
that  all  Kuro[»e  was  afraid  that  the  king  wouhl 
buy  uj*  nny  town  or  country  he  had  a fancy  to. 
He  said  lliat  his  master  had  only  to  stanij)  his 
foot  on  any  part  of  France,  and  money  would 
sj>riiig  up. 

In  1674,  during  tlie  height  of  the  wai'  with 
Holland,  the  king  not  only  ]»aid  back  50,000 
livres  which  the  merchants  had  presented  him 
M'ith,  but  added  a gift  of  6,000  more,  to  requite 
them  for  their  zeal. 


The  best  eulogy  on  Colbert’s  management  of 
the  finances  is  a simple  statement  of  the  receipts 
and  ex])Cmiiture  during  the  first  eleven  years  of 
his  administration,  till  the  war  with  Holland. 
They  were  as  follows  : — 


llCC«‘!ptS. 

ExpeTKlitti  ro. 

1662 

...  75.56S,7.jO  liv. 

...  74,82(5,456  liv. 

l6(h'j 

...  48.o:>:),826 

...  4(5, 82(5, 576 

1664 

...  63.tii»2,796 

...  63,071.(M)M 

166>.> 

...  90..ss.3,',)73 

...  tH).871.H56 

1666 

...  67,LV.MKd 

...  66.(51 1,895 

16(>7 

...  72..520,92r) 

...  72.(K»0,744 

b;c.8 

...  7*  1,^7.7,374 

...  70.875,381 

lr»<59 

...  76,468.067 

...  76.283.749 

1670 

...  7:V.-H)o,755 

...  77,209,879 

1671 

...  87..7<d.o77 

...  8;5.875.723 

1672 

...  87,0(;7,787 

...  87,92S,:>61 

810,471,228 

— — 

But,  says  M.  Joublean,  from  whom  these 
figures  are  taken,  there  is  to  be  deducted  from 
therecdiUstliesum  of  4,292,773  livres  on  account 
of  money  carried  from  one  j'car  to  another, 
leaving  a total  actual  receipt  of  809,610,458  livres, 
leaving  on  the  whole  period  of  11  years  an  excess 
of  860,770  livres  of  expeiuliturc  nver  reeeii)ts. 
Such  were  the  halcyon  days  of  French  finance ! 
Gone,  we  fear,  never  to  return. 

There  was  one  evil,  however,  which  Colbert 
tried  in  vain  to  gi'applo  with,  though  as  long  as 
he  lived  it  was  kept  in  somewhat  moderate 
bounds,  bnt  after  his  death  was  one  of  the  prin- 
cipal causes  of  the  ruin  of  the  finances  and  the 
monarchy. 

Since  the  times  of  the  last  Valois  of  the  first 
branch,  ccrlaiii  sums  liad  been  paid  to  bribe 
foreign  princes.  These  were  called  ordonnanves  da 
comjdfuit^  bet  ause  they  were  general  orders  on  the 
treasury  lanable  on  demand,  witlumt  specifying 
the  partii  uh  rs.  This  i)lau  was  used  aftiTwanls 
to  cover  the  gi'eatest  abuses.  The  princes  of  the 
blood  had  no  civil  list,  and  all  their  expenses 
ought  to  have  been  checked  by  vouchers  by  the 
])ropcr  olUei  rs.  This  was,  however,  naturally 
felt  to  be  very  degrading,  and  consequently  tliey 
adopted  the  cover  of  an  ordminance  du  enmptant. 
This  had  grown  to  an  enoruions  abuse.  From 
1630  to  1656,  the  average  yearly  amount  of  the 
ordounaiiccsthicfnnptunt  had  been  lOmlllton  livres. 
From  1656  to  1659,  they  smldenly  rose  to 
upwards  of  320  millions.  Such  extravagance 
alarmed  Colbert,  and  he  tried  in  vain  to  abolish 
it.  What  ci'Uld  he  do  against  the  extravagance 
of  the  king,  and  the  rai»aeity  of  his  mistre.sses, 
and  the  crowds  of  greedy  courtiers,  and  ail  the 
herd  of  kings,  foreign  ministers,  and  ])atriots, 
who  were  all  clamouring  for  French  gold?  All 
he  could  do  was  to  endeavour  to  regulate  (hem  a 
little,  and  th'-usttlieni  outlie  king’s  notice  as  often 
as  jtossible. 

In  1674,  the  king's  credit  was  so  good  that 
Colbert  advised  liim  to  open  a bank  to  receive 
public  depo^its  to  the  amount  of  12  millions. 
Everyone  might  place  what  sum  he  pleased,  and 
received  an  order  signed  by  the  farmer-general, 
payable  one  year  after  date,  with  live  per  cent, 
interest.  This  bank  was  found  of  the  greatest 
service  during  the  war,  and  was  retained  for  some 
time  after  tin-  peace,  and  enlarged  to  20  millions. 

On  the  3Ut  December,  1681,  the  fund-holders 
who  held  stock  created  in  1674,  1676,  and  1679, 
received  notice  that  their  principal  would  be  paid 
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oft’,  ami  those  who  had  taken  loans  at  the  14tli, 
16th,  and  I8th  denier  (or  at  7 l-7lh,  6 2-3rds, 
aml5  5-9ths  per  cent.)  were  allowed  to  convert 
them  into  new  stock  at  the  20i!i  denier,  or  five 
per  cent. 

Lastly,  to  shew  the  dilTerenco  betw'cen  the 
state  in  which  ho  found  France,  and  the  slate  he 
left  it  in  at  his  death,  we  may  give  these  figures  : 


1661 

1683 


Inton'st  cn  Net  sum  received 
Taxes.  Debts.  bv  the  TYesisury. 

84.222.196  61,377,184 '.22.8.972sl 

116,0:k1,374  23.3<w.274 92.(7fiq,00 


These  are  sufficient,  as  financial  details.  AVe 
shall  turn  to  some  other  parts  of  his  adminis- 
tration. 

No  sooner  was  Colbert  firmly  seated  in  ])ower, 
than  he  began  to  develop  his  gigantic  schemes  of 
organization. 

The  first  thing  to  reform  was  the  tarifts  of  the 
custom-houses,  foreign  and  domestic.  Nothing 
could  be  more  complicated  and  bizarre  than  they 
were;  and  they  were  made  an  instrument  of  enor- 
mous o])i)ression  in  tlie  hands  of  the  farmers,  who 
could  alter  the  duties  as  they  pleased,  and  were 
always  sure  of  being  able  to  bribe  the  judges  to 
doeiiie  in  their  favour.  Each  province  had  its 
own  custom-houses.  Sully  had  tried  to  do  away 
with  these  barriers,  and  failed.  The  States 
General,  in  1614,  remonstrated  against  them  in 
vain.  Frivate  interests  were  too  strong,  and 
instead  of  being  diminished,  the  burdens  were 
increased.  In  1621,  Louis  XI II.  even  erected 
new  ones  where  none  had  ever  lieen  before',  and 
new  imposts  were  levied  in  spite  of  the  complaints 
of  the  merchants,  many  of  wliom  abandoned  com- 
merce from  these  vexations.  Agriculture  itself 
was  weighed  down,  largo  districts  were  left  fal- 
low, ami  the  country  Avas  filled  with  beggars  and 
vagalumds.  In  1654,  the  six  corps  of  merchants 
in  Paris  presented  a remonstrance  to  the  king, 
saying  that  excessive  taxes  destroyed  industry. 

Colbert  wished  to  SAveep  aAvay  all  these  bar- 
riers; but  he  could  do  nothing.  Stolid  resistance 
Avas  too  poAA^erful  for  him.  Most  of  the  provinces 
Avere  systematically  hostile  to  anyiliing  Avhich 
could  assimilate  them  to  each  other.  They  Avere 
iiicori>orate<l  Avith  the  mouarehy  on  condition  of 
retaining  certain  privileges,  ami  they  Averc  perti- 
naciously attachetl  to  their  indivitluality,  and 
valued  these  barriers  and  custom-houses  for  that 
very  purpose.  Colbert  had  triiimjihed  over  large 
masses  of  individuals,  but  he  could  not  uA'crcome 
the  Estates  of  each  province.  All  he  could  i>er- 
suade  tliem  to  do  Avas  to  modify  and  sinqilify 
their  tarifts.  There  Avere  five  great  farms  in  force 
through  a considerable  number  of  the  provinces, 
called,  from  that,  “ The  Provinces  of  the  Five 
Great  Farms.”  Others  Avere  called  “The  Pro- 
vinces foreign  to  them and  the  tAvo  bordering 
on  Germany,  Alsace  and  Lorraine,  as  Avell  as 
several  seaports,  Avere  called  “ provinces  treated 
like  foreign  countries,”  because  they  Avere  allowed 
complete  free-trade  Avith  foreign  countries,  and 
goods  coming  from  them  Avere  treated  exactly  as 
if  they  came  from  foreign  countries.  These  great 
farms  being  held  by  difierent  leases,  gave  rise  to 
an  immense  amount  of  trouble  and  tyranny,  and 
a great  multiplication  of  ctfiices.  Colbert  reduced 
them  all  into  one,  and  immediately  doubled  the 
produce. 

Louis  XI.  founded  a postal  service  in  1464,  for 


the  use  of  Government,  but  private  persons  were 
not  allowed  to  send  their  (lesj)atclies  by  it.  The 
universities  had  established  ]>rivate  itosts  of  their 
own,  to  enable  their  .'•tudeiits  to  maintain  a corres- 
pondence with  their  families,  and  many  tOAvns  had 
also  e.stab)ished  them  for  the  sake  of  commerce. 
But,  of  course,  their  charges  AA'ere  matters  of  pri- 
A’ate  arrangement.  In  1597,  Henry  lA".  first 
established  post  houses  at  regular  intervals  on  the 
great  roads  to  Spain  and  Calais,  and  an  officer, 
called  the  comptroller-general  of  the  posts,  Avas 
appointed,  Avho  was  bound  to  keep  them  up  at  his 
own  expense,  iqmn  receiA'ing  all  the  profits. 
M.  d’AliiKTas,  the  comptroller-gtmeral  under  Louis 
XIII.,  first  all(iAved  the  goA'ernment  coaehe.s  to 
carry  ])rivate  letters,  and  mails  Avere  regularly 
established  between  difi’ereiit  towns,  Tliis  device 
Avas  found  very  prolitahle,  and  in  1627  a regular 
tarif  was  made  to  fix  the  price  for  carrying  letters 
and  itarcels.  The  govi-rument  posts,  however, 
found  ])0Averful  competitors  in  the  priAate  one.s. 
In  1672,  Colbert  bought  all  these  up,  and  the 
rcA'einie  of  the  post  office  soon  rose  from  100,000 
to  3,700,000  livres. 

Colbert  having  instituted  a chamber  of  justice 
to  call  the  financiers  to  account,  jn’ococded  to  a 
A'erification  of  the  titles  of  nobility,  Avhieli  Avas 
dmie  much  more  easilv  than  might  have  been 
exjiected  from  the  luimhers  of  those  touched. 
The  kings  of  France  Avhon  in  need,  had  often 
created  and  sold  titles  of  nobility,  and  nevertheless 
had  no  coinpnnetiou  in  taking  them  away  again. 
Even  Henry  lA'.  after  having  sold  several  titles  in 
1593,  annulled  in  1598,  all  those  created  within 
20  3’ears,  on  tin*  ]>reteiico  of  an  imide<tuate  pay- 
ment, and  the  injustice  done  to  others  by  exemp- 
ting them  from  tlieir  share  of  taxes.  Yet  in  1606, 
he  sold  manv  new  ones.  In  163S,  Louis  XIII. 
sold  several  titles  in  each  province,  to  celebrate 
the  birth  of  his  eldest  sou,  and  in  1640,  all  the 
cunoblemeuts  for  the  previous  30  years  Avere 
annulled.  On  the  accession  of  Louis  XI A”,  two 
l)ersoiis  in  each  geuendite^  or  province,  Avero 
alloAved  to  i>urehase  nobility  for  4,000  livres. 
Taa'o  years  attorwards  50  titles  wore  sold  in  the 
free  towns  of  Xoniuuidy,  and  in  1661,  all  the  titles 
created  in  1606,  and  revoked  in  1640,  Avere  re- 
confirmed for  a i>ayment  of  1,500  livres. 

In  1664,  Colbert  retracted  all  these  titles.  The 
pretext  Avas  that  the  king  during  his  minority  had 
iuqn’itvidently  sold  them  for  inadequate  sums,  to 
the  damage  of  many  parishes,  Avhieh  AA'ere  tinis 
unable  to  pay  their  tailles.  All  titles  granted 
since  1634  Avere  revoked,  and  their  possessors 
exempted  from  the  taille  of  1665.  The  estates  of 
the  difierent  provinces  Avere  ordered  to  institute  a 
rigorous  investigation  into  the  rights  of  iuuiinier- 
able  persons  who  usurped  titles  Avithout  any  claim 
at  all.  This  investigation  Avas  strictly  executed 
during  many  years,  and  the  usurpers  fined 
50  liA^res  each.  In  Brittany  these  tines  produced 
8,000  ecus  up  to  1670  ; in  Provence  1,257  families 
AA’cre  strij>ped  of  their  biirroAved  plumes,  ami  had 
to  pay  63,000  Hatcs.  The  fines  levie<l  throughout 
the  Avhole  kingdom  amounted  to  2 millions,  and 
the  other  taxpayers  Avere  greatly  relieved.  Ac- 
cording to  this  there  AA'erc  40,000  sham  nobles 
reduced  to  the  ranks. 

Colbert’s  next  care  was  to  reform  the  coinage. 
The  astonishing  frauds  perpetrated  on  the  French 
coinage  during  several  centuries,  are  fully  detailed 
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ii  the  article  Coixage  of  France.  It  maybe  I 
n entioued  one  redeeniinj:  ]>oint  in  Mazarin,  1 
tl  at  (luring  hi^  greatest  financial  embarrassments  ' 
h ■ did  not  tamper  with  the  coinage,  as  even  Sully 
a id  Iliclielien  had  done.  Colbert,  as  migiit  be  ! 
e -i>ected,  followed  IMazarin's  example,  whidi  he 
p obably  advised.  Like  everything  else  tlic  mints 
h id  been  fanned  out  to  the  masters,  who  paid  a 
li  vcd  jiricc,  and  were  allowed  to  coin  Avhat  tliey 
p eased.  In  1GG2,  Denis  Genissemc  obtained  a 
base  of  the  mints  for  the  sum  of  102  thousand 
Ij  n*es,  on  which  there  were  charges  to  the  amount 

0 ■ 58,(140  livres,  leaving  43,554  of  net  profit  for  , 
t le  treasury.  An  edict  in  January  1C0(>,  revoked 

t lis  Kase,  and  the  king  took  tlie  management  of 
t le  mint  into  his  own  Iiand.s,  and  hencefm’lh  the 
r int  masters  bought,  manufactured,  and  sold 

1 dlioii  and  coin  on  account  of  the  State,  receiving 
a fixed  prict?  per  marc  for  their  labor.  France 
y as  at  this  time  full  of  Spanish  pistoles  and  light 
e us,  which  were  all  imieh  below  their  legal 
V eight.  They  Avere  all  calU-d  in,  but  Colbert 
t meted  Ihat  tlie  holders  of  them  ."liould  receive 
g »od  coin,  Aveight  for  Avelght  for  Avhat  they  brought 

i . In  1(j79,  the  seignorage  on  the  coinage  Avas 
a lolished  by  law,  avIucIi  Inul  been  such  a sore 
t mptaiiou  to  preceding  kings,  and  had  been  the 
c lief  cause  of  their  so  frequently  decrying  and 
r coining  the  money.  On  the  21  Jt  August,  1071, 
a 1 orduiiiiaiice  Avas  published  to  render  uniform 
ti  e Aveights  and  measures  in  all  the  ports  ami 
a senals  of  France.  Colbert  Avished  to  extend  j 
t is  measure  to  tlic  whole  kingdom,  but  found  it 
inpossibie,  from  the  tenacity  with  Avliich  people 
c ing  to  their  old  habits. 

Mazarin  hud  conferred  state  pensions  on  literary 
n en,  among  whom  the  liLtoriau  IMczerai  ligured 
b r 4000  livres.  Fouqiiet,  avIio  had  liberaf  and 
g iicrous  tastes,  pensioned  many  out  of  ids  oavu 

I irse,  among  whom  \A*ere  Corneille,  La  Fontaine, 
a id  Scudery.  Colbert,  aa  ho  Avas  nut  devoid  of 
s iidlar  taste.s  himself,  and  to  encourage  the  king 

ii  Avhat  Avould  contribute  so  much  to  his  grandeur 
a id  magnificence,  presented  him  a li.st  of  thirty- 

t ree  of  the  most  emineiit  literary  and  scientific  ; 

II  ell,  who  all  received  pensions  of  a arious  amounts.  ' 
^ ot  content  with  that,  he  sent  various  sums  to 
(1  stinguished  men  in  foreign  countries.  The 

t tals  Avere  about  100,000  lures  a year.  lie  also 
ft  uuded  the  Acadniu'e  cles  Luscriptwiiji  et  Belhs 

I ettf'fs  ill  1 663  ; the  Academic  dea  Sciences  iii  1 C66, 

t advance  geometry,  astronomy,  pliysies,  niechan- 
ii  s,  anatomy,  and  chemistry,  lie  also  founded  , 
t e Academies  of  painting  and  sculpture.  ' 

In  1664,  he  Avas  ajipuiiited  supcriuteudeiit  of  ^ 
piblic  buildings,  and  the  restoration  of  the 
li  uinces  soon  displayed  itself  in  their  ju'ogress. 

4 he  splendour  of  these  gave  rise  to  the  mo^t  ex- 
tiiivaganl  reports  of  their  cost.  Voltaire  .stated 
tl  is  at  500  niillioii.-^,  Mirabeau  carried  it  up  to  1,200 

II  illions,^  and  Volney  surpassed  every  one  by 
r i.'ing  it  to  4,600  millions.  It  Avas  currently  ' 
s id  that  Louis  had  burnt  the  accounts  to  hide  ' 
t e proofs  of  his  extravagance.  IJut  they  have  I 
a I since  hi.yn  found,  and  the  sum  total  sjieut  by 

I Olds  XIV.  on  his  public  buildings  is  proved  by 
li  icuments,  verified  by  unimpeachable  Avitnesses, 
b liaA'c  not  exceeded  the  sum  of  166  laillioiis  ' 
fi  '»m  1661  to  1710,  including  scA'eral  sums  for 
0 her  tilings.  It  may  be  interesting  to  give  the 
li  pires,  shewing  the  expense  of  these  famous 
p aces. 
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The  total  expense  of  V'orsailles,  including  churches, 
Trianon,  Cliigiiy,  St.  Cjt.  tiiu  works  of  kc. 

&e.,  pictures,  n arbles,  funuture,  &c.,  Avas  1 16.70s.220. 

Saint  Oi'i'intdii (»,45.\.">6l 

Marly,  excej)t  th-'  Waterworks  4.501.270 

Fontainebleau 2,773,746 

Chumhord  . 1,225,701 

Louvre  and  Tail  levies  l(Vi*><s,060 

Arc  de  Tri{*mi»he  de  St.  Antoine  .513,75.5 

Observatory  «U'  1 aris 725.174 

The  luAulidcs l,7lo.;i;52 

riace  Vemhune  2,062.6ii0 

\'al-de-Grace,  about 3,000.00ii 

I Meidan  38,412 

, Canal  of  Languc<loc 7,736,555 

I Manufactures  at  (lobelins  and  SaA'onnerio  3,645.043 

I Manufactures  in  other  towns 1,707,000 

! Literary  Feuaions  1.070,070 

165, 5144 ,315 

The  immense  advantages  which  AA'ould  result 
from  effecting  a junction  between  the  Athintic  and 
the  Mediterrau'-an,  Avere  so  obvious,  that  the  sub- 
ject liad  long  occupied  the  attention  of  the  kings 
of  Franco.  It  is  e\'en  said  that  Charlemagne  had 
some  thoughts  of  executing  tlie  Avork.  His  saga- 
cious project  of  uniting  the  Khine  and  the  Jlanube 
has  only  been  executed  in  our  own  day.  Only 
14  leagues  separated  the  Aube  from  the  Garonne, 
and  ju'ojects  for  uniting  them  had  been  discussed 
by  the  comicils  of  F'rancis  L,  Cluirles  IX., 
lienry  IV.,  ami  Louis  XIII.  Tlie  real  dithculiy 
in  the  project  A\as  to  insure  a sutticiency  of  Avater 
at  the  summit  level,  600  feet  above  the  sea,  to 
Avliich  the  canal  AA'ould  he  obliged  to  rise. 

rierre  Faul  de  Uiquet,  Lord  of  Bonrepos,  of  a 
noble  Provencal  family,  holding  an  ottice  in  the 
gabcllcy  owned  an  estate  at  the  foot  of  the  moun- 
tain Avhicii  Avas  the  chief  obstacle  to  tlie  success  of 
the  Avork.  Tin  execution  of  this  grand  ]iniject 
had  been  his  dav-dream  foryears.  After  numerous 
expcrinieiits  ill  his  oavu  grounds,  he  tiiunght  that 
he  had  at  last  succeeded,  ami  communicated  !ii.s 
ideas  to  the  Archbishop  of  Toulouse,  the  lii.''hop 
of  Saint  Papoul,  and  other  distingniflied  jiersoiis. 
They  went  over  the  ground  Avitli  him,  and  Avere 
sati.'^fied  of  the  soundness  of  his  plans.  The 
Arclibishop  desired  Iiiin  to  Avrite  to  Colbert  about 
it.  The  project  Avas,  moreover,  hud  before  the 
Estates  of  Languedoc,  Avlio  appointed  a commis- 
sion to  examine  it.  It  Avas  decided  tiiat  Uiqiiet 
should  make  an  experimental  trench  at  his  own 
expense.  T'hi^  Avniild  cost  200,000  livres,  but 
Uiquet  Avas  so  l oiilideut  of  success  that  he  imder- 
took  it.  In  M:.y  1665,  Uiipiet  came  to  Paris,  and 
obtained  letter-  patent,  authorising  him  to  dig 
trenches  to  ascertain  the  fall  of  tlie  Avater.  In  two 
months  afterAvards  tlie  AVurk  had  succeeded  beyond 
ail  exyiectatum,  and  success  aaus  certain. 

It  Avas  now  proved  beyond  a doubt  that  the 
Canal  Could  be  made.  But  where  Avas  the  money 
to  Come  Ihmi?  It  was  calculated  to  cost  about 
6 million  livres,  and  the  king,  avIio  sjieiit  more 
than  that  a year  on  his  luilaces,  Avas  uiiAvilling  to 
advance  the  inoney.  The  Prince  of  Conti,  Governor 
of  Languedoc,  tried  to  induce  the  Estates  to  assist 
in  it,  but  they  refused  to  have  anything  to  do  Avith 
it.  Uiquet,  md  disheartened,  proposed  that  the 
king  should  convey  in  fee  simple  to  the  man  who 
Avould  undertake  it,  the  Avhole  canal,  and  its 
I necessary  Avorks.  The  question  Avas  long  debated 
at  tlie  council,  and  Riqiiet’s  proposal  Avas  finally 
accepted,  by  the  inllucuce  of  Colbert. 
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The  work  then  went  on,  and  in  six  years  was  | 
opened  for  a considerable  distance  by  the  Arch- 
bishop of  Toulouse,  who  traversed  it  from  i 
Xannnise  to  Toulouse.  Uiquet  died  in  October 
1680,  six  montlis  before  Ids  grand  Avork  Ava.s 
finished,  in  1681.  The  total  length  from  Cetteto  ^ 
the  Garonne  was  54  leagues,  Avhicli  required  75  i 
locks.  l..ouis  XIV.  contributed  7,736,555  livres, 
the  Estates  of  Languedoc  5,807,831  livres,  ami 
Uiqmd  himself,  1,957,517  livres.  Besides  these, 
Avere  extra  \Aurks,  Avarehouses,  buildings,  8;c., 
Avhich  brought  up  the  total  expense  to  aliout  17 
millions.  In  1684,  Louis  sent  Vauban,  after  the  , 
death  of  Colbirt,  to  see  if  the  Avorks  Avanted 
repairs.  Thegreat  eiigiiietT stood  long,  alj^olutely 
amazed  at  tlie  magnificeiice  of  the  woiks,  ilie 
diliiciiities  that  had  been  sunmmined,  and 
especially'  at  the  grand  reservoir,  7,200  feet  long,  ! 
3,000  feet  Avide,  ami  1 JO  feet  deiqt. 

Colbert  then  undertook  the  grand  AA'ork  of 
codifying  tlu;  hiAvs  of  Enuice,  Avhieh  Avere  in  a 
state  of  tlic.  greatest  confusion,  being  notliiiig  but 
a medley  of  contlieting  ordomiam.es  ami  local 
custmn.s.  In  sjiitc*  of  tlie  Avarmest  o)*posiiioii  fi'oin 
intesested  parlies,  llie  Avoik  was  done,  am!  the 
onUmimnce  of  Civil  Justice  Avas  ]>uldi>hiM|  in 
1667,  and  Avas  further  aimmdod  in  16*4).  A 
medal  Avas  struck  in  honor  of  its  jmblication,  and 
if  remained  the  civil  codiiof  I'raiice  for  130  years, 
and  Avas,  in  fact,  the  basis  of  the  Code  Xa/ndn/ri. 
Ill  1670,  a criiiunal  code,  and  in  1673,  a cvmi- 
iiiercial  code,  completed  theorg.inizati*ni  of  jmblic 
law.  Ill  lft69,  a code  n*gulatnig  Ute  Avoeds  ami 
forests,”  Avhich  occiqiied  the  l.duu’S  of  21  com- 
missituiers  for  8 years,  was  publi.'-lied,  ami  remains, 
after  Some  nioditicatiuns  in  1827,  Avhich  liave  been 
iiuieli  censured,  the  law  in  force  at  the  present 
day. 

Biclielicu  had  created  the  mn'y  of  France. 
Before  him,  Ilullaiid,  England,  Sprain,  Turkey, 
Genoa,  and  Venice,  had  all  jioAvi-rfuI  fleets,  but 
France  had  only  a few  ill  eqnijAped  vessels.  Jii 
1600,  France  Avas  nut  strong  enough  to  chastise 
the  pirates  and  eor.siirs  Avho  ravaged  her  coasts. 
'J’he  toAvn  of  Uochelle  had  seventy  vessels,  Avhlle 
Louis  Xlil.  Avas  obliged  to  borroAv  some  from  j 
England,  ami  their  crcAVs  refused  to  light  against 
their  co-religionists. 

In  1626,  Uichelieu  was  ajipointed  Grand 
Admiral  ol  France,  and  by  1639,  he  had  created 
a powerful  navy  of  92  ships  and  vessels.  But 
after  his  deatii  the  fleet  Avent  to  ruin.  In  1661, 
the  merchant  navy  of  Franco  did  not  exceed  200 
vessels.  ItAvas  said  that  there  Avere  6,000  French 
sailors  serving  in  foreign  vessels.  The  fleet  did 
not  nominally  exceed  20  or  22  vessels,  most  of 
AvIiich  Avere  rotting  ni  harbour,  and  not  more  than 
two  or  three  French  ships  of  Avar  had  been  seen 
at  sea  since  1 650,  Colbert,  in  1669,  Avas  api>ointed 
Minister  of  Marine,  and  immediately  determined 
to  create  a navy.  All  the  dockyards  and  arsenals 
Avere  set  in  motion,  and  in  tAvo  years,  in  June 
1671,  France  had  12  ships  of  the  flrst  rate,  from 
70  to  120  guns  on  three  decks,  amounting  to 
20,800  tons  ; 24  second  rates  from  56  to  70  guns, 
of  27,800  tons  ; 32  third  rates  of  from  40  to  50 
guns,  of  28,950  tons;  24  fourth  rates  from  30  to 
40  guns,  of  17,250  tons;  28  fifth  rales  froui  18  to 
28  guns,  of  13,150  tons;  being  120  ships  of  Avar 
of  107,950  tons,  besides  21  lire  ships,  and  55 
frigates  aud  smaller  vessels,  making  a total  of 


106  shi]is  and  vessels.  Before  this  time  Franco 
Avas  in  the  liabit  of  buying  her  sliijis  of  war  from 
other  nations.  Colbert  founded  a Board  of  Con- 
struction, and  hired  Dutch  shipAvriglits,  avIhj  Awre 
then  coiis’deriMl  tlie  most  skilful  in  the  world,  to 
Icacii  the  Freiicli  their  art. 

It  Avas  found  that  vessels  A\*ere  the  better  tlie 
(piicker  they  Avei'e  Imilt.  The  Venetians  built  a 
Avar  galley  in  24  hours  before  Henry  ill.  The 
Dutcli  had  otfored,  on  llireo  mouths'  notice,  to 
furnish  a ship  a day,  ready  for  sea.  Colbert 
ordered  that  no  French  vessel  .<lionld  be  longer 
than  tiiree  nioutiis  building.  The  crews  avltc 
gi-iievally  got  t(*gether  chiefly  by  impressment. 
Colbert  organized  a general  register  of  seamen, 
AvIio  Avere  placed  under  commissioners.  The  first 
eiiroinicnt  in  167tl  iinmbTed  36,000  sailors;  in 
16'3,  it  Ava.s  77,582.  In  1671,  the  F'rem  h navy' 
compelled  England  to  abandon  lun*  p>retcnsion.s  to 
the  sovereignty  of  the  seas,  by  making  all  foreign 
vessels  strike  their  topsails.  In  l(w6,  the  French 
Admiral  Dnquesno  gained  a great  victory  over 
the  Dutch  conuuanded  by  De  Unvter  Avitlia  much 
! superior  force. 

1 Such  Avere  the  parts  of  Colbert's  administration 
Avliieh  Avere  iudiibitaldy  glorious,  we  mu>t  iioAv 
unfortunately  turn  to  those  wliich  Avere  not 
eqnall)'  suecessful,  ami  where  his  genius  for  organ- 
ization and  regulation  did  an  immensity  of  mischief 
to  his  country. 

The  legislation  of  Sully  Avitli  regard  to  agricul- 
ture Avas  distingiiLslied  by  the  most  enlightened 
sagacity.  Firmly  ronviuced  that  agricnlture  Avas 
tlie  true  source  of  tlic  AAealth  of  a country,  he  did 
everything  to  encourage  it,  while  unfortunately  lie 
Avas  adverse  to  manufactures,  as  he  coneeived 
they  carried  inonev  out  of  the  country,  lie  saw 
that  the  true  interests  of  agricnlture  demanded  a 
lieiTectly  free  trade  in  exporting  ami  importing, 
and  this  he  maintained,  lie  caused  Henry  IV.  to 
repeal  the  proliibiliou  of  the  grain  tra'Ie  Avith 
8l>ain,  and  to  rejn’imaml  severely  the  Farliameiit 
of  Tuuhjuse  for  forbidding  the  export  ufcorn  from 
Langue(h*c.  A magistrate  of  Saumur  was  threat- 
ened Avith  severe  punishment  for  a similar  pro- 
ceeding. On  this  occasion  Sully  Avrote  to  the  king 
that  if  every  otlicer  did  the  same,  the  people,  ami 
consequenlly  the  king,  AA'ould  soon  be  Avithout 
money  at  all.  Jii  coiiseciueuee  of  this  Avise  legis- 
lation, a general  abundance  soon  pervaded  the 
kingdom. 

Colbert  unfortunately  pursued  the  opposite 
cour.^e,  Avitli  the  most  disastrous  conse*]uences. 
Not  tliat  he  Avas  liostile  to  agriculture,  as  lias 
sometimes  been  said,  but  lie  carried  his  mania  for 
regulation  into  a subject  in  Avhich  ail  regulation 
Avas  miscliievous,  and  the  only  thing  Avanted  Avas 
absolute  freedom,  lii  1662,  ami  1663,  there  Avas 
a dreadlul  faiidm?,  Avhich  added  to  the  misery 
caused  by  the  exactions  of  Fuutpiet,  reduced  the 
people  to  the  greatest  distress.  These  calamities 
unfortunately  impressed  the  idea  on  Colbert,  that 
the  trattic  in  grain  sliouid  be  forbidden,  a fatal 
j doctrine,  which  it  Avas  one  of  the  great  glories  of 
the  Physiocrates  to  overthrow.  In  February  1662, 
the  Government  made  immense  imrdiases  of 
grain  in  Poland,  Holland,  Sicily,  ami  Africa,  Avith 
which  it  supplied  the  province  of  Normandy, 
Rouen,  Paris,  and  all  the  provinces  bordering  on 
the  Loire.  It  also  distributed  from  30  t*»  40,oo0 
loaves  of  bread  every  day,  by  this  means  the  price 
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of  corn  was  kept  at  346  livros  the  mnid,  in  these 
provinces,  while  it  was  at  6o0  livros  in  the  otiier 
j»rtiviiK*es.  Multitiulos  of  persons  j'Oinvd  into 
Paris,  while  in  the  provinces  great  nuinbers  died 
of  starvation. 

1 hanks  to  the  efforts  of  the  Physiocrates,  the 
boundless  mischief  of  interfering  in  the  comnierco 
(d  grain  are  so  well  understood  now,  that  it  would 
only  be  waste  of  time  tondterate  their  arguments, 
which  arc  now  undisputed  points  of  economic 
science.  Colbert,  however,  was  bitten  with  the 
mania  of  regulation,  and  accordingly,  during  the 
whole  of  his  atlministratioii,  the  trade  in  corn  was 
adlicted  with  regulations,  which  varied  according 
to  the  supposed  necessities  of  the  State.  The 
decrees  from  1661  to  1669  are  wanting,  but  from 
the  latter  period  to  Ctdbert's  death  in  1683,  there 
were  29  edicts  published,  regulating  the  trade. 
During  this  period  of  14  years,  exportation 
was  forbidden  during  56  months.  Eight  edicts 
alloweil  grain  to  be  exporteil  on  paying  a duty  of 
22  livres  the  uiuid  ; five  on  paying  the  half  or 
quarter  ot  this  duty  ; and  eight  without  any  dntv 
at  ail ; eight  were  absolute!}'  proliibitive.  The 
permissions  to  export  were  only  for  three  or  six 
months,  and  very  rarely  for  a year.  J^oisguille- 
bert,  Furbonnais,  and  the  Economists  of  tlie 
eigiiteeiilh  cenlury,  have  so  complctelv  pointed 
out  the  inisdiief  of  this  S3'stem,  that  they  have  left 
noihiug  to  be  added.  By  these  miscliievous  in- 
terferences agriculture  was  ruined  during  Colbert’s 
admiiiistratioii,  the  farmers  were  reduced  to  the 
lowest  state  ot  misery.  Xuinerous  re]>orts  were 
addressed  to  C’olbert  by  the  intendauts  of  the 
Itroviuces,  detailing  the  misery  of  the  cultivators 
of  tlie  Soil.  In  1675,  the  Due  de  Lesdiguitres, 
governor  of  Dauphine,  wrote  to  Colbert,  that  he 
could  no  l(Uig)‘r  delay  informing  him  of  the  misery 
to  which  the  ]u*ov!iice  was  reduced.  Tlie  greater 
part  of  the  inhabitants  had  lived,  during  tlie 
winter,  on  bread  made  from  acorns,  and  nuts,  and 
that  they  were  then  eating  grass  and  the  sprouts 
<)t  trees.  In  1(>81,  Colbert  made  a reiiort  to  the 
king,  saying  that  all  the  letters  from  the  provinces, 
Iroin  the  intendauts,  the  receivers-general,  the 
bishojis  and  others,  all  spoke  of  the  intense  misery 
of  tin;  people.  Vaiiban's  celebrateil  description 
of  the  misery  of  France  cannot  be  quoted  here, 
because  it  refers  to  a later  period,  but  there  can 
be  little  doubt  but  that  it  was  the  result  of 
Colbert’s  system. 

In  1604,  a Fleming,  named  Girard  Leroi,  who 
had  served  in  the  Dutch  navy,  formed  the  project 
of  a Coniiiany,  which  was  favourably  received  by 
Ilenry  D .,  and  received  letters  imtcntfrom  Louis 
XIII.  in  1611,  under  the  title  of  the  Company  of 
the  Indies.  In  1626,  a new  Comi>any  called  that 
of  St.  Christopher  was  formed,  in  1628,  that  of 
Canada,  or  New  France,  in  1637,  Girard’s  Com- 
pany changed  its  name  to  that  of  Madagascar,  and 
in  1642,  to  that  of  the  East.  In  1660,  the  China 
Company  wa.s  founded,  but  all  these  enterprises 
were  uniformly  unsuccessful.  Colbert,  not  dis- 
heartened with  these  failures,  tried  toorganise  them 
on  a better  footing.  The  tonnage  duty  on  foreign 
vessels  had  ini|)arted  activity  to  the  French 
dockyards.  The  i)rodigious  success  of  the  Dutch 
conijtanies  inspired  Colbert  with  the  hopes  of 
rivalling  them,  if  only  the  causes  of  the  former 
failures  were  removed.  Ou  the  2 1st  of  May, 


I 1664,  an  (diet  was  issued,  constituting  a new 
West  India  Company,  detailing  the  faults  that 
i had  ruined  the  previous  ones.  An  existing  com- 
pany,  called  that  De  la  terre  fevmc  tt Amh'l^np^ 
wiLs  reorganized,  and  endowed'with  the  exclusive 
])rivilege  ol  trading  to  the  West  Indies,  Cayenne, 
the  Continent  between  the  Amazon  ami  the 
Orinoco,  ( aiiada,  Arcadia,  Newfoundland,  the 
islands  and  other  lauds  down  to  Florida,  and  all 
Africa  bet^veen  Cape  de  Verd  to  the  Capo  of 
Good  Hopr.  Tlic  comj>any  was  endoM*ed  with 
the  most  ample  privileges  and  exemptions.  In 
the  same  year  an  East  India  Company  was  formed 
to  rival  the  Dutch.  A member  of  the  Academic, 
Charpeutier,  was  ordered  to  explain  to  the  public 
the  causes  of  the  failure  of  tiie  preceding  ones, 
and  to  shew  that  foreign  nations  had  failed  at  tirst. 
The  Dutcli  Company  then  realized  from  40  to  60 
per  cent.  j>i*r  annum.  Charpeutier  said  that  six 
millions  would  be  enough  to  equip  14  vessels  of 
800  to  1400  tons,  of  which  the  king  would  sub- 
scribe fitr  i\.  tenth,  and  many  great  landowners 
were  ready  to  take  three  millions  of  stock. 

Koyal  letters  to  the  syndics,  mayors,  and 
aldermen  ol  the  great  toAviis,  accompanied  this 
appeal  to  the  public.  To  take  shares  was  the 
best  way  to  win  favour  at  court.  Some  of  the 
tinaiiciers,  fined  by  the  Chamber  of  Justice,  were 
allowed  to  commute  their  fines  into  sliares.  It 
was  soon  seen  that  the  proposed  ca])ital  was  insuf- 
ficient, and  that  fifteen  millions  were  required  to 
establish  the  Company  on  a durable  basis.  The 
etiorts  to  procure  subscriptions  were  redou- 
bled. The  Chancellor  Seguier,  by  order  of  the 
king,  ordered  the  whole  Chamber  of  Justice  to 
take  shares.  Those  who  were  slow  were  frowned 
upon. 

By  dint  of  these  exertions  the  company  was  at 
length  tonm  d,  with  a capital  of  fifteen  millions, 
of  which  the  king  subscribed  for  three,  without  in- 
terest. It  was  endowed  with  a monopoly  of  all  the 
trade  to  the  Indies,  the  Eastern  and  the  Southern 
Seas,  for  fifty  years.  It  was  allowed  to  hold  in 
full  sovereignty  for  ever,  all  the  lands,  towns,  and 
I islands  conquered  from  the  enemy  and  the  natives. 
All  salt  was  to  l>e  furnished  to  the  State  at  cost 
price,  and  it  was  to  receive  a bounty  of  50  sons  a 
ton  on  all  merchandize  exported  from  France, 
and  half  that  ou  imports,  besides  many  other 
privileges. 

All  these  magnificent  powers  were  frustrated 
by  the  misconduct  of  the  Company’s  servants. 
ColoiiKsts  did  not  come  forward.  The  king  paid 
four  millions;  but  private  persons  failed  in  their 
engagements.  Colbert  exerted  himself  to  support 
his  favourite  scheme;  but  public  bodies  were 
greatly  in  arrear.  In  1670,  the  Dutch  Ambas- 
sador told  Colbert  that  the  Dutch  Company  paid 
40  per  cent.  This  was  a cruel  mortification  to 
Colbert,  for  his  own  was  hi  extremis. 

The  West  Indian  Company  was  no  better  off. 
Colbert  was  obliged  to  advise  them  to  moderate 
the  activity  of  the  Jesuits.  But  all  his  efforts 
failed.  In  1671,  he  made  an  effort  to  pay  the 
shareholders  5 per  cent.  But  it  was  soon  dear 
that  failure  was  inevitable.  In  ten  years  it  lost 
3,523,000  In  res.  On  its  liquidation  the  king 
bought  up  all  its  establishments  for  1,300,000 
livres. 

All  the  Compauies  established  by  Colbert  came 
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to  a similar  disastrous  end.  There  were  besides  | 
those  mentioned,  the  Companies  of  Senegal,  the  . 
North,  the  Levant,  and  the  Tyrenees. 

Colbert,  witliout  actually  intending  to  dis- 
courage agriculture,  as  has  sometimes  been  mToiie- 
ously  said,  regarded  iminufactures  and  emnmeree 
as  the  true  sources  of  wealth  to  a country,  because 
they  were  supposed  to  bring  in  g»»ld  and  silver,  j 
which  were  the  only  wealth  according  to  the 
mercantile  system. 

Wc  have  now  come  to  that  part  of  Colbert’s 
system  which  is  imwe  especially  distinguished  by 
the  name  il  Colbertismo^  and  which  is  more 
familiarly  called  by  the  name  of  Protection  to 
Native  Industry.  The  fundamental  principles  of 
this  system  are  to  stimulate  national  industry,  by 
forbidding  the  import  from  foreign  countries  of 
all  manufactures  which  can  be  produced  at  home, 
and  next,  to  secure  the  monopoly  of  the  home  j 
market  to  the  native  growers.  The  great  engine 
by  which  these  results  were  to  be  produced,  was 
a proper  regulatiou  of  tariffs. 

In  1655,  notwitbstauding  Anne  of  Austria’s 
aversion  for  the  Protector,  she  had  been  advised 
by  ^lazariu  to  conclude  a treaty  of  Commerce 
with  England,  providing  for  entire  freedom  of 
trade  between  the  two  countries.  But  this  state 
of  matters  did  not  last  very  long.  France  wanted 
to  create  a commercial  navy,  and  in  1659,  she 
imposed  a duty  of  fifty  sons  a ton  on  all  foreign 
vessels.  England  also  wanted  to  strike  a blow 
at  the  Dutch,  and  she  enacted  her  famous  Navi- 
gation Act,  which  still  further  embittered  the 
relations  between  the  two  countries.  The  gi'eat 
blow,  however,  was  struck  by  the  taritVs  of  1664 
and  1667,  which  formally  inaugurated  the  disas- 
trous era  of  the  war  of  tariffs,  which  soon 
degenerated  into  a Avar  of  blood. 

The  etfect  of  these  tAvo  tariffs,  by  Avhich  the 
duties  on  foreign  manufactures  were  in  many  cases 
<iuintupled,  Avas  to  prohibit  the  great  majority  of 
English  and  Dutch  goods  from  entering  France. 
Tile  consequences  Avere  very  simple.  It  avjis  a 
game  tliat  two  could  play  at ; and  thougli  the 
result  of  modern  investigation  has  shown  that  it 
Avould  be  much  Aviser  for  tlie  second  party  not  to 
play  at  it,  yet  in  that  age,  avIicii  passion  Avas 
supreme,  retaliation  Avas,  of  course,  swift  and 
sure.  The  outcry  in  England  and  llolhiiid  Avas 
immense,  and  all  representations  being  in  A'aiu, 
England  greatly  raised  her  duties  on  French 
produce,  and  Holland  excluded  it  altogether. 
But  a very  extraordinary  result  ensued.  The 
duties  laid  ou  French  wines  and  brandy  for  the 
purpose  of  destroying  tlicir  use,  had  only  the 
efiect  of  stimulating  it  in  England.  During 
tAvelve  months  preceding  the  tariff  of  1664,  the 
entry  of  French  Avines  into  the  port  of  London 
had  been  6,828  tuns,  and  so  little  brandy,  that  it 
AA'as  not  counted.  After  the  duty  aaus  laid  on,  the 
entry  in  tAvo  years  av as  17,000  tuns  of  Aviue  and 
3,000  of  brandy.  BetAvecn  1672  and  1674,  the 
quantity  of  Avine  rose  to  22,500  tuns ; and  in  a 
short  time  the  export  of  brandy  rose  to  5,000  tuns. 
These  results,  so  contrary  to  Avlial  Avere  intended 
and  expected,  only  confirmed  Colbert  in  his  jiolicy. 
Holland  Avas  greatly  mure  dependent  on  the  com- 
merce with  France  than  England  Avas.  Tlie 
commotion  excited  in  that  country  Avas  therefore 
proportionably  more  severe ; but  Colbert  only 
adhered  the  more  firmly  to  his  tariff,  because  the 
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express  intention  of  it  Avas  to  ruin  the  commerce 
of  the  Dutch  ; and  the  londrr  they  cried,  the 
more  surely  it  ju'oA'cd  that  il  had  that  efiect.  e 
need  not  pui*sue  the  subject  further.  The  Avar  of 
1672  Avas  the  direct  consequence  of  these  hostile 
tariffs,  and  at  the  peace  of  Nimeguen,  in  1678, 
Louis  XIV.  consented  to  abrogate  the  tariff  of 
1667,  and  return  to  that  of  1664,  to  the  profound 
chagrin  of  Colbert. 

He  then  applied  himself  to  dcA  clop  the  internal 
commerce  of  the  country.  As  it  could  not  tiou- 
rish  Avhile  the  great  toAvns  and  the  communes 
AA'cre  overwhelmed  Avith  debts  contracted  daring 
the  preceding  Avai's,  commissioners  Averc  ajipoiiUed 
to  investigate  the  communal  debts,  Avbich  had 
been  chietly  formed  since  1647,  in  consequence 
of  the  poA-erty  of  the  king’s  exeliequer,  by 
Mazarin,  Avbo  seized  all  the  octroi  duties,  ami 
alloAved  the  magistrates  to  Itn  y fresh  ones.  The 
communes  preferred  to  raise  the  sum  by  loan, 
and  pay  it  oA'Cr  at  once,  and  raise  the  interest  l.iy 
I taxes,  Avhich  Avere  in  many  cases  illegal.  In 
' 1663,  the  king  remitted  lialf  the  octroi  duties,  and 
annulled  the  leases  by  Avhich  they  Avere  held  at  a 
, ioAv  rate,  to  the  great  relief  of  the  communes, 
Richelieu  had  endeaA'oured  to  encourage  maritime 
commerce  ]>y  declaring  that  engaging  in  it  should 
not  derogate  from  nobility.  Colbert,  still  further 
to  promote  it,  ennobled  scA'eral  merchants,  and 
enacted  that  the  nobles  might  engage  in  any 
species  of  commerce  Avithont  losing  their  rank. 

Colbert’s  system  of  meddling  in  commerce  Avas 
carried  to  a length  which  seems  absolutely 
ludicrous.  The  length,  breadth,  and  (|iiality  of 
each  article  was  rigorously  jn-escribed  by  laAv. 
These  interferences  AA'itli  industry  excited  the 
AA-armest  opjiosition,  and  manufacturers  and  work- 
men refused  to  Avork  under  such  conditions.  The 
more  they  cried  out  the  firmer  Colbert  Avas  in 
ordering  the  laws  to  be  rig(H’ously  executed.  The 
intendant  of  Tours,  in  order  to  curry  favor  Avitli 
Colbert,  ordered  that  all  the  |)ieces  of  stuff  Avliich 
did  not  comply  Aviih  the  regulations,  slnmld  be 
i exposed  on  a post  with  the  names  of  the  culprits. 
Colbert  Ava.s  delighted  at  the  idea,  ami  inime- 
diately  issued  an  edict,  that  for  the  first  ollence 
all  such  stuffs  should  be  expitsed  ou  a post  nine 
feet  high,  with  the  names  of  the  merchant  and 
Avorkman,  for  48  hours,  and  then  cut  up  and 
bnrnt.  For  the  second  offence,  the  merchant  and 
Avorkman  should  be  publicly  reprimanded  by  the 
: guild  to  Avhich  they  belonged,  and  for  the  third 
offence  be  put  in  the  stocks,  Avith  a sample  of  the 
confiscated  stuff,  for  two  hours. 

Forbonnais  says  that  the  people  thought  that 
this  strange  edict  Avas  translated  from  the 
Japanese,  though  such  an  idea  Avas  probably  a 
libel  upon  that  people.  Tlie  opposition  and  hatred 
to  those  absurd  follies  lasted  ail  his  life,  and  had 
a gi’cat  effect  in  rendering  his  efforts  for  the 
eiicouragcmeiit  of  manufactures  null,  by  frighten- 
J ing  jiettple  from  working.  Another  specimen  of 
this  extraordinary  legislation  may  be  giA  eii.  The 
bye-laws  of  Amiens  ordered  that  if  any  thread 
! should  be  found  to  be  daiiq>etl  for  the  jiurpuse  of 
fraudulently  increasing  its  weight,  it  should  be 
burnt ! It  Avould  have  been  more  sensible  to 
have  it  dried ! 

Such  fully  as  this  naturally  excited  the  indig- 
nation of  men  of  business.  One  day  Colbert 
summoned  the  principal  merchants  of  Paris  to 
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confer  about  commerce.  No  one  dared  to  fspeak. 
“ Gentlemen,  are  yon  dumb  said  lie.  “ No,  my 
Lord,”  said  Ilazar  of  Orleans ; ‘‘but  mg  are  all 
equally’  afraid  of  oticmliiij,^  your  jireatiiess,  if  we 
say  a word  to  displease  yon  ” “ Speak  freely,”  said 
the  ^liiilster  ; “ he  wlio  speaks  most  free!}'  is  the 
best  servant  to  the  kin<»,  ami  the  best  friend  to 
nie.”  Hazar  replied,  “ My  Lord,  since  vou  desire 
it,  and  yon  promise  to  take  in  jrood  part  what  we 
have  the  honour  to  say  to  yon,  I M ill  tell  you 
frankly,  that  wliea  you  became  minister,  3-011 
found  the  Coach  upset  011  one  side,  and  >ince  3^011 
have  been  so,  y(ni  have  raiseil  it  np,  onlv  to 
upset  it  on  the  other.”  Colbert,  in  a rage,  asked 
if  any  one  else  had  anything  to  saj%  but  no  one 
dared  say  a word. 

Colliert  shared  the  error  of  his  times,  and 
indeed  which  prevailed  to  a very  much  later 
time,  and  it  appears  in  Adam  Smith,  tiiat  it  was 
of  very  great  importance  to  stimulate  the  pnjui- 
latiou  of  the  country,  rremiums  were  given  for 
numerous  taniilies.  ('omnioners  wt*re  exempted  ' 
from  tallies  and  public  taxes,  by  edicts  in  Idbd 
ind  ld(i7 : ami  noblemen  Avho  had  ten  children, 
■eceived  iiensions  of  1,000  livres,  and  those  who  ! 
lad  twelve,  received  *2,000  livres.  Those  who 
narried  under  twenty  were  exempted  from  taxes 
or  live  years;  those  who  married  under  twenty- 
>ne  were  exeinjited  for  four  ye^irs.  Thi'se  in ju- 
liciuus  measures  were,  however,  repealed  in 
1C8;L  He  tried  sumptuary  laivs  too,  but  was 
obliged  to  abandon  them. 

The  venality  of  i>ublic  offices  had  been  allowed 
rom  a ver\-  earl3*  period,  and  an  immense  number 
d'  families  were  interested  in  the  abuse.  St. 
-unis  forbade  the  office  of  judge  to  be  sold,  and 
jonis  le  Ilutin  and  Lhilip  le  Long  farmed  them 
mt.  Charles  V.,  Charles  VII.,  Louis  XL,  and 
.'harles  VIIL,  ordered  that,  on  a vacancy,  the 
dher  officers  of  the  tribunal  should  designate  two 
'1*  three  of  the  most  able,  among  whom  the  king  ' 
liould  choose  the  most  wurtliy.  "Louis  XU.  was 
bliged  to  sell  them,  to  i>ay  the  debts  coutracted 
>y  his  predecessors  in  the  Italian  wars,  intending 
0 refund  the  money  when  possible. 

There  have  not  been  wanting  writers  of  great 

< mineiice  to  defend  the  venality  of  offices  011  prin- 
' iple.  ISut  Colbert  was  very  much  opposed  to  it, 

; ml  tried  to  abolish  it.  In  16()4,  he  paid  off  the 

olders  ot  a great  number  of  useless  offices,  and 
1 uppressed  21,5  secretaryships  to  the  king.  lie 
: scertained  that  the  number  of  Officers  of  Justice 
1 ud  Finance  in  the  kingdom  was  4J,780. 

In  I(>(14,  with  great  sagacity,  he  organized  a 
’ warehouse  S3*stem,  which  was  not  done  in  England 
1 II  1 b08.  Xlie  ])ro\  inces  which  accepted  his 
1 iriff,  were  separated  by  a double  line  of  custom- 
1 ousesfrom  those  which  did  not.  in  them  eleven 
{ real  warehouses  were  erected,  in  which  merchants 
I light  .store  their  goods.  Jn  Ki70,  all  the  seaports 
’ ere  allowed  to  have  the  benefit  of  .simihir  build- 
i igs,  where  merchants  might  keep  their  goods  till 
1 ley  sold  them  in  France,  or  exported  them.  To 
uicourage  transptwt,  all  duties  were  taken  off 
{ x>ds  passing  from  Flanders  to  Spain. 

In  1()7L  England  opened  negotiations  for  a treaty 

< t commerce,  and  asked,  among  other  things,  to 
i ipulate  that  the  tariff  should  be  restored  to  its 
f ate  iu  16G4;  but  Colbert  replied  that  such  a 
fc  ipulatiou  was  inadmissible,  and  that  the  king 


would  never  give  up  his  right  to  regulate  the 
duties  in  his  own  country  as  he  pleased. 

AVe  have  seen  the  happy  state  into  wliich  the 
financial  genius  of  Colbert  had  brought  the  country 
during  tlie  eleven  \'ear.s  from  Ibdl  to  U172.  The 
war  unfortnmitely  ruined  all.  Fresh  taxes  had 
to  be  laid  on.  and  Colbert  was  obliged  to  resort 
to  the  abominiible  practice  of  raising  thg  prices  of 
all  the  public  offices,  and  to  create  rente.s  to  tlie 
amount  of  900,000  livres.  To  par  the  interest  on 
these,  taxes  were  levied  on  all  the  houses  built 
iu  Paris  beymul  the  limits  of  1638,  and  on  stalls 
in  the  public  markets,  as  well  as  other  necessaries 
of  the  poor.  This  created  a great  fury  against 
Colbert.  Multitudes  of  offices  were  creattal,  inter- 
fering with  trade  in  every  way.  Ilut  these  means 
were  all  insufficient.  Louvois  was  strongly  iu 
favour  of  loans,  and  against  taxe.s,  because  they 
made  the  war  uni>opnlar.  Fur  that  very  reason 
Colbert  was  in  favour  of  taxes.  In  the  end, 
recourse  w'as  obliged  to  be  had  to  both,  ami  the 
effect  was,  that  the  whole  weight  of  the  odium 
fell  on  Colbert  Stamp  duties  were  imposed  on 
paper,  which  gave  rise  to  many  alarming  tumults 
and  insurrections  in  different  provinces. 

Up  till  1671,  Colbert’s  relations  with  the  king 
seem  to  luivc  been  friendly,  but  at  that  time  the 
influence  of  Louvois,  who  was  anxious  to  engage 
Louis  in  war,  seems  to  have  predominated;  and 
in  April,  1671,  .some  great  rupture  took  place 
between  the  king  and  Colliert,  the  details  of  which 
we  are  not  exactly  informed,  but  it  appears  that 
Colbertcoiitradicted  the  king  .somewhat  brusfiuelv. 
In  1672,  the  king  said  one  day  to  him  that  he 
must  have  sixty  millions  more  to  carry  on  the 
war.  Colbert,  in  alarm,  hastily  replied  that  he 
could  not  furnish  such  a sum.  The  king  told  him 
to  look  to  it,  i'>v  if  lie  would  not,  there  \°ere  otliers 
who  would.  From  this  time  his  mamier  visibly 
changed  to  an  air  of  settled  melanelioly,  and  he 
was  continually  iiersocuted  with  false  charges  ami 
insults  by  the  war  party,  who  wished  to  drive  him 
to  resign. 

In  HJ80,  he  accompanied  the  king  ou  a journey 
to  the  Low  Countries,  and  was  seized  with  a 
malignant  fev.-r,  of  which  an  English  physician 
cured  him  by  fpiinine,  which  brought  that  medi- 
cine into  fashion. 

Louvois  paid  great  attention  to  the  expenses  of 
his  departmeni,  examining  the  smallest  accounts. 
Tliinking  that  he  had  discovered  that  Colbert  hud 
improperly  pa.^sed  some  accounts,  he  reiiorted  it 
to  the  king.  AVlieii  Colbert  gave  in  his  accounts, 
the  king  was  extremely  rude  to  him,  saying  at 
last  that  there  was  roguery  in  his  accounts.  Col- 
bert replied  that  he  hoped  that  was  not  intended 
to  refer  to  him.  The  king  said,  no ; but  that  he 
must  pay  mon  attention,  and  that  if  he  wanted  to 
know  wdiat  economy  was,  lie  should  go  to  Flan- 
ders, and  see  how  little  the  fortifications  of  the 
caiitnred  towns  had  cost.  Colbert  was  thunder- 
struck at  this  insult,  ami  immediatelv  fell  ill. 
The  king  sent  a gentleman  to  see  him,  and  wrote 
him  a letter.  Colbert  pretended  to  be  asleep,  and 
refused  to  see  the  messenger  or  reail  the  letter 
sip'ing  that  In  wished  to  hear  no  more  of  the 
king.  His  last  words  were,  speaking  of  the  king 
“ If  I had  done  for  God  what  I liave  done  for  that 
man,  I should  have  been  saved  twice  over,  and 
now  I don’t  know  what  will  become  of  me.” 

Colbert  died  on  the  Cth  September,  1683,  aud 
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COLLECTION  BES  ECONOMISTES. 

such  was  the  hatred  of  the  people  towards  him,  that 
his  body  was  (ffiliged  to  bo  carried  under  a .strong 
escort,  bv'  night,  to  be  buried  in  the  Church  of 
St.  Eustache.  Torrents  of  libels,  satires,  and 
epigrams  upon  his  harshness  and  avarice,  were 
circulated  everywhere.  Such  was  the  gratitude 
of  the  people  to  the  man  wlio  had  raised  France 
to  be  the  first  power  iu  Europe. 

Notice  sur  la  cie  et  V administration  de  Colbert. 
By  V,  Clement.  Paris,  lSo3. 

Etudes  sur  ColberL  B3'  J.  P.  Joubleau.  Paris, 
1857. 

Both  the.se  works  were  crowned  by  the  Aca- 
demy of  Moral  and  Political  Sciences. 

COLEBROOKE,  HENRY  THOMAS,  one  of 

the  most  dislingui.shed  Oriental  scholars  that 
England  has  produced,  was  bm-n  in  1765,  the 
third  sou  of  Sir  George  Colebrooke,  Bart.,  an 
East  India  Director.  In  1782,  lie  obtained  a 
writershi|>  iu  India,  and  was  i)hiced  in  the  Finan- 
cial Department  at  Calcutta.  He  was  afterwards 
transferred  to  various  country  departments,  and 
was  appointed,  along  with  Mr.  Lambert,  a mer- 
chant, to  draw  up  a reitort  on  tiie  resources  of 
Bengal.  Mr.  Colebrooke  then  began  to  study 
Sanskrit,  aud  translated  several  legal  treatises 
fnmi  that  laiigii.ige  for  Sir  William  Jones.  On 
the  foundation  of  the  College  of  Fort  William,  he 
was  appointed  Professor  of  Sanskrit.  He  w:is 
afterwards  promoted  to  the  Chief  Judgeship  of 
some  of  the  Indian  Courts,  was  President  of  the 
Board  of  Revenue,  and  a member  of  the  Supreme 
Council  of  Bengal.  Mr.  Colebrooke’s  publications 
regarding  the  San.skrit  literature,  which  made  him 
so  famous,  are  of  course  be3X)nd  the  scope  of  our 
present  notice.  He  held,  along  Mutli  his  two 
brothers,  the  patent  place  of  Chirogi’aidier  to  the 
Court  of  Common  Pleas.  He  died  on  the  10th  of 
March,  1837,  in  London. 

Remarks  on  the  Agriculture  and  Commerce  of 
JBengol.  1794, 

Remarks  on  ike  Husbandry  and  Intenud  Com- 
merce of  Bengal.  1806. 

On  the  Import  of  Colonial  Corn.  London,  1818. 

COLLECTION  das  PRINCIPAUX  ECONO- 
MISTES.  This  is  an  excellent  collection  of  the 
M urks  of  the  principal  Economists  from  Vaiibaii  to 
Ricardo,  published  hy  Messrs.  Guillaumin  & Co., 
of  Paris.  The  >vorks  of  each  author  are  preceded 
by  a biographical  notice,  and  accompanied  with 
notes  and  commentaries.  The  collection  com- 
prises 15  volumes,  published  from  1846  to  1848. 

Vol.  I.  Economistes  Financiers  du  xviii®  siecle. 

Vauhan  ; Projet  dune  dime  Royale. 

Boisguillehert ; Detail  de  la  France — Factum 
de  France^  ^'c. 

Jean  Low;  (Envres  completes. 

Melon;  Essai  sur  le  Commerce. 

Dutot;  Rifexitms  Politi(ines  sur  les  Finances 
et  le  Commerce.  Eilited  b}*  M.  Eugene  Daire. 

Vol.  II.  Physioemtes. 

This  volume,  also  edited  b3^  M.  Eugene  Daire, 
contains  the  Morks  of  the  principal  of  those 
M'riters  who  were  called  the  Economistes.,  or 
Physiocrates.  The  M'orks  included  in  it  are  those 
of  Quesnny^  Dupont  de  Nemours,  Mercier  de  la 
Riviere,  VAbbe  Bandeau,  and  Le  Trosne.  In  an 
introduction,  M.  Daire  explaius  the  nature  of  the 
Physiocrate  doctrine. 
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Vols.  III.  and  IV.  (Euvres  de  Turgot. 

This  vidume  is  edited  b}*  MM.  Eugene  Daire 
ami  II.  Dussard. 

Vols  V.  and  V^I.  Recherches  sitr  hi  nainre  et  les 
causes  de  la  Richesse  des  Nations^  par  Adam 
Smith. 

This  translation  of  Adam  Smith  is  b3’  Gamier, 
and  includes  the  notes  of  the  translator,  McCul- 
loch, Malthus,  James  Mill,  Ricardo,  Sismondi, 
Storch,  and  J.  B.  Say.  It  is  eilitod  by  M. 
Blannui,>vho  has  revised  it,  written  a biographical 
notice,  aud  added  m»te.s  of  his  own, 

Vol.  VII.  Essai  sur  le  principe  de  Population, 
par  Malthus. 

Translated  b\'  M.M.  P.  and  G.  Prevost,  of 
Geneva,  M'ith  an  Introduction  bv'  Rossi,  aud  a 
biographical  notice  by  Ch.  ConUe,  edited  with 
additional  notes  b\'  M.  Jtisepli  Gamier. 

Vol.  VIIL  Principes  d'ceonomie  politique,  con- 
sidh'H  sous  le  rapport  de  le.nr  application  pratapie. 
Containing  also  a translatimi  of  Malthus’s  defi- 
nitions ill  Political  Economy,  with  some  hitherto 
uni)ubiislied  remarks  of  J.  B.  Say. 

Vol.  IX.  Trade  d economie  politique : on  simple 
exposition  de  la  maniere  dont  se  forment,  se  dis- 
tribuent,  et  se  consomment  les  richesses.  By 
J.  B.  Say. 

A^ol.  X.  and  XL  Coars  complet  d economie 
politique  pratique;  oncrage  destine  d iufttre  sous 
les  yeux  des  homines  detaU  des  propriitaires, fan- 
ciers etdes  cupitalistcs,  des  samni.s,  des  agriculteurs, 
des  mnnufaeturiers,  des  ncgoeumts,  et  en  general  de 
tons  les  citoyens,  t economie  des  societes.  By 
J.  B.  Say. 

Vol.  XII.  CEuvres  diverscs  de  J.  B»  Say, 

Vol.  XIII.  iEuvres  completes  de  Ricardo. 

Vol.  XIV.  Melanges;  Davii>  Hume;  Essais 
sur  le  commerce,  le  luxe,  V argent,  les  impdts,  le 
credit  public,  sur  la  balance  du  commerce,  la 
jalousie  commcrciale,  la  population  des  nations 
ancienne.s — V.  i>e  Fokiionn.vis  ; Principes  econo- 
miqnes — Comiili.jVC  ; le  commerce  et  le  gouverne- 
CoNOORCET ; letire  dun  lahoureur  de  Pi- 
cardie  d M.  Needier). — Reflexions  sur resclacuge 
ties  negres — Reflexions  sur  la  jimtice  criminelle — 
De  rinjiuenee  de  la  recolutiou  d Ameriqnc  sur 
V Europe — De  Vimpiit  progrvssif. — Lavoisier; 
De  la  richesse  territorude  du  royaume  de  France. 
— Franklin;  La  science  de  bonhomme  Richard 

Vol  XV.  Melanges",  Necker,  sur  la  legislation 
et  le  commerce  des  grains. — VAbbe  Galiam; 
Dialogues  sur  le  commerce  des  hies,  acec  la  refu- 
tation de  r Abbe.  Morellet, — Mont  yon  ; Qtlelle 
influence  ont  des  diverscs  especes  dimpdtsurla 
moraUte,  Vactivite,  et  t industrie  des  penples  f — 
Bentham  ; jyefeuse  de  Vusure. 

COLLIER,  W.  R. 

Remarks  on  the  Protective  System.  AndM'er, 
U.  S.,  1832. 

COLLIGNON,  CHARLES.-A  French  Engi- 
neer, Cliief  of  the  Otliee  of  Roads  and  Bridges. 

Des  concours  des  cannaux  et  des  chemins  de  fcr. 
Paris,  1845. 

COLLIN,  JONAS. 

For  Historie  ay  Statistik  iscen  Fadrelandcts. 

Kjobcuhavu,  1822. 

CALLOT,  VICTOR.  General. 

Memoires  sur  la  reorganisatiun  de  la  Colonie  de 
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COMBE. 


COMTE. 


Saint  Dominique.  Prcced(’-'<  de  quelquea  rues  ghic- 
'tiles  sur  un  systlmC  tie  colonisation.  Paris,  1800. 

COLMAN,  HENRY.  IMember  of  the  Pvoyal 
Vgricultural  Society. 

The  A'^rknhttre  and  Bnrnl  Economtj  of  France^ 
Jlollaudy  and  Switzerland.,  from  per.'iunal 
ibservation.  London,  1848. 

Four  Reports  on  the  Agriculture  of  Alassa^ 
V 'husetts.  Boston,  1888-41. 

COLMAN. 

Motion  tres  interessantc  sur  la  Finance.  Paris, 
1790. 

COLMEIRO,  DON  MANUEL.  Professor  of 
^litical  Economy  and  Jurisprudence  at  Aladrid, 
vas  born  in  1818  at  Santiaj^m,  in  Galicia.  lie 
vas  educated  at  the  University  of  his  native 
own,  and  studied  law  and  political  economy.  lie 
au<:ht  political  economy  for  two  years  there.  In 
847,  after  a competition,  ho  obtained  his  ap- 
H)intmGiit  in  the  University  of  IMadrid. 

Derecho  adminisfrativo  Espanol. 

Alemoria  sohre  el  modo  mas  acertado  de  remediar 
os  malos  inherentes  a la  estrema  subdivision  de  la 
)ropriedad  terriiorifd  en  Gtdicia.  Santiago,  1840. 

Trodnto  elemental  de  ecunomia  politica  eclectica. 
\Iadrid,  1845. 

He  has  also  translated  the  Political  Economy 
if  Droz. 

COLMONT,  ACHILLE  DE. 

Histoiredes  expositions  des produiis  deV Industrie 
Franqaise.  Paris,  1855. 

COLMONT,  SAINT  JULLE  DE.  Porn  in 
79’i,  formerly  Secretary-General  of  Finance,  has 
)ublished  many  articles  in  the  Journal  des 
Economistes.,  and  together  with  M.  Dumas — 

Rapport  fait  d la  commission  instihiee  par 
irrite  du  ministre  des  finances  en  date  de  14 
fuilkfy  1838,  pour  etudier  les  questions  relatives  d 
a refonte  des  monnaies  de  cuivre  et  de  billon. 
hirls,  1840. 

COLONISING. 

A plain  investigation  of  that  .subject,  with  a 
'egislatioe,  political,  and  commercial  view  of  our 
Colonies.  Loudon,  1774. 

COLONY.  See  Mercantile  System. 
COMBE,  CHARLES. 

Index  niimmorum  omnium  imperntorum,  Angus- 
arum  et  Ctesarum  qni  ex  (ere  magni  modnli  signa- 
tantnr.  London,  1773. 

Nummornm  veterum,  populorum  et  urbinm  qui  hi 
nuseo  G.  Hunter,  assercantur  descriptio.  Loudiui, 
1782. 

COMBE,  GEORGE,  born  October  21,  1788, 
it  Edinburgh,  where  he  became  a Writer  to  the 
Signet  in  1812.  He  early  became  a disciple  of 
he  doctrines  of  phrenology  propounded  by  Gall 
md  Spnrzheim,  and  devoted  much  labour  and 
ime  ill  propagating  their  views,  which  led  him 
nto  several  controversies.  During  1838,  1839, 
.ud  1840,  he  resided  in  the  L'nited  States,  where 
le  was  led  to  pay  much  attention  to  the  pheno- 


mena of  the  monetary  convulsions  which  agitated 
the  Union  in  ihese  years.  Mr.  Combe  imblished 
several  works  which  have  become  very  popular, 
but  which  we  cannot  notice  here.  In  1833,  he 
married  a daughter  of  Mrs  Siddons.  In  18  i(>,  he 
was  a candidate  for  the  Chair  of  Logic  and  Meta- 
physics in  the  University  of  Edinburgh,  which, 
however.  Sir  William  Hamilton  obtained.  The 
title  of  Mr.  Combe  to  be  reckoned  among  Econo- 
mical writers,  is  founded  upon  some  articles  he 
wrote  in  the  Scotsman  newspaper,  during  the 
Currency  crisis  of  1855,  which  wore  reprinted  in 
the  Times,  and  attracted  great  attention,  and  were 
republished  in  a yiainphlet,  wliich  in  a very  short 
syiace  of  time  had  the  extraordinary  fortune  to  get 
through  about  eleven  editions.  Mr.  Combe  died 
in  1859. 

The  Currency  Question ; considered  in  relation 
to  the  Act  of  the  7th  and  Sth  Viet.,  c-  32,  commonly 
called  The  Bank  Restriction  Act.  London,  185G. 

Rifuiation  Refuted;  a reply  in  answer  to  pam- 
phlets put  forth  in  answer  to  the  Currency  Question 
considered.  London,  185G. 

COMBE,  WILLIAM. 

An  Historicid  and  Chronological  Deduction  of 
the  Origin  of  Commerce.  Loudon,  1787. 

COMBES,  ANACHARSIS  and  HIPPO- 
LYTE, 

Les  paysans  franqais  consider^  sous  le  rapport 
historique,  economique,  agricole,  medical  et  adrni- 
nistratif  Palis,  1853. 

La  propriet\  intellecluelle  au  point  (le  vuc  de  la 
morale  etdu  progres.  Paris,  1857. 

COMMERCE.  See  Economy,  Political. 
COMMON  SENSE. 

'The  cause  of  the  present  threatened  famine 
traced  to  its  real  source;  viz.,  an  actual  depreciatitm 
if  our  cu'cidathig  medium,  occasioned  by  the  paper 
currency.  Loudon,  1800. 

COMMUNISM.  See  Socialism. 

COMPANIES,  in  Joint-Stock  unnecessary  and 
inconvenient.  Free  Trade  to  India  in  a regulated 
Company,  Loudon,  1691. 

COMPANY*  See  Partnership. 

COMPENDIUM,  A,  of  the  Laws  for  regu- 
lating the  imqufrtation,  exportation,  and  con.sumpiion 
of  foreign  corn  from  the  year  IGGO,  and  a series  of 
accounts  from  the  date,  of  the  earlie.^t  official 
records,  shewing  the  operation  of  the  several  statutes 
and  the  average  price  of  corn.  Loudon,  182G. 

COMPETITION,  See  Socialism. 
COMSTOCK,  JOHN  L. 

A History  of  the  Precious  MeUds  from  the  ear- 
liest periods  to  the  present  time,  ivith  directions  for 
testing  their  jmrity,  Hartford,  U.  S-,  1849. 

COMTE,  AUGUSTE,  who  has  published  a 
system  which  he  calls  the  “Positive  Philosopliy,” 
was  born  at  Montpellier,  the  12th  January,  1795. 
Ilis  family,  he  tells  us,  were  extremely  catholic 
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and  royalist,  and  placed  him  at  one  of  Napoleon's 
Lyceums,  where  great  efforts  Avere  made  to  restore 
tlie  ancient  theologico-metaphysical  system.  He 
wiis  scarcel}*  fourteen  when  he  revolted  .'igalnst 
the  system,  ami  resolved  to  commence  a universal 
regeneration,  both  political  and  jihilosopldcal. 
He  entered  the  Ecole  Polytechnique  in  1814,  and 
the  mathematical  studies  of  the  place  strongly 
confirmed  this  tendency ; and  he  made  up  his 
inimi  that  the  same  spirit  of  ]>hilosopIiiziug  must 
be  upyilied  to  vital  ami  social  questions  as  was 
already  applied  to  inorganic  substances,  and  that 
the  education  which  stopped  at  the  latter  was 
imperfect.  The  whole  system  of  this  philosophy 
he  called  the  Eiicyclopaidic  Hierarcliy. 

At  this  period  St.  Simon  was  in  the  height  of 
his  fame,  ami  attracted  most  of  tlie  ardent  young 
speculators  of  France.  Comte  Avas  the  youngest, 
and  not  the  least  distinguished  of  the  number. 
In  1820,  he  published  his  views  in  the  Organisa- 
teur.  He  aftevAvards  separated  from  St.  Simon, 
and  in  the  jireface  to  the  6th  A'olume  of  liis  Conrs 
de  Fhllosophie  Positive,  sjieaks  of  him  in  very 
disparagiugterms,  saying  that  he  Avas  very  inge- 
nious, hut  very  stiperlieial — more  active  tliau 
speculative — mA  yiliilosopliical  by  nature,  and  only 
actuated  l>y  an  immense  personal  ambition.  Comte 
speaks  of  him  as  having  exercised  a very  delete- 
rious influence  over  him  and  his  philosophical 
studies. 

In  1826,  he  AA'as  seized  with  au  attack  of  mental 
aberration,  brought  on  by  overAvork  ami  anxiety. 
He  Avas  sent  for  cure  to  the  private  asylum  of 
Esipiirol,  Avho  Avas  a famous  mad-doctor,  and 
through  his  treatment,  Comte's  insanity  had 
nearly  proved  permanent.  After  tlie  doctor  had 
pronounced  it  incurable,  the  strength  of  his 
constitution,  soothed  by  domestic  affection,  thrcAv 
it  off,  and  in  the  foliowing  year  he  Avas  quite 
recovered.  He  then  Avorked  at  his  philosophical 
speculations,  and,  in  1830,  the  first  volume  of  his 
Coiirs  de  Philosophie  Positive  Avas  i>ul>lished. 

Comte  not  having  any  private  fortune,  was 
obliged  to  do  something  for  his  living,  and  in  181G 
began  to  gi\'C  lessons  in  mathematics,  and  this 
Avas  his  sole  means  of  subsistence  dui-ing  his  life. 
In  1832,  he  was  appointed,  in  the  lowest  position, 
to  a professorsliip  at  the  Ecole  Polyteehnique, 
Avhere,  according  to  his  oavu  account,  tlie  success 
of  his  teaching  and  his  reputation  as  a philoso- 
pher, excited  the  jealousy  of  his  colleagues.  In 
1836,  he  was  appointed  to  occupy,  ad  interim,  the 
princiiial  mathematical  chair.  In  1840,  this  chair 
Avas  vacant,  and  Comte  naturally  expected  to  be 
apiioiiited  to  it,  but  OAviug  to  the  iuflueiice  of 
Arago,  bturra,  the  inventor  of  the  famous  theorem, 
got  it.  This  excited  Comte's  enmity  against 
Arago,  and  he  seems  to  have  got  on  badly  with 
Ills  colleagues ; and  in  1852,  his  refusal  to  take 
the  oaths  to  Napoleon  III.,  deprived  liim  of  his 
place,  and  at  57  he  AAms  turned  adrift  on  the 
Avorld,  and  lived  in  great  penury,  supported  by 
the  contributions  of  his  admirers  and  friehds  in 
England  and  France.  He  died  in  Paris  in  Sep- 
tember, 1857. 

Comte  deiiomiiiales  his  Philosophy  “ Positive,” 
because  he  says  that  every  science  has  passed 
through  three  stages  of  ojiinioii ; 1st,  the  theo- 
logical; 2mlly,  the  metajihysical ; 3rdly,  the 
positive.  The  lirst,  Avheu  men  hi  their  ignorance 
and  incapacity  to  account  for  plieaomena,  referred 
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them  on  all  occasions  to  the  direct  interposition 
of  the  Deity.  The  next  stage  AA'as,  Avheii  having 
abandoned  this,  they  tried  to  speculate  on  the 
causes  of  phenomena,  and  attributed  them  to 
certain  mysterious  agencies.  Comte  maintains 
that  this  is  beyond  tlie  reach  of  human  faculties, 
and  tliat  all  they  can  do  is  to  discoA'er  the  laws  of 
the  iihenomeiiu.  As  au  example  of  the  meta- 
physical state  of  a science,  he  instances  the  tAvo 
jirevaleut  theuries  of  light — tiie  emission  and  the 
Avave  theory.  Both  of  these  he  condemns  as 
unpiiilosoiihical,  and  considers  the  researches  into 
the  hiAvs  of  heat  as  the  true  model  of  scieutitic 
investigation.  This  system  of  inquiring  only  into 
the  laws  of  pheuoiueiia,  he  denominates  the  Posi- 
tive System,  to  Avhich  all  philosophy  will,  as  he 
asserts,  linally  conhiio  itself. 

XoAv,  Avitli  respect  to  Avliat  he  says  about  the 
theological  phase  of  oiiiuion,  there  is  much  truth. 
But  Bacon  said  the  same  very  long  before.  He 
tells  us  that  Providence  acts  through  secondary 
hiAA's,  and  tliese  are  the  only  ones  Avhich  the  philo- 
soplier  has  to  investigate.  So  Pojie  said  long  ago, 
that 

“ The  Universal  Cause 
Acts  not  by  partial,  but  by  general  laws.” 

So  that  this  part  of  Comte's  doctrine  Avas  not  verv 
novel.  Ill  the  next  plate,  men  of  science,  long 
before  Comte's  day,  Avere  iierfectly  agreed  that  the 
true  method  of  procedure  in  every  science  is  to 
begin  by  ascertaining  the  laws  of  the  phenomena. 
NoAvtou  laid  this  doAvu  in  his  Optics,  and  the  rule 
Avas  perfectly  Avell  understood  and  acted  on  by  all 
physicists  long  before  Comte.  But  Avitli  resjiect 
to  Comte’s  next  doctrine,  that  philosophers  must 
stop  there,  and  never  seek  to  investigate  the  ra«Af*- 
of  these  laws,  that  is  a limitation  of  the  jioAvcrs  of 
the  human  mind  that  no  physicist  Avill  e\’er  siib- 
init  to.  In  fact,  as  soon  as  laws  arc  ascertained, 
they  become  phenomena,  and  by  Collecting  a vast 
body  of  these  laws  together,  the  human  iiiiiid 
uaiurally  aud  irresistibly  endea\murs  to  discoA'er, 
by  the  same  method  of  pliilosopliy,  if  these  pheiio- 
uieiia  arc  ma  subject  to  the  same  general  laws,  as 
Avell  as  the  first  order  of  iihenomcua.  They  Avill 
certainly  try  to  discover  if  there  are  not  certain 
hiAvs  of  laAvs.  When  we  once  seek  fur  Iuavs  at  all, 
it  is  nut  more  metaphysical  to  seek  fur  the  laAv  of 
a law,  tlian  for  the  la>v  of  a pheuomeuou.  In  fact, 
Comte's  system  AVould  go  to  forbid  us  to  imiuire 
into  the  reason  of  anything  at  all — a restraint  to 
which  the  human  mind  Avill  never  submit. 

Comte’s  great  doctrine  is,  that  there  is  a certain 
progressive  order  in  science,  aud  that  the  social 
science  must  be  investigated  by  methods  strictly 
analogous  to  those  pursued  in  physical  science,  and 
that  the  study  of  the  latter  must  precede  the 
former. 

Some  of  his  admirers  seem  to  think  that  this  is  a 
totally  novel  idea  on  the  part  of  Comte.  Tims, 
Mr.  G.  11.  Lcaa'cs,  in  his  AA  urk  on  Comte's  Philo- 
sophy,  published  in  Bohn's  series,  p.  10,  says: — 
“ Let  me  uoav  call  attention  to  Comte's  initial 
conceptions;  and  first, to  the  luminous  conception 
of  ail  the  sciences  — jihysical  and  social — as 
branches  of  one  science,  to  be  inA*esligated  on  one 
and  the  same  niethud. 

“ To  say  that  science  is  one,  and  that  the  method 
should  be  one,  may,  to  the  hasty  reader,  seem 
more  like  a truism  than  a discovery,  but  on 
inquiry  he  Avill  tiad  that  before  Comte — although 
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a ireiioral  t<Ica  of  the  connection  of  the  physical  ' 
sciences  was  prevalent— yet,  to  iu*l:xe  froin  .Airs.  ■ 
Somerville’s  work,  or  Ilersclieli’s  hisnmrse^  it 
was  neither  very  yn*ecise  or  very  profomul.  jVo 
out' h ml  thoH'^ht  ofn  social  sciencey  issuiti£r  from 
the  phf/sical  srleyiccs,  and  incesti^^afcd  on  (he  same 
method.  In  fact,  to  talk  of  moral  <jiu*stions  beinjj 
reduced  to  a positive  science,  would  oven  now 
be  generally  regarded  as  absurd  ! ! ” 

After  reading  tliis  astomuling  statement,  we 
can  only  ask,  Did  Mr.  Lewes  eviu*  read  Hacon  ? 
AVliy,  tile  very  purpose  of  the  Somm  Or^ranmn 
is,  to  inculcate  that  physical  science  is  the  basis  of 
moral  science;  and  throughout  all  Lacon’s  other 
works,  his  constant  assertion  is,  that  there  is  a 
('ontinnity  of  the  sciences  ; ami  his  comjilaint  is. 
that  they  are  all  barren  and  iiseles.s  because  they 
are  torn  away  from  Xatural  Phi!os)»]ihy,  their 
nursing  mother.  Imu*  proof  of  this,  Ave  have  only 
to  refer  to  the  articles  Axioms  and  Dkfimtions, 
ind  CoNTiM'iTv,  Law  of,  in  this  Dictionarv,  I 
wiien  it  Avill  at  once  be  seen  how  preposterous  a j 
notion  it  is  that  Comte  was  the  originator  of  this  | 
idea,  and  many  illustrious  men  had  preached  the 
iame  dwtriue  since  IJaeon’s  ilay,  but,  imfortu- 
lately,  they  did  little  more  than  jireach  it. 

Dismissing  then  this  untenable  claim  set  up 
br  Comte,  we  iioav  come  to  his  own  Avork,  in 
vhicli  there  is  much  to  be  approved  of. 

Ccunte’s  fundamental  doctrine  a.s  exjiressed 
iboA'e,  Avhicli  is  in  entire  accordance  Avith  liacoii’s 
treat  doctrine  of  the  Continuiiy  of  the  Sciences, 
that  there  is  a certain  due  and  proper  order  in 
ff’liich  only  the  sciences  can  be  proi»erlv  under- 
stood. First  of  all,  as  the  basis  of  all*  human 
inoAvledge,  Mathematics.  Then  the  Imirganic 
ciences,  Astronomy,  Fhysics,  and  Chemistry. 
Viid  next  the  organic  sciences,  Physiology,  tlio 
tudy  of  the  individual,  and  last  of  all  Social 
udenco,  or  the  individuals  in  Society,  Avhicli  he 
alls  also  Social  Physics.  Comte  strongly  urges 
lie  necessity  of  studying  the  Anterior  sciences  in 
■ no  and  jn'ojier  order,  and  that  each  one  should 
' e nmliu-stood  before  i>roceediiig  to  the  next ; and 
• .'peeially,  tlioso  Avho  study  Social  Phy.sics  should 
1 e Avell  acipiainted  Avith  Astronomy,  Physics, 

' hiciuLstry,  ami  Physiology,  before  they  attempt 

i 

To  this  doctrine  Ave  gh'C  onr  entire  assent,  so 
1 ir  as  regards  the  Science  Avith  Avliich  this  AA'ork 
i ; concerned — Ihditical  Economy.  Comto  says 
1 lat  the  errors  of  many  Chemists  are  OAvlng  to 
t leir  AA'ant  of  acquaintance  Avith  Mathematics. 

^ f e say  that  most  of  the  fuiulamental  defects  of 
( jr  Economists  are  OAving  to  their  palpable  want 
t ' acipiaiutance  with  Physical  Science. 

Among  several  excidlent  parts  of  his  intro- 
c ictory  chapter,  avc  may  observe  that  he  properly 
c dls  atteiiTion  to  the  ditlerence  betAvecn  precision 

ii  id  cerfaiiitif  in  science;  Avhence  he  says  a dau- 
jj  *rous  prejudice  has  sprung  up,  that  because  the 
p -rcision  of  Uitfereiit  sciciice^s  is  A’ery  unequal, 
t lat  therefore  their  certainty  is  so  too.  This 
t lids  much  to  discourage  the  study  of  the  most 
(]  iHcult.  Precision  and  certainty  are  perfectly 
d stinct.  An  absurd  ]>roposition  may  be  very 
ji  ecise,  as  for  in.'^tance,  that  the  angles  of  a tri- 
a igle  are  equal  to  three  right  angles.  On  the 
0 lier  Itand  a certain  jiroposition  may  not  be 
p ecise,  as  that  a man  will  die.  Hence,  although 


thodiftbrent  sciences  may  vary  in  precision,  that 
<loes  not  atlW  t tlieir  certainty. 

This  ohs(  r\'at ion  apj dies  very  forcibly  to 
Political  Economy.  Many  persons  are  apt  to 
ilespijic  it,  ami  tliink  tliat  there  is  nothing  in  it, 
because  it  do-'S  not  bring  out  its  results  Avith  the 
smae  nuimM’it  al  precision  as  those  of  Matliematica. 
That,  howevt-r,  is  a \*ery  gricA'ous  mistake.  The 
hiAvs  of  Political  Economy  are  (piite  as  certain  as 
tiutsc  of  Phy-ical  Science,  though  it  may  not  be 
possible  to  re  luce  them  into  fonmihe  of  tlie  same 
a u 111  erical  pneision. 

Comte  .says  tliat  there  is  no  hope  of  a really 
rational  education  until  the  plan  laid  out  by  him 
is  pursued  systematically  in  instructing  youth. 
To  this  A\-e  to  a great  extent  agree. 

^ It  is  someA\  hat  surprising,  liOAveA'er,  that  when 
Comte  conies  to  Political  Economy,  wliich  one 
would  tliink  is  specially  adajited  to  shew  the 
truth  of  his  im  thod,  he  speaks  of  it  with  the 
greatest  contiunpt,  and  does  not  admit  it  to  be  a 
science  at  all.  Except  Adam  Smith,  A\dioin  he 
lauds  for  not  making  it  a science,  he  treats  the 
Economists  aa  ith  unbounded  disdain. 

>iOAv,  we  adopt  Hacoii  and  Comte’s  doctrine  to 
the  tall.  Physieal  science  is  the  true  basis  of 
moral  science.  Political  Economy  is,  to  all  intents 
and  inirposes.  a jdiysical  science.  AVe  have 
cndeaA'oured  to  shoAv  that  mathematical  ideas  are 
callable  of  being  a]»plied  to  it,  to  an  extent  that 
has  iieA'or  yet  been  thought  of. 

Thus,  Ave  have  shewn  that  the  theory  of  Credit 
can  only  be  explained  by  the  great  modern  alge- 
bramal  doctrine  of  the  separation  of  the  signs  of 
jiosition  and  operation. — (Credit.) 

It  is  this  great  principle  of  the  continuity  of 
science  that  can  alone  raise  Political  Economy  to 
rank  Avith  the  physical  sciences. 

Comte’s  Avorks  relating  to  our  subject,  are — 
Cfturs  dc  Philosophie  Positive.  Paris,  1830-4:2. 

This  Avork  lias  boon  admirably  condensed  by 
Aliss  Harriet  Martincan,  in  two  volumes. 

Discours  sur  F esprit  posiftf  Paris,  1844. 

Dtscours  sur  V ensemble  de  positivisme,  Paris, 
1846.  ’ 

Systeme  dn  politique  positivey  ou  trade  de  soci- 
olo^tCy  instituuht  la  religion  de  V humanite.  Paris, 
18J1-3.  ’ 
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a very  emineiil  French  publicist,  Avas  burn  on  the 
-oth  August,  J782,  at  .St.  Eminie,  a village  in  the 
depaitnient  of  Lezere.  He  became  a member  of 
the  Paris  bar.  He  had  voted  against  the  Empire 
being  conferred  on  Napoleon.  In  1814,  he  pub- 
lisiied  Le  Censeury  to  resist  the  reactionary  de- 
signs of  the  Hourbons.  He  Avas  shortly  after- 
Avards  joined  by  AI.  Charles  Duno^'er,  and  these 
two  writers  m untaiiu-d  coustitutioiial  doctrines 
against  absolutism  for  six  years.  AViien  Napoleon 
hiiided  at  t aniies,  AI.  Comte  published  a pamphlet 
shcAving  that  toiistitutionul  gOA^erninent  Avas  im- 
jKissible  under  a military  chief,  aud  especially 
under  Napoleon.  The  editors  of  the  Censeur 
Avere,  nevertheless,  accused  by  a royalist  paper,  of 
Ijcing  m a conspiracy  to  bring  back  the  Emperor. 
They  brought  an  action  for  libel  against  the 
paper.  The  case  was  set  doAvn  for  the  19th  of 
Alarch,  A\  hen  N apoleon  was  already  at  Fontaine- 
bleau. The  Judges  were  placed  in  rather  a deli- 
cate position,  bi'tweeu  the  existing  aud  the  puulo 
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pnstfnfn/'vm  governments.  Tlie  defendant  Avislicd 
the  rase  postponed;  but  to  this  the  plaintiUs 
demurred,  and  Avhen  the  case  came  on,  tlie 
Ihnperor  Avas  actually  ou  the  throne.  They 
insisted  on  the  case  going  on,  notAvithstandiug  its 
noAv  liriiig  Avithont  an  object.  AVe  are  not  told 
how  judgmoiit  Avent.  The  Censeur  Avas  seized  liy 
the  Imperial  Government,  ami  fared  no  better 
under  tlie  second  restoration,  so  that  its  publica- 
tion Avas  suspended  during  two  years.  In  the 
mean  time  the  editors  ajiplied  themselves  to  Poli- 
tical Economy.  AL  Comte  took  lessons  from 
J.  H.  Say,  ami  married  his  daiigliter. 

Tliis  .study  had  much  iiitliience  on  the  future 
views  of  the  Censenr,  Avliicli,  on  its  reappearance, 
took  the  name  of  the  Censeur  Kuroplen.  It 
became  an  ardent  advocate  of  economical  reform 
ami  tree  trade.  Put  they  had  tlie  misfortniie  to 
come  into  collision  Avith  tlie  Censorship,  and  were 
sentenced  to  a fine  of  *2,000  francs,  and  (avo 
months  imprisonment.  Al.  Comte  considering 
the  sentence  illegal,  took  refuge  in  SAvitzei’lanJ, 
and,  in  1820,  a Chair  of  Jurisprudence  Avas 
otfered  him  at  Lausanne,  Avhich  he  filled  with 
great  success  till  1823.  Tlie  French  Go\'ernment 
then  domamled  his  expulsion,  bat  the  Canton  de 
A'amI  stoutly  resisted  sucli  an  onler.  AL  Comte, 
however,  nut  to  be  a cause  of  embarrassment  to 
the  hospitable  government,  retired  of  Ins  own 
accord  to  England,  Avhere  he  became  an  intimate 
frimnl  of  Jieuthaiu. 

When  the  term  AA'hich  .satisfied  the  sentence 
h.ad  expired,  he  returned  to  France,  and  published 
his  Triiite  de  Legislntiouy  to  Avhich  the  Academy 
UAvarded  the  great  Alontyoii  prize  in  1828. 

This  Avork  became  a very  favourite  one  Avitli 
Freilerick  Pastiat. 

After  the  Pevulntion  of  July,  AL  Comte  Avas 
elected  to  the  Chamber  of  Deputies  by  the  de- 
jiartment  of  the  Sartho,  ami  was  appointed  King’s 
Advocate  in  the  Court  of  the  Seine.  AVlien  the 
Academy  of  Aloral  ami  Political  Scienoes  Avas 
restored,  he  Avas  ajipoiiited  a member,  and  shortly 
after.  Perpetual  Secretary.  In  1834,  he  jniblished 
his  'i'reatise  on  Property,  which  obtained  a very 
liigh  nqmtation.  In  his  capacity  of  Perpetual 
Secretary,  he  pronounced  the  Kloges  of  Garat 
ami  Malthas,  lie  died  13th  April,  1837. 

Le  Censeury  ou  examen  des  actes  et  des  onvrages 
qui  tendent  a delruire  ou  d cousolider  la  constitution 
de  FEtat  Paris,  1814-15. 

Le  Censeur  Europeeuy  ou  examen  de  diverses 
que.dions  de  droit  public  et  de.  dicers  nuvrages  UUe~ 
I'uires  et  sciontifiqueSy  Cfntsidires  sjtccialement  avec 
hs  ]tr(>grcs  de  la  civiUsat'on.  Par  AIM.  Comte 
et  Dmioyer.  Paris,  1817 — 1819. 

This  contains  a considerable  number  of  papers 
ou  economical  subjects. 

Des  garantics  offertes  nnx  capitaux  et  aux  autres 
genres  de  propricte  par  les  prochlcs  de  Chamhres 
LegislaticeSy  dans  les  entreprises  indnstrkdles.^  et 
particulierement  dans  la  formation  des  canauXy  et  de 
F injiuence  qui  pent  avoir  un  canal  du  Havre  Fi  PariSy 
sur  la  prospa'ite  des  v/lles  commerciules  de  France. 

Traite  de  Ugi.datkmy  ou  exqntsition  des  lois  gene- 
7'ales  suivaui  lesquelles  les  peuples  pro.sperefitt 
deperisseuty  ou  restent  statiounaires.  Paris,  1827. 
2'raitc  de  la  Pjn/priete.  Ihiris,  1834. 

CONBREUX,  GUILLAUME. 

Decameron  Xumismatkpie.  1844. 
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Descl  iptkni  comjdete  et  raisonnee  dps  mnnnaies 
dc  la  dvuxicme  race  royals  de  France,  Pai*is, 
1837. 

Catalogue  raisonnee  des  monnaics  nationales  de 
France.  Paris,  1839-41. 

CONCINA,  GIACOMO  de. 

Sul  conimercio  del  Romani  in  Aquileia.  Alvi- 
sopoli,  1810. 

CONDER,  JAMES. 

I An  arrangement  of  provincial  coiuSy  tohenSy  and 
medals  issued  in  Great  BritaiHy  Irelandy  and  the. 
ColonieSy  within  the  la.^t  30  years.  Ipswich, 
1798-99. 

C9NDILLAC,  ETIENNE  BONNOT  DE, 

Abbe  dc  Muraux,  avIio,  La  Ilarpe  say.s,  was  the 
founder  of  sound  Metapliysics  in  France,  Avas 
born  at  Genoblc,  the  13th  September,  1714.  He 
was  tlie  younger  bruthcr  of  the  Abbe  de  Alably. 
Tliere  arc  few  persons  Avho  attained  such  emi- 
nence, whose  Hats  Avere  so  utterly  devoid  of 
events.  His  biograpliers  tell  us  nothing  deserA'iiig 
the  name  of  an  incident  about  him,  except  that 
having  aatii  a great  reputation  by  his  first  pub- 
lication.fi,  he  Avas  appointed  preceptor  to  the  Prince 
of  Parma,  Louis  XV.’s  grandson,  for  Avhom  ho 
Avrote  most  of  his  subsequent  Avorks.  In  1768, 
he  was  appointed  a member  of  the  French  Aca- 
demy in  the  room  of  the  Abbe  I’OIivet,  and  after 
having  delivered  the  usual  preliminary  discourse, 
he  never  entered  it  again.  In  1777,  he  Avas 
reipiested  to  Avrite  an  elementary  Avork  on  Logic, 
for  the  schools  in  Poland,  aud  he  died  3rd  August, 
1780,  at  his  place  of  Flux,  near  Eangenci,  Avliere 
he  liA'od  in  retirement  all  his  life.  It  Avould  be 
obviously  out  of  place  here  to  giA'e  any  account  of 
Condillac’s  metaphysical  system,  Avhich  attained 
great  popularity  in  his  day.  lie  professed  to  be 
a follower  chiefly  of  Locke,  though  he  carried 
Locke’s  views  to  an  extreme;  so  that  his  seliool 
is  called  by  the  name  of  the  Llfra-sensationak 
because  he  refers  the  acquisition  of  all  knoAvledge 
exclusively  to  the  seiise.s.  There  is  one  part,  how- 
e\*er,  of  Locke’s  and  Coiulilhic’s  iihilosophy  wliicii 
Ave  must  mention,  as  it  is  very  pertinent  to  our 
present  subject. 

Bacon  dAvelt  Aviih  great  earnestness,  in  Ids 
Novum  Oi'ganumy  ami  elsoAvlicre,  on  the  ex- 
treme im])ortance  of  forming  true  conceptions — 
notkmes.  Locke  devotes  a Avhole  Book,  the  IIL, 
to  the  discussion  of  words,  or  language,  its  use 
and  abu.se.  He  speaks  Avitli  great  severity  of  the 
confusion  of  language  i^o  prevalent  in  duitro- 
versies.  He  says,  (11. 1 1 1,  c.  x,  § 5,)—“  It  is  hard 
to  find  a discourse  Avritteu  upon  any  subject, 
especially  of  controversy,  Avhereiu  one  shall  not 
obsei'AT,  if  he  read  Aviili  atteiiiion,  tlie  same  Avords 
(and  those  coimnunly  the  most  material  in  the 
discourse,  and  upon  Avhich  the  arguments  turn), 
used  sometimes  for  one  collection  of  simple  ideas, 
and  sometimes  for  another,  which  is  a tierfcct 
abuse  of  language.  AVords  being  iiitemled  for 
signs  of  my  ideas,  to  make  them  knoAvn  to  otliers, 
not  by  any  natural  signification,  but  by  a vitlmi- 
tary  imposition,  it  is  jilaiu  cheat  ami  abuse  wlicn 
I make  them  stand,  sometimes  for  one  thing,  and 
sometimes  for  another,  the  Avilfiil  doing  Avhereof 
can  be  imputed  to  nothing  but  great  follv,  or 
greater  dishonesty.”  In  g 22,  he  says, — Ivuovv- 
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and  rca^niiiuji  iv<(uire  precise  and  detenni-  . 
natc  ideas.  * * This  aluise  of  t;»kiiij;  words 

upon  mist,  has  noAvhere  sjircad  sii  lav,  nor  wiili 
so  ill  Hl'cets,  as  aiinni^^st  men  of  letters.  The 
imdtiplieation  and  ttb>tinacy  of  disputes  wliieii 
have  so  hud  ua-'-te  the  intelleetnal  world,  are 
owinj;  to  nothing  more  than  this  ill  use  of  words. 
For  though  it  he  generally  believed  that  there  is 
great  diversity  of  0]duions  in  the  volumes,  and 
varieties  of  controversies,  the  world  is  ilistracted  i 
with,  yet  the  most  I can  iiiid  that  the  contending  ' 
learned  men  of  diiferent  ])arties  do,  in  their  argu- 
ings  one  with  another,  is  that  they  speak  diflereiit 
languages.'” 

in  chapter  II.  of  the  same  book,  Locke  says 
that  morality,  or  the  moral  sciences,  are  as 
capable  of  exact  demonstration  as  mathematics,  if 
the  language  were  reduced  to  the  same  degree  of 
exactness,  which  is  perfectly  capable  of  being 
done — “ Ami  it  mu>t  be  great  want  of  ingenuity 
(to  say  no  worse  of  it)  to  refuse  to  do  it,  since  a 
definition  is  the  only  way  whereby  the  precise 
meaning  of  moral  vords  can  be  known:  and  vet 
a way  whereby  tlieir  meaning  may  be  known 
certainly,  ami  without  leaving  any  room  for  any 
contest  about  it.  And,  therefore,  the  negligence 
or  perverseness  of  mankind  cannot  be  excused  if 
their  discourses  in  morality  be  not  much  more 
clear  than  those  in  natural  philosepliy.”  § -2Q,  “ If 
men  will  not  be  at  the  pains  to  declare  the  mean- 
ing of  their  words,  and  definitions  of  their  terms 
are  not  to  be  had,  yet  this  is  the  least  that  can  be 
exjiecteil,  that  in  all  discourses  wherein  one  man 
pretends  to  instruct  or  convince  another,  he  should 
use  the  same  word  cou'^tantly  in  the  same  sense; 
if  this  were  done  (whieii  nobody  can  refuse  with- 
out great  disiiigcunity)  many  of  the  books  extant 
niiglit  be  spared,  many  of  tlie  contnwersics  in 
dispute  wonhi  be  at  an  end,  several  of  those  great 
volumes  swollen  with  ambiguous  words,  now  used 
in  one  sense,  and  by-aml-bye  in  another,  would 
slirink  into  a very  narrow  compass.” 

This  part  of  Locke’s  philosophy,  Condillac  has 
adopted  to  the  full,  and  Dr.  AVhewell  says,  (Phil, 
of  ch.  XIX.  § G.)  tliat  the  doctiineof  the 
importance  of  terms  is  the  most  considerable 
addition  to  the  riiilosophy  of  Science,  whieli  has 
been  made  since  the  time  of  Dacon.  Condillac 
maintains  throughout  his  system  that  every  science 
attains  perfection  just  in  proportion  as  its  language 
is  exact.  Algebra  is  the  great  model  of  all  science, 
and  it  was  so,  only  because  its  language  is  the 
most  perfect.  And  every  science  is  capable  of 
being  brought  to  the  same  degree  of  exactness  as 
Algebra,  by  bringing  its  language  to  the  same 
degree  of  perfection. 

Condillac  is  charged  by  later  writers  with 
having  pushed  this  doctrine  somewhat  too  tar, 
which  is  ju-obably  true.  But  there  is  no  doubt 
whatever  but  the  censures  of  Locke,  and  the 
doctrine  of  C(mdillac  are  strikingly  aiipHcalde  to 
Political  Economy.  Xineteeii  twentieths  of  the 
t'uiitn.vcrsies  in  this  science  are  due  to  the  con- 
ti-mi>t  ami  negh'Ct  of  accurate  language  by  Econ- 
omists. And  the  only  way  to  raise  Political 
Eeomuny  to  the  rank  of  an  exact  science,  is  to 
bestow  as  mnch  care  in  refining  and  polisiiing  its 
language  as  is  done  with  physical  science. 

Condillac  publislied  a work  in  177G,  the  same 
year  as  the  Wfoltk  of  ^atinus^  wliich  gives  him  a 
P'Ksilion  anmng  Economists.  In  fact,  he  may 
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probably  be  considered  as  the  founder  ot  the 
Third  Sclio-d  of  Eeonomists,  fur  he  expressly 
treats  Ecomanic  Science  as  the  science  of  Com- 
merce, ur  Exchanges,  which  is  the  conception  to 
w hich  the  general  opinion  of  Economists  is  now 
gravitating.  Altlnuigh  Condillac  has  by  no  means 
exhausted  the  subject,  and  may  have  ex|»res.sed 
some  inaccurate  views,  we  have  no  hesitation  in 
placing  it  as  the  foundation  of  true  i*olilical 
Economy ; ami  nothing  can  be  more  striking  than 
the  lucid  clearness  and  consistency  of  his  views, 
contrasted  with  the  astounding  self-contradictions 
and  obscurities  of  later  writers.  Ilis  work,  ot 
which  we  shall  give  an  analysis,  is  called— 

Le  C(fi/tPie/re  et  le  Goupcrnetupttt,  considereft 
relativemeni  ran  it  Cunlre.  I'aris,  177G. 

We  have  shewn  (Pkelimixaky  Djscovkse) 
that  there  ire  three  schools  of  Economists,  tlie 
third  of  wl'ieh  has  for  its  fumlauiental  doctrines, 
that  the  trm*  conception  of  Economic  Science  is, 
that  it  is  the  Science  of  Exclianges,  or  the  Piiilo- 
sophy  of  Cmnmerce,  ami  that  value  is  not  any 
(pmlity,  or  anything  inliereiit  in  an  oliject,  but  is 
the  exchaii.reablc  relation  existing  between  any 
two  ([uantities ; and  that  it  takes  its  rise  exclu- 
sively in  the  human  mind,  or,  as  it  may  otherwise 
be  expresse<l,  in  Demaxd,  as  Aristotle  said  two 
thousand  years  ago. 

The  general  opinion  of  European  Economists  is 
now  gravitating  to  this  view  of  the  scienee, 
and  as  far  as  we  are  at  i>resent  aw’arc,  Comlillac 
is  entitled  to  be  considered  as  the  founder  of  this 
school  of  J*olitical  Economy  in  the  above  work, 
which  was  published  in  the  same  year  as  the^ 
Wraith  ofNatufiis.  In  consideration,  tliereforo,  of 
its  great  importance,  we  shall  give  an  analysis  of  it . 

Comliilai  intended  to  have  t)nblished  three 
divisions  of  his  work,  the  l^r^t,  in  w hich  the 
phenomena  of  commerce,  or  exchanges,  which  is 
Economic  Science,  are  explained  ; the  second,  in 
which  the  relations  of  commerce,  or  Economic 
Science,  to  the  government,  and  their  reciprocal 
iiitluence  over  each  other,  are  inv'cstigated;  and 
the  third,  u’mtaining  a collection  ofjiraetical  ex- 
amples, shewing  the  application  of  the  principles 
developed  in  the  two  preceding  jairts.  Unfortu- 
nately the  third  part  never  was  published. 

Comlilhn  begins  (di.  i.)  by  investigating  the 
foumlaiiou  of  the  value  of  things,  and  shews  that 
it  originates  entirely  from  the  wants  and  desires 
of  men.  1 hose  things  w'hich  satisfy  some  want, 
have  utility  ; and  this  tcant^  or  estimation,  is  calletl 
value.  To  say  that  a thing  has  value,  means  that 
we  think  it  useful  for  some  purpose. 

As  people  feel  new  wants,  they  learn  to  make 
use  of  things  which  they  did  not  before.  They 
give,  therefore,  value  at  one  time  to  things  to 
which  at  another  time  they  did  not. 

Now,  when  things  arc  very  abundant,  they  feel 
the  want  of  any  particular  portion  less,  because 
they  are  not  afraid  of  being  without  it.  On  the 
contrary,  when  tilings  grow  scarce  they  feel  the 
want  more,  because  they  may  be  without  them 
altogether. 

Hence  th  > want,  or  value  of  a thing,  naturally 
increases  during  scarcity,  ami  diminishes  during 
plenty.  During  a very  great  plenty,  this  may 
diminish  to  any  degree ; on  the  contrary,  during 
a very  gnat  scarcity  it  may  increase  to  any 
degree.  Hence  it  is  these  variations  in  wants 
that  give  rise  to  all  variations  in  value. 
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However  ribundant  a thing  may  be,  it  Ins  some 
value,  however  infinitesimally  small,  as  hmg  as 
w'e  w'aiit  it.  On  tlie  banks  of  a river  the  water 
has  some  value,  however  small,  because  the 
labor  of  stooping  to  raise  it  nji  is  something  given 
for  it.  But  in  some  ca.^es  a traveller  would  give 
100  Ionises  for  a glass  of  water,  and  then  it  is 
worth  100  louisrs,  sini])ly  because  he  wants  it  so 
mnch  that  he  will  give  that  for  it. 

Hence  all  value  resides  in  the  mind.  But 
pei>i)le  have  come  to  regard  value  as  an  absolute 
{piality  whidi  is  inherent  in  things,  independently 
of  the  opinion  we  have  of  them,  and  this  confusion 
of  ideas  is  the  source  of  bad  reasoning.  A’^alue  is 
founded  on  estimation. 

Value,  therefore,  exists  liefore  an  exchange. 
Comlillac  blames  the  Economists  for  saying  that 
it  consists  in  the  relation  of  one  thing  exchanged 
for  another.  This  criticism  of  Coiulillac,  will  w'c 
think  be.  touml  .somewhat  overstrained,  because, 
unless  there  be  an  exchange,  there  is  no  manifes- 
tation of  value,  which  can  be  the  subject  of 
Economic  Science.  That  science  has  nothing  to 
do  with  an  impotent  desire  of  the  mind,  which 
has  no  external  manifestation,  but  only  with  an 
efi'ective  desire  wiiich  jirodiices  a phenomenon, 
or  an  elfect.  So  mecimnics  has  nothing  to  do  with 
latent  forces  which  give  no  outward  sign  of  their 
existence,  but  only  with  the  phenomena  produced 
bv  forces. 

‘Comlillac  lays  down,  a.s  his  fundamental  doc- 
trine,— “Une  chose  ii’a  i»as  line  valcur,  parce 
qii'elle  coutc,  comme  on  le  suppose;  mais  elle 
cuute,  parce  qifelle  a une  valcur,”  And  to  this 
doctrine  every  one  of  common  sense  will  give  his 
assent. 

Value,  then,  being  the  desire  we  have  to  obtain 
something,  Condillac  shew,s,  in  cluij).  ii.,  that 
wliat  we  give  to  obtain  wduit  w^e  want,  is  called 
its  yo’/ce. 

One  man  lias  more  corn  than  he  wants,  another 
has  more  wine  than  he  wants.  The  first  wants 
wine,  and  the  second  com.  They  must  therefore 
make  an  exchange.  In  such  an  exchange,  both 
parties  will  give  what  lie  wants  less,  to  obtain 
what  he  wants  more;  therefore  each  will  gain. 
Nevertheless,  as  each  Avill  wisli  to  gain  as  much 
as  he  can,  he  will  naturally  try  to  give  as  little  as 
he  can  of  his  own,  ami  gel  as  much  as  he  can  from 
the  other.  This  contention,  however,  must  be 
brought  to  an  end.  An  exchange  takes  place, 
and  each  thing  exchanged  is  tiic  price  of  the 
other. 

Hence  we  see  that  value-  and  price  arc  not 
ab.soliitely  identical,  so  as  to  be  used  always 
convcrtibly  with  one  another. 

To  this"  we  may  say,  that  Condillac  is  rigid  to 
a certain  extent ; but  since,  as  wc  have  said 
above,  value  is  not  the  subject  of  Economic  Sci- 
ence until  it  is  manifested  visibly  by  price,  it  can 
never  lead  to  error  to  use  price  and  value  as  con- 
vertible terms.  No  doubt  value  re.-^ides  in  the 
mind,  but  what  we  give  for  a thing  is  the  measure 
of  our  value  of  it,  and  is  the  only  thing  wc  are 
concerned  with.  AVhat  we  give  for  it,  may  there- 
fore be  correctly  called  tub  value  of  it,  or  Us 
price. 

Condillac  then  shows  (chap,  iii.),  that  all  vari- 
ations ill  price  are  caused  by  variations  in  what  is 
called  the  law  of  supply  and  demand,  amt  then- 
fore  that  there  is  no  such  thing  as  absolute  price. 
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The  price  varies  from  market  to  market,  ami  is 
always  .settird  by  competition.  That  it  i.<  usele.ss 
and  dangerous  to  try  to  prevent  these  variations. 

Commerce  (cliaj)  v.)  is  an  excliange  of  two 
things,  and  everything  wliich  is  exclianged  i.s 
morchamlize.  Karh  artii  le  of  merchandise  is  tint 
price  of  the  other.  It  supposes  two  things,  lii>t 
a suporfiiiity  of  possessions  on  one  pait,  and 
' .secondly  a want  on  the  other.  Agrkullnrists  am! 
other  producers,  however,  cannot  always  dispo.se 
of  their  surplus  jiroduce  on  the  spot,  there  is, 
therefore,  need  ui’  another  class  of  persons  lo  carry 
it  to  where  it  may  be  more  profitaidy  dispo,sed  of, 

' and  these  persons  arc  called  merehants.  This 
! gives  rise  to  a greater  number  of  exchange.^. 

Moreover  they  give  rise  to  value,  because,  if  there 
I were  no  demand  for  the  surplus  on  the  spot  where 
it  is  grown,  it  would  Iiave  no  value,  but  when 
I they  transport  it  to  a place  where  it  is  wanted, 

I it  acquires  a value. 

In  this  manner,  therefore,  commerce  augments 
I the  mass  of  riches  (chap,  vi.)  It  is  true  that  it 
! is  the  earth  alone  which  produces  ail  thiiig-s 
I therefore  it  is  the  only  source  of  riches.  'I  he 
I agricultin’Lst  multiplies  things  of  use  by  working 
I the  fields. 

AVhat  then  do  merchants,  if  as  is  commonly 
said,  an  excliange  is  an  equal  value  given  for  an 
equal  value  ? If  that  were  true  it  would  be  u-seless 
to  multiply  exchanges,  and  there  would  always  be 
the  same  mass  of  riches. 

It  is,  however,  false  that  in  an  exchange  tlie 
values  are  equal.  On  tlie  contrary,  each  party 
gives  less  and  receives  more.  If  they  did  not, 
there  could  be  no  gain  on  either  side.  But  both 
I sides  gain,  or  ought  to  do  so.  For  this  roasmi  that 
value  has  no  reference  except  to  our  wants,  and 
tliat  which  is  more  to  one  is  less  to  the  other,  and 
reciprocally. 

The  source  of  the  error  is  in  supposing  that 
things  have  an  absolute  value,  and  therefore 
people  think  that  in  an  exchange  they  give  and 
receive  an  etpial  value.  Each,  however,  givc.s 
less  and  receives  iiun'C,  because  he  gives  what  he 
\vants  less,  and  receives  what  he  wants  more. 
It  is  the  surplus  which  furnishes  tlie  funds  for 
commerce,  and  this  surplus  becomes  wealth  when 
it  can  be  exchanged  for  something  that  has  value 
for  the  owner,  and  it  has  value  for  the  purchaser. 

If  the  surplus  could  not  be  exchanged  it  would 
not  be  wealth.  ^lerchaiits  are  the  canals  by 
which  this  surplus  is  carried  off,  and  thus  they 
encourage  husbandmen  to  grow  more,  A spring 
which  loses  itself  in  the  rocks  and  the  sands,  is 
not  wealth  for  me,  but  it  becomes  so  if  I 
make  trenches  to  carry  it  to  my  meadows.  The 
spring  is  the  surplus  produce  of  the  farmer,  the 
trench  is  the  merchant. 

Thew'antsof  men  (chap.  vH.),  as  tiiey  multiply, 
give  rise  to  the  arts,  and  these  increase  the  mass 
of  M'calth.  Each  artisan  incivases  the  ina>-s  of 
wealth,  or  the  abumlance  of  things  whieli  have 
value.  The  husimmhnan  supplies  the  raw  ma- 
terial, but  it  is  the  artisan  who  ]>uts  it  into  a form 
to  be  useful  to  society,  and  therefore  gives  it 
value.  Every  new  art,  tlierelore,  gives  ri>e  to 
new  wealth,  and  gives  a new  stimulus  to  eom- 
merce,  fur  wliich  it  supplies  a new  fund.  Thn.s 
all  hii?-bandinen,  merchants,  and  urtisan-s,  combine 
to  augment  the  mass  of  wealth. 

If,  therefore,  the  earth  is  tlie  only  source  of 
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pruiluctions,  and  tlioreforo  of  woaUli,  we  sec,  on 
the  otiier  hand,  that  labour  gives  a value  to  a 
number  of  productions,  wlik-h  without  it  would 
liave  mnie.  It  is  tliereforo  shewn  that  labor  is 
also  a source  uf  wrahh. 

In  chap,  viii.,  ('mulillac  discusses  wages,  and 
shews  why  wages  difter  in  dilferent  em]>loynients. 
Each  man's  wages  regulate  his  consumption. 

In  cluip.  xii.,  Condillac  defends  the  right  of 
property  and  bequest. 

Commerce  gives  rise  to  the  necessity  of  a pre- 
cise method  of  estimating  the  value  of  things, 
hence  arose  the  use  of  mom*}'.  Gold,  silver,  and 
coiiper  were  the  metals  first  discovered,  because 
they  lie  more  generally  on  tlie  surface,  and  ai*e 
moJ’e  easily  worked  tlian  iron.  Thev  were  found 
to  be  useful  fiu*  many  ])urpose.s,  and  therefore  they 
acquired  a value.  This  value  wa.s  .settled  exactly 
in  the  same  way  that  the  value  of  everything  else 
was  settled.  The  metals  having  thus  become 
merchandize,  it  was  found  necessary  to  have 
something  in  commerce  to  perforin  the  functions 
of  money,  and  they  w'ere  tlum  appropriated  to  this 
]>ur]»ose,  as  being  found  to  be  most  suitable  fur  it. 

In  the  beginning  of  society  there  was  no  need 
for  a measure  of  value.  13ut  when  commerce 
began,  the  want  of  one  was  felt.  And  it  was 
from  the  use  of  this  measure,  that  the  misconce))- 
tioii  gradually  arose  of  things  having  an  absolute 
value.  Gold  and  silver  are  the  best  suited  by 
nature  to  serve  as  this  measure  of  value.  Com- 
merce, as  said  above,  augments  the  mass  of 
riclie.s  by  facilitating  and  multiplying  exchanges, 
and  tlius  gives  value  to  things  which  had  none 
before.  Gold  and  silver  money  tend  powerfully 
to  tlie  same  end  by  facilitating  and  multipiying 
exchanges. 

And  we  may  add,  Credit  does  mure  so  still,  as 
it  increases  tlie  miniber  of  exchanges  just  as 
money  does.  (Crkoit). 

Gold  and  silver  thus  becoming  money,  it  was 
next  found  convenient  to  have  them  divided  into 
]ii(*ces  of  fixed  weigld  and  finenes.s,  by  jHiblic 
authority,  stamped  with  a sign  to  denote  this,  and 
these  pieces  were  calle<l  etnas. 

The  metals,  however,  so  divided  and  stanqied. 
were  nothing  but  merchaiulize.  They  Inul  merely 
a stamp  and  a new  name.  They  had  no  value 
exeejit  what  they  had  as  mercliandize.  They 
are,  therefore,  valnalilc  things  like  everytliing  else. 
Ilecanse  it  is  with  gold  and  silver  that  we  pur- 
chase things,  men  got  the  notion  that  they  were 
the  only  species  of  wealth,  or  ut  least  the  prin- 
cipal, This  is  an  error;  but  it  is  also  an  error  to 
say  that  they  are  notiiing. 

The  use  of  money  (cliap.  xv.)  as  a mea.^ure 
of  value  has  given  rise  to  the  confusion  about 
value.  If  men  had  ciuitinucd  to  traffic  by  way  of 
biU'tcr,  they  would  have  seen  clearly  that  they 
always  gave  less  and  received  more. 

But  us  soon  as  money  was  introduced,  they 
naturally  thought  that  it  wa.s  an  exchange  of 
equal  values,  because  each  thing  was  valued  at 
the  same  quantity  of  money,  liy  moans  of 
money  the  respective  values  of  quantities  of  corn 
ami  wine  may  be  measured,  and  then  men  see 
nothing  in  their  values  except  the  money,  which 
is  their  measure.  All  other  considerations  are 
lost  sight  of,  and  because  this  quantity  is  the  I 
same,  they  think  that  each  of  the  quantities  is 
equal  in  value. 


N’everthelcss,  although  a man  gives  a quantity 
of  corn,  valued  at  10  ounces  of  silver,  and  receives 
a quantity  <*f  wine  valued  at  the  same,  it  by  no 
means  follows  tliat  tlie  advantage  of  both  parties 
is  etiual.  llecanse,  if  the  corn  is  absolutely 
necessary  to  one.  and  the  wine  is  not  necessary 
to  the  other,  one  has  the  advantage  and  the  other 
not.  The  ( omparative  gains  of  the  parties  are, 
therefore,  to  be  estimated  by  the  intensity  of  their 
relative  wants,  and  not  by  the  absolute  amount  of 
money. 

It  is  the  inequality  of  values,  according  to  the 
wants  and  opinions  of  peojde,  that  gives  rise  to 
and  snpptu'ti  all  commerce.  Because,  by  it,  each 
one  gives  less  and  receives  more. 

Every  ytar  (chap,  xvi.),  at  a fixed  time,  the 
fanners  can  y their  rents  in  a lump  to  the  towns ; 
every  marki't  day  they  sell  some  produce,  and 
thus  bring  back  to  their  village,  in  detail,  the 
sums  they  s-'ut  away  in  gross. 

The  merchant  buys  things  wholesale,  and  soils 
in  detail,  ami  receives  back  the  ju-ice.  Tims, 
contirnial  small  sales  replace  the  sums  spent  in 
purchasing  in  gross;  and  when  this  re])lacement 
is  made,  puj'chases  are  again  made  in  gross,  to  be 
replaced  in  detail.  Money  is,  therefore,  always 
being  scattered,  to  be  again  collected  into  reser- 
voirs, iis  it  were,  from  which  it  is  again  spread  by 
a mnltitude  of  small  canals,  which  bring  it  back 
to  its  first  rijservoirs,  whence  it  is  again  scattered, 
and  to  where  it  again  returns.  This  continual 
movement,  which  collects  it  to  scatter  it,  and 
scatters  it  t<>  collect  it,  is  called  CiRceiiATiox. 

This  drcuhitioii  manifestly  means  an  exchange 
at  each  movement.  If  there  is  no  exchanges  it  is 
not  ciretflfition.  ^lere  transjMU’t  of  money  is  not 
circulation.  In  circulation,  the  money  must,  as 
it  were,  transform  itself  into  sometliing'else. 

Credit,  In -wever,  is  used  to  a great  exteiU  instead 
of  money,  ami  performs  the  same  functions. 

The  men! ion  of  Credit  then  leads  Condillac  to 
ox])lain  tlie  nature  of  the  exchanges  (chaj).  xvii.). 
This  is  very  clearly  done,  but  as  there  is  nothing 
novel  in  it  we  may  ]>ass  it  over.  In  chap,  xviii. 
he  explains  the  nature  of  interest,  and  shows  that 
money  naturally  produces  interest,  which  was  the 
stmiibling-block  of  Aristotle,  and  the  Church  in 
the  middle  ages,  and  was  first  dispelled  by  Calvin. 
(Calvin.)  In  chap.  xix.  he  examines  the  causes 
of  the  ditfennit  values  of  the  precious  metals.  In 
chap.  XX.  he  investigates  what  he  calls  tlie  true 
price  of  things,  and  shews  tliat  it  depends  on  the 
general  competition  in  all  the  dillVrent  markets. 
In  tlie  two  next  chapters  he  treats  of  monopolies 
and  the  circulation  of  corn. 

In  chap,  xxiii.,  Condillac  .says  that  the  ]tredous 
metals  are  tlie  best  fitted  of  any  merchandize  to 
be  a common  measure.  But  from  age  to  age 
they  vary  very  greatly  in  their  quantity,  and 
therefore  tliey  are  unfit  to  he  a permanent 
measure.  Nor  are  they  fit  measures  in  different 
place.s  for  the  same  reason. 

To  Judge  of  one’s  income  simply  by  the  quantity 
of  money  received,  is  erroneous.  One  appears 
richer  in  a town,  and  less  rich  in  the  country 
than  the  lyality.  An  article  is  always  of  the 
.same  value  if  the  jiroportion  of  supply  and  demand 
is  always  the  same.  Ko  other  commodity  pre- 
serves this  relation  so  uniformly  as  corn. " Corn, 
therefore,  has  always  tlie  same  value,  a value 
fixed  and  peauuneiu.  Here  is  a slip  of  Coudillae’s, 
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for  this  is  making  value  absolute,  which  he  has 
liimself  so  strongly  contended  against.  i 

This  fixed  and  permanent  value  can,  hoAvever,  i 
' only  attach  to  corn,  when  tlie  trade  in  it  is  abso- 

lutely free.  If  it  is  oppressed  by  duties,  monopoly, 
and  iirohibitions,  it  can  never  be  at  its  true  value, 
and  if  not,  it  will  perjtetually  vary  in  value. 

Farmers  who  pay  fixed  rents  in  money,  lose 
when  corn  is  very  low,  landlords  lose  when  it  is 
very  high.  It  is  better  for  all  parties,  therefore, 
that  rent  should  be  paid  iu  kind.  This  opinion 
of  Condillac’s  which  is  very  commonly  held,  is 
not,  we  think,  well  founded.  (Rent.) 

\ (Jondillac  then  (ehai>.  xxiv.)  traces  excellently, 

* the  inter-dependence  of  all  classes  upon  each  j 

other,  and  how  order  arises  from  tliis  mutual 
dependence.  If  all  men  had  the  same  wants  and 
tastes,  the  same  arts  and  products  would  be,  every- 
^ where  cultivated.  But  when  new  tastes  and 

wants  are  called  forth,  these  new  demands  give 
rise  to  new  productions,  and  to  new  arts.  Thus 
arises  a great  coimneree  which  enriches  the  State. 

Condillac  then  con.siders  many  questions  rela- 
tive to  cultivation,  and  population,  and  shews  the 
erroneonsness  of  making  the  numbers  of  the 
jtopulation,  a certain  te.st  of  the  prosperity  of  the 
nation,  as  was  commonly  done,  and  as  Adam 
Smith  does.  In  the  two  next  chapters,  he  enters 
into  considerations  about  the  habits  and  manners 
of  the  people,  which  are,  in  our  opinion,  somewhat 
I beyond  the  strict  limits  of  Political  Economy, 

I and  therefore  we  shall  omit  them. 

In  chap,  xxviii , he  discusses  Taxation,  and 
in  this  he  shares  the  views  of  the  Physiocrat es 
more  nearly  than  in  any  other  \)nvi  of  his  doc- 
' trines.  He  says  tliat  tliere  are  only  two  da.sses 
of  citizens,  proprietors,  to  whom  all  the  lands  and 
jirodiictions  belong,  and  tho.-ie  who  having  neither 
lands  or  productions  of  their  own,  live  on  the 
^ rewards  of  their  labor,  or  as  we  may  borrow  the 
French  expression,  the  salaried  classes. 

The  first  class  can  easily  pay,  because  owning 
all  the  productions,  if  it  has  not  all  the  money,  it 
has  more  than  its  equivalent,  and  besides  it  all 
passes  through  their  hands. 

The  second  chuss  of  persou.s  cannot.  It  cannot 
furnish  subsistence  to  those  who  work,  since  it  has  1 
no  ju'oductions  of  its  own.  It  cannot  give  them  | 
money  to  buy  this  subsistence,  because  it  has  no  i 
money  but  what  it  earns.  And  these  wages  re- 
duced to  the  lowest  point  by  competition,  are  only 
enough  to  enable  it  to  subsist  itself. 

The  first  idea  that  would  strike  unprejudiced 
persons  would  be  this, — Are  those  who  have 
nothing  to  contribute  to  the  expenses  of  the  State 
iu  the  same  way  as  those  who  have  something? 
Or  iu  this  way, — Are  those  who  have  nothing  but 
their  brains  and  arms,  to  pay  to  the  State  money 
that  they  have  not  got?  To  tax  the  salaried 
classes,  who  only  earn  just  enough  for  their  own 
^ living,  is  to  ask  them  to  pay  money  that  they 
I have  not  got. 

I 'J’axes  upon  industry  seem  to  us  to  be  reason- 

able and  just,  because  without  ever  really  investi- 
gating the  matter,  we  judge  them  to  be  so,  from 
finding  them  established.  Nevertheless,  tins 
established  order  is  very  frequently  nothing  but  j 
an  abuse.  | 

If  we  go  to  the  merchants,  when  they  have  just  ; 
hatl  a new  lax  laid  on  them,  we  are  not  the  least  , 

J astonislied  that  they  wi^h  to  raise  their  jirices.  I 
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Wcsoc  that  they  are  right,  and  avc  pay  the  price 
they  demand.  We  are,  therefore,  manife.stly. self- 
contradictory. Wc  wish  to  make  the  mercliants 
pay  taxes,  and  tlieii  immediately  to  recoup  them. 
Surely  it  is  much  simpler  to'  tax  ourselves  at 
first ! 

But  the  merchants  and  artisans  grow  rich  f 
There  is  the  source  of  our  prejudices.  Tax  them 
then!  They  will  repay  themselves.  It  is,  there- 
fore, impossible  to  tax  tlicm. 

It  may  be  said  that  owing  to  their  iiecesGity  to 
sell,  they  cannot  always  recoup  themselves  the 
whole  of  the  tax,  and,  therefon*,  tliey  must  pay 
part.  That  is  partly  true.  But  it  is  to  be  ob- 
served that  tliat  i>art  comes  out  of  their  wages, 
andthat diminishestheir consumption.  In  France, 
there  are  b_v  tliis  means,  several  millions  of  citizens 
who  are  obliged  to  retrench  their  consumption. 
Can  the  land,  therefore,  produce  the  same  income 
when  it  sells  fewer  products  to  many  millions  of 
citizens  ? No  matter  whether  the  salaried  classes 
recoup  themselves  the  whole,  or  only  a part  of 
tlie  taxes  levied  on  them,  it  is  proved  that  these 
taxes  must  e(|ually  fall  back  on  the  proprietors. 
The  proprietors  must  pay  for  the  salaried  classes, 
because  they  pay  them.  It  short,  whichever  way 
we  look  at  it,  they  must  pay  all. 

Either  the  country  produces  enough  for  all  its 
citizens,  or  only  a part  of  it.  in  the  lirst  case,  its 
productions  which  form  all  its  wealth,  belong  en- 
tirely and  exclusively  to  tlie  proprietors.  This 
class,  alone,  therefore,  cau  sustain  all  the  public 
expenses. 

In  the  second  case,  the  soil  does  not  product; 
enough  to  support  its  inhabitants.  They  must 
therefore  obtain  what  is  wanted  elsewhere,  whii  li 
can  only  be  done  by  their  industry.  By  the 
products  of  this  they  purchase  what  they  require. 

This  riches,  however,  is  precarious,  and  may 
be  lost ; and  when  it  is  so,  the  population  will 
diminish  proportionably,  until  it  is  no  greater 
Ilian  its  soil  can  support.  While  it  continues, 
however,  a great  part  of  its  wealtli  will  belong  to 
the  merchants,  who  have  acquired  it  by  their 
industry  from  foreign  nations.  Condillac  then 
enters  into  an  argument,  to  prove  that  by  laying 
a tax  on  merchants,  the  proprietors  in  foreign 
countries  are  made  to  contribute  to  the  national 
bimleiis — a doctrine  that  is  clearly  untenable — 
though  it  was  for  long  the  Protectionist  creed  in 
this  country,  when  it  was  asserted  that  by  laying 
on  an  import  duty,  we  were  taxing  the  foreigiiei% 
whereas  it  was  quite  clear  that  it  was  just  the 
reverse.  The  way  to  lax  the  foreigner  is  to  put 
on  an  export  duty. 

Condillac  then  comes  back  to  his  previous  doc- 
trine, ainl  ends  by  saying,  that  all  taxes  on 
industry  are  illusory,  because,  turu  it  how  we 
may,  they  always  fall  back  on  the  proprietors. 
They  necessarily  diminish  consumption,  and  in 
diminishing  consuinptiun,  they  hinder  reiiroduc- 
tion.  They  tend,  therefore,  to  deteriorate  agri- 
culture. 

Such  is  Condillac’s  doctrine.  The  considera- 
tions opened  up  by  it  are  much  too  vast  and 
important  to  be  ih-spatclied  in  a few  sentences ; 
we,  therefore,  say  nothing  about  it  here. — 
(Taxation.) 

Condillac  then  says  (chap,  xxix.)  that  riches 
are  only  multiplied  by  labour.  All  productions 
are  owing  to  the  labour  of  the  Imsbandinau,  and 
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all  the  fonn.'  jriven  to  r:nv  itrotUice  arc  owinj?  to  1 
the  artisan  and  the  artist.  ^loreuvei\tliose  riches  ] 
only  aetinire  a value  by  the  labour  of  the  mer- 
chant, Avlio  transports  tluun  from  where  they  are 
superabundant  to  M'here  tliey  are  wanted.  The 
value  of  tilings  is,  therefore,  jiartly  due  to  the 
labifur  of  merchanls.  Moreover,  all  these 
classes  want  a jirotector  to  preserve  order.  The 
government,  therefore,  combines  with  the  others 
to  increase,  as  well  as  to  iirescrvc  wealth.  The 
nation  is  most  rich  Avhich  gives  occasion  to  the 
greatest  variety  of  labor.  Let  us  guiipose  for  a 
moment,  that  all  the  nations  of  Europe  guided 
tliemselves  by  these  principles,  whicli  perhaps 
they  will  never  understand.  There  would  then 
be  entire  free  trade,  in  Avhidi  they  would  all  tind 
their  advantage.  All  equally  busy,  tliey  would 
feel  their  mutual  want.  Tiiey  wouhl  no  longer 
think  of  depriving  each  other  of  their  manufactures 
and  eoimnerce.  They  would  be  satisfied  each  to 
Work  and  to  have  something  to  exchange.  AVhat  ! 
docs  it  matter  whether  a certain  species  of  cloth 
is  made  in  England  or  in  France,  if  the  English 
are  obliged  to  exchange  their  cloth  for  other  nuiii- 
nfactures  of  France.  Only  let  us  work,  and  we 
shall  have  nothing  to  envy  other  nations.  As 
much  as  we  want  to  work  for  them,  just  so  much 
do  they  want  to  work  for  us.  If  we  want  to  take 
their  works,  they  want  to  take  ours.  We  injure 
them,  they  injure  us.  Absolute  freedom  of  em- 
ployment, then  is  the  true  source  of  wealth. 

Occupied  in  doing  each  other  as  much  injury 
as  jiossible,  each  nation  wishes  to  enjoy  exclusively 
the  advantages  of  commerce,  each  in  the  exchanges 
made,  wishes  to  keep  all  the  profit.  They  do  not 
see  that  by  the  very  nature  of  an  exchange,  there 
is  necessarily  a profit  on  both  sides^  because  each 
side  gives  less  and  receives  more, 

A single  iiersoii  who  does  not  know  the  true 
market  price,  may  be  cheated  in  his  purchases. 
Nations  are  merchants;  it  is  at  home  that  the 
markets  are  held  ; the  price  of  things  is  known  to 
them.  I5y  what  art  then  can  we  force  them  to 
give  us  always  more  for  loss,  in  respect  to  thcra, 
when  we  always  give  them  less  to  rev'eive  more 
in  respect  to  us?  This  art  is  nevertheless  the 
grand  object  of  government.  It  is  the  philoso])hcFs 
stone  which  they  are  searching  for,  and  which 
they  will  assure<lly  never  find. 

But  say  you,  it  is  of  the  greatest  conserpicnce 
to  draw  to  ourselves  as  mucli  gold  and  silver  as 
possible  from  foreign  nations.  We  must,  therefore, 
jirevcnt  them  from  selling  ns  what  tliey  produce 
c»r  iiianufacture,  and  force  them  to  buy  what  we 
l>roduee  or  inanufaeturc. 

You  really  believe  then,  that  a million  of  gold 
and  silver  is  greater  wealth  than  a million  of  other 
lu'oductions  ! Are  you  really  ignorant  that  pro- 
ductions are  the  first  wealth  ? What  will  yon  do 
if  other  nations,  who  reason  as  ill  as  you  do.  wish 
also  to  draw  your  gold  and  silver  to  themselves? 
That  is  what  they  will  try.  Every  nation  will, 
therefore,  try  to  prevent  foreign  merchandise  from 
eoining  to  them.  Ami  if  they  succeed,  it  is  a 
nece>sary  coiisequenee  that  their  own  merchan- 
dise will  not  go  anywhere  else.  For  wishing  to  keep 
each  to  itself,  all  the  profits  of  trading,  they  will 
cease  to  trade  with  one  another,  and  thus  they 

ill  lose  all  profits. 

Such  is  the  etfect  of  prohibitions.  AVho  yet 
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dares  to  be  sure  that  Europe  will  open  its  eyes? 

I wi>h  it  would  ; but  I know  the  force  of  prejudice, 
and  I don’t  oxi»ect  it. 

Ill  sliort,  ■ommerce  is  not  fitr  European  ex- 
change of  AMtrks  in  which  each  nation  finds  a 
profit,  it  is  a state  of  war  in  wiiich  cadi  tries  to 
rob  the  other.  They  think,  as  tliey  did  in  times 
of  barbarism,  that  nations  can  only  grow  rich  by 
robbing  their  neighbours. 

Condillac  then  concludes  the  chapter  by  earnest- 
ly advocating  unbounded  fret-tlom  of  trade. 

The  first  jiart  of  the  work  ctmcludes  with  a 
chapter  giving  a resume  of  the  doctrine  of  the 
w'hole  part. 

Condillac  having  thus,  in  the  first  part,  traced 
the  grand  outlines  of  Economic  Science,  and  shewn 
that  mliver^al  free  trade  is  the  proper  order  of 
things,  in  the  second  part  takes  general  free  trade 
as  the  basi<  of  his  argument,  and  examines  in 
succession  the  mischievous  conseiiuences  pnaluced 
by  all  viohuions  of,  and  attacks  on,  the  principle. 
These  are  wars,  custom-houses,  taxes  on  industry, 
privileged  and  exclusive  companies,  taxes  on  coii- 
sumi)tioii,  trniperings  with  the  eiirreuey,  govern- 
ment Joans,  paper  money,  law’s  about  the  export 
and  import  of  corn,  laws  about  the  intenial 
circulation  of  grain,  tricks  of  monopolists  the 
commercial  jealonsy  of  nations,  commercial  gam- 
hling,  &c.  The  etlects  of  each  of  these  are 
examined  w ith  admirable  skill. 

Such  are  the  first  two  parts  of  this  W'ork.  The 
third,  miforinnately,  was  never  written. 

The  aualv’sis  given  above,  will  give  the  reader 
a notion  of  the  scope  of  this  admirable  work,  and 
its  immense  importance  is  manifest ; for  it  is  the 
true  foundation  of  modern  Political  Ecommi}". 

Coiidillae  expressly  declares  the  true  function 
of  Economic  Science  to  be  the  Science  of  Com- 
merce. And  ill  dealing  with  the  subject,  we  see 
the  immense  superiority  of  a mathematical  and 
metaphysical  mind.  For  he  jilaces  the  source  of 
value  in  the  human  mind,  in  wants  and  ilesires,  or 
in  demand.  And  having  done  so,  he  naturally 
shews  that  all  variations  in  value  depend  on 
variations  in  demand  and  supply.  That  is,  lie 
instinctively,  as  a pliysical  philosopher,  never 
dreams  tha!  there  can  be  more  than  one  general 
fundamental  theory  t>f  value,  lie,  as  every  idiy- 
.sicist  w’ouh!  do,  who  really  paid  attention  to  the 
subject,  Would  have  been  utterly  aghast  at  the 
notion  that  the  science  could  be  baseil  on  six  or 
seven  fundamentally  conliictiiig  theories  of  value, 
as  is  the  fa-hiou  at  the  present  day. 

Tims,  too,  he  strikes  at  the  root  of  many  of  the 
pi’evailing  theories  of  value,  w liieli  are  based  uiion 
labour ; for  he  says  that  jieople  pay  for  things 
because  tlu-y  value  them,  and  tliey  do  not  value 
them  because  they  ]>ay  for  them,  as  is  commonly 
supposed.  This  is  exactly  the  doctrine  of  Dr. 
Wliatel}",  when  he  says  that  people  dive  for  pearls 
because  tiny  fetch  a high  price,  and  they  do  not 
fetch  a high  j)rice  because  people  div'e  for  tliem. 
It  is  the  identical  doctrine  that  we  have  so  often 
maintained  that  it  is  nut  labour  that  is  the  cause 
of  value,  but  value  that  attracts  labour. 

This  is  a complete  revolution  in  Political 
Economy — as  great  as  has  occurred  in  any  of  the 
physical  sciences. 

Comliilar  having  thus  laid  down  the  true  basis 
of  the  science,  first  prod. limed,  as  far  as  w'e  are 
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aware,  the  doelrine  that  in  commerce  both  .sides 
gain.  The  old  doctrine  sanctioned  by  Montaigne, 
Ihicoii,  and  many  others,  w as  that  what  (me  side 
iiaiiis,  ! he  other  loses.  This  jienueious  tolly  was 
the  cause  of  nuiny  blootly  w'ars.  The  Physiocraies 
then  maiiitaiued  tliat  in  exchanges  the  values 
are  equal.  But  Condillac  laid  down  the  true 
doctrine,  tliat  in  coimiieree  both  sides  gain.  And 
he  sliews  truly  that  the  whole  ()f  commercial 
dynamics  arise  fnmi  these  inequalities  of  value. 

’Condillac  has  been  classed  as  a Physio(;rate, 
because  he  says  in  one  ]>lace  that  the  earth  is  the 
source  of  all  wealth.  His  doctrines  also  of  taxa- 
tion agree  with  theirs.  But  with  respect  to  the 
iir.-i  he  is  not  consistent,  because  he  shews  un- 
answerably that  labor  is  productive,  as  w'eli  as 
the  earth.**  This  was  the  same  doctrine  a.s  Smith 
maintained  in  the  irealth  oy  published  in 

the  same  year.  He  has  also  wvll  stated  the  true 
doctrine  of  Circui.vtion.  He  has  treated  the 
subject  in  the  true  scientific  maimer,  as  he  begins 
by  a.ssuming  a state  of  perfectly  free  exchanges, 
ami  considering  tlie  evil  clfccts  produced  by 
various  perturbations. 

It  is  true  that  Condillac’s  wmrk  can  by  no  means 
be  considered  as  a c(unplete  treatise,  because  it 
reipiires  immense  development.  Nevertheless  it 
lavs  dow'ii  the  broad  outlines  of  true  Economies. 
Sniitirs  work  and  Condillac’s  w’ere  jmblished  in 
the  same  year.  Smith’s  attained  universal  celeb- 
rity ill  a very  short  time.  Condillac’s  w’as,  as  tar 
as  we  can  find  out,  quite  neglected.  Nevertheless 
the  whirligig  of  time  is  now*  bringing  about  its 
revenges;  for  all  the  best  European  Economists 
are  now’  gravitating  to  the  opinion  that  Condillac’s 
is  the  true  conception  of  Economic  Science. 
(Economy,  Political).  The  beautiful  cleariiep, 
and  simijlicity,  the  instinct  of  the  true  Physicist 
are  visible  throughout,  and  shine  in  painful  con- 
trast to  the  incredible  confusion  and  self-contra- 
dictions of  Adam  Smith.  At  length  he  w’ill 
receive  justice,  and  after  the  neglect  of  85  years, 
lie  will  emerge  as  the  true  founder  of  modern 
Economic  Scieiiec. 

CONDI-RAGUET,  of  Philadelphia,  Unitc^d 
States,  Cy/(/rge  tf  AJ/aires  at  tlie  Court  of  Brazil. 

A Treatise  on  Banks  and  Circulation. 

CONDORCET,  MARIE  JEAN  ANTOINE 
NICOLAS,  MAR<iuis  i»K,  a distiiigiiislied  mathe- 
mati(*ian,  phihisopher,  and  Leomuiiist,  was  b<u’u 
ar  Rihemoiit,  near  St.  (^leiilin,  in  Picardy,  the 
17th  Sei'lember  1743.  His  father,  the  younger 
brother  of  Caritat,  sueeessively  from  1741,  Pishop 
of  Gap,  Auxerre,  and  Lisieux,  was  a captain 
of  cavalry,  ami  belougetl  to  a familv  of  a high 
rank  in  the  priuciiiality  of  Orange.  The  captain 
died  when  his  son  was  four  years  old,  and  he  was 
then  entirely  under  the  eare  ifi’  his  mother,  a super- 
stitious devotee,  who  tliought  that  the  only  w'ay 
to  preserve  him  fnmi  the  daiiger.s  of  ehiidhood 
was  to  dedicate  him  to  the  Virgin,  ami  elothe  iiim 
in  white.  For  the  next  eight  years  he  was  there- 
fore dressed  as  a girl!  This  of  course  prevented 
him  going  to  sclmol  and  mingling  with  other  boys, 
and  enjoying  tlie  edueatiou  ami  sports  of  a boy. 
He  saw  nobody  at  home  but  Jesuits  and  persons 
imlmed  with  the  highest  notions  of  aristocracy. 
’The  natural  reaction  follow'ed,  and  Coudorcct 
afterwards  became  the  wannest  opponent  of 
[triests  and  aristocracies. 


In  175(3,  at  the  age  of  13,  he  carrieil  ofl’  tlie 
second  prize  at  the  Jesuits'  .school  at  Reims,  and 
in  175S,  he  was  transferred  to  the  College  de 
Navarre  at  Paris,  where  lie  began  his  mathema- 
tical studies,  and  in  leu  month.s  his  progress  was 
so  rapid,  that  three  of  the  m«>?t  eminenl  mathe- 
maticiaus  of  the  day,  Clairaut,  d’Alomhert,  and 
Fontaine,  who  examined  him,  hailed  him  as  a 
future  member  of  the  Academy.  Tliis  decided 
him  to  follow  up  Ids  scientific  bent. 

In  17(1:2,  we  liml  that  he  Wivs  under  the  guardian- 
ship of  the  Due  de  la  Uochefuiicauld,  who  intro- 
duced him  to  the  most  distinguished  society  of 
Paris. 

The  now'  analysis  founded  by  Leibnitz,  was 
no\v  cultivated  with  the  greatest  ardour  by  a 
brilliant  band  of  continental  mathematicians,  and 
Condorcet  flung  himself  into  it  with  zeal. 

In  1764,  he  presented  an  essay  on  the  Integral 
Calculus  to  the  Academy  of  Sciences,  which  was 
received  with  great  favour  and  printed  in  its  trans- 
actions. 

In  1768,  the  Academy  was  willing  to  elect  him 
a member,  but  his  relations  were  Imrrified  at  tiie 
idea  that  mie  of  their  family  should  so  far  fitrget 
w hat  w'as  due  t»>  their  rank,  as  to  devote  Iduiself 
to  science.  But  in  1769,  his  love  for  science  was 
so  strong,  that  they  w<'re  obliged  to  resign  them- 
selves to  their  fate  that  he  should  bcctune  a ]>iiil- 
osoplier  in.>tead  of  a captain  (»f  cavahy,  ami  he 
w’as  elected  a member,  notwiihstaiuling  his  ymith. 

The  doctrines  of  tlie  Economists  were  then 
making  a sensation  in  the  ifiiilosophieal  world. 
Condorcet  soon  became  the  fast  friend  of  Turgot, 
and  resolved  henceforth  to  confine  himself  to 
mathematics  and  Economics.  He  became  an 
ardent  Free  Trader,  and  proclaimed  it  as  one  of 
thefundimental  right.s  of  men  of  w hich  no  law 
could  justly  deprive  them.  He  wrote  strongly 
against  Necker,  who  was  a Protectionist. 

°Oii  the  death  of  Louis  XV.,  Tiirg(d  was  called 
' to  the  ininisirv  in  accordance  with  the  general 
demand  of  th’c  public,  and  he  rewarded  Condorcet 
by  apyiointing  him  inspector  of  the  ^lint.  After 
the  fall  of  Turgot,  of  whom  the  public  was  not 
worthv,  Condorcet  did  not  choose  to  hold  olficc 
under*  Necker,  wlio  was  his  jiersoiial  enemy  in 
consequence  of  his  attacks  on  Ids  doctrine,  and  ho 
resigned.  Condorcet  testified  his  frieiidsliip  for 
Turgot  by  writing  Ids  life  in  1786. 

In  1773,  he  was  elected  perpetual  s('cretarv  of 
the  Academy,  in  cousequem  e of  having  written 
the  I'logesiA  tlie  members  who  had  died  between 
1666  and  1699,  w hen  Foiitenelle’s  eeleiirated  series 
I begins.  Coudorcet’.s  doges  w ore  much  admired,  and 
I he  was  told  that  tiie  public  would  wish  ati  Acade- 
mician to  die  every  week,  in  order  to  have  an 
doge  from  1dm. 

The  Academv  w’as  divided  into  two  parties, 
headrd  by  Bullon  and  d’Alernbm.  In  17tt’2,  there 
was  a vacancy,  and  the  election  ot  a member 
was  one  of  the  great  ifitclied  battles  between  these 
great  rivals.  D’Alembert  started  Condorcet,  and 
Bufi’on  backed  Bailly.  After  a keen  confiiet 
Condorcet  carried  the  election  by  one  vtUe. 
D’Alembert  rushed  about  with  the  greatest  glee, 
saying  that  he  would  .sooner  liavc  beaten  Butlbii 
than  squared  llie  circle. 

Condorcet  was  elected  to  the  Legislative  As- 
sembly and  appoiutetl  its  secretary,  on  the  3rd  of 
October,  1791.  In  February,  179'i,  he  w as  uudo 


r 


53G  CONGREVE. 

lh*csideiit.  In  April  Uc  brouj^lit  forward  an  im- 
[(ortaiit  scheme  for  the  organisation  of  |)ublic 
education,  lie  was  one  of  the  Commissioners 
appointed  to  take  into  consideration  the  weights, 
measures,  and  coinage ; and  on  whose  report  the 
decimal  system  was  introduced  into  France. 

Coiidorcet  was  one  of  the  Girondins.  lie  voted 
for  the  severest  ]>uiiishment  on  Louis  XVI.,  short 
of  death.  Although  a Girondin,  he  resi>ected  the 
integrity  and  public  spirit  of  Robespierre’s  party, 
and  did  all  he  could  to  reconcile  them,  though  un- 
fortunately, without  effect.  On  the  31st  of  May, 
the  blow  was  struck  at  the  party  by  a decree 
ordering  the  arrest  of  29  of  their  numbers.  Con- 
dorcet  issued  an  appeal  to  France,  and  his  con- 
stituents, agaiust  the  act.  But  seeing  that  his 
friends  were  overpowered,  he  retired,  and  con- 
cealed himself  under  the  care  of  a lady.  During 
this  period  of  seclusion,  he  occupied  himself  in 
tracing  the  progress  of  the  hiiinan  race  to  per- 
fectibility. At  length  the  danger  increasing,  and 
the  pursuit  becoming  hotter  every  day,  he  did  not 
choose  any  longer  to  expose  his  generous  hostess 
to  the  danger  of  being  discovered  and  executed. 
He  accordingly,  in  detiance  of  all  remonstrances, 
escaped  from  Paris,  hoping  to  take  refuge  with  a 
friend  in  the  country.  This  friend  however  was, 
unhappily,  not  at  homo,  and  Coiidorcet  wandered 
about  for  two  days  and  nights  in  the  extremest 
distress.  At  length  hunger  drove  him  to  a small 
inn  at  CTamart,  where  he  ordered  an  omelette. 
Being  asked  of  how  many  eggs  he  wanted  it,  he 
replied  a dozen.  Such  an  order  as  this  [iroceeding 
from  an  apparent  working  man,  immediately 
excited  suspicion,  and  a municipal  officer  who 
was  present,  demanded  his  jiapers  and  his  trade. 
Coiidorcet  said  lie  was  a carpenter.  But  he  had 
no  papers,  and  his  hands  belied  liis  asserted  trade. 
He  was  ai  rested  on  suspicion,  and  taken  to  a prison 
at  Bourg-la-Reine,  where  he  was  coiiHned  for  the 
night.  The  next  morning,  the  28th  of  March, 
1794,  when  the  Commissioners  came  to  interrogate 
him,  he  was  found  dead,  having  taken  poison, 
which  he  always  carried  about  him  in  contempla- 
tion of  such  an  emergency. 

Monopole  et  Monopoleur. 

Lettre  dun  labonrenr  de  Picardie  a M,N** 
(Neckerji  auteur  prohihilif  a Paris.  Paris,  1775. 

Reflexions  sar  Vesclaeap^e  des  Negres.  Paris, 
17»1. 

De  rinfluence  de  la  Retolution  de  VAmerique 
sar  I Europe.  Paris,  17s7. 

Sur  V impotprogressif.  Paris,  1792. 

Sur  la  proposition  fraapiitter  la  dette  exigible  en 
assignats.  Paris,  1 7 90. 

Aouvelles  reflexions  sur  h pnrjet  dc  payer  la 
dette  exigible  en  papier  force,  Paris,  1791. 

Diseours  sur  les fluances,  prononce  sar  Vassemhlee 
nativmde.  Paris,  1792. 

lit  flexions  sur  rusnfruit  des  benefices,  Paris, 
1792. 

CONDORCET-O^CONNOR  ARTHUR. 

La  nionopole  cause  dc  tons  Ics  muvx.  Paris, 
1849. 

CONGLETON,  LORD.  N’ec  Parnell, 
CONGREVE,  SIR  WILLIAM,  Bart.,  known 

as  the  inventor  of  the  Congreve  Rocket,  Mas 
born  May  20,  1772.  He  died  May  14tli,  1828. 


CONSIDERATIONS. 

Of  the  impracticahUity  of  the  resumption  of  cash 
payments.  Loudon,  1 sid. 

Principles  upon  which  it  appears  that  a vtore  per- 
feet  system  of  currency  may  be  formed  either  in  the 
precious  or  mat-intrinsic  metals.  London,  1819. 

CONINCK,  FREDERICK  DE,  Member  of  the 
Chamber  of  Commerce  of  Havre. 

litforme  da  tarif  des  douanes.  Paris,  1853,^ 

M.  de  Cuniiick  has  also  done  good  service, 
lately,  by  jniulishing  some  ])amphlets  to  point  out 
the  iiliisorv  nature  of  the  estimates  ot  the  expense 
upon  which  the  Suez  Canal  Bubble  arc  based. 

CONNELLAN,  THADDEUS. 

Easy  Lessons  on  Money  Matters.,  Commerce^ 
Trade.,  R Dublin,  1835. 

CONRINGIUS,  HERMANNUS. 

Dissertationes  de  oirario  et  re  nummarid.  1G71. 

CONSIDERANT,  VICTOR,  born  in  1807,  and 
eilucated  at  llie  Ecole  Polytechniquc.  A member 
of  the  CoHsed  General  of  the  Seine,  of  the  Con- 
stituent Assembly  of  1848,  and  of  Legislative 
Assembly  of  1849.  One  of  the  chief  of  Fourier’s 
j)halansteriaiis,  and  the  editor  of  their  paper  La 
Phalange,  and  of  La  Democracie  Pacifitiue. 
(Socialism.) 

Destine.es  sociales,  exposition  eUmentaire  complete 
de  la  Iheorie  socictaire.  Paris,  1844. 

Theorie  de  reducation  naturelle  et  attrayante. 
Paris,  1845. 

Le  Socialimie  decant  le  vieuxmonde  on  le  vicunt 
decant  les  murts.  Paris,  1849. 

CONSIDERATIONS. 

On  the  Corn  Question.  London,  1813. 

Brief  with  reference  to  the  Corn  Laws,  and  the 
Theory  of  Protection  generally.  London,  1840. 

Candid  and  impartial,  on  the  nature  of  the  Sugar 
Trade,  Loudon,  1703. 

Concerniug  taking  off  the  bounty  on  Corn  ex- 
ported. Loi  I don,  1 7 53. 

On  Public  Credit,  in  a iMter  to  a Member  of 
Parliament,  Loudon,  1724. 

On  2'axes  as  they  are  supposed  to  affect  the  price 
of  labor  in  our  Manufactories.  London,  1705. 

On  the  Coal  Trade.  London,  1748. 

On  the  Corn  Laws,  London,  1791. 

On  the  dearness  of  Corn  and  Procisions,  and  a 
proposal  to  raise  <£2,000,000  per  annum  icithuut 
oppression.  Louden,  1707. 

On  the  effect  of  jmdecfiug  Duties.  Dublin,  1783. 

On  the  ^'ects  which  the  bounties  granted  on  ex- 
ported Corn.  Malt,  and  Flour  have  on  the  manu- 
factures of  the  Kingdom.  London,  1708. 

On  the  Kationul  Debt,  the  Sinking  Fund,  and 
the  state  of  public  Credit.  London,  1729. 

On  the  nature  and  origin  of  Literary  Property. 
Edinburgh,  1707. 

On  the  poor  Lau's.  Loudon,  1817. 

Onthe  present  h igh  prices  of  provisions.  Lon- 
don, 1704. 

On  the  present  scarcity  of  Silver  Coin.  London, 
1759. 

Sur  la  no  lure  et  sur  Ics  effets  des  impots  cn 
France.  Paris,  1831. 

Sur  les  avantages  de  Vexistenve  iTune  dette  pub- 
Uqne,  et  sur  la  necessite  (T nn  plan  general  el  com- 
I plet  de  bonne  conduite  en  France,  Paris,  1800. 
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Sur  les  richesses  et  le  luxe.  Amsterdam.  1787. 

Touching  the  excit.e  of  native  und  foreign  com- 
modities. London,  1 04-4. 

Upon  a reduction  of  the  Laud  lax.  London, 

1 749. 

Further, vpi>n  o reduction  of  the  Land  Tax;  to- 
gether with  a state  of  the  annual  sujipUes  of  the 
Sinking  Fund,  and  of  the  Nutiomd  Debt.  London, 
175i. 

Some,  about  the  most  proper  ivay  of  I'aisiug  money 
in  the  present  conjuncture.  London,  1091. 

Stme,  touching  the  Sugar  Colonies.  London, 
1732. 

Some,  upon  the  state  of  our  public  Debt.  London, 
1729. 

Some,  upon  Trade.  London,  1715. 

Same  general,  concerning  the  alteration  and  im- 
provement of  puhlick  He  venues.  London,  1723. 

Some  general,  on  the  fiuetuation  of  the  public 
Funds.  London,  1701. 

Some  modest  and  sober,  about  Tythes.  London, 
1053. 

CONSILIENCE  OP  INDUCTIONS.  Itluis 
been  universally  observed  in  the  history  ot  every 
great  Inductive  Science,  that  as  soon  as  true 
general  concej>tions  are  obtained,  groups  of  i»heiio- 
mena,  which  have  no  apparent  connection  with 
one  another,  arc  suddenly  discovered  to  ilepeml 
on  the  same  h\w.  Thus,  every  great  science  tends 
toM'ards  uniformity  and  simidicity.  This  is  called 
by  Dr.  AVIicM-ell  by  the  expressive  name  of  the 
Consilience  of  Inductions,  {fsov.  Org.  Renoc. 
p.  88.) 

He  says  that  he  is  not  aM*are  of  any  example  in 
the  whole  history  of  science,  in  which  this  Consi- 
lience of  Inductions  has  given  testimony  in  favour 
of  an  hypothesis  aftei-Manls  discovered  to  be  false. 
That  the  theory  of  universal  gravitation,  and  of 
the  mululatory  theory  of  light,  are  full  of  exam- 
ples of  this  Consilience  of  Jmluctums. 

Now  this  is  so  sure  a mark  of  the  certain  pro- 
gress of  science,  that  if  it  be  Manting,  m’o  may 
certainly  conclude  that  it  is  not  in  a sound  and 
progressive  state. 

According  to  the  systems  of  Political  Economy 
hitherto  prevalent,  there  never  has  been  the 
faintest  trace  of  such  a Consilience  of  Inductions. 
Nay,  it  never  seems  to  have  occurred  to  any  one 
that  it  M as  either  necessary  or  i)ossible  to  arrive 
at  any  single  general  theory  in  Political  Economy. 
On  the  contrary,  so  utterly  wanting  has  anything 
like  an  inductive  spirit  been  among  Economists, 
that  it  is  the  usual  practice  to  devise  a diotiuct 
theory  for  each  separate  class  of  cases. 

It  Mill  uevenheless  be  found  that  as  soon  as 
the  true  concei>tiou  of  Political  Economy  is 
grasjied,  and  true  general  laws  are  discovered  by 
genuine  induction,  that  the  very  same  results  M ill 
be  observed  as  have  occurred  in  every  other 
Inductive  Science.  Phenomena  m hich  M ere  appa- 
rently uncoimeeted,  Mill  at  once  be  seen  to  be 
merely  exempliticatioiis  of  one  general  hnv. 

Many  examples  might  be  cited;  mc  M ill,  hoM'- 
ever,  only  give  one.  Thus,  it  is  universally 
observed,  that  small  farms  let  at  a higher  coin- 
]):irative  rate  than  large  ones;  small  houses  let 
for  a comparatively  higher  rent  than  large  oiics ; 
if  the  sliares  of  a publh*  company  be  divided  into 
Miiall  amounts,  they  m ill  bear  a higher  price  than 
if  they  be  large.  Nom',  all  these  results  Mhich 
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are  known  by  experience  to  be  true,  arise  from 
the  general  hnv  of  supply  ami  demand ; beeause 
there  are  many  more  persons,  cuinparatively 
speaking,  m Iio  can  afford  to  buy  small  parcels  than 
large  ones  ; and  thi-refore  tliere  is,  comparatively 
speaking,  a grealer  comiietition  for  small  than 
large  ones. 

Tlie  same  rule  holds  good  mUIi  diamonds. 
Tlierc  is  a rule  regarding  the  value  of  diamonds, 
that  they  increase  in  price  in  a rapid  ratio  emu- 
pared  M'ith  the  weight.  This  rule  is  found  to  liold 
good  fur  moderate  sizes,  but  as  soon  as  diamonds 
become  very  large,  this  rule  fails.  Very  large  dia- 
monds have  not  nearly  the  value  they  ought  to  have 
according  to  the  theoretic  rule.  And  the  reason 

is,  simply,  that  m Iicu  they  become  extraordinarily 
larg(‘,  the  comi)etitors  to  buy  them  dM-indle  away 
to  sueh  a small  number,  that  there  is  compara- 
tively less  demand  for  them. 

The  very  same  rule  holds  good  M'ith  the  relative 
values  of  gold  and  silver.  Ricardo  Ims  brought 
forM'urd  as  an  example  of  his  doetriuc,  that  cost 
of  production  regulates  value,  the  relative  value 
of  gold  ami  silver.  “Gold  and  silver,”  he  says, 
(p.  421,  3rd.  edit.)  “like  all  otiicr  commodities, 
are  valuable  only  in  ])roportum  to  the  t|uantity  of 
labor  necessiiry  to  jiroduce  them,  and  bring  them 
to  market.  Gold  is  about  15  times  dearer  than 
silver,  not  beeause  there  is  a gri'uter  demand  for 

it,  nor  because  the  su]t]>ly  of  silver  is  15  times 
greater  than  that  of  gold,  hut  solely  because  15  times 
the  quantity  of  labor  is  necessary  to  produce  a given 
quantitif  of  it''  Such  an  assertion,  that  it  takes 
15  times  the  fpiantily  oflabm-  to  produce  a certain 
(piaiitity  of  gold,  that  it  docs  to  prodmv  an  equal 
(piantUy  of  silver,  is  one  of  those  assertion.^,  M hich, 
being  contrary  to  a kiioMU  truth,  is  one  of  those 
tests  M'hich  lU'oves  the  fallacy  of  the  M'hole  nf 
Ricardo’s  argument.  Adam  Sinitli  says  very 
justly,  (Boitk  L clnip.  xi.) — “ Silver  is  very  seldom 
ibinid  virgin,  but  like  most  other  metals,  is 
generally  mineralized  M'ith  some  other  boily,  from 
M'hieh  it  is  impossible  to  separate  it  in  such 
quantities  as  will  pay  for  the  ex|>eiise,  but  by  a 
very  laborious  aud  tedious  operation,  M'hieh  ean- 
not  well  be  carried  on  but  iu  Miu'khouses  erected 
for  the  I'urpose.  Gold,  on  the  contrary,  is  almost 
ahvays  found  virgin.  It  is  sometimes  found  in 
pieces  of  some  bulk,  aud  even  M'heii  mixed  in 
small  and  almost  insensible  particles  M'ith  sand, 
earth,  and  other  extraneous  bodies,  it  can  be 
separated  from  them  by  a very  short  ami  simple 
operation,  m hicli  can  be  carried  on  in  any  private 
house  by  any  body  M'ho  is  possessed  of  a .small 
quantity  of  mercury.  ” Smith  has  omitted  here 
to  mention  the  gohl  found  in  rocks,  Mliich  re- 
quires more  expensive  and  troublesome  processes 
to  extract,  than  he  contemplates.  But  it  is  quite 
certain  that  even  then,  the  process  is  the  siiiqilest 
that  i>  required  in  the  Morking  of  any  metal.  It 
M'ould  be  I'ar  more  expensive  to  produce  an  equal 
quantity  of  iron  than  gold.  Moreover,  Ricardo  is 
ill  error  in  saying  that  the  sujtply  of  silver  is  not 
15  times  as  large  as  tiiat  of  gold.  The  best 
authorities  declare  that  the  supply  of  silver  is 
from  40  to  45  times  as  large  as  that  of  gold.  But 
Mliile  its  (piautity  isnot  k\N>lhaii40  to  I,  its  value 
is  about  1 to  15  to  that  of  gold.  Hom*  i^  this  dif- 
ference to  be  accounted  for:'  The  least  retlceUoii 
M ill  shew  that  it  is  simply  an  exanqde  of  the  laM 
of  supply  and  demand,  m here  llie  value  of  small 
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Y irocls  is  comparatively  tlian  that  of  lar^rc 

0 ICS.  Silver  is,  conii)aralively  spoakinfi,  in  much 
j;  -eater  tlemaiul  than  gohl.  There  are  few  persons 

1 easy  eircunwtauces  wlio  do  not  possess  more  or 
1 ss  of  solid  silver  plate.  But  such  a thing  as 
•fi  ihl  jdate  scarcely  exists.  What  is  called  gold 
] ate  i*;  only  silver  gilt.  Solid  gohl  is  only  used 
t r such  jmrposes  as  watch  cases,  or  trinkets,  such 
?'  chains,  ]tciicil  cases,  brooches,  &c.  Silver, 
t lerefore,  is  in  far  greater  demand  for  commercial 
T urposes  than  gold  is,  and  it  is  tliis  Avhich  raises 
i s value  to  a higher  proportion  in  comparison  to 

Y »Id,  than  iniglit  be  expected  from  their  compara- 
t ve  quantities.  It  might  no  doubt  be  said,  that 
i is  its  very  cheapness  in  comparisou  to  gold  that 
) takes  it  move  sought  after,  and  the  excessive 
i harness  of  gold  that  prevents  it  being  used  as 
c itciisively  as  silver,  which  is  to  a certain  extent 
t no.  But  the  very  cheapness  of  silver  causes  a 
1 inch  greater  number  of  perstms  to  be  able  to 
: ilbnl  to  have  it  than  gold,  anti  consctiucntly  the 
i iteiisity  of  the  demand  for  silver  ctunpared  to 
t le  supply,  is  much  greater  than  the  intensity  of 
t le  demami  for  gold  comj)aretl  to  the  supjily,  and 
t lis  has  a similar  eftect,  as  in  the  other  cases,  of 
1 iising  the  value  of  the  smaller  article  to  a much 
j.  -eater  comparative  rate  tliau  that  of  the  larger 
t le. 

This  example,  too,  has  the  further  advantage  of 
1 reakiiig  down  the  false  distinction  erected  by 
1 icardo  in  treating  different  cases  itf  values,  which 
i utterly  subversive  of  the  fundamental  principles 
( ■ IndiU'tive  Philosophy,  (Continuity,  L\w  of,) 
t lid  bringing  all  cases  of  value  muler  one  general 
t leory. 

The  process  of  creating  the  science  of  Political 
1 Economy  on  the  true  principles  of  Inductive 

cieiice,  furnishes  many  other  examples  of  a 
i-  milar  iiatmv,  but  this  will  suffice  for  the  present, 
t le  fact  is,  that  like  the  law  of  gravitation  iu 
t -itronomy,  the  undulatory  theory  in  optics,  the 
r pplicatioii  of  the  law  of  supidy  and  demand  to 
1 olitical  Ea>ii  .»my  is  a suecossiou  of  felicities. 

CONSILIENCE  OF  REPUTATIONS,  In 

1 le  preceding  nrtide  we  liave  stated  that  Dr. 

’ Vliewrll  has  given  the  ajit  name  of  Cousiliencf'  of 
. nfhictions  to  the  well-ascertained  fact  iu  the  pro- 
I ress  of  all  true  Inductive  Sciences,  that  different 
I lasses  of  phenomena  arc  reduced  to  the  same 
jt'iicral  princiiilc,  thereby  affording  never-failing 
( vidcuce  of  its  truth.  Now,  correlative  to  this, 
T 'e  may  have  what  we  may  call,  in  imitation  of 
Dr.  \Vhewell,  a CiUisUrrmui  of  UifaiKtions ; that 
i where  different  clas-^es  of  fallacies,  apj)arently 
i -mote  and  unconnected  with  eacli  other,  spring 
1 om  the  same  false  ]>rinciple.  If  the  eminent 
1 istoriau  of  the  Inductive  Sciences  would  think  it 
' orth  bis  trouble,  we  doubt  not  that  he  might 
I inii>h  examples  of  tliN  second  itriiiciple,  as 
i istnictive  and  conclusive  as  of  the  tirst.  At  any 
3 ate,  as  Ptilitical  Economy  abounds  witfi  examples 
« f the  Coufiilicitce  of  Iwhtvtiofu<^  it  also  [U‘esents 
, biiiularit  cxanqdes  of  the  Cou.'iiUeuce  of  Refuta^ 
, We  will  only  give  one  here.  There  are  two 

• rroiieous  currency  doctrines,  apj)arently  of  the 

lost  oiiiiosite  descriiition,  yet  they  both  proceed 

: rom  the  same  fumlameiital  error.  The  one  is 

• . hat  is  called  the  currency  principle,  which  is  so 

trongly  suj)]un-ted  by  Lord  Overstone  and  Ids 

ect.  It  is  this,  that  when  a paper  currency  be 


permitted  to  bo  issued,  it  should  only  be  exactly 
equal  to  the  com  it  displaces.  The  other  is  Law’s 
Theory  of  Paper  Curroucy,  which  maintains  tliat  as 
gold  is  made  the  basis  of  paper  cniToncy,  so  also 
any  other  article  of  value,  such  as  land,  &c.,  may 
be  turned  into  money  to  tlie  amount  of  its  value, 
in  a similar  way.  Now,  both  these  errors,  which 
are  manifestly  exactly  opposite  to  each  other, 
s])iing  from  tin  same  fundamental  error  respecting 
the  nninre  of  credit.  They  both  suppose  that 
jtaper  credit  represents  money.  The  one  party 
says  that  it  ought  strietly  to  be  confined  to  the 
money  it  displaces ; the  other  says,  ajiply  the 
same  principle,  and  turn  all  the  valuable  property 
in  the  kingdom  into  pai»er  currency. 

Now  these  spring  from  a fundamental  miscon- 
ception of  the  nature  of  credit.  Credit,  as  we 
have  fully  explaiiieil  under  Credit  and  Cur- 
rency, does  not  represent  money,  but  is  a snhsti- 
fnte  for  money,  and  is  independent  excliangeable 
property  itself;  and  it  is  not  founded  on  the 
quantity  of  money,  but  on  the  number  of  transfers 
of  money.  Now,  these  opposite  doetrines  being 
both  founded  on  complete  ignorance  of  the  nature 
of  the  subject,  have  jiroduced  great  mischief  in 
practice.  Lav  ’s  Theory  of  Money  having  been 
repeatedly  trh*d,  has  jiroduced  great  linancial 
catastrojihes,  which  are  fully  detailed  iu  this 
work,  Tlie  attempt  to  enforee  the  other  doctrine 
of  tlie  currency  iirineiplc,  would  also  have  ])roduced 
wide-spread  disaster  and  ruin  if  it  had  been  per- 
severed in;  but  in  the  two  crises  of  1847  and 
18o7,  the  miui-itry  did  not  dare  to  maintain  the 
Bank  Act,  ami  resorted  to  the  dangerous  ])recc- 
dentof  authori/.iiigthoBank  of  England  to  violate 
the  law,  rather  than  bring  down  the  tremendous 
ruin  that  would  have  ensued  if  it  had  not  been 
relaxed.  (Crisis,  Commercial;  Currency 
Principle.) 
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CONSUMPTION.  AH  Economists  use  the 
word  Consumption  as  tlie  correlative  of  Produc- 
tion, whatever  that  may  mean.  Unfortunately, 
however,  no  Economist  has  scientifically  investi- 
gated the  meiiiiing  of  the  word  Production,  and 
consequently  tlie  economic  meaning  of  Consump- 
tion is  still  in  an  etpially  unsettled  state. 

Tile  words  Production  ami  Consumption  arc 
two  of  the  leading  fundamental  terms  in  Eco- 
nomic Science,  and  they  are  so  intimately  related 
to  one  another,  that  it  would  have  been  very 
convenient  to  have  considered  them  together.  As 
the  arrangeiiK'iit  of  this  Avork,  IniAvever,  does  not 
])ei‘mit  that,  aa  e must  simjily  refer  to  the  article 
Production,  in  Avhich  the  Economic  mcauiug  of 
that  term  is  fully  iiiA'estigated. 

AVe  shall,  in  the  folloAving  remarks,  lay  before 
our  readers  Avlat  some  of  the  principal  Avriters  on 
the  subject  have  said  abimt  Consumption,  and  the 
different  meanings  that  Iuia  c been  attributed  to  it, 
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and  Ave  shall  then  endea\’our  to  eliminate  all 
accidental  ideas  from  the  term,  by  the  usual 
uielhuds  of  Inductive  Logic,  and  reduce  it  totliat 
extreme  degree  of  generality  to  Avhicli  avc  Iuiax* 
said  that  all  the  fundamental  conceptions  of  every 
science  must  be  brougiit,  before  they  can  be 
ae.ce|)ted  as  fitted  to  form  the  basis  ot  a science — 
namely,  that  iu  Avhich  they  shall  contain  but  one 
fundamental  idea.  Ami  Avhat  this  single  funda- 
mental idea  is,  can  only  bo  determined  by  keeping 
steadily  in  view  the  nature  ami  the  limits  of  the 
science. 

It  Avill  not  be  necessary  to  go  to  any  author 
I before  Adam  Smith  ; we  shall  therefore  lay  before 

f onr  readers  a fcAv  passages  from  the  Wealth  af 

Nations^  and  endeavour,  if  possible,  to  discoA'er 
Avhat  Smith  meant  by  Consumer  Consumption. 
The  first  sentences  of  the  Introduction  to  the 
I Avork  are  as  fnlloAvs  : — 

‘‘Tiie  amuial  labour  of  e\^ery  nation  is  the  fund 
Avhieh  originally  supplies  it  Avilh  all  the  necessa- 
ries and  conveniences  of  life  Avliich  it  amiiially 
consumes.,  and  Avliich  consist  ahvays  either  in  the 
immediate  jirodnce  of  that  labour,  or  in  Avlial 
is  imrchased  Avith  that  produce  from  other 
nations.” 

“ According,  therefore,  as  this  produce,  or  Avhat 
is  purchased  Avith  it,  bears  a gi*eater  or  smaller 
proportion  to  the  number  of  those  avIio  are  to  con- 
sume it,  the  nation  Avill  be  better  or  worse  siqiplied 
AV’itli  all  the  necessaries  and  conveniences  for 
which  it  has  occasion.” 

In  Book  IL,  chap,  i.,  he  says,  that  Avhen  a man 
pos.sesses  sullicieut  .stock  to  maintain  him  for 
mouths,  or  years,  he  “ naturally  endeavours  to 
I derive  a revemie  from  the  greater  part  of  it, 

[ reserving  only  so  mucli  for  liis  immediate  con- 

sumption as  may  maintain  him  till  this  re\'euue 
begins  to  come  in.” 

k lie  also  says,  iu  the  same  chajiter,  that  in  float- 

ing capital  is  to  be  classed  “ money  by  means  of 
Avhich  all  the  other  three  are  circulated  and  dis- 
tributed to  their  pixqier  consumers.'' 

In  chap.  ii.  of  tlie  same  Book,  he  says  : — 

“ Though  the  Aveekly  or  yearly  revenue  of  all 
the  different  inhabitants  of  any  counti-y  in  the 
same  manner  may  be,  ami  in  reality  frequently  is, 
jiaid  to  them  iu  niuiiey,  their  real  riches,  hoAve\'or, 
tlie  real  Avcekly  or  yearly  rcA'emie  of  all  of  them 
taken  together,  must  ahvays  be  great  or  small  in 
proiiortiim  to  the  (juantity  of  consumable  goods 
Avhich  they  can  all  of  them  purchase  Avith  this 
money.  The  Avhole  revenue  of  all  of  them  taken 
together  is  evidently  not  equal  to  both  tlie  money 
and  the  consumable  goods  ,*  but  only  to  one  or 
other  of  those  tAvo  values,  and  to  the  latter  more 
pntjierly  than  to  the  former.” 

“Though  Ave  frequeutl}*,  tlierefore,  express  a 
jtcrson’s  rcA'cnue  by  the  metal  pieces  Avhich  are 
annually  paid  to  him,  it  is  because  tlie  amount  of 
I those  pieces  regulates  the  extent  of  his  poAver  of 

I purchasing,  or  the  value  of  the  goods  Avhich  he 

I can  ammatly  afford  io  consume.  AVe  still  consider 

his  revenue  as  emisisting  in  this  pOAver  of  pur- 
chasing or  consuming,  and  not  in  the  pieces  which 
convey  it." 

And  farther  on  in  the  same  chapter,  after 
shcAving  that  the  use  of  money  is  to  circulate  and 
distribute  these  consumable  goods  to  their  proper 
oAvners,  speaking  of  a banker’s  notes,  he  says  that 
— “Tiie  same  exchanges  may  be  made,  tlie  same 

1 


quantity  of  consumable  goods  may  be  circulated 
and  distributed  to  their  proper  consumers,  by 
means  of  his  ]iromissury  notes  to  the  value  of 
T 100,000,  as  by  an  equal  value  of  gold  and  >ilver.” 

1 here  evidently  shcAving  that  credit  performs  ex- 
actly the  same  functions  as  money  in  circulating 
I goods.  And  there  are  abundance  of  ]>assages 
Avliich  may  be  quoted  from  Smith,  to  sIipav  that 
he  ahvays  considers  instnuneiits  of  credit  i»f  all 
sorts  as  performing  the  A'cry  .same  functions  that 
money  does.  (Credit.) 

Again  he  says,  in  the  same  chapter — 

“ The  circulation  of  every  country  may  bo  con- 
sidered as  diA'ided  into  tAVo  difiereiit  branches: 
the  eircniation  of  the  dealers  Avith  one  another, 
and  the  circulation  betAveeu  the  dealers  and  the 
consumers.  Though  the  same  pieces  of  money, 
Avliether  paper  or  metal,  may  be  employed,  some- 
times in  the  one  circulation,  and  sometimes  in  liic 
other,  yet  as  both  are  constantly  going  on  at  the 
same  time,  each  requires  a certain  stock  o!  money 
of  one  kind  or  another,  to  carry  it  on.  '1  he  A ahic 
of  the  goods  circulated  betAveeii  the  ditleroiit 
dealers,  never  can  exceed  the  value  of  those  cir- 
culated beiAveen  the  th'ulers  ami  i\\^  consumers ; 
Avhatever  is  bought  by  the  dealers,  being  ulti- 
mately destined  to  be  sold  to  the  cousnmers.  The 
circulation  betAA’een  the  dealers  as  it  is  carried  on 
by  Avhoiesale,  rciinires  generally  a pretty  large 
sum  for  CA'ery  jjarlicular  transaction.  That  be- 
tween the  dealers  and  the  consumers.,  on  the  con- 
trary, as  it  is  generally  carried  on  by  retail, 
frequently  requires  but  very  small  ones,  a shilling 
or  even  a halfpenny  being  often  sufficient.  But 
small  sums  circulate  much  fiL>ler  than  large  ones. 
A shilling  ciianges  masters  more  frequently  than 
a guinea,  and  a halfpenny  more  frequently  tlian  a 
shilling.  Though  the  annual  purchases  of  all  the 
consumers,  therefore,  are  at  least  e<pial  in  value  to 
those  of  all  the  dealers,  they  can  generally  be 
transacted  Avith  a much  smaller  quantity  of  mimoy, 
the  same  jneces,  by  a more  rapid  circulation, 
serving  as  tlie  instrument  of  many  more  purchases 
of  the  one  kind  than  of  tlie  other. 

“ Paper-money  may  be  so  regulated  as  either  to 
confine  itself  very  much  to  the  circulation  be- 
tAA'cen  the  different  dealers,  or  to  extend  itselt 
likcAvise  to  a great  part  of  that  between  the 
dealers  and  the  consumers.  AA^liere  no  bank  notes 
are  circulated  under  ten  pounds  in  value,  as  iu 
London,  paper-money  confines  itself  very  much 
to  the  circulaliou  between  the  dealers.  AA'hen  a 
; ten  pound  bank  in»te  comes  into  the  hands  of  a 
consumer,  he  is  generally  obliged  to  change  it  at 
the  first  shop  Avliere  he  has  occasion  to  purcliasc 
live  shillings’  Avorth  of  goods,  so  that  it  often 
returns  into  the  hands  of  a dealer  before  the 
consumer  has  spent  the  fortieth  part  of  the  money. 
A\  hen  bank  notes  are  issued  for  so  small  sums  as 
I tAveiity  shillings,  as  iu  Scotland,  jiapcr money 
I extends  itself  to  a considerable  ]uirt  of  the 
circulation  betAveen  dealers  and  consumers." 
Again,  in  Book  A'.,  c.  iL,  in  speaking  of  taxes 
! on  eoiiimodities,  he  says, — Cou.snuotble  commo- 
dities, Avhether  necessaries  or  luxuries,  may  be 
taxed  iu  tAvo  dilferent  AAays:  the  consumer  may 
either  pay  an  annual  sum  as  on  aeeoiint  of  his 
* using,  ov  consuming,  goods  of  a Certain  kind:  or 
! the  goods  may  be  taxed  Avhile  they  remain  in  the 
: haiuls  of  the  dealer,  and  before  they  are  delivered 
I to  the  consumer.  The  con.mmahle  goods  wliieli 
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t a considcrnMc  time  before  thev  are  conmmed 
n^ctlier^  are  mojit  ])roju*i*ly  taxed  in  one  way  : 
’se  of  which  tlie  cnmumption  is  either  iinme- 
ite  or  more  speedy  in  the  other.” 

So  ajiain,  in  tlie  same  chapter,  he  says, — “The 
ties  n]ion  foreign  luxuries  imported  for  home 
nsiiwptiorf^  thuu;;li  they  sometimes  fall  upon 
e pour,  fall  principally  upon  people  of  mhklliug, 
mure  than  middling,  fortune." 

Now  the  question  is  this — In  these  passages 
•it  cited,  what  is  tlie  meaning  of  these 
rsterious  words  Conuvnwr  and  Consumption  f 
.u  any  human  being  divine  what  Smith  means 
vtHisumahle  gomh-^  From  many  of  the  pas- 
ses cited  he  evidently  means  destructible  goods, 
that  ids  meaning?  Most  goods,  we  imagine, 
callable  of  being  destroyed.  lint  do  persons 
va\'s  buy  goods  to  (Jcstroif  them  ? Is  the  coii- 
mer  of  goods  the  destroyer  of  them?  It  is 
le  that  some  go<»ds  are  bought  for  the  purpose 
being  destroyed,  sucli  as  food  of  all  sorts, 
miles,  oil,  fireworks,  and  many  other  things,  in 
dch  destruction  is  necessary  to  their  use,  and 
.‘V  are  onlv  useful  bv  being  destroyed.  In 
ler  gootls,  again,  destruction  is  incidental  to 
•ir  iis( — such  as  clothes,  houses,  some  species 
fnndturc,  utensils,  carriages,  watches,  &c. 
>w  these  are  not  bought  for  the  purpose  of 
iiig  destroyed,  though  tliat  invariably  accoin- 
nies  their  use.  Put  there  are  many  things 
lich  are  not  bought  for  the  purpo^^e  of 
iiig  destroyed,  nor  is  destruction  incidental 
their  nse.  Thus,  for  instance,  if  a man 
ys  statues  with  Ids  income  to  gratify  his  tastes, 
cs  he  mean  to  dvstron  them  ? or  is  destruction 
•idenfnl  to  their  use?  Certainly  not.  If  a 
.tue  be  preserved  from  the  weiithcr,  there  is  no 
dr  to  its  duration.  It  will  last  as  long  as  the 
)ild.  'I’lie  same  may  be  .said  of  many  other 
Mgs,  such  as  pnrcelaiii.  triidvcts,  precious  .stones, 
d many  articles  of  furniture. 

Now  the  sculi>tMrs,  goldsmiths,  &c.,  who  make 
d sell  these  statues,  trinkets,  ike.,  are  certainly 
*ir  pri)ducers^  and  therefore  M'e  should  naturally 
1 the  purchasers  the  consumers,  and,  in  fact, 
dth,  in  some  of  the  above  passages,  evidently 
‘S  the  word  vonsumrrs  as  synonymous  >vith 
rcluiM*rs.  Is  then  the  purchaser  of  an  article 
be  con>idercd  as  the  consumer^  if  lie  does  not 
<ti‘oy  it?  We  do  nut  think  that  Smith’s  work 
•idslics  any  hnswer  to  this  question  ; or  is  the 
'i  d consumers  to  be  confined  to  the  purchasers 
desiructiblc  articles?  Arc  then  tln^  pur- 
L*icrs  of  iiidestruetilile  articles  not  consumers? 
tlie  makers  and  sellers  of  all  articles,  dc- 
uctiblc  and  indestructible  are  producers^  sure!}’’ 

* purchasers  of  these  same  articles  must  be  all 
■hsumrrs^  since  it  is  agreed  that  consumption  is 

* end  of  all  ju-odiietion. 

Smith’s  work,  aceurding  to  the  introduction, 
ly  treats  of  Froductioii  and  Distribution,  wliat- 
er  they  may  mean,  and  there  is  no  part  of  it 
licli  expressly  treats  ot  consumption.  Put 
P.  Say  delines  Political  Eccmoniy  to  be  the 
ieiice  which  treats  of  tlie  Production^  Distrihu- 
n,  and  Consumption  of  lO^/Z/A,  ami  it  is  divided 
o books  treating  of  these  respective  subjects. 
)W  by  production  he  means  the  creation  of 
line  (1*koduction),  and  by  Consumption  he 
alls  the  destruetion  of  value.  Thus,  in  the 
•iitome  at  the  end  of  his  Traiti'  rT Economie 


Politique^  Xi.  572,  he  gives  these  definitions: — 

“ CoNsoMMAT  KVR.  C’cst  cclui  qiii  detruit  la 
valeur  d'un  prtduit^  soit  pour  en  produire  uu 
autre,  soit  pour  satisfaire  ses  gouts  ou  ses  besoius. 

“ CnxsoMMAiiox  ; Cossommer.  Coiisommer, 
e’est  detruire  la  valeur  d’une  chose,  ou  line  por- 
tion do  cette  valeur,  eu  detruisaiit  rvtilite  qu’elle 
avait,  ou  seulemciit  line  portion  de  cette  utilite. 

“On  ne  sanrait  consoinmer  uue  valeur  qui  iie 
sanrait  etre  deti  iiite.  Ainsi,  Ton  pent  consoinmer 
le  service  d’une  industries  et  non  pas  la  faculte 
indnstrielle  qui  a remlu  ce  Kcrvice  ; le  service 
d’un  terrain,  mais  non  le  terrain  lui-meme. 

“ Une  valeur  ne  pent  etre  consommec  deux 
fois;  car  dire  qii’elle  est  eoiisoininee,  e’est  dire 
qu'elle  n’existe  plus. 

“Tout  ce  qui  se  prodtiit  se  consomme;  par 
conse(|Ucnt  tonto  valeur  ercee  est  detruite,  et  u’a 
ote  creeequG  pour  etred  etruitc.  Comment  des- 
lors  se  font  les  accumulations  de  valeurs  dont  su 
composeut  les  vapitauxf  Elies  se  font  par  la 
reprodnetion  sous  une  autre  forme,  de  la  valeur 
consommee;  tellement  que  la  valeur  capitale  se 
perputue  en  cliangeant  de  forme." 

This  doctrine  "of  consumption,  meaning  de- 
struction, has  been  so  widely  received  among 
Economists,  thai  we  must  give  some  further  ex- 
tracts from  Say  to  make  our  readers  fully  ac- 
([uainted  with  Ids  doctrine.  The  third  book  of 
his  Traite  treats  of  the  Consumption  of  Wealth, 
and  he  says: — 

“ La  production  ne  pouvait  s’operer  sans  con- 
sommation,  j'ai  (Ih,  des  le  premier  Livre,  dire  le 
sens  qu'il  fallait  attacher  au  mot  consommer. 

“ Le  lecteur  a du  comprendre,  des-lors,  que,  dc 
meme  que  la  production  n’est  pas  une  creation 
de  matiere,  mais  un  creation  d’utilite,  ia  consoiii- 
ination  ii’est  pas  une  destruction  de  matiere,  mais 
line  destruction  tf  utilite.  L'utilite  d’une  chose  une 
foi  detruite,  le  premier  foiidement  de  sa  valeur 
ce  qui  la  fait  recherclier,  ce  qui  on  etablit  la 
demandcs  est  detruit.  Des-lor.s  elle  ne  renferme 
plusde  valeur;  ce|ii’cst  plusuiie  portion  de  richesse. 

“Ainsi,  consommers  detruire  Vntdite  des  ckoses 
aneontir  lenr  vaieurs  sont  des  expressions  dont  le 
sens  est  absolument  Ic  meme,  et  correspond  a ccliii 
des  mots,  prodmres  donner  de  Vutilites  creer  de  la 
valeurs  dont  la  signification  est  egalemeiit  pareille. 

“Touteconsoiiimation,  ctaut  une  destruction  de 
valeur,  ne  se  mesnre  pas  scion  le  volume,  le 
nombre  uu  le  p(-is  des  produits  consommes  mais 
scion  lenr  valour.  Une  grand  coiismnmation  est 
celle  (pii  detruit  une  grand  valeur,  sous  quelque 
forme  que  cette  valeur  se  mauifeste. 

“Tout  produitest  su.sceptible d’etre  consomme  ; 
car  si  une  valeur  a pu  etre  ajoutee  a une  chose, 
elle  pent  en  etn-  retraiichee  ]);ir  Tusage  qu’  un  eu 
fait,  ou  par  Unit  autre  accident.  * * * 

“Tout  ce  qui  est  produit  est  tot  ou  tard  con- 
somme. Les  produits  ii'ont  uicune  etc  produits 
que  jjour  etre  consommes.'’ 

Now,  with  respect  to  this  doctrine,  we  ask — 
Are  statues  and  otlier  gold  ornaiueuts  produced 
for  the  ]uirpose  of  being  destroyed?  And  the 
work  of  the  sculptor  produces  a value,  acconliiig 
to  Say.  This  case,  as  well  as  numerous  others 
tliat  might  be  cited,  at  once  proves  the  fallacy  of 
Say's  doctrine.  There  are  many  works  of  value 
produced  without  the  smallest  iiiteutiou  of  their 
being  tlestro}'ed,  and  which  have  no  principle  of 
decay  in  them  whatever.  Was  the  Eritaiiiiia 
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Bridge  produced  for  the  purpose  of  being  des- 
troyed ? 

It  is  quite  clear  from  these  examples  that  we 
must  searcli  for  some  i<lca  of  consum|itioii  far 
more  general  tiian  tliat  of  dcstniction. 

Say  having,  then,  defined  consumption  to  mean  , 
destruction,  says  that  there  are  two  kinds  of  con- 
sumption, Productive  Consumption  aud  Unpro- 
ductive Consum|)tiou. 

IVoductive  Consumption  is  where  au  article  is  i 
destroyed  with  the  intention  of  being  reproduced,  ' 
or  at  least  in  its  value. 

Unproductive  Consumption  is  where  au  article  | 
is  destroyed  witliout  re|>lacing  its  value. 

The  former  of  these  corresponds  witli  what 
Smith  denominates  Capital,  aud  the  latter  with  i 
Kevemio.  | 

Say  was  determined  to  make  the  term  prodne-  \ 
five  consumption  co-exteiisive  with  Capital  ; and  ! 
in  order  to  do  this,  he  is  led  into  a very  remark- 
able confusion  of  ideas.  For  he  is  led  m>t  only 
to  appl}'  it  to  a destruction  of  materials,  but  also 
to  their  exchange. 

Thus  lie  says,  7V«/Vc,  p.  438, — “ Dans  sa  con-  i 
sommatiou  annuelle  d'uu  particiilier  ou  d'nne  na-  I 
tion,  (hiiveiit  etre  comprises  les  coiisommations 
de  tout  genre,  quels  tpreii  soient  le  but  et  le  re- 
siiltat,  celles  d’uu  il  doit  sorter  uue  noiivelle  valeur, 
et  celles  d’oit  il  ii’eii  doit  point  sortir ; de  meiiie 
qu'on  compreml  dans  la  production  annuelle  d’lme 
nation  la  valeur  totale  de  ses  produits  crees  dans 
rauiice.  Ainsi  roii  dit  d’uiie  manufacture  de 
savon  (iu’clie  consomme  en  sonde  uue  valeur  de 
vingt  inille  francs  par  an,  quoique  la  valeur  de 
cette  sonde  doive  reparaitre  dans  le  savon  (jue  la 
manufacture  aura  produit ; et  Ton  dit  qu’elle  pro- 
duit anmielleinent  pour  cent  mille  francs  de  savon, 
(luoique  cette  valeur  n’ait  eu  Hen  que  par  la 
destruction  de  beaucoup  de  valeur  qui  en  i\klui-  ; 
raient  bien  le  produit,  si  I’ou  voulait  les  deduire. 
La  consommation  et  la  jiroductioiiaiinuelles  d’une 
nation  ou  d’un  particiilier  sont  done  lour  consom- 
iiiaiiou  et  lour  production  brutes. 

“ Par  une  consequence  uatiirelle,  il  faut  com- 
prondre  dans  les  in*oduotions  aunuelles  d'une 
nation,  toutes  les  marchaiulises  qu’elle  importe,  et 
dans  sa  cuusommalioii  annuelle  toutes  celles  t|u’ 
elle  exporte.  Le  commerce  de  la  France  con- 
somme toute  la  valeur  des  soieries  qu’il  eiivoie 
aux  Etats  Unis;  il  produit  tout  la  valeur  des 
• cotoiis  qu’il  eu  reeoit  eu  retoiir." 

Say’s  idea  is  that  the  nation  loses  the  value  of 
what  it  expoi’ts,  and  gains  the  value  of  what  it 
import.s, — it  may  therefore  be  said  to  consume  the 
one  and  produce  the  other. 

But  surely  this  is  inconsistent  with  accepted 
language.  A nation  surely  produces  what  it  ex- 
ports and  coiisuiiies  what  it  imports. 

If  thi.s  doctrine  be  true,  the  seller  aud  the  buyer 
of  giKids  mu?'!  both  coiusume  them.  Because  the 
seller  loses  their  value,  gaining  their  price  in  ex- 
cliHnge,and  the  buyer,  in  most  cases,  destroys  them. 

If  this  be  true  every  shopkeeper  consumes  his 
goods  by  selling  them. 

We  shall  now  see  the  consequences  of  this  con- 
tortion of  language.  Say  says  a little  further 
after  the  last  extract,  at  p.  440  : — L’eflet  le  jilus 
iiumediat  de  toute  cspece  de  coiisouimatiou  est  la 
pert  de  valeur  et  par  conseciueiit  de  richesse,  qui 
eu  resiilte  pour  le  possesseur  du  produit  consomme. 
Cet  elfet  est  coustaut,  iuevitable,  et  jamais  ou  ne 


doit  le  perdre  de  vue  toutes  les  foi.s  qii’oii  raisaiiue 
sur  cette  matiere.  Un  pnulait  cousoinme  e.'t  uue 
valeur  perdue  pour  tout  le  moude,  el  pour  l-ui- 
jours.” 

Now  Irt  us  apply'  this  last  doctrine  to  Say’s 
previous  one,  that  a nation  con-umes  what  it  ex- 
liorts.  Two  nations  export  iluir  produce  one 
against  the  other.  Each,  tliereforc,  according  to 
Say,  consumes  its  exports.  Bui  every  consump- 
tion is  destruction.  Therefore,  each  nation  do- 
stroy's  its  exports  for  ail  tlie  world  aud  for  over  ! 
TheVefore,  nations  by  trading  with  i*;uh  other 
destroy  their  wealth  ! A walcliiuaker  sells  a gold 
watch  to  a customer  for  money'.  According  to  Say' 
he  consumes  the  watch,  and  the  buyer,  by'  tlie  same 
doctrine,  consumes  the  money.  But  every  con- 
sumption is  a destruction  of  wealth  for  all  the 
world  ami  for  ever.  Therefore,  the  Imy  iiig  a gitld 
watch  for  money,  is  a destruction  of  the  money 
and  tlie  watch ! ! Therefore,  by  exchanging 
tilings,  we  destroy  them  ! ! 

But,  as  acctu'ding  to  the  same  passage,  each 
jiroduces  what  he  ]mrchases,  that  is  the  creation 
of  two  now  values,  it  follows  tliat  tlie  same  act  (»f 
exchange  is  at  the  same  time  a total  aiinihilatioii 
of  the  tilings  exchanged,  and  a creation  of  two 
new  values ! ! 

Such  are  the  astonishing  absurdities  into  which 
able  men  are  led  by  a premature  grasping  at  tlie 
meaning  of  a scientific  term.  The  settlement  of 
the  meaning  of  a term  requires  as  genuine  an  act 
of  induction  as  the  settlement  of  a jn-iiiciple. 

Say',  then,  considers  the  ditlereiit  kinds  of  Con- 
sumption, which  he  considers  the  same  as  expen- 
diture, and  niider  this  head  places  taxation  aud 
the  public  expenditure  of  all  sorts,  public  debts, 
&c. 

Now,  it  is  manifest  that  these  are  all  exchanges 
as  truly  as  exchanges  of  iiKTeluindi.se.  The  army, 
the  admiuistratioii  of  all  descriptions,  public  iii- 
slructors,  receive  their  pay  in  exchange  for  a 
service  rendered. 

Kicardo  says  nothing  about  Consumption. 
Alaltlius  {^Dejinitious  in  Polilical  Ecounmys  p. 

I 247),  says:  — '‘'^Consumption.  The  de.structioii, 

! wholly  or  in  part,  of  auy  |»ortious  of  wealth." 
And  at  p.  *259  — “ Cousumption  is  the  great 
jiurpose  and  end  of  all  produetioii."  fc^o  Mr. 
iUcCulloch  says — “ By'  CuiLsumption  is  meant  tlie 
annihilation  of  those  qualities  which  render  com- 
modities useful  or  desirable.  To  consume  the 
products  of  art  and  industry,  is  to  deprive  the 
matter  of  which  they  consist  of  utility,  ami  con- 
sequently of  the  exchangeable  value  communi- 
cated to  it  by  labour.  Consumption  is,  m fact, 
the  cud  and  object  of  human  exertion  ; and  w hen 
a commoditv  is  in  a fit  state  to  be  used,  if  its  con- 
sumption  be  deferred,  a loss  is  iucurred." 

Ou  tliis  Mr.  Senior  has  justly  remarked  {PoVf 
tical  Ecouomits  p-  54),  “ That  almost  all  that  is 
produced  is  ilestroyed,  is  true ; but  we  cannot 
admit  tliat  it  is  produced  for  the  purpose  of  being 
destroyed.  It  is  produced  for  the  purpose  of 
being  made  use  of.  Its  destruction  is  an  incident 
to  its  use,  not  only  not  intended,  but  as  far  ax 
possible  avoided.  Ia  fact,  there  are  sonic  things 
which  seeui  un>usceptible  of  destruction,  except 
by  accidental  injury.  A statue  in  a gallery,  or  a 
medal,  or  a gem  iu  a cabinet,  may  be  preserved 
for  centuries  without  apparent  deteiioratiun. 
There  are  others,  such  as  food  aud  fuel,  which 
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pc  i.sh  in  tlic  very  act  of  usin^  them;  ami  lienee, 
as  these  are  tin*  im*>i  essential  euinmudities.  the 
W(  nl  Coiisiiniptioii  has  Itceu  applied  universally, 
as  cxpressin<r  the  making  use  oi*  anything.  Hut 
th  hulk  of  euinmodities  are  destroyeil  hy  those 
nn  iKTous  gradual  agents  which  we  call  collec- 
ti\  ,dv  fime,  and  the  action  uf  which  wo  strive  to 
rei  inl.  If  it  l»e  true  that  Consumption  is  tlie 
oh  ect  of  all  production,  the  inhaidtant  of  a house 
nil 't  be  termed  its  consumer,  Imt  it  would  he 
sti  nige  to  call  him  its  destroyer,  since  it  would 
nil  lue.’^tionably  he  destroyed  much  sooner  it  uniii- 
ha  lited.  It  would  be  an  ini]>rovement  in  tlie 
lai  guage  of  Piditical  Ecoiionu'  if  the  expression, 
*M  I use,"  could  be  substituted  for  that  of  “to 
CO  I'ume." 

\iv.  Seni<'r's  remarks,  that  consumption  cannot 
nn  an  desirucTioii,  are  jierfectly  ju>t,  partly  be- 
en ise  it  is  wholly  false  that  all  articles  are  pro- 
dii ‘cd  for  the  purpose  of  being  destruved ; and 
]»a'tly  because  l^olitieal  Economy  has  nothing 
AY  atever  to  ilo  Avith  the  destructiou  of  things. 
M •.  Senior’s  proj>osal  to  siib>litute  tlie  v oi  d mac 
fo  /Z/  .s/n/c/Zo// is  open  to  the  same  objection,  on 
til  latter  ground.  On  the  former  gronml  it  is 
qi  le  correct.  Things  are  produced  for  the  piir- 
])t  of  being  usetl, — but  then  Political  Economy 
ha^  nothing  w hatever  to  do  Avith  their  use.  At 
jiarc  14,  Mr.  Seiiuu*  says  that  Consumption  is 
so  -Ktimes  used  as  symmynious  Avith  Demand. 

\Ir.  d.  S.  Mill  has  truly  seen  that  the  destnic- 
tii  1 of  tilings  is  no  part  of  Economic  Science, 
ar  1 has  therefore  not  given  any  part  of  his  Avork 
to  eousumptioii,  Aviiieh  he  uses  in  the  sense  of 
dc  'truction. 

A'hat  theti  is  the  meaning  of  this  word  Con- 
sti  nptif>n  f It  is  agreed  that  it  is  the  corrrlative 
of  Production,  and  "that  the  end  of  Production  is 
C(  nsnm|>tioii.  No^A%  it  ha^  been  manifestly  >heW'ii, 
th  it  if  Produenon  be  held  to  mean  to  creation  of 
a \'alue,  and  Consumption  the  destruction  of  a 
V lue,  the  ])^op'^^ition  cannot  be  maintained.  It 
is  wliolly  untrue  that  all  values  are  lu’oduced  or 
cr  ated  for  the  exi>ress  juirpose  of  being  des- 
tr  yed ; it  is  tlierchire  not  true  that  Consumption 
is  the  end  of  all  Production. 

The  fact  is,  all  the  confusion  ari.«es  from  Econo- 
m sts  never  having  formed  a dear  and  distinct 
cc  icejitum  of  the  nature  and  limits  of  the  science, 
ai  d scdecting  that  idea  alone  among  those  con- 
v«  yed  by  the  leading  terms  which  are  in  harmony 
Av  th  tlie  fundamental  conception  of  the  science. 
M e have  shewn  under  Prodvctiox  that  Political 
E oiiomy  has  mttlihig  whatever  to  do  Avith  the 
ar  and  process  by  which  things  are  mannfac- 
tu  -ed,  or  formed,  but  only  Avith  their  price  Avheii 
])i  .dneed,  or  the  things  for  Avhich  they  Avill  ex- 
cl  Higc.  We  luiA'e  shewn  there,  that  strictly 
fo  lowing  the  true  etymology  of  the  Avord,  and 
in  erpreting  it  in  strict  hannony  Avith  the  fiinda- 
ni  *ntal  conception  of  the  science,  the  only  true 
et  iiiomic  meaning  of  to  produce^  is  to  place  a 
tl  ing  on  a given  spot  for  tlie  purpose  of  excliang- 
ir  I it  for  something  else.  It  makes  no  ditference 
ir  what  way  tlie  article  was  formed  or  procured, 
AV  lotiier  by  growth  as  corn,  by  manufacture,  or 
b;  commerce,  the  Producer,  in  an  economic 
s(  ise,  is  the  person  avIio  offers  it  for  sale.  And 
la  re  at  once  Ave  see  Iioav  Consumptiox  is  the  eor- 
r<  lativc  of  Production.  For  if  the  Producer  is 
tl  j cue  who  offers  somethiug  for  sale,  the  Con- 


' ST  MER  is  the  purchaser  of  it  Avith  sometliiiig  else, 
ami  the  Consumption  means  the  <iuantily  pur- 
chased. 

As  soon  as  avo  grasp  the  distinct  conception 
that  Economic  Science  is  the  Science  ot  Com- 
merce, or  of  Exdiango,  or  of  Values,  it  is  clear 
that  we  must  admit  no  considerations  exceeding 
these  limits.  An  Economist  has  no  business  to 
examine  how,  or  by  Avhat  process,  or  art,  things 
were  ]»roduccd ; nor  has  he  an}'  business  to  in- 
quire for,  or  follow  after,  them  Avheii  once  they 
have  been  exeliaiiged,  to  see  Avhat  becomes  ot 
them.  The  domain  of  his  science  is  expressly 
limited  to  the  plienomeuou  of  the  exchange. 

If  we  Avore  h*  examine  hnw  things  are  pro- 
: duced,  that  would  at  once  let  in  all  the  arts  and 
I manufactures  of  cA'cry  description  into  Political 
I Economy,  Avhicli  no  Economist  avouUI  droaui  ol 
doing.  "llis  only  otiice  is  to  ascertain  the  laws  of 
' tlie  changes  of  vidue  of  the  thing  when  produced. 

So  also,  as  far  as  regards  the  purchaser,  the 
Economist  has  nothing  to  do  Avith  the  use  he  puts 
, tlie  thing  to,  bm  only  Avith  the  price  he  pays  for 
it. 

Xow'  things  Avhich  a man  makes  and  uses  him- 
I Self  do  not  enter  into  the  domain  of  Economies  at 
all,  only  those  which  he  ueqtiii'es  by  purchase. 
If  a person  uses  liis  accoiuplishments  for  tlie 
’ delectation  of  himself  and  his  friends,  the  Econo- 
mist has  no  business  Avith  him.  It  is  only  Avheii 
he  endeavours  to  exchange  or  turn  them  to 
j>rofft,  that  thoA  become  the  subject  of  value, 
and  nil  economical  phenomenon. 

Ami  this  is  tlie  true  cmiimereial  sense  of  the 
Avord,  and  Econuinics  being  tlie  science  of  Com- 
merce, it  is  prop'T,  as  far  as  pos>ible,  to  adojtt  tlie 
language  of  Commerce.  Now  in  the  language  of 
eoinmerce,  producers  and  consumers  are  simply 
sellers  ami  buyers.  Production  ami  consunqition 
are  simply  supply  and  demand.  It  is  by  Econo- 
mists diA-agating  from  the  true  limits  of  tlie 
Science  that  all  i lie  confusion  has  arisen.  Bastiat 
has  expressed  it  truly  ( Ilarmomes  Economifjues^ 
p.  300.  Art.  l 'roduvi(‘nr-Consinnmatenr ) — ‘‘  Ell 
general  nous  nous  adomioiis  a un  metier,  a mi 
profession,  a uiie  carriere ; et  ce  n’est  jias  a elle 
(pie  nous  demandons  directoment  les  objets  de  nos 
satisfactmiis.  Nous  rendons  et  nous  rece\-ons  des 
services  ; nous  ofFrons  et  demandons  des  A^aleurs; 
nous  faisoiLS  des  achats  et  desventes;  nous  tra- 
vaillons  pour  les  autres,  et  les  autres  travaillent 
pour  nous : eu  un  mot  nous  sommes  Prodacteurs 
et  ConsniamnteuYs." 

Noav  avc  sec  that  this  is  the  only  sense  in  Avhich 
the  doctrine  that  Consumption  is  the  end  of  Pro- 
duction is  true,  and  in  fact  it  becomes  tautology, 
for  it  is  reduced  to  this,  that  people  otfer  things 
for  sale  for  the  j)Urpose  of  being  sold. 

It  is  the  only  sense,  too,  in  Avldch  con.sumption 
is  the  correlative  of  production.  It  is.  as  Ave  have 
.seen,  Avholly  false  to  a.ssert  that  all  things  are 
produced  for  the  purpose  of  being  destroyed. 

Hence  avc  see  tliat  Production  and  Consumption 
together  coiistilute  Exchange — the  domain  of 
Economic  Science.  And  it  is  quite  easy  to  shoAv 
that  the  conception  of  the  science  as  that  of  Ex- 
eluiuges,  is  fuinlamontally  tlie  same  as  that  of 
those  Avriters  avIio  consider  it  to  be  that  of  the 
Production  and  Distribution  of  Wealth.  Bo- 
cuiise  by  distribution  these  Avriters  mean  the 
quantity  of  things  acquired  by  persons  in  ex- 
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change  for  their  services,  &c.,  that  is,  Avhat  they 
have  the  right  to  consume,  or  imreliase.  Ami 
we  have  seen  in  the  extracts  given  from  Adam 
Smith  above,  that  he  several  tiims  uses  con- 
sumers as  synonymous  Avitli  purchasers,  Avhieh  is 
its  true  eoinim'reial  sensi*.  Consmni>tiou,  there- 
fore, is  etpiivalent  to  Distribution,  ami  tlius  tlie 
science  comes  to  be  that  of  Prudiietioa  and  Coii- 
smnptioM,  or  of  Exchange. 

And  here,  too,  Ave  see  the  truth  of  AA'hat  is  said 
under  Cavitai.,  § 114,  that  it  is  consumption,  or  | 
demand,  that  give.s  value  to  production,  and  not  | 
labour.  Smith  himself,  after  saying  tliat  the  | 
real  AA'oalth  of  a country  consists  of  the  annual 
liroducc  of  its  land  and  labour,  says  that  if  an 
article  Avill  exchange  for  nothing,  it  has  no  value,  ! 

I ami  therefore  i.s  not  Avealth.  , 

The  value  of  a tiling  being  the  thing  it  Avill  j 
exchange  for,  it  is  quite  clear  that  if  there  be  no 
> domand  for  it— that  is,  if  no  person  Avill  giv'e  any- 

thing for  it — it  has  no  value,  Avhatever  (piaiitity  | 
of  labour  may  have  been  bestowed  in  iirodiiciiig 
it.  Again,  if  iieoplcAvill  give  a great  deal  to  pos- 
sess a thing,  it  has  great  value,  no  matter  Avliat 
labour  has  been  bestoAved  in  producing  it.  There 
are  iinmeii.se  species  of  proi>erty  Avhidi  never  luul, 
nor  by  any  possibility  could  have,  any  labour 
liestoAA'ed  oil  them  at  all.  What  is  it  that  gives 
A'alue  to  the  copyright  of  a Avork,  and  in  fact  cre- 
ates a valuable  jiroperty  at  all,  but  the  demand 
for  the  Aviu*k  i*  What  gives  value  to  Government 
Stock,  but  the  Avilliiigucss  of  the  public  to  pur- 
chase it?  And  so  on  of  everything  else  Avliatever. 
By  the  very  terms  of  the  expression,  it  can  be  ! 
only  the  consumer,  or  purchaser,  avIio  confers  value 
on  anything  AvluitcA'cr.  When  demand  springs  up 
for  a thing,  it  has  A’alue;  when  the  demand 
ceases,  it  loses  its  value,  and  is  not  Avealth.  Hence 
AVC  sec  that — 

. C’oNsuMPTioN  or  Demand,  and  not  Ladoub, 

) is  the  ONDY  Source  of  Value. 

CONTARENUS,  VINCENTIUS. 

De  fnnnentarid  Romanonua  largitione  llher. 
A\*nctiis,  IGOff. 

CONTINUITY,  LAW  OF.  The  great  fiiiula- 
niental  doctrine  of  the  Continuity  of  the  Sciences, 
and  Avhat  is  more  particularly  called  tlie  Lau'  of 
Coniitnnt^^  are  so  intimately  blended  together  in 
spirit,  that  it  is  inqiossible  to  separate  them,  lii 
fact,  Ave  may  extend  the  term  of  the  Lmv  of  Con- 
thiuifi/,  Avhich  is  generally  applied  to  certain  doc- 
trines in  each  particular  seience,  to  include  the 
method  of  argiiiug  by  analogy  from  Science  to 
Science. 

The  Law  of  Cordimtiti/  is  one  of  the  most 
poAverful  Aveapons  of  Inductive  Logic,  and  is  of 
I very  wide  ap])lieatioii  in  Physical  research.  It 

' has  been  applied  with  immense  effect  in  settling 

the  fumlaiiieiital  conceptions  of  Mechanics,  Flec- 

Itrieity,  Geology,  and,  indeed,  of  e\x*ry  otlicr 
science.  Its  capability  of  being  ajtplied  to  settle 
the  fundamental  conceptions  of  Political  Ecomnny 
has  never  yet,  that  avc  are  aAvare  of,  even  been 
su.spected ! 

The  gi’aud  function  of  the  Law  of  Continuity 
in  its  application  to  each  particular  Seience  is  to 
abolish  false  distinctions.  Tlie  province  of  Logic 
being,  as  Ave  have  sheAVu  (Logic),  not  to  lead 
persons  to  argue  correctly,  as  is  very  commonly 
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I supposed,  but  tol»  ach  them  Iioav  to  judge  (*f  the 
truth  of  arguments  itroposed.  The  function  of 
tlie  LaAv  of  Continuity  nuiy,  in  a general  wav,  be 
I said  to  beto  abolish  false  distinctions.  In  the  wider 
sense,  Avhich  avo  Avisli  to  give  it,  as  applied  to  the 
connection  of  the  various  science^,  its  function  U 
to  jmlge  by  the  analog^y  <4'  the  acknoAvh*dged 
standards  of  reiusoniiig  in  one  seience,  Avheiher 
certain  modes  of  reasoning  in  another  arc  correct 
or  not. 

We  shall  emleaA-our  to  sIicav  that  a duo  appli- 
cation of  the  Law  of  Continuity  inlt^  Avider  seiwe 
of  arguing  by  analogy  from  science  to  sdi*nc(‘,  as 
Avcll  as  by  its  particular  application  Avitlnn  the 
science  itself,  will  be  sufficient  to  close  for  OA'cr  a 
very  hirge  portion  of  the  eontroAvrsies  iu  Political 
Economy. 

It  Avas  a very  fiiA-oritc  opinion  of  the  ancient 
jihilosophors  that  there  aaos  a great  cliaiii  of  con- 
tinuity throughout  all  nature.  i>ut  it  avus  impo>- 
siblc  for  them  to  pcreei\o  the  full  extent  of  this 
principle,  and  that  the  general  principles  of  the 
reasoning  in  Physical  Science  Avere  api»licable  to 
floral  Science.  AVe  have  seen  (Axioms  and 
Definitions)  that  Socrates  avus  so  far  from  per- 
ceiving aiiA'  connection  betAvcea  the  tAA’o,  that  he 
expressly  discoiiutenaiiced  the  study  of  physical 
science,  and  enjoined  his  discijiles  to  coniine 
themselves  to  the  study  of  moral  Science. 

It  is  one  of  the  trauscendaut  merits  of  our  im- 
mortal Bacon  to  have  perceived,  and  proclaimed 
with  the  A’oiec  of  a trumpet,  this  grand  doctrine 
of  the  Continuity  of  the  Scicnce.s.  And  avo  must 
be  the  more  earnest  iu  defending  the  just  title  of 
Bacon  to  this  glorious  dLseovory,  because  the  ad- 
mirers of  aiiotlier  Avriter,  recenily  deceased,  ha\’e 
had  the  preposterous  absurdity  to  claim  fur  him 
the  originality  of  this  idea,  (Comte.)  But  avc 
luiA'c  slioAvn  abnudantly  that  Bacon  A\-as  the  true 
diseoA’cror  of  the  doctrine.  With  pliysical  science 
not  in  a very  much  better  stale  than  it  was  iu 
the  days  of  Socrates,  Bacon  not  only  did  not 
diseoiiutenance  it,  but  he  liad  the  miraeiiluus 
sagacity  to  perceiA'c  that  the  Avay  to  true  and 
certain  reasoning  in  Moral  Science  lay  tliruiigli 
Pliysical  Science.  And  he  coiuphiius  bitterly  of 
the  mutual  damage  to  the  scieiiees  by  their  sepa- 
ration, and  neglect  of  Natural  Philosophy,  Avhieli 
ought  to  be  held  as  tlie  great  nursing  mother  of 
them  all.  AVe  liaA'e  shcAvn  (Axioms  and  Defi- 
nitions) that  it  is  the  Avhole  scope  and  purpose 
of  the  Xocuin  Or^^annm  to  lay  doAvn  fundauumtal 
principles  for  the  formation  of  Conceptions  and 
Axioms  in  Natural  Philosophy,  and  to  enforce 
the  doctrine  that  the  Conceptions  ami  Axioms  of 
the  Moral  Sciences  must  be  framed  by  analogous 
methods.  So  also  in  Valerius  Terminus,  he  says, 
— “ And  it  is  a matter  of  common  discourse, 
of  the  chain  of  sciences,  Iioav  they  are  linked 
together,  insomuch  as  the  Greeks,  avIio  had 
tmus  at  Avill,  have  fitted  it  of  a name  of  circle- 
learning.  Nevertheless,  I that  hold  it  for  a 
great  impediment  toAvards  the  adA’ancement  and 
further  invention  of  knowledge,  that  iiarticular 
arts  and  sciences  lia\*e  been  disincorporated  from 
general  kiioAvledge,  do  not  understand  one  an<l 
tiie  same  thing  Avliich  Cicero’s  discourse  and  ilie 
note  ami  conceit  of  tixe  Grecians  in  their  AVunl 
Circle  Learning  do  iiitond.  For  1 mean  not  that 
use  Avhieh  one  seience  hath  of  another  fur  orna- 
ment, or  help  in  practice,  as  the  orator  hath  of 
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k uwUmIjtc  of  attVetions  for  moving,  or  as  military 
S(  <.*1100  may  have  usi*  of  jioimiotry  for  fortilii  atioiis; 
In  f I fttran  it  directhj  of  tJnit  uxf‘  hy  iray  of  syipphi 
oj  lii^ht  and  ifformatioH^  which  the  partirnlors  and 
ih  dances  of  one  science  do  yield  and  present  ftr  the 
f)  lining  or  correcting  of  the  axioms  of  another 
St  ence,  in  their  eery  truth  and  nations.  And 

II  ‘ndoro  that  oxampit?  of  oculists  and  title  law- 
v(  rs  d<»th  come  nearer  iny  conceit  tlian  the  other 
t\  o;for  sciences  distinguished  have  a dependence 
Vf  on  nnirersal  knowledge.,  to  he  an<rinented  and 
rt  dijicd  hy  the  superior  light  thereof;  as  well  as 
th  • parts  and  menihers  if  a science  hare  upon  the 
m nims  if  the  same  science.,  and  the  mutual  light 

in  d consent  ichich  one  part  receiceth  from  another. 
* * * * 

“ And  these  are  no  allusions,  but  direct  commu- 
ni  ies.  the  same  delights  of  the  mind  being  to  be 
fu  uid  not  oidy  in  music,  rhetoric,  but  in  moral 
]►!  ilosophy,  polic}',  and  otluT  knowledges,  and 
th  It  ob.^cure  in  the  one.  which  is  more  apparent 
in  the  other  ; yea,  and  tliat  discovered  in  the  one 
w licit  is  md  found  at  all  in  the  other  ; and  so  one 
sc  ence  greatly  aiding  to  the  iiwention  and  augmen- 
ta  ion  of  another,  xind  therefore  without  this  inter~ 
ct  trse.,  the  a.rioins  o f sciences  will  fall  oat  to  he 
m thcr  full  nor  true." 

Ami,  since  Ids  day,  hosts  of  eminent  men  have 
])i  »clainied  the  same  doctrine ; among  others  Locke 
ai  I Condillac  (Con’dilj.ac)  have  strongly  en- 
fo  i*ed  the  necessity  of  yn'ccision  and  accuracy  of 
la  ignage,  and  said  that  the  moral  sciences  might 
b(  brought  to  a .state  of  demon.stration  as  well  as 

III  itliematics,  if  their  language  were  imlished  and 
re  ined,  to  the  same  degree  of  exactness  as  that  of 
in  t hematics. 

Xay,  among  others  who  hav'C  maintained  this 
d<:  :trine,  is  Mr.  Mill,  in  the  sixtii  book  of  Ids 
L<  gic;  hn*  he  says,  in  the  Table  of  Contents  to 
tint  book,  which  is  on  the  Logic  of  the  Moral 
Si  iciices, — “ The  backward  state  of  the  moral 
sc  encos  can  only  bo  remedied  by  applying  to 
th  111  the  methods  of  physical  science,  duly  cx- 
te  -ded  and  geiieraliztnl.”  And  at  p.  40.5,  4th 
eil  t.  of  his  Logic,  he  says, — “In  scientific  inves- 
ti;  ation,  as  in  all  other  works  of  human  skill,  the 
w y of  attaining  the  end  is  seen,  as  it  were  in- 
st  actively,  by  superinr  minds,  in  some  com- 
pi  ratively  simple  ease,  and  is  then,  by  judicious 

leralization,  ada])ted  to  tin*  variety  (»f  com]»lex 
ca  >es.  AVe  learn  to  <lo  a thing  in  dillicult  cir- 
ci  nstanccs  by  attending  to  the  manner  in  wldeh 
w have  spontaneously  done  the  same  thing  in 
ea  y ones. 

‘This  truth  is  exemplified  by  the  history  of 
til  ■ various  branches  of  knowletlge  which  bare 
sii  cessively,  in  the  ascending  order  of  their  coni- 
pl  catitm,  assumed  the  character  of  sciences,  and 
w I doubtless  receive  fresh  coniinnation  from 
th  of  which  the  .scientific  constitution  is  yet  to 
CO  lie,  and  which  are  still  ahandoned  to  the  un- 
ce  taintics  of  vague  and  popular  discussion.  Al- 
th  nigh  several  otlier  sciences  have  emerged  from 
th  s state,  at  a comparatively  recent  date,  none 
in  .V  remain  in  it,  except  those  Avhich  relate  to 
in  n himself,  the  most  complex  and  most  difHcnlt 
su  iject  of  study  oil  which  the  human  mind  can  be 
en  'aged. 

‘ Concerning  the  physical  nature  of  man,  as  aii 
or  ranised  being— though  there  is  still  much  mi- 
ce taiiity  and  much  controversy,  which  can  only 


bo  terminated  by  the  general  ackiiowli'dgmcnf  and 
employment  of  stricter  rnle.s  of  induction  than 
are  comnnmly  recognised;  there  is,  however,  a 
coiisiderahle  body  of  truths  which  all  who  have 
attended  to  the  subject  consider  to  be  fully  esta- 
blished; nor  is  there  now  any  radical  imperfec- 
tion in  the  metlmd  ohserved  in  this  department  nf 
science  by  its  nmst  distinguished  modern  teachers. 
But  the  laws  of  Mind,  and  even  in  a greater  de- 
gree those  of  Society,  are  so  far  having  attained  a 
similar  state  of  even  jiartial  recognition,  that  it  is 
still  a controversy  whether  tliey  are  capable  of 
becoming  siibjet  ts  of  science  in  the  strict  sense  of 
the  term  ; and  among  tho.<e  who  are  agreed  on 
this  ])Oiiit,  there  reigns  the  most  irreconcilable 
diversity  on  almost  ev^ry  other.  Here,  therefore, 
if  anywhere,  the  ])rinciples  laid  down  in  the  [ire- 
ceding  Books  nuy  be  expected  to  be  useful. 

“ If  on  matters  so  much  the  most  important 
with  Avliich  the  human  intellect  can  occnjiy  itself, 
a more  general  .igreemont  is  ever  to  exist  among 
thinkers;  if  what  has  been  i>rotunmced  'the 
proper  study  of  mankind  ’ is  not  destined  to  re- 
main the  only  subject  wliich  philosophy  cannot 
succeed  in  rescuing  from  empiricism, — the  same 
processes,  thningh  which  tlie  laws  of  many 
simple  [ihenomena  have  by  general  ackinnvledg- 
meiit  been  placed  beyond  dispute,  must  bo  con- 
sciously and  di  liberately  ap|»lied  to  tliose  more 
ditHcnlt  iniiuiries.  If  there  are  some  subjects  on 
which  the  results  obtained  have  finally  received 
the  unanimous  assent  of  all  who  have  attended  to 
the  proof,  ami  others  on  which  mankind  liave  not 
yet  been  (Mpiall}  successful ; on  which  the  most 
sagacious  minds  have  occupied  themselves  from 
the  earliest  date,  and  have  never  succeeded  in 
establishing  any  considerable  body  of  truths,  so 
as  to  be  bt\  oml  denial  or  doubt , it  is  by  gene- 
ralizing the  metiiods  successfully  followed  in  the 
former  inquiries,  ami  adapting  them  to  the  latter, 
that  we  may  hope  to  remove  this  blot  on  the  face 
of  science.” 

Will  our  rcmlcrs  believe  that  Mr.  IMill,  who 
lias  in  the  foregoing  passage  as  clearly  and  dis- 
tinctly atlirmecl  as  it  is  possible  to  do  that  tlie 
science  of  Society,  and  of  course  Political  Eco- 
nomy as  a jtart  of  it,  is  to  be  investigated  on 
analogous  methods  to  those  pursued  in  Natural 
Philosophy,  is  the  same  writer,  who  as  we  have 
slicwn  under  Axioms  and  DEriNixiONs,  g 10,  has 
expressly  asserted  on  the  contrary;  that  Political 
Economy  is  esse  ntially  an  abstract  science,  and 
its  method  the  a priori  one  ? That  it  must  neces- 
sarily reason  from  assnuqitions  and  not  from 
facts.  That  the  d priori  method  is  the  only  one 
by  wliich  truth  ':au  possibly  he  attained  in  any 
dejiartment  of  the  Social  Science ! And  he 
anathematises  every  one  else  who  thinks  difie- 
rciitlv. 

“ Can  such  things  he, 

And  overcome  us  like  a summer’s  cloud, 
AV’ithout  uiir  special  wonder  ] ” 

If,  then,  Political  Economy  is  to  be  raised  to 
the  rank  of  an  exact  science,  we  may  say,  arguing 
from  the  general  analogy  of  science,  that  tliero 
must  be  some  gr-xit  body  of  phenomena  connected 
together  by  some  one  [triuciplc,  or  idea  ; and  if  it 
is  to  be  of  the  same  wide  and  general  nature  as 
the  other  jihysical  sciences,  it  must  be  based  on 
I’oiicei'tkms  and  Axioms  of  the  same  wide  and 
general  nature  that  they  are,  which  must  be 
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capable  of  explaining  all  the  phenomena.  More- 
over, as  the  general  coiicei>tions  and  axioms  in 
Jlechanical  ScicHce  not  only  enable  us  to  attain 
desired  results,  but  also  ox[ihun  the  cau.ses  of 
^lechaiiical  catastrophes,  which  can  be  shewn  to 
be  [iroduced  by  violating  tlie  fundamental  concep- 
tions ami  laws  of  Mechanics,  so  it  is  a test  of  the 
truth  of  general  Economical  conceptions  and  ' 
axioms,  that  Economical  catastrophes  can  be 
proved  to  bo  the  inevitable  consequence  of  vio- 
lating these  conceptions  and  laws. 

Now,  Avith  respect  to  the  general  couctqdion  of 
the  Science  itself,  we  have  fully  explained  under 
the  article  Economy,  Political,  the  [iliases  of  ' 
opinion  witli  rt'gard  to  tlie  nature  and  extent  of 
the  Science,  and  the  reasons  which  have  made  ns 
ado[)t  the  concejttiou  to  which  the  general  opinion 
of  Europ(‘an  Economists  is  iioav  gravitating,  that 
it  is  the  Science  of  Commerce,  or  of  AVealth,  and 
that  its  true  function  is  to  investigate  the  Luavs 
Avliich  regulate  the  Exchangeable  Kehitions  of 
Quantities. 

Altlioiigh  all  Economi.sts  are  now  agreed,  aa'c 
belicA'C,  that  Political  Economy  treats  about 
AVealtli,  there  arc,  unfortunately,  the  Avidest  dif- 
ferences of  o])inioii  as  to  Avhat  U ealth  is,  and  there- 
fore as  to  Avhat  are  tlie  true  limits  of  the  Science. 
Moreover,  there  is  scarcely  a single  term  in  the 
subject  Avliose  meaning  is  agreed  upon  by  Avriters. 
AVe  shall  iioav  endeavour,  by  the  ajqiHeation  of 
the  Priucijile  of  tlie  Continnity  of  Science,  and 
the  Law  of  Continuity,  to  sIicav  that  these  dilfe- 
rencos  of  opinion  may  be  settled  by  the  analogy 
of  other  sciences. 

Arguing,  then,  from  the  analogy  of  physical 
stdence,  we  may  lay  doAvn  these  fundamental 
canons : — 

I.  The  Fundamental  Conceptions  and  Axioms  of 
every  Science  must  he  perfectly  General. 

II.  No  General  Conception  and  no  General 
Axiom,  must  contain  any  term  invoicing  more  than 
one  Fundamental  Idea. 

The  truth  of  this  is  manife.st,  because  if  any 
term  involve  more  than  one  fundamental  idea,  it 
limits  the  generality  of  the  Conception,  or  tlie 
Axiom,  Avhich  is  contrary  to  the  first  (.'anon. 

Consequently,  if  we  Avish  to  bring  Political 
Economy  to  the  state  of  an  ex:ict  scimice,  we  must 
carefully  examine  all  its  fundamental  Conceptions 
and  Axioms,  and  reduce  them  tfi  the  state  of  sim-  | 
plicity  and  generality  pre.-'Cribcd  by  the  above 
Canons,  and  hence  if  Ave  meet  Avith  Conceptions 
and  Axioms  Avhich  violate  them,  by  containing 
several  ideas,  we  must  ajiply  the  general  [irinci- 
}>les  of  Iiulnclive  Logic  to  di.scover  Avhieh  is  the 
single  true  geiiiTal  idea,  ami  eliminate  all  the  | 
other  acculental,  or  [larticular  ones.  I 

I 

On  the  application  of  the  Law  of  Continuity  to 
determine  the  nature  of  an  Economic  Element^  or 
the  Dejiniiion  of  Wealth. 

Every  great  science  is  founded  upon  some  single 
idea,  or  ([uality,  Avhich  must  be  of  the  most  general 
nature;  and  every  quantity  that  possesses  that 
quality,  is  an  Element  iu  that  science,  no  matter 
Avliat  its  nature  be,  or  AvUat  otlier  qualities  it  may 
possess. 

Thus  ever}’  substance  Avhich  possesses  div'ers 
qualities  will  be  an  element  iu  us  many  sciences 
as  it  has  qualities.  And  single  qualities  may 
exist  in  quantities  of  the  most  divers  natures. 
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r It  tluLS  happens  that  in  every  science  there  are 
I elements  of  the  greatest  possible  diversity  of  form 
I ami  nature. 

Thus,  the  science  of  Arithmetic,  or  Algebra,  is 
the  science  of  niimh<*r  or  nn*a.<ure;  am!  con<e- 
qiiently  Avhatever  may  be  numbrred  or  iimasimMi, 
is  an  arithmetical  or  algebraical  element.  Tims, 

I quantities  of  the  most  di\'rrs  natures  are  brought 
i under  the  dominion  of  Algebra,  or  Arithmetic, 
j simjily  from  their  capability  of  being  measured. 

! Thus  time,  space,  velocity,  matn'ial  siibstanc*'fl 
of  all  sorts,  Avhicli  haA*e  no  other  projierty  iu 
common  hut  the  capability  of  being  measured,  are 
all  algebraical  elements. 

So  the  scienci'of  Mechanics,  in  its  most  general 
form,  treats  of  forces.  And  these  fnrees  are  of 
the  most  diA-ers  natures  and  forms,  and  agree  in 
iiotliing  except  that  theiretiects  may  he  measured. 

The  general  definition  of  force  in  Mechanics  is, 
Anything  that  causes.,  or  tends  to  cause.,  mofinii, 

Tims,  some  forces  are  incorporeal,  invisible, 
and  intangible,  like  gravity. 

Others  may  be  material  and  corporeal,  like  the 
human  arm,  or  animals,  or  a stream  of  water. 

So  there  is  the  force  of  the  Avind,  ami  of  sti-am. 

Otliers  are  explosive,  like  gunpowder. 

Now,  all  these  forces  of  the  most  diverse  natures, 
are  all  meclianical  elements,  beeau'^e  they  all 
satisfy  the  general  mechanical  definition  of  f.irce. 

8o  also  in  C'hnnistry,  a\  hich  is  the  seieiicc  of 
the  combination  of  bodies,  there  are  elements  of 
the  most  dh'erse  natures,  solid,  liijuid,  and  aeriform. 

Now,  Politu  al  Economy  is  the  science  of  A’alues, 
or  Exchanges;  and  Ec'iuomisTs  are  agreed  that 
the  test  of  Avealth  is  its  capability  of  ln*ing  ex- 
changed. It  is  exclusively  foumhal  on  the  idea 
or  conception  o\' exchaHgeahility.,\\\\d  coiisec[Uentlv, 
folloAving  the  analogy  of  every  other  [)hA>ical  sci- 
ence, WHATEVER  caii  be  exchanged  is  an  econo- 
mical element,  AvIiatOA  er  iis  nature  be,  material  or 
immaterial,  enduring  or  evaiiesci  nt. 

We  have,  tinui,  this  fiuulamental  conception  in 
Political  Economy,  that  whatever  can  be  ex- 
changed separately,  h an  ecoiioiiiio  element,  or  an 
article  of  wealth;  and  the  totality  of  economic 
elements  is  the  Avealtliof  a country,  or  the  domain 
of  Pulitieal  Economy. 

Tile  criterion,  then,  of  an  economic  element  is 
this: — Can  it  be  valued?  Can  it  be  exchanged 
for  anything  separately,  and  iudeiieiidcmly  of  any- 
thing else  ? 

This  criterion  may  seem  a very  simple  one.  and 
we  think  Avould  meet  with  general  assent;  and 
yot  its  application  requires,  iu  many  cases,  a 
knowledge  of  Luav  and  Equity,  and  is  the  test 
Avhicii  ex[»lains  the  fallacy  of  some  of  the  most  plau- 
sible but  fatal  currency  scliemes,  Avhicli  have  pro- 
duced tiie  most  terrible  catastrophes  in  the  world. 

Arguing,  then,  from  the  general  analogy  of  the 
other  [ihysical  sciences,  avc  should  naturally  ex- 
pect to  find  economic  elements  of  a great  variety 
of  difiereiit  forms  and  natures,  which  sliall  possess 
no  quality  in  common,  but  that  of  being  measured 
in  value. 

Thus  AA’e  have,  as  elements  containing  the  jirin- 
ciple  of  exchangeability,  some  that  are  material 
and  emhiring,  some  that  are  material  but  perish- 
able, ami  some  that  are  material,  and  Avho^e  very 
use  inqilies  desirnction. 

So  there  are  incorporeal  elements,  Avhich  perish 
in  the  using,  like  music,  instruction  of  all  sorts,  &e. 
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There  are  incoi*poreal  elements,  which  last  only  | 
a limited  time,  like  instruments  of  credit  of  all  I 
s rts,  copvri^dits,  patents,  ike. 

There  are  incorporeal  elements,  which  contain 
r } principle  of  decay  in  them  at  all,  as  the  Tunds, 
s nires  in  commercial  companies  of  all  sorts, 
j round-rents,  the  goodwill  of  a business,  &c. 

Now  each  of  these  is  an  economical  element,  or 
j n article  of  wealth,  as  long  as  it  exists,  and  can 
} e exchanged  ; when  it  ceases  to  exist,  of  course 
i is  no  longer  an  economic  clement,  or  wealth. 

The  same  physical  substance  is  an  element  in  as 
1 lany  sciences  as  it  haspualities.  Thus,  man  is  an 
t rithmctical  element,  because  he  can  be  numbered. 

He  is  a mechanical  element,  because  he  is 
t apable  of  exerting  mechanical  force. 

He  is  a chemical  element,  because  his  body  cou- 
I ists  of  elements  in  combiiiatiou.  ^ j 

He  is  an  economical  element,  because  he  is  ! 
( apable  of  being  valued,  either  in  slave  countries, 

■ ^lierc  he  can  be  corpureally  sold,  like  cattle;  or 
n five  countries,  where  his  services  of  all  sorts 
' an  be  measured  in  mmiey.  The  inlmbitants  of  a 
ountry  are,  therefore,  parts  of  its  wealth,  or,  as 
idam  Smith  said,  j»art  of  its  fixed  capital. 

On  tlic  other  hand,  whatever  cannot  be  mca- 
ured  in  value,  is  not  an  economic  element.  Thus, 
ime  is  not  an  economic  element,  because  it  cannot 
je  valued,  it  canuol  be  bought  and  sold.  Nor  is 
•elocity  an  economic  eiement ; but  space  may  be, 
jecause  space  may  be  bought  and  sold. 

The  Ldtv  of  Cohtiniritij  will  enable  us  to  elimi- 
late  the  intrusive  dements,  which  have  some- 
inies  been  held  to  be  necessary  to  the  detiiiition 
)f  wealth.  Thus,  various  writers,  all  admitting 
hat  exchangeability  is  a necessary  quality  of 
wealth,  have  clogged  it  with  other  ideas  as  requi- 
iite  to  it,  such  as  labour,  materiality,  durability, 
ind  utility. 

Now,  with  respect  to  labour,  it  is  perfectly 
andoubted,  that  differing  quantities  of  labour  in 
Qo  way  whatever  affect  the  values  of  tlie  same 
4ualities  of  articles. 

If  a man  finds  a nugget  of  gold  in  ten  minutes, 
and  another  man  takes  twelve  months  to  tind  a 
precisely  similar  one,  that  causes  no  ditieivnce 
whatever  in  their  value. 

If  a man  finds  a diamond,  it  makes  no  diffe- 
rence whatever  in  its  value  whether  it  be  found 
after  the  labour  of  an  hour,  or  a day,  or  a week,  or 
a month,  or  a year,  or  any  number  of  years.  Hence 
we  see  that  varying  degrees  of  labour  have  no  in- 
fluence oil  value.  Now  the  Law  of  Continuity  says, 
that  that  ichich  /.s'  true  up  to  the  limits  is  true  at  the 
limit;  and  as  we  find  that  varying  degrees  of 
labour  do  not  affect  value,  if  we  diminish  the 
labour  to  0,  the  same  doctrine  must  be  true,  and 
hence  we  eliminate  labour  from  the  definition  of 
wealth. 

Moreover,  we  observe  that  there  are  many 
things  which  may  have  any  (juantity  of  labour 
bestowed  on  olitaining  them,  and  yet  have  no 
value  ; as,  for  instance,  the  oyster-shell,  in  which 
the  pearl  is  found,  or  the  rubbish  in  wiiieh  the 
diamond  is  found,  which  have  no  value,  although 
obtained  with  exactly  the  same  labour  as  the 
pearl  and  the  diamond. 

There  are  also  many  things  which  have  value, 
upon  which  no  labour  at  all  lias  ever  been  be- 
stowed, such  as  instruments  of  credit,  space  in 
towns,  &c. 


Hence  wc  set  that  Lauour  is  not  the  Essence, 
hut  the  Accij>E'.t  of  Wkaeth. 

Wo  theretoie  eliminate  Larocr  from  the 
definition  of  Wealth. 

We  next  observe  that  there  are  things  of  all  sorts 
which  have  value,  which  have  various  degrees  of 
durability  ; thus,  a watch  lasts  very  long;  clothes 
last  a shorter  time;  food  a still  shorter  time; 
and  hence,  as  that  whicli  is  true  iq>  to  the  limit, 
is  true  at  the  limit,  it  follows  that  the  durability 
of  wealth  ma\  bo  reduced  to  the  least  possible 
time,  and  yet  it  is  wealth. 

Hence,  we  see  that  Durabimtt  is  not  the  Es- 
sence, hnt  the  Vccident  q/' Wealth. 

We  therefoie  eliminate  Durability  from  the 
definition  of  AAValtli. 

This  at  once  furnishes  an  answer  to  Adam 
Smith  and  Mr  .Mill. 

Smith  says  ( Book  II.,  c.  Hi.),  that  “ The  labour 
of  a servant  is  unproductive,  and  adds  to  the 
value  of  nolliing ; but  the  labour  of  the  manufac- 
turer fixes  and  realises  itself  in  some  particular 
suliject,  or  vendible  commodity,  which  lasts  for 
some  time  at  h ast,  after  that  iabour  is  past.  It 
is,  as  it  were,  a certain  quantity  of  labour,  stocked 
and  stored  iq^  to  be  enqdoycd,  if  necessary,  on 
some  otlier  occasion.  * * * 

“The  labour  of  .some  of  the  most  respectable 
orders  in  tlie  society  is  like  that  of  menial  ser- 
vants, uiqn'odiictive  of  any  value,  and  does  not 
fix  or  realise  itself  in  any  permanent  subject,  or 
; vendible  comioodity,  which  endures  after  that 
labour  is  past,  and  for  which  an  equal  quantity 
of  labour  could  afterwards  be  procured.  The 
sovereign,  for  example,  with  all  the  officers  both 
of  jastice  and  war  who  serve  under  him,  the 
Avh'ole  army  and  navy,  are  un]>roductive  labourers. 
Tliey  are  the  servants  of  the  public,  and  ai*e 
maiutaiued  by  a part  of  the  annual  produce  of 
the  industry  of  other  people.  Their  service,  how- 
cv'cr  honourable,  how  useful,  or  how  necessary 
soever,  produces  nothing  for  which  an  ecpuil 
quantity  of  service  can  afterwards  be  procured. 
The  protection,  security,  and  defence  of  tlie  com- 
monwealth, the  effect  of  their  labour  this  year, 
will  not  purchase  it.s  protection,  security,  and 
defence  for  tin-  year  to  come.  In  the  same  class 
must  be  rank*  d some  both  of  the  gravest  and  most 
important,  and  some  of  the  most  frivedous  profes- 
sions; churchmen,  lawyers,  physicians,  men  of 
letters  of  all  kinds;  players,  buffoons,  musicians,^ 
ojiera  singers,  ojtera  dancers,  ike.  The  labour  of 
the  meanest  of  these  has  a certain  value,  regulated 
by  the  very  same  principles  which  regulate  that 
of  every  other  sort  of  labour ; aud  that  of  the 
nobk'st  and  most  useful  lu'oduces  nothing  which 
could  afterwards  purchase,  or  procure  an  equal 
quantity  of  labour.  Like  the  declamation  of  the 
actor,  the  harangue  of  the  orator,  or  the  tunc  of 
the  musician,  the  work  of  all  of  them  perishes  in 
the  very  instant  of  its  production.” 

Smith  says  that  the  labour  of  soldiers  aud 
judges  is  unproductive,  because  the  protection 
aud  Security  purchased  by  it  this  year,  will  not 
i purchase  it  fbr  tlie  next  year.  He  might  just  as 
well  have  said  tliat  those  who  sell  food  of  all 
sorts  are  unproductive  labourers,  because  the 
dinner  which  we  eat,  and  which  supports  us  to- 
day, will  not  supi)ort  us  tiwnorrow;  or  that  a 
1 tailor  is  an  unproductive  labourer,  because  the 
I clothe.s  we  wtar  out  this  year  will  not  protect  us 
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next  year.  Tic  has  not  given  ns  the  least  notion 
of  how  long  things  must  last  after  they  arc  pro- 
duced, before  tliey  are  destniyed,  to  entitle  their 
producer  to  be  called  a productive  Iab(mrer. 
Hence  the  degree  of  duraliility  is  immaterial, 
lienee  by  the  Law  of  Continuity  we  may  elimi- 
nate it  altogether. 

The  same  observations  apply  to  Mr.  Mill.  He 
tells  us  at  page  8,  vol.  i.,  that  Everything  forms 
therefore  a part  of  wealth,  which  has  n power  of 
purchasing^' — a definition  which  is  perfectly  un- 
exceptionable, aud  is,  in  fact,  the  true  one.  Now 
this  definition  is  manifestly  perfectly  generab  and 
therefore,  according  to  it,  eveiything,  no  matter 
what  its  nature  be,  for  which  anything  can  be 
had  in  exchange,  is  Wealth.  This,  manifestly, 
is  contrary  to  Smith's  notion  in  the  last  extract, 
for  as  the  labour  of  the  soldiers,  judges,  musi- 
cians, &c.,  is  paid  for,  and  therefore  has  povvxT  of 
purchasing,  it  must  be  wealth.  But  at  page  59 
of  the  same  volume,  when  he  comes  to  enumerate 
wluit  he  considers  to  be  Wealth,  he  says  that 
utilities  produced  by  labour  are  of  tliree  sorts; 
utilities  fixed  and  embodied  in  outward  objects; 
utilities  fixed  and  embodied  in  human  beings; 
and  lastly,  utilities  not  fixed  or  embodied  in  any 
object,  but  consisting  in  a mere  service  rendered, 
lie  then  says,  “ Utilities  of  the  third  class,  con- 
sisting in  pleiisures  which  only  exist  wliilc  being 
enjoyed,  and  services  which  only  exist  while 
being  |)crformed,  cannot  be  spoken  of  as  wealth, 
except  by  an  acknowledged  metaphor.  It  is 
essential  to  the  idea  of  wealth,  to  be  susceptible 
of  accumulation  ; things  Avhich  cannot,  after  be- 
ing produced,  be  kept  for  some  time  before  being 
used,  are  never,  I think,  regarded  as  wealth,  since 
however  much  of  them  uuiy  be  jiroduced  ami 
enjoyed,  the  person  benefited  by  them  is  no  richer, 
is  nowise  imiiroved  in  circumstances.  But  there 
is  not  so  distinct  a violation  of  usage  in  consider- 
ing as  wealth  any  lu'oduct  which  is  both  useful 
aud  susceptible  ot'  accumulation.  The  skill,  aud 
the  energy,  and  perseverance  of  the  artisans  of 
a country,  are  reckoned  part  of  its  wealth,  no  less 
than  their  tools  aud  machinery.  According  to 
this  delinitiou  we  should  regard  all  labour  as  pro- 
ductive, which  is  employed  in  creating  permanent 
utilities,  whether  embodied  in  human  beings,  or 
in  any  other  animate  or  inanimate  objects.” 

It  is  quite  clear  that  this  last  extract  is  incon- 
sistent with  Mr.  Mill's  own  definition  of  wealth, 
which  was  perfectly  general.  For  here  he  has 
introduced  the  limitation  that  wealth  must  be 
susceptible  of  accumulation.  But  here  he  does 
not  say  what  is  the  degree  of  pet'manence  which 
objects  must  possess  to  be  called  wealth.  Js  it 
to  be  a minute,  or  an  hour,  or  a day,  or  a month, 
or  a yeary  The  durability  of  a minute  will 
satisfy  Mr.  IMiirs  re(|uiremeut  of  “some  time,” 
as  vrell  as  a year.  Aud  therefore,  by  the  Law  of 
Continuity,  we  eliminate  durability  altogether. 

But  the  fact  is,  tliat  Socrates,  with  his  strong 
common  sense,  settled  the  matter  centuries 
ago.  In  the  Dialogue  of  vEschines  Sochaticus, 
which  we  have  given,  the  question  discussed  was, 
AVhat  was  wealth?  And  Socrates  rightly  de- 
cides, that  whatever  will  purchase  anything  else 
is  weallh.  He  says  that  if  a man  gains  his  living 
by  giving  instruction,  that  instruction  is  as  much 
wealth  as  gold  or  silver.  Thus  we  see  that  the 
principles  of  Inductive  Logic  and  Socrates  arc  in 
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complete  harmony  with  cacli  other.  We,  there- 
fore, altogether  ivject  the  notion  that  any  degree 
of  permanence  is  necC'Sary  to  weallh. 

With  respect  to  materiality,  we  cannot  apply 
the  Law  of  Contiiniity  to  that,  because  lliore  are 
not  various  degrees  of  materiality.  A quantity 
is  either  wholly  material  or  wliolly  immaterial, 
and  cannot  jiass  from  one  slate  into  the  other. 
But  as  there  are  enormous  masses  of  incorjioreal 
property,  which  are  bought  and  sold  every  day, 
just  the  same  as  corporeal  imqierty,  that  is  quite 
suffieient  to  eliminate  materiality  from  the  con- 
ception of  wealth. 

AVith  respect  to  utility,  that  is  so  vague  and 
uncertain,  that  it  is  impossible  to  say  Avhat  it  is. 
There  is  no  such  thing  as  absolute  utility.  It 
entirely  depends  njjou  the  individual.  It  is 
sini])ler  to  say  that  what  people  want  and  will  pay 
for,  is  useful,  or  weallh. 

AVe  therefore  eliminate  all  intrusive  elennmt.^, 
and  finally  have  exehangeabiliiy,  as  the  sole  idea 
of  wealth.  Aloreover,  all  degrees  of  exchange- 
ability are  excluded  by  the  same  Law  of  Ouiii- 
nuity.  If  a thing  is  exchangeable  at  all,  it  is 
^vealth,  quite  imlependeiilly  of  the  area  of  its 
exchangeability.  There  is  probably  nothing 
which  has  universal  exchangeability.  Place  gold 
money  in  a position  where  it  ceases  to  be  ex- 
changeable, and  it  is  not  wealth.  AVhat  use 
would  a bag  full  of  sovereigns  be  among  the  Red 
Indians,  or  in  the  centre  of  Africa  ? Hence,  if  a 
thing  ])ossesses  the  lowest  degree  of  exdiange- 
ability,  it  is  wealth.  This  doctrine  is  of  great 
importance  in  the  subject  of  Credit;  because  there 
are  enormous  masses  of  credit  which  never  per- 
form more  than  a single  exchange,  and  yet  they 
are  to  be  accounted  as  weallli,  as  mueli  as  more 
general  forms  of  credit.  In  fact,  probably  the 
largest  portion  of  the  circulating,  or  purchasing, 
poorer  of  this  country  consists  uf  credit,  which 
never  moves  but  once. 

The.se  considerations  shew  that  va^t  quantities 
of  jiroperty  must  be  brought  into  Political  Eco- 
nomy, which  have  never  been  alluded  to  in  any 
English  M’ork  on  the  subject,  such  as  Copyright, 
Patents,  Annuities  of  all  sorts,  which  quite  over- 
throw many  doctrines  which  are  considered  as 
fundamental. 

Application  of  the  T^aw  of  Continuity  to  settle  the 
Definition  of  Consumption. 

The  Laic  of  Continuity  may  be  very  exten- 
sively used  to  'settle  most  of  the  other  fimdamental 
couceptioiis  of  Political  Economy.  Thus,  wo 
may  use  it  to  eliminate  the  intrusive  element 
from  the  Definition  of  Consumption.  'Diat  word 
is  used  frequently  to  mean  destruction.  But 
things  whicli  are  purchased,  are  ot  all  degrees  of 
destriictibilit}’,  from  infinity  downwards.  Hence, 
as  the  word  “consumers”  is  taken  to  mean  pur- 
chasers, whether  the  tiling  imrchased  be  destruc- 
tible or  not,  it  is  quite  clear  that  destruetibility 
is  the  intrusive  element,  and  that  the  true 
economic  meaning  of  consumption  is  simply 
purchase. 

Application  of  the  Law  of  Coniinuify  to  determine 
the  Dejinition  aud  Limits  of  the  Currency. 

AVc  shall  now  treat  of  a very  importaut  appli- 
cation of  the  Law  of  Continuity — namely,  to 
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e ;amine  the  controversies  regarding  the  definition 

0 currency. 

The  controversies  as  to  wliat  should  be  included 
n ider  the  term  “currency,”  had  not  begun  in 
J dam  Smith’s  day,  and  consequently  he  does  not 
d SCUS5  the  point,  liut  it  is  quite  clear  from  his 

V ork,  that  he  included  all  forms  of  ]>aper  credit 
u ider  the  term  money,  or  currency. 

In  15ook  IT.,  c.  i.,  he  classes  as  floating  capital, 
t e Money  by  means  of  which  things  are  distri- 

1 ited  to  their  ])n>per  consumers,  lie  tlieii  treats 
I iper  money  as  in  all  res]iects  the  same  as  gold 
a id  silver  for  economical  purposes.  lie  says — 
( look  11.,  c.  ii.) — “There  are  several  tUfferent 
s rts  of  paper  money  ; but  tlie  circulating  notes  of 
I inks  and  bankers  are  the  species  which  is  best 
k aown,  and  Avhicli  seems  best  adajited  for  this 
j irpose.”  Here  he  expressly  says,  there  are 

0 her  sorts  of  paper  money,  which  jierform  the 
f nction  of  circulation,  besides  bank  notes.  Now, 

Y hat  are  these  other  sorts  but  bills  of  exchange 
a h1  other  forms  of  credit  ? He  then  shews  that 

1 (Ilk  notes  Serve  all  the  purposes  of  money. 
J ml  how  can  one  species  of  debts  be  currency 
aid  others  not?  In  Hook  III.,  c.  i.,  he  speaks 
o’  the  commerce  which  is  carried  on  by  every 
c vilized  society,  between  the  inliabitants  of  llie 

t wn  and  the  coimtrv.  “It  consists  of  the  ex- 

• 

c lange  of  rmle  fur  manufactured  produce,  either 
i:  iinediately  or  by  the  intervention  of  money,  or 
o so7ue  sort  of  paper  trhich  I'epresents  money. 

J o\v,  as  bills  of  exchange  perform  the  greatest 
];  irt  of  these  exchanges,  it  is  jierfectly  clear  that 
b luith  considered  them  as  part  of  the  money  or 
c irrency  of  the  country. 

\\‘g  think,  therefore,  that  it  is  perfectly  certain 
f om  these,  as  Yvell  as  many  other  passages  that 
n iglit  be  cited,  that  Smith  clearly  meant  that  all 
f nils  of  credit  were  ]>art  of  the  currency.  And 
t is  continneii  to  be  the  opinion  of  tlie  great  majo- 
r ty  of  writers  and  speakers,  as  is  fully  shewn 
n ider  the  word  Currency,  till  a comparatively 
r cent  ])eriod. 

In  recent  times,  however,  a dilVerent  o]»inion 
L is  been  adopted  by  an  influential  sect  in  this 
c iiinlry.  'J’his  doctrine  began  to  ajqicai*  before 
t ,e  Committee  on  the  Hank  Charter  Act  in 
] <i'2y  and  still  more  strongly  before  that  of  1840. 
G hey  exclusively  limit  tlie  term  currency  to 
3 aifk  Notes  jiayable  on  deiiiand  only,  and  rigor- 

0 isly  exclude  all  other  forms  of  pajier  credit 
f lUn  that  term;  and  they  maintain  that  there  are 
c ’rtain  laws  \\  hicli  apply  to  Hank  Notes,  jiayable 
c J deiiiaml,  and  not  to  other  lurms  of  credit. 

This  opinion  they  siqipurt  by  certain  legal 
r ‘asuns,  which  we  shall  not  investigate  here,  as 
t lat  is  fully  dune  under  C'nrreiicy.  AVe  shall 

1 erely  apply  the  Law  of  ContimiUy  to  ascertain 
T hetl'cr  tliis  distinction  is  tenable  or  not. 

The  fundamental  eoiieeptioii  of  a Currency 

V liich  we  have  obtained  (Currency),  at  once 
s lews  the  untenable  nature  of  this  distinction.  AVe 
1 ive  shewn  that  Aristotle  gave  the  true  concep- 
t on  of  a currency,  that  it  is  a pledge  that  we  may 
t feet  a future  exchange.  It  is,  in  fact,  the  repre- 
s iitative  of  debt,  or  of  services  due,  and  for 

Y hich  no  equivalent  has  been  received.  And 
t lis  pledge  may  either  be  in  the  material  and 
g meral  form  of  inone}',  which  is  only  the  highest 
a id  most  general  form  of  Credit,  or  it  may  be  in 
t e incorporeal  and  particular  form  of  Credit, 


whether  ex]tres-ied  on  paper  or  not.  Nowit  is 
perfectly  clear  that  there  can  be  no  distinction  in 
principle  between  a debt  promised  to  be  paid  one 
year  hence,  or  ele\'en  montlis  hence,  or  ten  months 
hence,  or  one  month  hence,  or  a Aveek  hence,  or  a 
day  hence. 

Hence  it  is  < lear  that  the  different  degrees  of 
the  distance  of  payment  do  not  affect  the  nature 
of  the  thing.  Therefore,  by  the  Law  of  Continuity^ 
that  Yvhich  is  true  up  to  the  limit  is  true  at  the 
limit;  if  we  diminish  tlie  postponement  of  the 
payment  to  0,  it  is  quite  clear  that  it  cannot 
affect  tlic  natinv  of  the  instrument.  Hence  there 
can  be  no  possible  distinction  in  iirinciple  betAveen 
notes  payable  ai  any  date  after  demand,  and  those 
payable  on  demand. 

Nor  can  a debt  in  one  form  be  diflereiit  in 
its  nature  from  a debt  in  another  form,  hence  a 
promise  to  pay  - aiiuot  be  different  in  kind  from 
an  accejitance,  Itecause  they  are  both,  in  fact,  en- 
gagements to  pay. 

Hence  there  is  no  distinction  in  kind  betAvecn 
Bills,  or  Notes,  payable  afterdate,  or  on  demand. 

The  jialpable  absurdity  of  supposing  that  tliere 
is  any  distinctii  n in  principle  betAveeii  notes  pay- 
able on  demand,  and  after  a certain  date,  Avill 
apiiear  still  nioie  strongly  if  Ave  take  a particular 
case.  It  used  to  be  the  custom  of  country  banks 
ill  this  country  to  issue  notes  payable  at  certain 
dates  after  demand,  for  the  sake  of  jirotecting 
themselves  from  a sudden  demand  for  gold,  Avhen 
communication  Avith  the  metrojiolis  Avas  sIoav. 
In  some  districts  these  notes  AA'ere  payable  20 
days  after  demand.  Now.  tlie  express” doctrine 
of  tlie  sect  aboAC  alluded  to,  excludes  these  notes 
from  the  term  currency.  Noav  these  notes  jiassed 
from  hand  to  hand,  and  circulated  goods  just  in 
the  same  AAay  a."  if  they  Avere  jiayable  on  demand. 
And  Ave  may  a^k, — If  they  Avere  not  currency, 
Aviiat  Avere  they  ? Moreover,  they  bectame  cur- 
rency on  the  day  they  became  payable.  Noav, 
of  course  they  Avere  only  payable  during  business 
hours.  So  Ave  IniA'e  this  consequence  : — Hiiring 
the  10  days  they  Avere  circula/ing,  they  Avere  not 
currency.  They  Avero  not  currency  until  the  first 
stroke  of  the  clock  at  Avhich  the  bank  doors  AA'cre 
opened.  At  tin  last  stroke,  aa  hen  the  bank  doors 
Avere  opened,  th-‘V  AA  cre  payable  on  demand  ; and 
then,  at  one  stroke  of  the  chick,  in  the  twink- 
ling of  an  eye,  they  Avere  suddenly  transmuted 
into  currency  ! Heiiig  something  before,  of  Avhich 
Ave  have  no  knoAvIedge,  in  a single  instant  they 
changed  their  nature,  and  became  currency ! 
Can  the  force  of  absurdity  go  further  ? Hence 
we  see  that  the  Law  of  Continuity  entirely  anni- 
hilates  The  false  distinction  Avhich  has  been 
erected  between  diflereut  forms  of  paper  credit. 

Application  of  the  Law  of  Continuity  to  Ricardo's 
iJistinction  bei'Ceen  Fixed  and  Floatittg  Capital. 

Adam  Smith  has  divided  Stock  into  tAA'o  fun- 
damentally distinct  portions:  one,  Avliich  the 
owner  u&es  diiectly  for  himself,  Avhich  he  calls 
revenue ; the  other  Avhich  he  employs  for  the 
purpose  of  profit  or  production,  Avhich  he  calls 
capital.  And  in  this  distinction  he  has  been 
folloAved  by  nearly  every  other  Economist.  The 
distinction  is  manifestly  a just  one,  and  founded 
ill  nature;  because  the  oue  is  a stationary  quan- 
tity, and  the  other  is  an  increasing  one.  Mr. 
AlcCulIoch,  it  13  true,  has  objected  to  this,  and 
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denominates  capital  the  accumulation  of  existing 
products.  (Capitai^  § 31.)  Hut  lie  has  evidently 
missed  the  true  gi*ound  of  the  distinction  Avhicli 
is  founded  in  nature. 

Noav  aa^c  see  that  Smith  makes  the  distinction 
lietAveen  Capital  and  Revenue  to  con.sist  exclu- 
siA'pIy  in  the  method  of  using  the  thing,  or  to 
reside  in  the  mind  of  its  OAvner,  and  not  to  be 
anything  inherent  in  the  tiling  itself. 

Hut  Smitli  has  further  subdivided  Capital  itself. 
And  liis  distinction  is  an  exact  analogy  Avhli  his 
distinction  between  Cai>ital  itself  ami  Revenue, 
namely — it  is  according  to  the  method  of  using 
the  thing,  and  not  according  to  the  nature  of  the 
thing  itself.  He  divides  Cajdtal  into  Fixed  and 
Floatiny^ ; the  former  being  Capital  Avhich  re- 
mains in  possession  of  the  Capitalist,  and  from 
Avhich  he  only  makes  a jirofit  by  its  use;  the 
latter  being  that  wliich  juisses,  or  floats  aAvay 
from  him  altogether,  and  whose  value  only  is 
rejilaced  to  him  by  the  purchaser.  Noav  this 
distinction  is  by  no  means  futile  or  unnecessary  ; 
it  is  attended  by  very  iinj>ortant  consequences. 
As,  for  instance,  the  too  rapid  conversion  of  float- 
ing into  fixed  Capital  may  be  productiA*e  of  very 
.serious  inconvenience  to  a country. 

Ricardo,  hoAvever,  has  totally  missed  the  true 
nature  of  Smith’s  distinction  between  fixed  mid 
floating  cajiital,  and  has  introduced  Avliat  Mr. 
Senior  has  aptly  termed  a cross  distinction.  He 
says  {Frinciplcs  of  Fohtical  Ec<momy  and  Taxa^ 
tion^  3rd  edit.,  \t.  2G,)  “According  as  Capital  is 
raijidly  perisliable,  and  requires  tu  be  frequently 
reproduced,  or  is  of  slow  consumption,  it  is  classed 
under  tlie  hemls  of  circulating,  or  of  fixed  cajntal.” 
Now  this  is  a distinction  of  a totally  diflereut 
nature  from  that  of  Smith,  because  it  makes  the 
distinction  reside  in  the  nature  of  the  thing  itself. 
^loreoY’er,  as  Ricardo  says  in  a note  to  this  very 
]>assage,  “A  division  not  essential,  and  in  Avliich 
the  line  of  demarcation  cannot  be  accurately 
draAvii.”  This  last  expression  is  jierfectly  true. 
Capital  is  of  all  degrees  of  jierishability,  and 
Avhere  is  the  exact  line  to  be  draAvii  betAveeu 
flxed  and  floating  cajiital  ? At  Avhat  degree  of 
])crishability  does  one  shade  into  the  other  ? The 
Law  if  Continuity  shcAvs  there  can  be  no  such 
point.  The  distinction  is  tlicrefore  a false  one. 
The  true  distinction  lies  in  the  method  of  uses 
not  ill  tlie  de>^ree  of  periskahility.  It  is  (piite 
clear,  that  if  we  take  Ricardo’s  distinction,  tlio 
expression  of  converting  floating  into  fixed  capital, 
becomes  absolute  nonsense;  Avhereas,  wlieii  it  is 
reterred  to  method  of  use,  it  is  intelligible  ami  of 
great  importance. 

Applfcatioti  of  the  Law  of  Continuity  to  the 
Ricardian  System  of  Political  Kconomy. 

AVe  have  shewn  that  Condillac  imblished  a 
treatise  in  the  same  year  as  the  Wealth  of  Na- 
tions ajipeared,  in  which  he  treated  Economic 
Science  as  the  Science  of  Commerce,  or  of  Ex- 
changes, and  this  is  the  concejition  of  it,  Avhicli 
is  now  becoming  general  among  modern  econo- 
mists. Condillac  having  formed  this  concejitioii 
of  it,  instinctively  from  the  analogy  of  Physical 
Science,  never  supjiosed  it  possible  that  there 
could  be  more  than  oue  general  Theory  of  A’'alue. 
He  shcAvs  that  all  variations  of  A’lilne  arc  caused 
by  Y'ariations  in  the  intensity  of  the  deinand  and 
the  quantity  of  the  supply.  This  treatise,  Iioav- 


ever,  was  generally  neglected,  and  Smith’s,  Avhich 
was  published  the  same  year,  shortly  attained 
universal  celebrity,  and  became  the  princijial 
Avork  on  (he  subject. 

Ricardo,  the  next  most  influential  writer  in  this 
country,  has  noAvhere  expressly  stated,  Avhat  his 
conception  of  the  Science  aa'us.  But  it  is  clear 
from  his  Avork,  that  the  idea  of  it,  which  Avas 
floating  in  his  mind,  was  the  same  as  tliat  of  Con- 
dillac. And  this  view  is  iioav  becoming  general 
among  economists,  and  in  accordance  Avith  this 
conception,  it  ma}'  be  defined  to  be  the  Science 
Avhich  treats  of  the  Laws  which  Regulate  theEx- 
chanseahle  Relations  of  Quantities.  The  ex- 
changeable relation  of  any  two  quantities  Avhat- 
ever,  being  denominated  their  A ulue  Avith  respect 
to  each  other. 

The  object,  then,  of  Political  Economy  is  to 
ascertain  the  LaAvs  of  A^alue. 

Assuming  this  to  be  the  case,  let  A and  B be 
any  tAVo  quantities  AvhatoA'er,  siijiposed  jierfectly 
general,  it  is  quite  clear  that  their  exchangeable 
relatious  are  contained  in  the  folloAving  limits  : — 
oc  A — 0 B 

&c.  = &c. 

2  A = ^ H 
A = H 
i A = 2 H 
See.  = &c. 

0 A = X H 

That  is  Avliere  the  exchangeable  relation  be- 
tAveeii  A and  H gradually  and  continuously 
changes,  from  Avhere  the  greatest  possible  quantity 
of  A Avill  exchange  for  the  least  jAossible  quantity 
of  H,  to  Avhere  the  least  possible  iiiiantily  of  A 
Avill  exchange  for  the  greatest  jiossible  quantity 
of  H. 

Noav,  the  Law  of  Continuity^  as  stated  by  Dr. 
AA’hoAA'ell  Org.  Renov.^  221),  says  : — 

“ That  a quantity  cannot  pas.s  from  oue  amount  to 
amdher  by  any  change  of  conditions^  without  pass- 
itig  through  all  intermediate  degrees  of  magnitude^ 
according  to  the  intermediate  conditions'' 

He  also  says,  p.  223,  “ The  evidence  of  the  Luav 
of  Cuiitinuity  resides  in  the  universality  uf  those 
ideas  Avhicli  enter  into  our  ajipreUeusiou  of  LaAvs  of 
Nature.  AAMien,  uf  tAVo  quantities,  one  dLjieiids 
upon  the  otlier,  the  I.aAV  of  Continuity  necessarily 
goA*enis  this  dependence.  Exery  jihilosopher  has 
the  pOAver  of  ajiplying  this  law,  in  jn-ojionion  as 
he  has  the  faculty  of  aj)jn*eheiuling  the  ideas 
Avhieh  he  employs  in  his  inductiu.i,  xvitli  the 
same  clearness  and  steadiness  Avhidi  belong  to 
the  fundamental  ideas  of  quantity,  sjiacc,  and 
number.  To  those  avIio  pos&e^s  this  faculty,  the 
laxv  is  a rule  of  very  Avide  and  ilecisive  ajijiii- 
catioii.  Its  use  is  seen  rather  iii  the  disj>ruut  of 
erroneous  viexvs,  and  in  the  correction  uf  false 
propositions,  than  iu  the  invention  of  new  truths. 
It  is  a test  of  truth  rather  lliau  an  hisirumeiit  of 
discoA'cry,”  Avhich  is  the  true  function  of  all  logic. 

Noav,  before  aa'c  examine  any  jiarticular  laws 
Avhich  have  been  jirojiosul  us  regulating  jiarticiilar 
cases  of  value,  xve  may  arilrm,  by  virtue  of  the 
Law  of  Continuity : — 

J.  That  if  it  can  he  indMtably  pri.  ced  that  anv 
partuntlar  law  holds  good  at  xy.'S  one  paint  in  the 
range  of  prices,  that  same  laic  must  necessarily 
hold  good  at  points  throughout  the  whole  range 
of  prices. 

Jl.  That  as  the  symbols  A and  Ii  are  perfectly 
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f*  nertil^  if  ANV  Imv  U'htrfever  can  hn  proved  to  hold 
uid  in  the  vnriaiions  of  the  exchangeable  relations 
<1  ■ ANY  tivo  rptaniides  Khatcoer^  that  same  latr 
V nst  necessarily  hold  }rnod  in  the  exchangeable 
r lathms  o/all  quantifies  whafcvor. 

Thus,  by  the  Laiv  of  Continuity  we  are  enabled 
t > aliirm  ; — 

That  //'ant  law  whatcAwr  can  be  proved  to  he  ' 
t ne  at  an  y one  point  in  the  range  of  prices^  be- 
t 'ecu  ANY  two  quantities  whatever^  that  same  law 
}.  nst  he  necessarily  true  at  points  in  the  range 
c ^prices,  and  between  all  quantities  whatever. 

Tims  we  alKnn  by  virtue  of  the  rriiu*ii>Ie  of 
t le  Continuity  of  Science,  ami  arguing  from  the 
f iialogy  of  every  other  physical  science,  that, 

1 owever  varied  and  complicated  the  ditTercnt 
] heiiomcna  of  value  may  appear  to  be,  there  can 
1 V no  possibility  be  more  than  one  grand  general 
' heoi\v  of  Value,  whatever  it  may  be. 

XoAv  in  the  progress  of  the  ditferent  I*hysical 
i ciences,  ditferent  opinions  have  been  held  as  to 
1 hich  was  the  Irne  general  Theory  of  the  Science. 

] lut  no  one  ever  dreamt  of  su])posing  that  it  could 
1 e built  on  more  than  one  general  theory,  or  be- 
1 eved  in  two  fundamentally  distinct  theories  at 
1 1C  same  time.  In  Astronomy  there  have  been  the 
’ 'lieory  of  Ptolemy,  and  the  Theory  of  Tycho 
' Jrahe,  and  tlie  Theory  of  Copernicus,  all  of 
■ . Inch  may  have  had  their  admirers.  lint  no  one 
1 ver  dreamt  of  believing,  or  being  reipiired  to  i 
1 elieve,  in  all  these  dilforcnt  theories  at  the  same 
1 ime.  Xo  one  ever  wrote  a Treatise  on  Astro-  ' 
] omy,  in  wliich  one  chapter,  or  class  of  idieno- 
: leua,  was  explained  by  the  Theory  of  Ptolemy, 

; notlier  class  of  phenomena  by  the  Theory  of 
'operniens,  and  another  class  of  phenomena  by 
he  Theory  of  Tycho  Ilrahc,  and  tlirce  or  four 
> iher  classes  of  phenomena  by  as  many  diticrent 
lu'ories. 

So  ill  Optics,  there  have  been  the  Emission 
Theory  and  tlie  AVavc  Theory,  both  of  wliich 
lave  had  their  supporters.  Put  neither  jiarty 
ver  thought  it  jiossible  to  believe  in  both  theo- 
ies  at  once,  or  ever  dreamt  of  writing  a Treatise 
n Optics,  in  which  (uic  class  of  phenomena  was 
xplained  by  one  theory,  and  another  class  by  the 
ther  theory. 

So,  throughout  the  range  of  Physical  Science, 
very  one  knows  that  it  is  the  very  object  of 
nductktn  to  obtain  the  one  geiUTul  theory  which 
ics  at  the  base  of  all  the  phenomena.  To  siip- 
)Ose  that  any  Physical  Science  could  be  based  on 
h mullitude  of  conflicting  theories,  would  be 
noiigh  to  make  the  hair  of  every  Physicist  stand 
>11  end. 

And  yet  this  is  exactly  what  Ricardo  does, 
iis  conception  of  tlie  nature  of  the  Science  is 
lerfectly  just,  and  agrees  Avith  that  of  Condillac, 
Uii  ComUilac  never  supposed  that  there  could  be 
n«»re  than  one  general  Theory  of  Value,  and  he 
•iiews  that  all  variations  of  \^iliie  are  reducible  to 
liis  single  general  princiiile.  Rut  how  does 
ti(*ardo  proceed  Y 

In  the  iirst  jdace,  there  are  gigantic  masses  of 
U’operty  which  are  not  even  mentioned  in  his 
vork.  Rut  in  tlie  comparatively  small  portion 
if  wealtli  lie  doi'S  treat  of,  he  says  that  in  one 
■lass  of  cases,  t!ie  \’a!iie  of  things  are  governed 
)V  the  Law  of  Siipi>Iy  and  Demand;  hi  anotlier 
lass  of  cases,  by  tiie  Cost  of  Production  of  the 
iiinga  themselves;  hi  a third  class  of  cases,  by 


the  Cost  of  Production  of  the  last  quantity  raised’ 
in  a fourth  class,  Wages,  by  a ditTerent  laAV  alto- 
gether.  Some  of  his  followers  have  introduced 
another  Luav  of  Value  for  a class  of  cases  not 
mentioned  by  him  ; and  if  Avetako  into  considera- 
tion that  enormous  mass  of  Avealth  of  av hose  exist- 
ence he  does  not  ajipcar  to  be  aAvare,  it  is  necessary 
to  have  at  least  six — probably  many  more — ‘dis- 
tinct and  contriidiclory  Theories  of  Value  to  con- 
struct the  Science  of  Economics ! 

Rut,  more  Ih  in  that,  in  chap,  xxx.,  he  admits 
that  the  Iuav  of  Supply  and  Demand  regulates  the 
l>rices  of  all  commodities  for  a limited  period, 
and  Iheii,  at  some  particular  point,  it  suddenly 
changes  into  the  laAv  of  Cost  of  Production ; and 
then,  as  price  continues  to  change,  it  then  sud- 
denly goes  back  again  to  the  law  of  Supply  and 
Demand. 

That  is  to  say,  that  Avhile  a quantity  is  under- 
going a coutiimons  change  of  magnitude,  it  is 
subject  to  a certain  law  iqi  to  one  point,  at  Avhich 
it  is  subject  to  a totally  distinct  laAV.  As  soon, 
tlien,  as  it  has  passed  through  this  point,  it  sud- 
denly becomes  subject  to  the  other  hnv,  and 
continues  so  during  all  the  remainder  of  its 
changes  of  magnitude.  At  the  very  statement  of 
such  a dnetrim  , it  Avonid  be  instantly  condemned 
by  CA'ery  Pliysicist. 

"Rut  RicaiVlc  had  before  him  what  every  man 
of  science  Avill  sec  to  be  the  true  laAv,  and  yet  he 
failed  to  recognise  its  universality.  lie  quotes 
from  a Avork  of  Lord  Lauderdale’s,  entitled  An 
Inquiry  into  the  Nature  and  Origin  of  Public 
Avhich  contains  little  else  of  any  AA^orth, 
Avhat  is  clearl  V-  the  true  general  laAv  of  Political 
Economy. 

Lord  LaiuUrdale  says,  p.  12,  that  of  tAvo 
quantities  whii  h may  each  vary,  if  Ave  suppose 
the  variation  to  take  place  in  one  of  them  first, 
the  Ollier  reimuniiig  the  same,  its  value  would  be 
infiueucetl  hy  four  causes  : — 

It  would  increase  in  value — 

(1.)  From  a Diminvlion  of  Quantity, 

(2.)  Front  an  Increase  (f  Demand. 

It  Avould  diminish  in  value — 

(1.)  From  an  Increase  of  Qiiantity, 

(2.)  From  a.  Diminution  of  Demand. 

XoAA',  as  till'  variations  of  the  other  quantity 
Avill  be  intlucni'.ed  by  the  same  four  causes,  it  is 
quite  clear  that  tlie  variations  of  both  quantities 
Avill  be  influenced  by  eight  independent  causes, 
and  if  these  be  connected  in  the  form  of  an  alge- 
braical cfpiatioii,  that  Avill  be  manifestly  the  true 
general  ciiuatinii  of  Political  Economy. 

Such  a general  equation  must  manifestly  com- 
prehend the  Avliolc  science;  and  as  it  contains  no 
less  than  eight  independent  variables,  it  at 
once  shcAvs  the  extremely  complicated  nature  of 
the  science. 

Xow,  Ricaido  admits  it  to  be  true  for  all 
monojHiIized  coniinoditics,  and  for  all  others 
during  a limited  period.  Rut  his  Avant  of  training 
in  Indiicth'e  Science  prevented  him  from  seeing 
that  if  it  be  true  iii  any  one  case,  it  must  be  true 
in  all. 

The  fact  is,  that  the  Law  of  Supply  and  De- 
mand., of  Avhii  h the  above  extract  from  Lord 
Laiulcrdale  is  the  full  expression,  is  admitted  by 
all  Economists  to  be  true  aa'Iicu  the  price  of 
things  is  very  Ioav,  and  it  is  also  admitted  to  be 
true  Avlieii  the  price  is  very  high.  No  other  hnv 
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whatever  but  that  of  Supply  and  Demand  operates 
at  the  extremes  of  price ; and,  therefore,  ^ it  is 
manifest,  by  the  Law  of  Continuity.,  that  all  inter- 
mediate prices  must  be  governed  solely  by  the 
same  LaAV  of  Supply  and  Demand.  'J'he  Laic  of 
Continuiiip  therefore,  proves  that  all  the  proposed 
distinctions  of  different  classes  of  cases  arc  utterly 
false,  and  to  be  rejected  from  a true  scientilic 
treatment  of  the  science. 

It  is  quite  manifest  that  the  above  is  the  true 
general  equation  of  Political  Economy,  and  the 
AA'liole  science  must  be  constructed,  taking  that 
equation  as  the  basis. 

In  obtaining  this  general  expression,  avc  have 
folIoAved  the  method  usual  in  all  physical  science. 
We  have  obtained  the  Independent  Variables.^  and 
they  are  connected  in  a General  Luav,  or  Formula. 
This  insures  certainty  in  the  Science.  Rut  it  is 
in  the  last  point  that  the  real  difficulty  arises, 
namely,  in  giving  precision.,  or  numerical  amoiuits, 
to  the  Coefficients.  It  is  difficult,  probably  impos- 
sible to  say,  Avliat  numerical  variations  in  supply 
and  demand  produce  certain  numerical  variations 
in  price.  This  has  been  attempted  in  some  cases, 
as  that  of  corn,  but  it  is  manifestly  impossible  to 
obtain  exact  numerical  data. 

It  is  this  difficulty,  or  rather  let  us  say  the 
entire  impossibility  of  giA'ing  exact  numerical 
values  to  the  coefficients,  that  makes  many  Avriters 
suppose  it  impossible  to  make  Political  Economy 
an  exact  Science.  Thus  Professor  Cairucs,  com- 
menting upon  a former  statement  of  ours,  shoAving 
why  Political  Economy  might  be  made  an  exact 
science,  says  that  for  a science  to  be  an  “ exact  ’ 
one,  it  is  necessary  that  its  laAvs  be  capable  of 
precise  quautitati\"e  statement.  This,  hoAvever,  is 
ail  error  which  has  been  specially  noticed  by 
Comte  (Comte),  Avho  Avcll  points  out  the  diffe- 
rence betAveeu  certainty  and  precision  in  science. 
To  constitute  an  exact  science,  it  is  not  necessary 
that  the  precise  numerical  laws  can  be  ascer- 
tained, but  only  that  the  reasoning  be  exact  or 
certain.  In  Political  Economy  the  causes  of  phe- 
nomena can  be  ascertained  Avith  positive  cer- 
tainty, and  if  wc  Avaiit  to  produce  any  given  eftect, 
the  proper  method  of  producing  it  can  be  pointed 
out  Avith  absolute  certainty.  This  is  all_  that 
is  necessary  to  constitute  it  an  exact  science, 
because  the"  method  of  producing  the  result  lieing 
pointed  out  Avith  certainty,  it  may  be  folloAved 
until  the  required  result  is  produced. 

These  examples,  out  of  many  Avhicli  might  be 
adduced,  avUI  serve  to  sIioav  Iioav  the  ordinary 
principles  of  Inductive  Logic  may  be  used  to 
decide  controA'crsies,  both  as  to  the  Conceptions 
and  the  Axioms  of  Political  Economy. 
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C0PTHI6HT  is  tlie  name  of  a certain  species 
ol  incorjioreal  ]»ropcrty. 

It  is  tfie  exclusive  recoivin^f  tlie  pnifits 

fr  'in  pulilishiiig  ami  selling  works  of  literature 
ai  <1  art. 

e have  fully  exjilaiued  under  Credit  and 
r topEKTy,  that  ]U‘0])erty  is  a right  residing  in 
tl  ? person,  and  that  tliere  may  be  ])ropcrty  in 
tl  ngs  wliieh  already  exist,  and  also  prujKrtv  in 
tli  ngs  wliieli  will  only  come  into  existence  at  a 
fn  lire  periiHl.  The  former  is  usually  called  eorpo- 
re  d ]U’o[>erty,  and  the  latter  incorporeal  |)nipm*ty. 

Ihns  tiiere  in.iy  be  property,  or  the  exi  lusiv'c 
rij  ht,  to  use  a manuscript,  or  a printed  book,  and 
th  -re  may  also  be  tite  property,  or  exclusive 
ri;  lit,  to  multiply  and  sell  cojiies  of  the  mami- 
sc  ipt,  or  book,  and  approjiriate  the  profits.  Tliis 
la  ter  property  is  called  Copyright,  and  is  mani- 
(e:  lly  a distinct  pi-Mjierty  from  the  former. 

iVe  have  also  shewn  tliat  every  future  profit 
wl  atever  has  a present  value,  which  may  be 
b(  ight  and  sold,  like  proi)erty  in  any  material 
ex  .'•ting  substance.  This  mass  of  projterty  re- 
ce  ves  different  names,  according  to  the  stnirce 
ot  tin*  jU’oiii,  such  as  tlie  ^ikkUlHI  {.}{  a business, 
th  jii'tu’iirr  of  a pi'iifession,  the  pttfvnt  of  an  in- 
ve  i;ioii,  the  in  a (‘ommercial  coni])anv,  the 

fn  f/.v,  and  iimut'diva  of  all  sorts,  and  Oopy- 

HI-  HT. 

<ow,  as  eC(.iiornists  arc  agreed  tlnit  whatever 
is  excliangeabie  is  wealth,  it  follows  that  this 
en  rinoiis  mass  of  liropeitv  is  weallli,  nav,  it  is 
pr  babk*  that  I9-2otiis  of  exi>ting  >vealt!i  is  in 
till'  form,  and  yet  tlicre  is  scarcriy  one  Win*d 
all  nt  it  in  any  English  work  on  Political  Eco- 
no ly  ! 

'iie  only  English  work  on  Political  Economy 
th;  t we  arc  aware  of  at  present,  that  even  meii- 
tj;' ;\^i>yright,  is  Dr.  AVhately’s  Lpciarnn  on 
J\  'ilieni  p,  fj,  Avhere  he  say.^  ‘'In  many 

ca?  ,-s  where  an^  oxehaiige  really  takes  ])lace,  the 
fac  is  liable  (lijl  the  attention  is  called  to  it),  to 
be  overlookeil,  in  conseiiuence  of  our  not  seeing 
aii_  actual  transfer  ti’oin  hand  to  hand  of  a mate- 
ria object.  For  instance,  wlien  the  Copyriglit  of 
a I jok  is  Sold  to  a bookseller,  the  article  trans- 
fer ed  is  not  tlie  mere  jtaper  covered  witli  wi’iting, 
bu  tlie  exclusive  of  printing  and  i>ub- 

lisl  ing.  It  is  plain,  however,  on  a moiueni's 
the  ighi,  that  the  transaction  is  us  real  an  ex- 
clii  iige  as  that  which  takes  place  between  the 
boi  kseller  and  his  customers,  v ho  buv  conies 
of  1 he  work.” 

J : is  nuite  clOiir  that  Copyright  is  a species  of 
fix*  d capital.  A\  heu  a jmblisiier  buys  the  Copy- 
rig  i ot  a popular  work,  it  is  manifest  that  i.s  part 
of  1 is  capital.  When  an  author  (iroduces  a work 
lor  wiiieh  there  is  a popular  demand,  and  whose 
Coj  yright  is  therefore  valuable  property,  lie  is 
lan  uestiuiiably  jiroducing  wealth. 

. he  inti odiiction  of  this  s[iecies  of  property 
iiit.  Political  Economy,  which  tan  by  no  possi- 
bil  y be  excluded  from  it,  shews  the  inconsis- 
ten  y of  the  fundamental  conceptions  of  many 
wri  ers.  Ilius  ^Ir.  Mill,  who  says  that  every- 
thi.  g forms  a pait  of  wealth  w hich  has  a power 
ot  'Urchasing,  and  therefore  admits,  by  implica- 
tioi  , that  a Copyright  is  wealth,  speaks  of  the 
pruluctiou  ot  wealtti  as  t[ie  extraction  of  the 
insi:uiueiits  ot  iiiiman  sub>i>tence  and  cnjo^'iiicnt 
Iioii  the  uiatei'ials  ot  the  globe,  thereby  very 


nearly  agi’eeing  with  Adam  Smith’s  notion  of 
Wealth,  as  the  jiroducc  of  land  and  labour.  Hut 
how  is  a Copyright  extracted  from  the  materials 
of  tile  globe  Y J low  is  it  the  produce  of  land  and 
labour  Y 

It  also  shows  (hat  some  theorems  which  he  laj'S 
down  as  fumhimental,  are  not  so.  Tluia  he  says 
that  all  cajiital  is  the  resiiit  of  saving.  Hut  how 
is  a Copyright  tlie  result  of  saving?  He  also 
states  as  anotlier  fundamental  tiieorem,  that 
although  saved,  iml  the  result  of  saving,  all  capi- 
tal is  nevertheless  consumed.  Hut  how^  is  a 
Copyright  consutned  ? He  says  that  “ Capital  is 
kej)t  in  existence  from  age  to  age,  not  by  preser- 
vation,  but  by  perpetual  reproduction,  every  part 
ot  it  is  used  and  destroyed,  generally  very  soon 
after  it  is  jirodiued,  but  those  who  consume  it  are 
employed  meanw  hile  in  producing  more.”  Yol.  i., 
p.  \)'2.  Hut  how  is  Copyright  keiit  in  existence 
by  perpetual  i-oprodiietion  ? How  does  the 
owner  of  a valu-ible  Cojiyright  consume  it,  and 
how  is  he  employed  in  producing  more  ? These 
are  examples  ol  lusty  geiieraii/aitiou  from  too 
small  an  induction  of  facts. 

Copyright,  we  thus  see,  is  a species  of  valuable 
property,  produe.-d  entirely  by  the  demand  of  the 
public  tor  works  of  literature  mid  art.  Jt  is  thus 
pniely  the  creation  ot  dithised  civilization  and 
education,  and  could  not  liave  any  existence,  ex- 
cept from  the  educated  taste  of  the  imbiic,’ ami 
unless  there  were  the  means  of  gratifviii"-  it  at  a 
moderate  expense.  ^ ® 

It  has  been  discussed  whether  there  Ava.s  any 
Copyright  among  the  aneients.  .Mr.  .MT'ullocli, 
(luotiiig  some  well  known  passages,  thinks  there 
was.  HutAve  think  the  pa.<sages  he  aile^^es  do 
not  bear  out  any  such  doctrine.  Thus  lie  quotes 
from  Hie  prologue  to  the  Ii:unuchu.s  of  Terence, 
Avho,  we  are  told  by  Suetonius,  received  8,00<) 
sesterces,  or  Xtid  1:2s.,  for  writing  the  play  to  be 
acted  at  the  Megalensiaii  games.  This  Avas  the 
largest  sum  paid  to  any  poet  for  such  a AA*ork. 
ihis,  IioAvever,  proves  nothing  as  to  Copyright. 
It  Avas  a mere  payment  for  Avriting  a play  for  a 
particular  occasion.  Juvenal  also  speaks  of 
selling  a play  to  in  actor  (vii.,  87).  Hut  this  is 
mamfestly  merely  payment  for  Avritiiig  a play  to 
be  acted,  as  A\as  usual.  This  did  not  reler  to 
Copyright,  for  the  very  ])uri)ose  ot  the  satire  is 
to  lament  the  utti  r decay  of  all  taste  for  literature 
among  the  Romans.  Horace  (Ep.  i.,  20,  2;  Art. 
Punt.  34.5)  speak.'-  of  the  Sosii,  who  Avere  iiis’pub- 
Irshers,  and  ^Martial  (i.,  G7 ; iv.,  72;  xiii.  3* 
xiv.,  U)4)  speaks  of  Tryphon,  Avho  had’  liis  AVorks 
on  .sale.  These  cases  point  to  Copyright  miieh 
mure  than  the  others.  Hut  yet  they  are  by  no 
means  concIusiA  O.  They  by  no  iiu-ans  inqily  that 
the  author  received  jiayment  fur  the  exclusive 
light  to  sell  las  Avorks,  AVe  may  Avell  understand 
tliat  there  might  be  a certain  comity  of  trade  that 
one  publisher  siruild  nut  sell  anoiIier\s  AVorks; 
but  that  does  not  [irove  the  legal  right  to  prevent 
him  doing  so.  d he  real  ^tue^tiull  is,— Could  an 
author,  or  publislter,  bring  an  action  to  iireveiit 
anothcT  from  copying  and  selling  his  Avorks? 
Auw,  it  such  a property  had  existed,  it  Avuuld 
certainly  have  been  mentioned  in  the  Fandects. 
Hut  tliere  is  no  mention  in  them  of  any  such  pro- 
perty. ] Imre  is  iiu  name  iu  Itomau  Law  for 
Coiiyriglit.  Tliere  is  no  case  in  Roman  Law  of 
any  action  having  been  brought  to  punish  the 


V 


COPA^RIGIIT. 


COPYRIGHT. 


553 


invasion  of  such  property.  Therefore  we  think 
the  only  conclusion  is  that  it  did  not  exist. 

It  is  stated  by  Hishop  Fell,  that  before  the 
inveiitiou  of  printing,  the  University  of  Oxford 
claimed  to  have  the  exclu.si\*c  right  of  transcrib- 
ing and  multiplying  books  by  means  of  writing. 
This,  however,  by  no  means  implies  Copyright, 
because  it  does  not  imply  that  the  works  so 
copied  were  the  property  of  the  University,  but 
only  that  they  had  the  monopoly  of  writing  them 
out. 

Soon  after  the  invention  of  printing,  a printer, 
called  the  king's  printer,  w'as  appointed  to  jirint 
pajiers  of  state,  proclamations,  &c.  Tlie  earliest 
notice  we  have  of  such  an  appointment  is  in 
1504,  when  AAdlHam  Faipies  styles  himself 
“Regius  Imprcssor,”  in  a proclamation  against 
cli])ped  money.  Richard  Pynson  succeeded 
Faqiies  iu  this  olHce,  ami,  in  1518,  we  have  the 
earliest  instance  in  England  of  Copyriglit.  A | 
speech  jn-inted  by  him  has  the  following  colo- 
])lion  ; — “Imj)ressa  Londini  anno  verbi  incarnati 
M.D.xviii.  idibus  Xovembris,  per  Rieharduin 
Pynson,  regiuiu  impressorem,  cum  privilcgio  a 
rege  imUilto  ne  (juis  hanc  orationem  iutra  hlrn~ 
ninm  in  regno  Anglite  imprimat.  aut  alibi  im- 
pressam  ct  importatam  iu  eodem  regno  Anglhe 
vendat.” 

During  the  reign  of  Henry  A'lII.,  tliese 
privileges  were  freiiuently  granted  to  printers, 
usually  for  sev'cii  yeai’s.  Piracy  was  not  long 
in  showing  itself.  In  L523,  AA'yukcn  de  AVorde 
printed  a treatise  on  grammar  by  Robert 
AVitintuu.  The  author,  in  a new  edition  in 
1533,  complains  that  the  work  had  been  pirated 
by  Peter  Trevers.  To  prevent  this  being  done 
to  the  second  edition,  he  procured  the  king's 
privilege  t\n’  it. 

These  cases  seem  to  negative  the  idea  that 
there  was  then  belieA'od  to  be  any  such  thing  as 
Copyright  at  Couimou  Law. 

AH  those  privileges  had  been  granted  to 
printers,  who  may  jirubably  be  supi>osed  to  hav'c 
jiaid  the  authors  sometliing  for  their  w'ork.  Iu 
1530,  we  have  the  first  instance  of  Cojiyright 
granted  to  an  aiitlior.  John  Palsgrave  had  piib- 
li.shed  a French  Grammar  at  his  own  exjjense, 
and  in  consideration  of  this  he  received  a jirivi- 
lege  for  seven  years. 

lu  155G,  the  subject  of  Copyright  was  put  ou  a 
new  footing.  Complaints  were  made  that  many 
false,  seditious,  and  heretical  books,  ballads,  and 
rhymes  were  published.  To  bring  printers  more 
under  control,  they  were  ineoiqioratod  by  the 
name  of  the  Stationers’  Company.  They  w'ere 
allowed  to  make  bye-laws,  and  no  one  but  a 
member  of  their  body  was  allowed  to  practise 
the  business  of  printing  iu  England.  Iu  1558, 
they  received  a second  charter,  and  a bye-law 
was  made  that  every  one  who  printed  a work 
should  enter  it  in  their  register,  and  pay  a fee ; 
and  every  one  who  omitted  to  do  this,  or  printed 
a book  belonging  to  another  member,  was  fined. 
In  tins  year,  entries  of  copies  for  particular 
persons  begin,  and  in  1559,  tiiere  are  jicrsons 
fined  for  printing  other  men's  copies.  In  1573, 
there  arc  entries  of  the  sales  of  copy  and  their 
price. 

Ib-ivilegcs  for  printing  |)articnlar  works  were 
tiie  legitimate  protection  of  tlie  labour  and  ex- 
pense of  publication.  Hut  with  the  general  spirit 


of  monopoly  which  prevailed  to  such  a pernicious 
extent,  patents  for  tlie  exclusive  right  to  pub- 
I lishall  works  on  particular  subjects  aaViv  granted 
to  various  iK-rsous.  Thus  one  had  the  moiiupoly 
of  printing  all  books  on  Common  Law;  amitlaT 
all  catechisms  and  spelling  books;  another  all 
music  books;  another  all  almanacks,  &c.  Tlie 
printers  were  so  injuriously  atfeeted  by  these 
monopolies,  that  they  ]>etitioni‘d  the  ' Queeu 
against  them.  Hut  meeting  with  no  redress, 
they  disputed  the  (iueeu’s  right  to  grant  these 
jiatents,  and  jnunted  works  in  defiance  of  them, 
and  the  rules  of  their  own  company.  Cimqdaiiits 
were  imule  to  the  Priv'y  Council  of  tliese  irre- 
gularities, but  they  were  too  much  occupied  wiih 
I foreign  and  domestic  troubles,  to  take  any  elfccliial 
steps  to  remedy  them. 

The  Queen  Iia<U  in  1559,  issued  a proclama- 
tion, strictly  forbidding  any  one  to  publish  anv- 
thing  without  a licence.  In  15GG,  tliis  proefa- 
matiou  being  little  regarded,  the  Star  Chamber 
issued  a decree  enforcing  it,  under  the  jienalties  of 
seizure  of  all  books  so  juunted,  disability  from 
exercising  tiie  trade  of  printing,  and  three 
months’  imprisonment.  The  printers  were  or- 
dered to  give  bonds  to  observe  tlie  decree.  Hut 
they  coiitiuucd  to  disregard  all  decrees  and 
]ieualties,  and  in  158G,  another  decree  was  issued, 
to  restrict  the  number  of  ]»rinters,  and  to  confine 
the  trade  to  London,  except  one  press  at  Oxford, 
and  another  at  Cambridge.  All  printers  were 
forbidden  to  print  books  contrary  to  the  bye- 
lavA's  of  the  company. 

A proclamation  of  the  25th  September,  1623, 
forbade  any  one  to  import  from  abroad  any  works 
which  were  copyright.  AmUher  prodamaticn 
to  a similar  effect  was  published  iu  1G37. 

In  1640  the  Star  Chamber  was  abolished.  All 
regulations  of  the  ])ress  by  proclamation,  decrees 
of  the  Star  Chamber,  and  the  powers  of  tlie 
Stationers’  Company  were  declared  illegal  and 
void.  Hut  the  abuses  of  uuliceused  [niutiiig 
were  so  great,  that  in  JG43,  it  wa.s  ordered  that 
all  books  should  be  entered  in  the  register  of  the 
Stationers’  Company,  according  to  ancient  cus- 
tom. Copyright  was  thus  restored  as  it  st(.n.td 
belore.  In  1G44,  Milton  published  his  famous 
Areopagitlca,  against  the  licensing  Act,  but  lie 
particular!}'  excepts  that  part  relating  to  “the 
just  retaining  of  each  nuiu  his  several  copy, 
AV'hich  God  foiT>id  should  be  gainsaid,”  In 
1649,  ail  Act  of  Parliament  ordained  that  any- 
one printing,  or  reprinting,  or  stitching,  or 
binding,  any  books  entered  iu  the  register  of  the 
Stationers’  Company,  without  the  consent  of  the 
owner,  should  forfeit  all  such  books,  and  be  fined 
Gs.  8d.  for  each.  No  presses  were  allowed,  ex- 
cept in  London,  the  Universities,  York,  and 
Fiusbury. 

The  Statute  1662,  cap.  33,  re-enacted  these 
lirovisioiis,  and  ordered  that  a copy  of  every 
Avork  printed  should  be  dejiosited  iu  the  King's 
Library,  and  each  of  the  UniAcrsities.  This 
Act,  after  se\’eral  renewals,  expired  in  1679, 
and  with  it  expired  all  legislative  penalties  for 
pirating  copyright.  Accordingly,  piracy  very 
soon  began  to  be  common,  and  iu  1G8I,  tiie 
Stationers'  Company  passed  a bye-hiAv  to  fine 
every  one  so  ofiending  iu  tlie  sum  of  12d.  for 
every  copy  so  printed,  or  uiqiorted.  In  1684, 
Charles  II.  granted  a ucav  charter  to  the  Sta- 
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mers’  Coiiipany,  in  Tvliich  it  was  stated, — 
That  (livrrs  brethren  and  members  of  the 
mipany  liave  jrreat  pari  of  their  estates  in 
K)ks  and  copies,  and  that  for  upwards  of  a 
ntury  before,  they  had  a public  register  kept 
their  common  hall,  for  the  entry  and  doscrip- 
■n  of  books  and  copies/’  It  then  said — “We, 
illing  and  desiring  to  confirm  and  establish 
ery  member  in  thtdr  just  rights  and  proper- 
's, do  well  approve  of  tiie  aforesaid  registei*,” 
id — “that  every  member  of  the  company  who 
cmld  be  the  proprietor  of  any  book,  should 
ive  and  enjoy  the  sale,  right,  power,  and  privi- 
ze  and  authority  of  printing  sucli  book  ami 
py,  as  in  that  case  has  been  usual  heretofore/’ 
The  Act  of  16fi’2  was  revived  by  the  1 Jac.  IT., 
7,  for  the  term  of  seven  years,  and  renewed 
1 the  end  of  the  session  of  rarliament  next 
ter  the  loth  February,  1602.  The  booksellers 
■titioned  against  it,  and  eleven  peers  entered  a 
otest  against  it,  as  subjecting  all  learning  and 
lie  information  to  the  arbitrary  will  and  plea- 
ire  of  a mercenary  and  perhaps  ignorant 
enscr,  and  destroying  tlic  projierty  of  authors 
their  copies. 

It  appears  that  at  this  time  the  Stationers’ 
unpaiiy  had  been  guiltj  of  many  malpractices, 
ley  sometimes  extorted  large  ^ums  for  eiileriug 
>rks ; sometimes  they  refused,  or  jieglcered,  lo 
• so  at  all.  Sometimes  they  made  false  entries, 
fraudulent  erasures,  or  cut  out  the  leaves  in 
Inch  entries  were  made,  to  the  confusion  of  all 
erary  ]>roperty,  which  was  supposed  to  rest  cm 
e entry  in  the  register. 

Attempts  were  made  to  renew  the  Licensing 
ct,  but  llie  Commons  resisted,  and  it  finally  ex- 
red  on  the  2olli  April,  1694.  The  cireiimstanco 
hii  h brought  about  the  final  cmaiicipaliou  of  the 
figlish  press  are  fully  stated  by  Macaulay. 

'1  he  opposition  of  the  Commons  was  to  the 
bitrary  power  of  the  licenser.  They  clearly 
ought  that  the  property  in  Copyright  was  inhe- 
iir  ill  the  author  and  his  assigns,  ami  well 
cured  by  the  Charters  and  Laws  of  the  Sla- 
mei>’  Company,  But  luiforlmiately,  in  abolish- 
g the  Licensing  Act,  they  had  swept  away  all 
lUitory  peuaUies  for  i*iraling  Copyright ; and 
rsons  whose  rights  were  invaded  had  no  other 
medy  but  for  damages  at  Common  Law.  Seve- 
1 eases  had  been  before  the  Courts  relating  to 
'pyrighl,  but  these  all  referred  to  disputed  jiro- 
■rty,  none  ever  (piestioned  the  right.  In  the 
se  of  7ioj)er  v.  Streater  (Skinner,  234),  the 
lurt  of  Common  Pleas  held  tliat  the  idaintiif 
iviiig  pmclia>ed  it  from  the  executors  of  the 
thor  was  owner  of  the  copy  at  Common  Law. 
I'he  removal  of  the  statutory  penalt  ies  for  piracy 
ened  llie  door  to  the  same  practices  as  had  been 
uuniUed  before,  and  in  1694  the  Stationers’ 
impany  renewed  their  bye-hnv  of  1681,  but 
ith  little  etlect.  The  recovery  of  damages  at 
w was  so  hazardous  and  uncertain,  as  most  of 
e pirates  were  men  who  had  no  property  sufli- 
*nt  to  ]iay  damages,  and  as  it  required  a se]ia- 
tc  acticui  for  each  copy  jn-oved  to  be  sold,  that 
was  in  practice  illusory.  In  1703,  1706,  and 
09,  the  owners  of  cojiies  petitioned  Parliament 
1*  redress,  and  security  to  their  properties.  They 
d been  so  long  secured  by  penalties  that  it  had 
t occurred  to  them  to  proceed  by  a Bill  in 
iuity,  which  Iiad  never  hitherto  been  attemptw.1 


or  thought  of,  except  upon  letters  patent  adjudged 
to  be  legal. 

The  petitioners  declared  that  the  property  of 
English  authors  had  always  been  owned  as  sacred 
among  the  traders,  and  generally  forborne  hitherto 
to  be  invaded.  That  when  the  author  had  con- 
veyed over  his  copy  to  any  one  of  them,  they  had 
a just  and  legal  properly  thereunto.  That  they 
had  given  sums  of  money  for  copies,  and  had 
settled  these  coj-ics  on  their  wives  at  marriage,  or 
on  their  cluldn  ii  at  their  deaths.  That  many 
widows  ami  orphans  had  none  other  subsistence. 
That  their  existing  copies  had  cost  them  at  least 
^50,000.  That  this  property  was  the  same  with 
houses  and  other  estates.  In  consefiuence  of  those 
petitions,  an  Acf  Avas  passed  in  March,  1710,  for 
the  encouragement  of  learning,  by  vesting  the 
copies  of  printed  books  in  the  authors,  or  pur- 
chasers of  such  copies,  during  the  times  therein 
mentioned.  It  gave  authors  of  the  works  then 
existing,  ami  thrir  assigns,  the  sole  right  of  print- 
ing the  same  for  twenty-one  years,  from  the  10th 
April,  1710,  and  no  longer.  Authors  of  works 
not  printed,  and  their  assigns,  had  the  sole  right 
of  doing  so  for  fimrteen  years,  and  no  longer.  The 
penalties  in  the  Act  were  not  to  be  exacted  from 
any  one  unless  the  book  should  be  entered  in  the 
usual  way  in  tie*  register  of  the  Statiouors’  Com- 
pany. If  too  high  prices  Avere  put  upon  books, 
certain  great  ofi  cers  of  State  might  order  them  to 
be  loAvered.  4 lie  number  of  copies  to  public 
libraries  AAas  increased  to  nine.  The  libraries  of 
the  four  rinversiiics  of  Scotland,  Sion  College, 
London,  and  the  Advocates’  Library  in  Edinburgh, 
were  added  to  those  entitled  by  the  Statute  of 
Charles  II.  If  the  authors  Avere  alive  at  the  end 
of  the  first  fourteen  years,  they  received  a pro- 
longation of  tin  ir  privilege  for  another  fourteen 
years.  AH  penalties  under  the  Act  Avere  to  be 
sued  for  Avithiii  three  months  after  the  ofteuce 
Avas  Committed.  Nothing  in  the  Act  Avas  to  pre- 
judice or  confirm  any  right  that  the  Universities, 
or  any  person  oi  persons,  had,  or  claimed  to  have, 
in  the  printing  or  reprinting  any  book,  or  copy, 
already  printed,  or  hereafter  to  be  printed. 

We  thus  see  that,  Avith  that  tender  regard  for 
the  interests  (*f  the  robe,  which  rarliament 
displays,  they  carefully  avoided  pronouncing 
any  decision  ai  all  Avith  regard  to  the  right  of 
eo]»y  at  Common  LaAv,  but  took  care  to  leave  the 
door  open  for  a plentiful  crop  of  litigation. 

It  is  ipiite  impossible  to  read  this  Act  without 
seeing  that  it  distinctly  recognizes  Copyright  as 
existing  already,  and  independently  of  the  Act. 
AH  they  did  Avas  to  enact  certain  statutory 
l>eiialties  for  its  infringement.  But  that,  by  a 
Avell  knoAvii  rule  of  hiAv,  in  no  way  affected  pro- 
ceedings at  Common  Law.  AVe  ha\"e  seen  that 
the  courts  of  laAv  never  raised  the  slightest 
doubt  as  to  the  existence  of  Copyright  at  Com- 
mon Law.  AVe  shall  noAv  see  hoAV  the  Court  of 
Chancery  iTgarded  it. 

As  the  Act  gaA'c  tAvciit^'-one  years  for  old 
copies  from  the  10th  of  April,  1710,  no  question 
on  Copyright  at  Common  Law  could  arise  before 
1731,  In  173o,  Sir  Joseph  Jekyll  granted  an 
injunction  in  the  case  of  ii//rc  v.  Walker^  to 
restrain  the  defeiulant  from  printing  the  Whole 
Duty  of  Manj  tlic  first  assignment  of  Avhich  had 
been  made  in  December,  1657,  being  seventy- 
eight  years  before. 


In  the  same  year,  Lord  Talbot,  in  the  case  of  . 
Matte  V.  Falkner^  granted  an  injunction  restrain-  I 
ing  the  defendant  from  printing  NeUou\'i  Fcatimh.  ' 
and  Fasta^  printed  in  1703,  during  the  life  01  the  > 
author,  who  died  in  1 714.  t 

In  1739,  Lord  Hardwicke,  in  the  case  of 
Tonson  and  Another  v.  Walhct\  otherAvise 
Stanton^  granted  an  injunction  restraining  the  i 
defendant  from  ]>rinling  Miliona  Paradifie  Loat^ 
the  Copyright  of  AAdiich  was  assigned  in  1667,  or 
scA'cnty -two  years  before.  In  1752,  Lord  Hard-  ' 
Avicke,  in  the  case  of  Tonson  v.  Walker  and  [ 
Merchant^  granted  an  injunction,  re>training  the 
defendants  from  printing  Miltons  Paradise,  or 
Lifc^  or  Notes. 

All  this  time  there  had  never  been  any  solemn 
decision  by  the  King's  Bench  as  to  the  existence 
of  C/Opyright  at  Common  LaAv,  or  as  to  Iioav  it 
AAMs  afiected  by  the  Statute  of  Anne.  But  the 
Court  of  Chancery  never  granted  an  inJuiicUon 
unless  the  legal  right  was  cleai-  and  undisputed. 
If  there  had  been  any  doubt  about  it,  they  Avould 
have  sent  it  to  be  argued  in  a Court  of  Common 
Law. 

At  last  the  question  Avas  brought  before  the 
King’s  Bench,  in  the  case  of  Tonson  v.  Collins, 
but  after  it  had  gone  into  the  Exchequer  j 
Chamber,  and  the  leaning  of  the  Court  aa'us 
dearly  in  favour  of  the  plaintilV,  it  AvasdLcoA'Cred 
that  it  Avas  in  fact  a collusiA'c  action,  gut  up  ! 
merely  to  obtain  the  judgment  of  the  court,  and  ; 
they  ihereiqiou  refused  to  proceed  Avith  it.  AA’hile 
this  action  was  pending,  applications  to  ilie  Court 
of  Chancery  for  an  injunction  Avere  refused,  until 
tlie  result  of  the  Common  Luaa'  action  Ava.s 
decided.  Lord  ^lansfield  said  that  he  looked 
upon  these  injunctions  as  equal  to  any  final 
decree,  because-  they  AAcre  neA*0]*  granted  unless 
the  legal  ju’operiy  of  the  jilaintiff  Avas  made  out. 

At  leiiglli,  in  1769,  the  question  A\^as  solemnly 
argucil  before  the  King’s  Bench  in  the  famous 
case  of  Millar  v.  Taylor.  Millar  had  pui’chascd 
from  Thomson  the  copyright  in  (he  Set^sons, 
which  AA'ere  published  in  1728,  and  therefore 
if  the  right  existed  only  by  statute,  it  expired  in 
1756.  Taylor  imblislied  an  edition  in  1763,  and 
Millar  brought  an  action  for  damages  against  him 
in  1769.  It,  of  course,  cannot  be  expected  that 
Ave  should  gh'e  an  outline  of  the  arguments  in 
this  Celebrated  case.  It  is  siillicient  to  say  that 
three  of  the  judges,  Lord  ^lansficld,  and  3J. 
Aston  and  Willes,  held  that  CA'erv  author  had 
by  Common  Luav,  a i>erpetual  copyright  in  his 
own  Avorks,  quite  independent  of  tlie  statute. 
YLates,  J.,  held  tiiat  there  was  no  such  property 
at  Common  LaAv.  The  jdaintiff  therefore  got  the 
judgment,  and  in  Trinity  Term,  1770,  the  Lords 
Commissioners  granted  an  iiijuuetion.  ! 

In  1774,  hoAvever,  the  ([uestiou  AA'a-^  again  raised.  ! 
In  the  case  of  Bechet/  v.  Donaldsnti,  the  plaintiff 
had  obtained  an  injunction  founded  on  the  de-  , 
cision  in  the  case  of  Millar  v.  Taylor.  Tlie  case  ; 
Avas  immediately  earriial  by  ajqieal  to  the  House 
of  Lords,  Avlien  the  House  proposed  the  following 
questions  to  the  judges  : — 

I.  AAHietiier  at  common  laAv  an  author  of  any 
book,  or  literary  composition,  had  the  sole  right  of 
first  printiiig  ami  publishing  the  same  for  sale,  and 
might  bring  an  action  agiiinst  any  person  avIio 
jiriiiti'd,  tniblislied,  and  sold  the  same  witlioui  his 
consent  ? 


Upon  this  question,  JJ.  Nares,  Ashurst,  Black- 
stone,  AA'ilh's,  Aston,  IVrrot,  and  Adams;  Smvtlie, 
C.B.,  and  De  Grey,  C.J.  of  the  Common  l*Iea.s, 
held  the  aflirmative;  Eyre,  B.,  held  the  negative. 

II.  If  the  author  had  .such  right  originally,  did 
the  luAV  take  it  away  upon  his  printing  and  ])ul>- 
lisliing  sucli  book,  or  literary  composition  ? And 
might  any  person  afterwards  reprint  and  sell  for 
his  oAVii  benefit  such  book  or  literary  composition, 
against  llie  Avill  of  the  author  ? 

Upon  this  question  Judge.s  Nare.s  Aslmr.-^t, 
Blackstoue,  AAHlles,  ami  Aston,  and  Smythe,  C.B., 
held  the  affirmative;  Eyre,  Perrot,  Adams,  and 
De  Grey,  C.J.,  held  the  iiegatiA’e. 

III.  If  sucii  action  aa-ouUI  have  held  at  Common 
Law,  is  it  taken  aAs  ay  by  the  Statute  8 Anne, 
c.  19?  Ami  is  an  author  by  the  said  statute 
proclmlcd  from  every  remedy,  except  on  the 
foumlatiou  of  the  said  statute,  and  the  terms  and 
conditions  prescribed  thereby  ? 

Upon  this  question  Judge,s  Eyre,  Nares,  Perrot, 
Gould,  and  Adams,  and  De  Grey,  C.J.,  held 
the  affirmative.  Judge.s  Ashnrst,  Blackstoue, 
Willes,  Aston,  and  Smythe,  C.B.,  held  the  nega- 
ti\-e. 

IV.  Whether  the  author  of  any  litcrarA'  compo- 
sition, and  his  assigns,  had  the  sole  right  of 
jirinting  ami  publishing  the  same  in  perpetuity  by 
the  common  law  ? 

Ujum  this  question  Judges  Naros,  Ashurst, 
Blackstoue,  Willes,  Aston,  ami  Gould,  and 
Smythe,  C.B.,  held  the  affirmatiA'c.  Judges  Eato, 
Perron,  Adams,  and  De  Grey,  C.J.,  held  the 
iiegatiA-e. 

Whether  this  right  is  any  AA'ay  ini]>eached, 
restrained,  or  taken  aAvay,  by  the  statute  of  8 
Anne  ? 

.Judges  Eyre,  Nares,  Perrott,  Gould,  and 
Adams,  and  De  Grey,  C.J.,  held  the  affirmative. 
Judges  Ashurst,  Blackstone,  AVilles,  and  Aston, 
and  Smythe,  C.B.,  held  the  negative. 

Upon  tliese  ansAver.^,  the  decree  of  the  Court  of 
Chancery  Avas  reversed,  on  the  motion  of  Lord 
Camden,  seconded  by  the  Lord  Chancellor,  by  a 
majiirity  of  22  to  11. 

By  this  majority  of  a single  judge  this  momen- 
tous (juestiou  Avas  decided.  It  will  be  observed 
that  it  AA'a.s  brought  about  by  tAvo  Judges,  Nares 
and  Gould,  avIio  voted  that  an  author  had  per- 
petual Copyright  by  Coimmm  Law,  leaving  their 
side,  and  voting  that  this  pei*j>etual  right  Avas 
taken  aAvay  by  the  statute. 

Such  an  opinion  seems  to  us  to  be  incompre- 
hensible. Modern  oitinion  has  confirmed  the 
judgment  of  the  minority,  that  there  is  no  such 
thing  as  CopATight  at  Common  Lqav.  But  how 
judges,  Avho  held  that  Copyright  did  exist  at 
Common  Luav,  could  hold  that  it  vras  taken  away 
by  the  statute  of  Anne,  seems  past  understanding, 
for  there  is  a clause  expressly  enacting  that  the 
statute  slunild  in  no  Avay  Avhatever  affect  pre- 
existing rights. 

Right  or  Avrong,  Ikiaa'ca'Ci*,  this  judgment  de- 
clared that  the  praelice  of  tAvo  centuries,  and  the 
deliberate  opinion  of  all  the  ctmris  of  law  and 
equity  during  that  period,  Avere  ernmmis,  ami 
! lienceforAvard  Copyright  had  nothing  but  statute 
hiAV  to  support  it. 

Authors,  pubiisliers,  ami  the  universities  Avere 
taken  by  surjtri.se  at  this  unex|»ected  decision  of 
I tile  House  of  Lords,  destroying  Avhat  they 
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im  ijrined  w.is  tlicir  inviolable  property.  The 
nil  vursitii'^i  inimf'diatcly  took  the  lield,  and  in 
17  j an  Art  was  passed  (lo  Geo.  III.,  c.  5d),  | 
wl  ieli  ^f^ranled  to  botli  the  universities  in  Enirland, 
an  . to  each  of  the  Collettes  therein,  to  the  C(dle<:«‘s 
of  Eton,  Westminster,  and  W'inchester,  and  to 
tin  four  Universities  of  Scuflainl,  perpetual  e»»py- 
ri;;  it  in  all  works  tliat  sliould  be  bequeathed  to 
th(  11,  so  Icui;.^  as  they  .should  print  them  at  their 
ow  1 pH'sses,  and  not  assi;i-n  tliein  over  to  any  one 
els  ■.  I’hey  nevertiteless  miLrht  sell  tiiem  to  any 
om  they  pleased,  in  tlie  same  manner  as  any 
im  ividnal  anther. 

. wild  liore  we  may  observe  that  a very  curious 
qn  stion  mi;;ht  ari.se.  It  is  a [ilain  maxim  of  law 
tin.  a man  cannot  arrant,  or  lussi^rn  to  another,  a 
p*(  iter  estate,  or  interi‘Sf,  tlinn  he  possesses  him- 
sel  . lint  here  is  a manifest  exception  to  this 
nil  ■.  An  antlior  has  only  a very  limited  interest 
in  lis  own  works,  aceordinu  to  tlie  ]n*eseut  law, 
onl forty-two  years,  or  his  own  lifetime,  whieh- 
evi  r is  the  lon^'e.st.  lienee  he  can  only  assi^rn 
ov»  r that  interest  to  any  private  person,  lint  if 
h(‘  assii:n  tfii.s  copyrijriit  to  any  university  or  col- 
ic;: • named  in  tlie  Act,  it  becomes  an  estate  in 
pi'i  letnity.  Therefon*,  he  has  clearly  assi;;ned  a 
;rn  Iter  estate  than  he  hinisi'lf  possesses.  A;:ain, 
Ihi  question  mi;'ht  arise.  Sii])]>ose  an  author 
ass  irns  over  his  Copyritrht  as  above,  wfiich  inl- 
ine liately  becomes  perpi'tual  by  force  of  law,  and 
su]  pose  the  colleire,  or  univeivity,  sell  this 
Co  yri;Ldit,  which  has  mov  become  iierpetual,  to  | 
an  indiviilual. — Is  the  copyri;_dit  perpetual,  or  j 
linited?  I 

' 'he  booksoliors  also  petitioned  tlie  House  of  i 
Co  timoiis  on  the  ogth  of  February,  1774,  statin;^ 
tlir  in  the  full  belief  of  the  perjietuity  of  Uo]>y- 
ri;r  its,  tiny  had  invested  lar;re  sums  in  their  jmr- 
cln  Sc,  and  tliat  the  support  of  many  families  de- 
]iei  ill'll  on  the  same,  ami  jirayed  fur  such  relief  as 
till  House  mi;rlit  deem  ]»nq)er.  A bill  was 
bn  .iidit  in  for  this  jiurpose,  but  rejected.  In  1798, 
a n w point  was  rai.^ed  in  the  case  of  Bechford  v. 
Hi.  id.  The  jilaintift'  had  ]mblished  a work 
am  nymonsly,  and  sued  for  damajies  for  the 
pir  <‘y  of  it.  'The  dideudaut  cuiitemled  that  no 
act  on  lay  for  danm;ies  since  the  statute  of  Anne, 
wh  ell  ;:ave  penalties,  and  that  the  author  had 
los  Ids  rie’liE  by  publishiiiir  Ids  work  anonymously, 
atn  not  miterimr  it  on  the  Stationer.-^’  n‘;:ister,  as 
pn -cribed  by  tlie  Act.  'J  he  court,  however,  by 
om  of  those  skilful  examples  of  hair-splitriu;:, 
wh  re  jilain  sense  is  a;raiust  them,  "avc  judgment 
for  he  ])Iaiutitf.  Tlie  jud;tmeiit,  however,  was  so 
ma  dfestly  weak,  that  an  x\ct  was  broue:ht  in  to 
bol  ter  it  u]>  (41  Geo.  HI.,  c.  107),  and  authors 
am  their  assi;:ns  were  allowed  to  briu;:  actions  on 
the  r*ase  for  dama'^es  for  piratin;:  their  works 
dm  ii'i  the  currency  of  the  privileire  p-anted  by 
the  statute  of  Anne.  Trinity  C’ollep^  and  the 
Kii  ir's  Inn,  Dublin,  were  also  added  to  the  list  of 
tho  e places  widcli  were  entitled  to  pillap^ 
aut  lors  of  their  AVorks.  Trinity  Collep-  also 
ree  ived  the  ri;rlit  of  holdin;;  Copyri;;hts  in  j>er- 
pet  lity,  like  the  Eni^dish  and  Scotch  Universities 
am  (.'olle^res, 

I y an  Act  passed  in  1814  (.54  Geo.  TIL  c.  156) 
the  copies  of  jn'inted  books  were  required  only  to  ' 
be  olivered  on  demami,  within  twelve  months  of  ! 
the  r publication.  The  author's  copyri^^ht  Avas  1 
ext  tided  to  tweuty-ei;;ht  years  certain,  and  for  I 
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the  remainder  of  Ids  life,  if  he  sumA'cd  that  period. 
Th(.‘  p-ievance  of  every  autlior  beini^  mulcted  in 
eleven  copies  of  Ids  work,  was  complained  of  in 
rarliament  several  times,  but  imtidii;:  Avas  done 
till  1836,  Avhen  Mr.  Huckin;:ham  liromrht  in  a bill 
Avldcli  Avas  pas.sed,  Avhicli  enacted  that  the  ri;rhts 
of  Zion  Uolle;;c,  the  four  Universities  of  Scotland, 
and  tlie  Kin;;'s  Jmi,  Dublin,  should  cea.se,  upon 
reeeivin;r  coinpiMi'atiiui,  Avldeh  Avas  to  be  ox]>ended 
in  the  purchase  ofAA'orks.  liy  this  Act,  the  num- 
ber of  presented  copies  Avas  reduei'd  to  live. 

At  last,  Serjeant  (afterwards  Mr.  Justice)  Tal- 
fourd  a]>pro]u‘iatelv  to(»k  the  subject  of  Copy- 
ri;:iit,  and  bnma'ht  the  subject  before  tho  House  of 
Commons.  The  <lisciission  extended  thnuijiii  se- 
veral sessions,  ai.fl  Ids  bill  havimr  becui  consider- 
ably nuulitietl,  was  pas.sed  in  1842,  as  the  5th  ami  ^ 
6t!i  Vic,  c.  45,  This  Act  repealed  the  8th  Anne, 
c.  U) : tho  41  Geo.  HI.  c.  107;  the  51  Geo,  III. 
c.  156,  and  is  new  the  one  Avldch  repdates  the 
subject  of  literal  v Co])_vrij:ht,  IJy  this  Act,  the 
Avord  “ Hook,"  is  to  mean  every  volume,  or  ]mrt 
thereof,  Paaqihlel,  Sheet  of  Li'tterpress,  or  Music, 
Map,  Chart,  or  Plan  separately  ]iublislied.  Tho 
Copyright  in  every  such  liook  published,  in  the 
lifetime  of  the  Author,  is  to  last  for  Ids  lifetime 
and  seven  years  after;  l>ut  if  such  term  elapse 
before  the  end  of  fortv-t\A'o  years  from  the  publi- 
cation of  the  Avork,  tlien  the  C'o]>\TiVht  shall  exist 
for  furty-tAVO  years.  If  the  book  is  lmbli^ln'd  after 
the  Author’s  death,  the  Copyri;;ht  is  to  last  for 
forty-two  years,  and  shall  beion;^  to  the  OAvnor  of 
the  authors  manuscript  from  Avldch  it  is  tirst 
published.  If  the  proprietor  of  such  Copyriirht 
refuse  to  jmblish  it,  the  Judicial  Committee  of  the 
PriAy  Council  may  authorize  it.  One  cojiy  of 
every  such  Hook  to  be  delivered  at  the  Hritish 
Museum.  The  Libraries  at  Oxford,  (’anibrid;re, 
the  Advocates’  at  E(l!iibur;j:!i,  and  Trinity  Collep\ 
Dublin,  may  IiaAO  one  cojiy  on  demand,  Arti- 
ch'S  in  EncycIo]»;edias,  Mapizines,  and  RevioAvs, 
and  jxTiodicals,  are  subject  to  tlie  same  Copyri^rlit 
as  Hooks,  exce}»t  that  the  Copyri^xht  of  articles  in 
RevicAvs,  Mapazines,  and  periodicals,  reverts  to 
the  author  after  tAveiit_v-ei;rIit  years,  for  the  re- 
nndmler  of  tlie  tenn.  Subsequent  provisions  Avere 
made  for  prevent. ii;i:  the  importation  into  Hritish 
])ossessions  of  tie*  Avorks  of  Hritish  Authors,  iu 
wldch  Copyri;:'iit  --till  subsists. 

The  next  subjects  Avhicli  received  Copyri;.dit  from 
LaAv,  Avero  prints  ami  enp*avin;rs.  The  Acts  re- 
latinj:  to  this,  are  tlie  8 Geo.  II.  c.  13  ; the  7 Geo. 
III.  c.  38 ; the  17  (jCO.  HI.  c.  57,  and  tlie  15  & 16 
Vic.  c.  12.  Hy  these  Acts,  the  Cojia  rijirht  in 
Prints,  Knp’avinis,  Lithop-aplis,  and  all  such 
Avorks  of  Art,  is  ;ii\'en  for  twenty-eight  years  from 
the  day  of  ]mMication. 

Hv  the  27  Geo.  HI.  c.  38,  Cojivright  was  given 
in  the  designing  and  printing  of  manufactures; 
tills  Act  AA'as  modified  and  extemh'd  by  subse- 
quent Acts.  The  pi'osent  Acts  on  tlie  subject  arc 
tlie  5 & 6 Vic.  ^c.  100;  the  6 7 Vic.  c.  65;  the 

13  & 14  Vic,  c.  I')4;  and  the  20  k 22  Vic.  c.  70. 

Hy  tliese  Acts,  de>igns  in  manutaetures  are  divided 
into  various  cla.ssi  s,  and  various  terms  are  alloAved 
for  the  Copyright  of  Designs  in  each.  For  designs 
for  ornamenting  articles  in  metal;  AVood;  glass; 
eartheiiAvare,  ami  other  solid  substances;  jiaiier 
hangings;  carpets,  inehuling  floor  and  oil-eioliis ; 
sliaAvls,  unpriuted;  linen  fabrics  Avitli  pattern, 
primed;  Avoven  damasks;  the  term  is  three  years. 
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For  sliaAA’ls,  printed;  yarn,  thread,  or  Awarp; 
nine  montlis. 

For  Avoven  fabrics,  miprinted;  lace,  and  all 
Ollier  articles,  fivelve  months. 

For  the  shape  or  conliguration  of  articles  of 
utility,  three  years. 

Hy  the  38  Geo.  Ill,  c.  71;  ami  54  Goo.  HI. 
c.  56,  Copyright  Avas  granted  for  sculptures, 
models,  and  casts,  \'cy  fourteen  Avars  fnun  the  time 
of  first  publication;  and  to  the  autlior,  if  living  at 
tin*  end  of  tliat  fourteen  years  more. 

Hy  the  3 & 4 \\'m.  IV.  c.  15,  the  term  of  Copy- 
right granted  to  authors  by  the  54  Geo.  III.  c.  156, 
Avas  extended  to  tlie  Author  of  Dramatic  compo- 
sitions of  all  sorts;  jmblication  in  this  instance 
being  intorpreteil  as  representing  at  a place  of 
dramatic  entertainment,  ami  a similar  extension 
Avas  granted  by  the  5 & 6 Vic.  c.  45,  and  its  pro- 
visions extended  to  musical  compositions. 

Hv  the  5 & 6 Wni.  IV.  c.  65,  the  autlmr  of  any 
lectures,  or  the  jierson  to  Avlmm  he  might  assign 
the  C(>pyright  iu  them,  Avas  to  have  tiie  sole  right 
of  publishing  them.  Xo  NcAvspaper  editor  is  to 
publisli  them  witliout  leave.  Ami  im  person  avIio 
is  allowe<l  to  attend  them  is  to  have  the  I'ight  to 
])ubli.sh  them.  If,  lioAVcwer,  they  arc  published, 
the  Co])vright  lasts  for  tAventy-eight  years.  To 
Secure  this  Coytyright,  lioAvcAvr,  notice  must  be 
given  to  tAvo  Justices  of  the  peace  within  five 
miles  of  the  place  where  they  are  to  be  delivered, 
two  days  beforehand.  And  it  does  not  extend  to 
lectures  deliAvn-ed  in  unlicensed  places,  or  in 
public*  selioois  ami  colleges. 

International  Copyright  was  first  granted  by 
the  1 k2  Vic.  c.  59;  but  this  Act  Avas  rejicaled 
by  the  7 & 8 Vic.  c.  12,  further  ameudevl  by  the 
15  Vic.  c.  12.  Hy  tlie  first  of  these  Acts,  the 
Queen  in  Council  Avas  iiermitted  to  gi*ant  to  the 
authors  of  original  foreign  Avorks,  such  term  of 
Copyright  ill  the  Hritish  dominions  as  she  pleased, 
nut  exceeding  the  term  allowed  for  similar  Avorks 
in  tins  country.  Hy  the  latter  Act,  the  Queen  in 
Council  may  grant  a Copyright  of  five  years  for 
an  autliorised  translation  of  foreign  Avorks;  and  I 
also  may  prohibit  for  a similar  p<*riod,  the  repre-  j 
.sentation  of  an  unauthorised  trauslalioii  of  aforeigu 
dramatic  piece. 

*^ueh  is  the  history  and  present  state  of  the  laAvs 
regarding  Copyriglit  in  this  country. 

We  may  nii'iitioii  tliat  the  copyright  in  yu'iA'atc 
letters  remains  in  the  Avriter  after  transmission  ; 
and  the  receiver  of  them,  and  his  reiu-esentatives, 
Lave  no  riglit  to  jmblish  them,  Avithout  the  cun- 
si'iit  of  the  writer  or  his  representatives. 

Copyriglit  in  France,  as  is  stated  in  the  Die- 
tfonnaire  de  I' Economie  PoUtojue^  Avas  conien'ed 
by  the  grant  of  the  soA'ereign,  as  in  England,  and 
sometimes  for  a limited  jieriod.  Tlie  ancient  Jaw 
Avas  contained  in  the  Ordonuunce  de  Houlins  i>f 
156G,  a declaration  of  Charles  IX.  in  1571,  and 
the  Letters  Patent  of  Henry  III.  L^siially  no 
limit  Avas  fixed  to  the  duration  of  Copyright,  but 
Avhen  a perpetual  Copyright  AA*as  granted,  it 
was  always  under  the  condition  that  it  should 
not  be  parted  Avitli  to  booksellers.  If  so,  it 
ceased  with  the  author’s  life.  Several  edicts  in 
1618,  1665,  1682,  1686,  and  1723,  enacted  cor- 
poral and  pecmiiarv  piiuislnueiits  against  pirates. 

The  revolution  of  17S9  changed  this.  Copy- 
right  was  granted  a.s  a right  to  every  one,  but  its 
duration  was  limited.  According  to  existing  laws, 
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the  Copyright  is  A*ested  in  an  author  ami  his  Avife 
dmirtg  their  ivsjiective  livi‘s,  ami  to  their  chihln*ii 
for  twenty  years  aflerwartls.  If  tiny  haA'e  none, 
their  heii>  huAC  it  for  ten  years,  in  dramatic 
pieces,  the  Avidow  has  the  same  as  the  chihiren, 
twenty  years. 

Accoriling  to  the  same  autliorlty,  the  Copyrights 
I in  different  countries  are  as  tblloAvs. 

, Hefore  the  union  of  Holland  and  Belgium, 
Copyright  Avas  jierpelual  in  llullaml.  In  1817, 
the  French  law  was  adojited  in  the  I'nited 
country,  and  is  iioav  continued  in  eaeli  separately. 

I In  the  ZollAvrein,  the  Prussian  law  has  been 
, adoitlcd,  which  gives  Co)i\  right  to  the  author 
during  his  life, and  to  his  heirs  for  thirty  years  after. 

I This  hiAv  Avas  adopted  in  Austria  in  I84ti. 

In  Russia  it  belongs  to  the  author  for  life,  and 
to  liis  heirs  fin*  twenty-five  yi  iu's.  Hut  if  they 
have  jmblished  a lu-w  edition  Avithin  five  wars  of 
the  expiry  of  this  term,  it  is  prolonged  for  icu 
wars. 

In  Sardinia  it  lasted  only  for  fifteen  years.  Iu 
1846,  a convention  Avas  agreed  to  Avith  France,  by 
Avhich  the  benefits  of  French  hnv  aavtc  extemleil 
to  the  subjects  of  both  nations.  We  believe  that 
a ncAv  convention  has  been  recently  concluded 
I betAveen  these  two  countries  regai'ding  literary 
properly. 

In  Portugal,  the  law  is  the  same  as  that  of 
Germany. 

In  .Spain,  according  to  the  present  laAv,  anthora 
liavc  the  Ciipyright  for  their  lives,  and  their  heirs 
for  fifty  years  after. 

Prussia  Avas  the  first  country  which  set  tho 
example  of  granting  iuteruatioiial  cojia  right.  In 
1837,  a law  avus  passed  that  every  ciuiniry  might 
secure  Cojn  right  for  its  authors  in  I'russia  npoii 
gi-anting  reciprocity.  This  avus  folloAved  by  Eng- 
land in  ls38.  In  consequence  of  these,  seA*eral 
international  treaties  of  Cojiyright  have  been 
negotiated.  France,  ho wcA'er,  has  .-ict  the  example, 
under  the  Emperor  Xapolcon  ill.,  by  a law  of 
the  28th  March,  1852,  of  forbidding  the  piraev  of 
books  and  works  of  art  published  abroail,  Aviih- 
out  requiring  reciprocity.  It  is  said,  too,  that 
stejis  are  about  to  be  taken  to  make  coi»vright 
perpetual. 

COQ,  PAUL,  born  at  Bordeaux,  chief  editor  of 
La  Ht’/nuine^  a Aveekly  review. 

Le  JSol  et  ia  Haute  BanqiiCy  ou  les  intt  rits  de  la 
cla.'ise  moyenne,  l*aris,  1850. 

COQUELIN,  CHARLES,  born  at  Dunkirk, 
the  27tli  XoA'ember,  1805.  Became  a distingui>hed 
Avi’iter  oil  Political  Economy,  both  in  tlie  Revue 
des  deux  Maudes,  and  the  Journal  des  Ecvnomistesy 
in  Avhich  he  imblished  a great  number  of  articles 
oil  banking,  credit,  circulation,  railways,  canals, 
corn  hiAvs,  money,  8cc.,  &c.  He  Avas  one  of  the 
members  of  the  council  of  the  Free  Trade  Asso- 
ciation, and  one  of  the  editors  in  chief  of  the 
excellent  French  Diefumnaire  de  rKconomie 
PoZ/fiVyae,  published  by  Guillaumin  iu  1854.  M. 
CoqueJia  died  recently.  He  has  also  published 
as  separate  Avorks  : — 

Du  Credit  et  des  Bauques.  Paris,  1848. 

Traite  de  la  filature  de  lin.  l^aris,  1845. 

COQUEREAU,  JEAN  BAPTISTE  LOUIS. 

Advocate. 
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COST  OF  PRODUCTION.  Atiy  one  wdio 
was  acquainted  ■>vith  the  methods  of  investigation 
])iirsued  in  Physical  Scieiic(‘,  since  the  days  of 
Galileo,  would  know  that  there  could  only  be  one 
gi*and  general  tln-ory  at  the  basis  of  every  science, 
which  must  accnimt  for  all  the  phenomena.  In 
ditferent  physical  sciences,  there  have  Iteen  severe 
controversies  as  to  w hich  w'as  the  true  theory,  but 
no  one  ever  su]tposed  tliat  there  could  be  more 
tliau  one.  The  ]»artisaiis  of  each  theory  were  per- 
fectly aw'aro  that  it  Avas  comiuest  or  death  foi*  it, 
andthey  never  dveamt  of  coming  to  a compromise, 
and  agreeing  that  one  class  of  phenomena  should 
be  explained  by  moans  of  one  theory,  anotlier 
class  by  means  of  another  theory,  a third,  fourth, 
fifth,  aiid  sixth  class,  by  a thii'd,  fourth,  fifth,  and 
sixth  theory. 

This,  hoAvever,  is  the  method  of  investigation 
folloAved  by  a number  of  eminent  Economists.  To 
a certain  ektent  it  appears  in  Adam  Smith,  but  it 
is  Ricardo  chiefiy  who  ado]>ts  this  plan,  and  he 
has  a number  of  influential  followers,  the  least 
Ave  ean  say  of  Avhom  is  that  they  ought  to  know 
better. 

Ricardo  divides  commodities  into  several  classes, 
and  he  endeavours  to  discover  a laAV  of  value  for 
each.  'NVe  shall  not  enter  into  all  of  these  here, 
because  that  is  fully  done  under  Ricabdo  and 
Prices,  TiiROitr  of,  but  Ave  shall  only  notice 
three  of  these  classes.  He  says  that  there  is  one 
class  of  commodities,  Avhose  quantitA'  cannot  be 
increased  by  labimr,  such  as  rare  statues,  and 
pictures,  books,  and  coins,  and  some  other  tilings, 
Avliose  value  is  g*»verned  by  the  law  of  supply  and 
demand.  Another  class  of  tliosc  Avhich  may  be 
multiplied  to  any  extent  that  may  be  desired,  and 
on  the  production  of  Avhicli,  competition  operates 
Avithout  restraint  He  says,  tliat  Cost  of  Produc- 
tion regulates  the  value  of  this  class  of  commodi- 
ties. There  is  a third  class  of  commodities,  Avhich 
are  produced  by  varying^  costs  of  production,  such 
as  corn,  metals,  coals,  &c.  In  this  class,  he  says 
the  cost  of  producing  the  quantity  raised  at  the 
greatest  expeus'.*,  regulates  the  value  of  the 
Avliole. 

To  this  method  of  iuA'estigation,  Mr.  J.  S.  Mill 
adheres.  He  says  (B.  iii.  c.  ii.  s.  4),  “This,  then, 
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is  the  LaAV  of  Value  (i.  c.  Supply  and  Demancf) 
with  respect  to  all  commodities  not  suscejitibie  ot 
being  multiplied  at  y>h‘asure.  Such  comimtdiiics, 
no  doubt,  are  exceptions.  There  is  another  law 
for  that  much  larger  class  of  things,  Avhic.h  admit 
of  delinite  (?  indeflnite)  miiltiiilicatiou.”  And 
at  p.  550,  lie  says,  he  -will — “examine  the  case 
of  commodities  which  can  be  increased  iu  quan- 
tity indefinitely  and  at  pleasure,  and  deter- 
mine by  what  law,  other  than  that  of  Demand  and 
Supply,  the  permanent  or  uATrage  values  of  such 
commodities  are  regulated.”  And  at  p.  575,  “the 
value  of  an  article  (meaning  its  natural,  w Inch  is 
the  same  thing  Avith  its  aA  crage  value)  is  deter- 
mined by  the  cost  of  that  portion  of  the  supply 
Avhich  is  produced  and  brouglit  to  market  at  the 
greatest  expense.  Tiiis  is  the  LaAv  of  Value  of 
the  third  of  the  three  classes  into  Avhich  all  com- 
modities are  divided.” 

To  this  Ave  can  only  say  that  such  a method 
of  proceeding  Avould  horrity  any  Piiysicist. 

Before,  however,  shewing  the  erroneousness  of 
these  doctrines,  avc  must  first  inquire  Avhat  Cost 
of  Production  is. 

Smitli  (B.  I.  c.  vi.,  Of  the  Component  Parts  of 
the  Price  of  Commodities ) says,  that  the  price  ot 
all  commodities  is  composed  of  three  parts, 
AVages,  Profit,  and  Rent. — “ Wages,  Profit,  and 
Rent  are  the  three  original  sources  of  all  revenue, 
as  Avell  as  of  all  exchangeable  value.”  Again, — 
“Ju  a civilised  country  there  arc  but  feAv  com- 
modities of  which  the  excliangeable  A-alue  arises 
from  labour  only,  rent  and  profit  contributing 
largely  to  that  of  the  far  greater  part  of  tliem.” 

And  in  the  next  chapter,  Of  the  Natuml  and 
Market  Price  of  Commodities,  lie  says,  that  in 
every  neighbourhood  there  is  an  ordinary  or 
aA'erage  rate  of  AA'ages,  profit,  and  rent.— “When 
the  price  of  any  commodity  is  neither  more  nor 
less  than  Avhat  is  sufficient  to  pay  the  rent  of  the 
land,  the  Avages  of  the  labour,  and  the  profits  of 
the  stock  employed  iu  raising,  prei>aring,  and 
bringing  it  to  market,  according  to  their  natural 
rates,  the  commodity  is  then  sold  for  Avhat  may 
be  called  its  natural  rate.  Tiie  commodity  is 
then  sold  precisely  for  Avhat  it  is  AAorth,  or  for 
what  it  really  costs  the  person  A\*ho  brings  it  to 
maiket.” 

He  then  says  that  though  profit  is  not  in  com- 
mon language  included  iu  i>rime  cost,  yet  if  lie 
does  not  sell  it  at  ordinary  pn>fits,  he  is  a loser  by 
his  trade,  anti,  therefore,  unless  he  receives  it,  he 
Avill  not  continue  to  produce  it. 

lu  the  passages  above  cited,  Smith  makes  rent 
a part,  or  a cause  of  price,  and  a component  part 
of  Cost  of  Production.  The  practical  meaning 
of  Avhich  is,  that  if  rents  rise  prices  must  rise  tt»o, 
and  that  if  rents  fall,  or  Avere  abolished,  prices 
Av'ould  fall  b}*  the  amount. 

But  in  chapter  xi.  Of  the  Bent  of  Land,  he 
asserts  exactly  the  contrary; — “ Heiit,  it  is  to 
be  observed,  enters  into  the  composition  of  the 
price  of  commodities  iu  a diflerent  way  from 
Avages  and  jn’otit.  High  or  low  wages  and  profit 
are  the  causes  of  high  or  low  price;  high  or  low 
rent  is  the  effect  of  it.  It  is  becausij  liigh  (H*  Ioav 
Avages  and  profit  must  be  paid  in  order  to  bring  a 
particular  commodity  to  market,  tliat  its  price  is 
high  or  loAV.  But  it  is  because  its  price  is  high  or 
loAv,  a great  deal  more,  or  a very  little  more,  or  no 
more,  than  what  is  sufiiciimf  to  p;iy  those  Avagos 


and  profit,  that  it  affords  a high  rent,  or  a Ioav 
rent,  or  no  rent  at  all.” 

Now,  this  is  a point  of  no  sliglit  practical  im- 
portance. Many  have  supposeil  that,  becau.se 
landlords  receive  higii  rents  for  their  lands,  that 
increases  the  price  of  bread,  ami  that  if  rents 
were  abolislicd,  bread  Avould  be  so  much  the 
cheaiier.  Subsequent  AATitors,  hoAvcver,  and  es- 
pecially Ricardo,  have  shoAA  ii  that  this  is  a com- 
plete error ; that  rent  comes  out  of  price,  and 
that  no  reduction  AA-onid  take  place  iu  the  price  of 
corn,  altiiongh  laudlonls  should  forego  the  Avhole 
of  their  rent.  Such  a measure  aa'ouUI  only  enable 
some  farmers  to  live  like  gentlemen,  but  would 
not  make  corn  one  fraction  the  cheaper.  All 
economists  are,  tlierefore,  uoav  agreed  tliat  the 
payment  of  rent  in  no  Avay  Avhatever  intluences 
the  price  of  agricultural  jirodnce.  This  ductriue 
may  do  good  service  iu  a political  point  of  vIcaa', 
as  showing  that  the  odium  Avhich  some  ill-iu- 
fonned  people  entertain  against  landlords  is  un- 
founded. Witli  respect,  hoAvever,  to  commodities 
iu  shops,  the  case  is  dificrcut,  as  avc  have  fully 
shown  under  Rent. 

Ricardo,  avIio  probably  invented  the  expres- 
sion Cost  of  Production,  meant  by  it  the  quantity 

labour  which  has  been  bestoAved  on  the  pro- 
duction of  a commodity.  Now,  as  Ricardo  and 
Smith  themsoh'cs  admit,  (luaniities  of  diflerent 
kinds  of  labour  cannot  be  compared  together. 
Tlie  only  Avay  of  comparing  them  is  according  to 
their  remuneration,  or  Avages.  Wages  are,  there- 
fore, unquestionably,  i)art  of  CosTOf  Production. 
But  the  f|Ucstion  is  Avhetlier  profits  ought  to  be 
held  to  be  part  of  it.  Smith,  Ave  liave  seen  above, 
says  that  Profits  ought  to  be  included  in  Natural 
j Price,  Avhich  is  equivalent  to  Cost  of  Production, 
because,  if  no  profits  were  made,  production 
Avould  cease.  Ricardo,  in  his  3rd  edition,  admits 
that  Profits  are  to  be  iiicludi'd  under  that  term. 
James  Mill,  avIio  resolved  all  value  into  labour, 
makes  profits  to  be  included  under  labour. 

Colonel  XoiTcns  refuses  to  consider  jn'otit  a.s 
forming  one  of  tiie  elements  of  Cost  of  Produc- 
tion. He  says — “ Those  Avriters  avIio  cimtend  for 
the  general  equality  of  market  and  natural  price, 
include  the  customary  rate  of  profit  under  tlic 
term  natural  price,  or  cost  of  jn-oduction.  I5ut 
this  classification  is  highly  unphilosophical  and 
incorrect.  The  profits  of  stock  never  make  any 
j)art  of  the  expense  of  production ; they  are,  on 
the  contrary,  a new  creation,  brought  into  ex- 
istence iu  conse(iuence  of  this  expense.  The 
fanner,  Ave  aa'III  suppose,  expends  100  ([uarters  of 
corn  in  cultivating  his  fields,  and  obtains  in  return 
120  quarters.  In  this  case  *20  quarters,  being  the 
excess  of  produce  above  expenditure,  constitute 
the  farmer’s  profit ; but  it  would  be  absui  d to  call 
this  excess,  or  profit,  a part  of  the  exiienditure. 
The  expenditure,  or  cost  of  production,  Avas  100 
quarters.  It  has  now  been  repaid  Avith  a surplus 
of  20  quartei*s  ; and  unless  the  surplus  Avliii  h re- 
mains after  the  expenditure  is  replaced  be  a part 
of  the  expenditure,  unless,  in  fact,  120  quarters 
be  equal  to  100,  it  is  impossible  that  market  price 
should  be  equivalent  to  natural.  Supposing  that 
corn  is  £3  per  quarter,  then  iu  the  case  avc  have 
stated,  the  natural  price  of  the  farmer's  produce, 
or  the  100  quarters  expended  on  production,  Avill 
be  equivalent  to  £300  ; while  the  produce  of  120 
(luarters  obtained  in  return  Avill  be  equivalent  to 
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.iGO  COST  OF  PRODUCTION. 

. ;3(I0.  Tlio  excess  of  market  above  natural  price, 
* r <M>st  of  protluctioii,  is  profit;  ami  to  couteml 
1 hat  this  profit  is  included  in  the  cost  of  i)roduc- 
1 am,  is  tlie  same  thin;r  as  coiitciidinjr  tliat  the  100 
I uarters,  or  £300  laid  out  on  cultivation,  are 
((|ual  to  the  120  quarters,  or  £3G0  thereby  ob- 
1 lined. 

111  nianufactiirin;:,  as  well  as  in  ap’icultural 
i idiistry,  the  profit  of  stock  is  di>tinet  fnmi  the 
I ust  of  prttduetion.  Tlio  master  manufacturer 
t xpends  a certain  quantity  of  raw  material,  of 
I >ols  and  implements  of  ti-ade,  and  of  subsistence 
1 )!■  laborers,  and  ol)tains  in  reiiirn  a fth'cn  quan- 
t ty  of  tinisbed  work.  This  finished  work  must 
] itssess  a hi;^dier  exchan;reable  value  tliau  the  ma- 
1 rials,  tools,  and  sub.sistenco,  by  the  advance  of 
1 liieh  it  was  obtained;  otherwise  the  master 
( mid  have  no  inducement  to  continue  his  business. 

I lanufaeturin;^  industry  W4nild  cease  if  the  value 
j roduced  did  not  exceed  the  value  expended. 
J ut  it  is  the  excess  of  value  which  the  finished 
^ ork  possesses  above  the  value  of  the  materials, 
i nplemcnts,  and  subsistence  expended,  that  c.on- 
f iiute  the  master’s  profit;  and  therefore  we 
i umot  assert  that  the  prttfit  of  his  stock  is  in- 
i uded  in  the  cost  of  jirodiiciion,  witliout  atiirm- 
i i;r  the  p-oss  absurdity  that  the  excess  of  value 
a love  expenditure  constitutes  a part  of  expendi- 
t ire-  Supiiosing  that  the  materials,  tools,  and 
s ibsistence  c<»st  £300,  and  that  the  fini.shed  work 
i M'ortli  £3G0,  then  the  diflertmce  will  be  the 
r aster’s  profit ; and  wo  canmtt  maintain  that  the 
a mnal  profit  is  ineUuhal  in  the  amount  of  expen- 
t ture,  or  cost  of  production,  without  urging  the 
c mtradiction  that  £300  are  0(pial  to  £300. 

‘*'rhe  profit  of  slock,  so  far  from  forming  any 
]:  irt  of  the  cost  of  production,  is  a surplus  remaiu- 
i g after  this  cost  has  b(*en  completely  replaced. 

I I carrying  on  their  business,  the  farmer  ami 
n annfacturer  do  not  expend  their  profit,  they 
c eate  it.  It  forms  no  part  of  their  first  a<lvanccs ; 
0 1 the  contrary,  it  forms  a part  of  their  subse- 
q lent  returns.  It  could  not  have  been  employed 
it  carrying  on  the  work  of  production,  because, 
u itil  this  work  was  completed,  it  had  no  exist- 
c ce.  It  is  essentially  a .surplus,  a now  creation, 

0 er  and  above  all  that  is  neces.'sarv  to  replace  the 
c*  St  of  production,  or,  in  other  words,  the  capital 
a Ivanced.”  iMr.  Senior  says,  that  Col.  Tomms 
if  just  in  his  criticism  on  this  expression,  and 
a lows  that  profit  is  not  a means  but  a result. 
1'  at  he  says  tiiat  Col.  Torrens  has  erred  by  omit- 
ti  ig  to  substitute  alistinence,  or  some  equivalent 
e pression,  for  profit.  He  then  says  that  Cost  of 

1 roduction  means  the  sum  of  labour,  and  absti- 
n nee  necessary  for  production.  I>ui  as  he  de- 
li les  wages  to  l>e  the  reward  of  labour,  ami  profit 
tl  e reward  of  abstinence,  he  in  fact  makes  Cost 
o:  Production  to  consist  of  AVages  ami  Profits; 
ilongh  he  says  that  Col.  Torrens  is  right  in 
n fusing  to  make  profits  an  eleuiciit  in  the 
e:  pression. 

Air,  J.  S.  Alill  makes  quantity  of  labour  and 
pi  atits  to  be  the  natural  and  necessary  elements  of 
C »st  of  Production. 

There  is  an  element,  too,  which  he  rightly  says 
is  a casual  one,  namely  taxes.  All  taxes  laid  on 
tl  3 article  itself,  sucli  as  customs  and  excise,  ai*e 

III  uiift>tly  part  of  the  exf)ense  of  Pmduction. 

Ami  iiere  avc  see  how  llicardo,  and  many  other 

cc  momists,  lU'C  inconsistent  witli  themselves'  They 


Ju.^tly  say,  that  Rent  has  no  influence  on  the  price 
of  agricultural  produce.  But  it  is  quite  manifest 
that  Tithes  aie  exactly  of  the  same  nature  as 
Rent,  and  tliat  the  influeuce  of  Rent  and  Tithes 
must  be  exactly  the  same.  Nevertheless,  while 
these  writers  see  justly  enough,  that  Rent  is  a 
mere  share  of  the  pndits,  ami  cannot  inlbimice 
price,  they  consider  'i'ithes  to  be  a tax  on  the  pro- 
ilucc,  and  therchtre  that  tliey  raise  its  price  to  the 
consiiiner.  Bin  this  is  manifestly  an  error.  Rent 
and  Tithes  are  both  a ahare  of  the  produce  and 
not  a tax  upon  the  produce.  Tliey  must  there- 
fore ]>oth  be  e.xcluded  from  Co.st  of  Production — 
(Rknt;  'Fithis). 

Now  with  respect  to  the  question  whether  Profits 
should  be  included  in  the  term  Cost  of  Production, 
it  appears  to  n.s  tliat  Col,  'rorrens  has  the  boiler 
shew  of  reason.  Adam  Smith  himself  clearly 
allows  that  profits  are  no  part  of  prime  cost.  Pro- 
duction is  tlie  placing  any  quantity  in  a reipiireJ 
place,  and  no  d(Uibt,  unless  tliere  were  profits  anti- 
cipated, production  would  cease.  But  prolits,  as 
it  appears  to  us.  arc  the  inducement  to  produce, 
but  not  part  of  the  cost  of  producing.  It  seems 
better  to  restrict  the  expression,  cost  of  produc- 
tion, strictly  to  Avhat  mercantile  men  call  prime 
cost.  The  protits  are  the  difterence  between  prime 
co&t  and  market  price. 

Some  Economists,  too,  are  anxious  to  discrimi- 
nate between  tlie  quantity  of  labour  ami  the  wages 
of  labour.  They  say  that  the  wages  of  labour 
have  no  inlluence  on  price,  but  only  the  quantity 
of  labour.  W e cannot  agree  in  tiiis.  Quantities 
of  difFercut  kinds  of  labour  cannot  be  compared 
together.  Tlie  only  way  an  employer  can  appre- 
ciate (pumtities  of  labour,  is  by  means  <if  the  sum 
he  pays  for  it,  or  by  wages.  The  only  way  he 
ran  know  whether  he  has  made  a profit,  is  by  see- 
ing whether  he  has  received  more  money  for  the 
^ini^lK■d  article  than  he  expended  on  producing  it. 

Tliese  consid' ■rations,  however,  in  no  wayutl'ect 
tlie  questions  we  are  now  going  to  discuss,  because 
whichever  May  we  look  at  it — and  tliere  are,  M*e 
admit,  very  plausible  reasons  for  looking  at  it  either 
way — it  is  fully  admitted  that  unless  jwofits  are 
made,  production  must  cease.  Consequently  the 
prolits  may  be  regarded  as  a constant  quantity 
M'hich  do  not  affect  variations  of  value. 

d'he  question  now  to  be  discussed  is  this. 
Ricardo  divided  exchangeable  quantities  into  se- 
veral distinct  classes,  and  for  each  class  he  lays 
down  a separate  and  distinct  law  of  value.  And 
in  this  he  has  been  followed  by  many  writers 
since,  and  particularly  by  Mr.  Alill.  Now  this 
is  M’luit  would  never  be  permitted  in  any  other 
jihysical  scienor  M'hatever,  and  vra  iiave  now  to 
investigate  whetlier  it  is  a correct  mode  of  re:ison- 
iiig  in  Bolitical  Economy. 

Ricardo  says,  chap.  *xxx.— “ It  is  the  cost  of 
production  M’hieh  must  ultimately  regulate  the 
l»ricc  of  Commodities,  and  not,  as  has  often  been 
said,  tiie  proportion  between  the  supply  and  de- 
mand; the  proportion  between  supply  and  de- 
mand may,  imh  ed,  for  a time,  affect  the  market 
value  of  a commodity,  mitil  it  is  sujiplied  in 
greater  or  less  abundance,  according  as  the  de- 
mand may  have  increased  or  diminished,  but  this 
elfeet  M'ili  be  only  of  temporary  duration.  * * * 

‘"The  opinion  that  the  price  of  commodities 
depends  solely  on  the  proportion  of  supply  to 
demand,  or  demand  to  supply,  has  become  abnost 
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an  axiom  in  political  economy,  and  bas  been  tlie 
source  of  much  error  in  that  science.” 

He  then  quotes  the  doctrine  of  Say  that  supply 
and  demand  regulate  prices  at  all  times,  but 
that  cost  of  production  is  a limit  behov  uhich 
they  cannot  remain  for  any  length  of  time,  be- 
cause production  M'ould  then  be  either  entirely 
stopped  or  diminished.  And  Lord  Landerdale.’s 
doctrine,  (which  w'e  havestated  underCoxTixriTv, 
Law  op.  Prices,  Tiieory  of)  and  he  says— 
“This  is  true  of  monopolized  commodities,  ami, 
indetMl,  of  the  market  price  of  all  other  commodi- 
ties for  a limited  period.  If  the  demand  for  hats 
should  be  doubled,  the  price  would  immediately 
rise,  but  the  rise  would  only  be  tmuporarv;  unless 
the  cost  of  production  of  hal.s,  or  their  natural 
price,  were  raised.  If  the  natural  price  of  bread 
should  fall  50  per  cent,  from  some  great  discovery 
in  the  science  of  agriculture,  the  dematuHvould 
not  greatly  iiicrea.se,  for  no  man  would  desire 
more  than  would  satisfy  his  wants,  and  as  the 
demand  would  not  increase,  neither  >vouId  the 
supply ; for  a commodity  is  not  supplied  merefy 
b:*caiise  it  can  be  jiroduced,  but  because  tiiere  is  a 
demand  for  it.  Here,  then,  we  have  acasewliere 
the  supply  and  demand  liave  scarcely  varied,  or 
if  they  have  increiused,  they  have  increased  in 
the  same  proportion  ; ami  yet  the  price  of  bread 
will  have  fallen  50  jiercent.,  at  a time,  too,  Avheii 
the  value  of  money  had  continued  invariable. 

“ Coinniodities  which  are  monopolized,  cither 
by  an  individual,  or  by  a comjianv,  vary  .accord- 
ing to  the  law  which  Lord  Lauderdale' has  laid 
down ; they  tall  in  proportion  as  sellers  augment 
their  quantity,  and  rise  in  proportion  to  the 
eagerness^  of  the  buyers  to  ptircliase  them,  their 
price  has  no  necessary  connection  with  their 
natural  value ; but  tlie  jirices  of  commodities 
which  are  subject  to  competition,  and  whose 
quantity  may  be  increased  in  any  moderate 
degree,  Avill  ultimately  depend,  not  on  the  state  ■ 
of  ilemami  ami  siipjily,  but  in  the  incre<iscd  or 
dimimshed  cost  of  their  production.” 

Air.  .L  S.  All'll  agrees  in  this  doctrine.  AVc  I 
have  shewn  above  that  he  says  that  there  is  a I 
law  ditferent  from  supply  and  demand,  wliich  I 
regulates  the  iiermaneut  or  average  values  of  the  ! 
class  of  commodities  we  are  considering.  And  ' 
m agreement  with  Ricardo  lie  says,— « H H ' 
therefore,  strictly  correct  to  say,  that  the  value 
ot  things  w'liich  can  be  increased  in  quantity  at 
pleasure,  does  not  depend  (except  accideutaliy, 
and  during  the  time  necessary  for  production  to  i 
adjust  itself)  upon  demand  and  supply ; on  the  I 1 

Contrary,  demand  ami  supply  depend  upon  it.” I 

lo  recapitulate,  tlemami  and  suiuiiv  govern  . i 
tlie  value  of  all  thiiiKs  wliich  cannot  be  imlcli-  | 
iiitely  imrcascji ; except  tliat,  even  for  tliom,  t 
when  pro.lnced  by  imlustry,  there  is  a ininininui 
value  (leternimed  by  cost  of  prodnetion.  lint  in  ! 
all  tinng.s  which  admit  of  imielinite  miiltiplica-  s 
tioii,  demand  and  supply  only  determine  the  i 
liertuibatmus  of  value,  during  a period  whicli  i 
cannot  exceed  the  lengtli  of  time  necessary  for 
altering  the  snpjily.”  I 

Our  readers  will  observe  IMr.  Mill’s  re.xsonim/.  I 
lie  sa\s  that  tlie  value  at  ««,/  |)artk-iilar  time  L t 
the  lesiilt  of  supply  and  demand;  the  nlaia  ( 
ineamng  of  winch  is,  that  the  value  at  all  times  i 
IS  the  result  of  supply  ami  demand.  And  then  1 
he  goes  to  search  for  a law  other  than  demand  s 
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G and  supply,  w'hieh  regulates  their  permanent 
value!  That  is  to  .say,  their  permanent  value  is 
y regulated  by  a different  hiw  from  that  which 
t regulates  it  at  all  times! 
h Alalthus,  who  was  a good  mathematician, 
naturally  felt  that  Ricardo’s  method  of  reasoning 
r was  inadmissible.  He  says  ( Principles  of  Political 
s Economy,  p.  71  )— “It  has  Ijcen  .^liow'ii  that  no 
, j change  can  take  place  in  the  market  prices  of 

- commodities,  witliout  some  previous  change  in 
, the  relation  of  the  demand  to  the  snpplv;  and 

- , the  question  is,  whether  the  same  po.<ition'is  true 
i I in  reference  to  natural  prices?  This  question 

must  of  Course  be  determined  by  attending  care- 
i tully  to  the  nature  of  the  change  which  an  altera- 
tion in  the  cost  of  production  occasions  in  the 
1 state  of  the  demand  and  tlie  ^upply,  and  ]iarti- 
j cnlarly  to  the  .■^pi-cific  and  immediate  cause  by 
I w hich  the  change  of  price  w hich  takes  place  is 
ellected.  ' 

\\  c all  allow,  that  wlieu  the  cost  of  produc- 
tion diminishes,  a fall  of  price  is  almost  uni- 
versally the  consequence;  but  what  is  it  speci- 
fically,  W'hieh  forces  dow  n the  price  of  the  com- 
modity ? It  has  been  shown  in  the  preceding 
section,  that  it  is  uii  actual  or  contingent  excess 
of  snjiply. 

“ \Ve  all  allow  that  when  the  Cost  of  Produc- 
tion increases,  the  prices  of  commodities  ri.se. 
But  what  is  it  specifically,  which  forces  up  the 
price  ? It  has  been  .shown  that  it  is  an  actual  or 
I contingent  failure  of  supply.  Remove  these 
actual  or  contingent  variaiion.s  of  the  supply; 
tliat  is,  lot  the  extent  of  the  supply  remain 
e.xaclly  the  same,  without  excess  or  failure, 
whether  the  cost  of  production  rises  or  falls  ; and 
there  i^not  the  slightest  ground  for  su]>posing  that 
any  variation  of  price  uumld  take  place. 

‘‘If,  tor  instance,  all  tlie  commodities  which 
j aie  produced  in  this  country,  whetlier  agricultural 
or  manufactured,  could  be  produced  during  the 
next  ten  years  without  labour,  but  could  only  be 
I siipiilied  exactly  in  the  same  quantitie.s  as  ‘they 
I W'ould  be  in  the  actual  state  of  things;  then,  su]>- 
I posing  the  wills  ami  means  of  the  purchasers  to 
remain  the  same,  there  cannot  l)e  a doubt  that  all 
prices  would  also  remain  the  same.  But  if  this 
be  allowed,  it  follows  that  the  relation  of  the 
s>U]i])!v  to  the  demand  is  the  dominant  ]u  inciple  in 
determination  ot  prices,  whether  market  or 
natural,  and  that  the  cost  of  production  can  do 
nothing  but  in  subordination  to  it,  that  is,  merely 
as  it  affects  the  ordinary  relation  which  the  supply 
bears  to  the  demand. 

“ It  is,  how  ever,  not  necessary  to  resort  to  imagi- 
nary case.s  in  order  to  fortiiy  this  conclusion. 
Actual  experience  sliows  the  principle  in  the 
cieari ■^f  light. 

“ In  the  well  known  instance  noticed  by  Adam 
Smith,  of  the  insulhcieiit  pay  of  curates,  notwith- 
standing all  the  efforts  of  the  legislature  to  raise 
it,  a striking  proof  is  allbided  that  the  permanent 
price  of  an  article  is  determined  by  the  demand 
and  supply,  and  not  by  the  cost  iff  production 
The  real  cost  of  the  education,  would,  in  this  case’ 
be  more  likely  to  be  incnaised  than  diminished  by 
the  subscription  of  biaiefarloi's;  but  a large  jiart 
of  it  being  paid  by  benefactors,  and  not  by  the 
individuals  themselves,  it  does  not  regulate  and 
limit  the  sujqily;  and  tliis  supply,  on  account  of 
such  encouragement,  becoming  and  continuintr 
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»bmulaut,  tho  \n'\ce  is  naturally  low,  what**vcr  I 
;nav  llio  i*onl  cost  of  tlic  etlucation  given.  | 
'The  oflV'cts  of  the  [mur-nitos  iu  lowering  the 
wages  (>f  imh'pemleiii  labor,  ]'resout  another 
practical  instance  of  the  same  kind.  It  is  not 
probable  that  ]tnb!ic  money  should  be  more 
economically  managed  than  the  income  ot  indi- 
viduals; consta]uently  the  co.^t  of  rearing  a tamily 
cannot  be  supposed  to  be  dimini>hed  l*y  ]tarish 
assistance;  but  a part  of  the  expenses  being  borne 
by  thepnbUc,  and  applied  more  lurgclv  to  laborers 
with  families  than  to  single  men,  a fair  nml  inde- 
pendent price  of  labor,  adeipuite  to  tlic  mainte- 
nance of  a certain  family,  is  no  longer  a necessary 
condition  of  a suilicient  sup]>ly.  As  by  means  ot 
jtarish  rates  so  applied,  this  supply  can  be  obtained 
without  such  wages,  the  real  exists  of  .supiilying 
labor  no  longer  regulate  the  ordinary  wages  of 
independent  labor. 

“ In  fact,  in  every  kind  of  bounty  upon  pro- 
duction, the  .^ame  clYeets  must  tiecessarily  take 
place ; ami  ju>t  in  proportion  that  such  bounties 
tend  to  lower  price.s  they  siiow  that  prices  <le- 
peiui  upon  the  supply  compared  n ith  tin-  demand, 
and  not  upon  the  costs  of  production.” 

Having  now'  prosentid  to  our  readers  the 
opinions  of  these  various  Avriteis,  we  shall  cu-  , 
deavour  to  discover  some  principles  which  may 
decide  the  cemtroversy,  which  is  at  the  basis  of 
the  whole  theory  of  Kcouomieal  Dynamics. 

The  doctrine,  then,  whose  soundness  we  arc 
going  to  iuve.'-tigate  is  tliis,  that  there  are  two 
classes  of  cases  of  value,  in  the  tirst  of  wdiich 
Cost  of  Proflitcfion  re^nlates  Value,  in  the  other 
the  Cost  of  Prodactug  the  last  quantity  raised  regu~ 
lates  the  Value  of  the  wlade, 

Kow,  before  we  investigate  tlie  truth  of  these 
laws,  we  sliall  lay  down  certain  fuudamental 
principles,  tlrawii  from  the  whole  analogy  ot 
Physical  Science: — 

L There  cannot  be  more  than  one  grand  general 
Theory  of  Value. 

II.  That  if  tivo,  or  more,  Theories  tf  Value 
V'ill  apparently  account  for  any  class  of  phemwiena 
of  value,  or  changes  of  value,  that  'I  henry  only  is- 
to  be  held  as  the  true  one,  trlnch  ae<u>unts  /or  all 
the  phenomena  in  the  Science,  and  not  that  single 
class  of  phenomena  only. 

Ileiice  it  is  clear  that,  if  in  any  particular 
class  of  phenomena,  wo  have  several  tlieories 
w hich  will  apparently  account  for  them,  w\*  have, 
in  order  to  discover  which  is  the  true  law,  oulv 
to  suppose  a change  iu  the  relation  ot  the  (pian- 
tities,  and  then  that  theory  only  which  holds  good 
for  the  altered  velatiuii  of  the  (piantities,  and 
accounts  for  the  change,  is  the  true  Law,  and  all 
others  must  be  ivjectcd. 

This  is  in  exact  eouh»rmity  with  the  3rd 
Aphorism  of  the  Xocum  Organnm,  Book  I.-— 

“Quod  iu  contemplatione  insfar  causiC  cst,  id 

ill  operatione  instar  regtihe  e>t.  “ 1 hat  whicj^i  in 
Theory  is  the  Cause,  in  Practice  is  i\w  lhdeT 
The  n*sull  derivi-d  fnun  the.se  principles  is 
this,  that  the  Law  according  to  whidi  changes  of 
value  take  place,  is  the  Law'  ot  \aluc  at  all 

particular  times.  . . , 

Now',  as  soon  as  the.se  indubitable  principles 
are  laid  down,  the  day  is  lost  thv  Ricardo  and  his 
followers;  because  Ricardo  himself  admits  that 
the  law  of  Supply  and  Demand,  governs  the 
market  price  of  all  commodities  lor  a limited 
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period.  And  Mr.  !Mill  says  that  the  Law  of 
Supply  and  Jh'mand  only  governs  perturbations 
of  value. 

Now  this  ( oncedes  the  whole  question.  Be- 
cause the  law  which  governs  the  ])erlurl>ations  or 
changes  of  Value,  can  be  the  ouly  true  law  of 
Value  iu  all  particular  eases. 

, And  hero  ve  must  notice  an  ambiguity  which 
will  be  found  to  pervade  many  books  on  Political 
Economy.  That  is  the  confusion  betwiam  ‘TJnautity 
of  Labor  " and  Value  of  Labor,”  which  arc  very 
ditlVrcnr  things,  but  which  are  often  included 
undrr  the  term  “Cost  of  Production.” 

Dc  Quincey  w'ho,  in  the  Templar  s Dialogues, 
has  nmlertakrii  to  expound  the  Ricardian  Econo- 
mics, has  justiv  ]>ointed  out  the  distinction  between 
the  (luantJy  of  Labor"'  and  the  “ Value  oj 
LaborT  He  says  that  Smith  has  constantly  used 
the  two  expr“S^ions  as  interchangeable  and  equi- 
valent. And  he  claim.s  it  as  the  great  law  of 
value  fir.«t  ex]dained  by  Ricardo,  and  as  the  corner 
stone  of  ail  tenable  Political  Economy,  that  the 
gromul  of  t!ie  value  of  all  things  lies  in  the 
quantity  of  lohor  w'liicli  produces  them,  llo  says — 

“ Mr.  Ricardo's  doctrine  is,  that  A and  B are^  to 
each  other  in  value,  as  the  quantity  of  labor  which 
produces  A to  the  (iuautity  which  produces  B;  ot- 
to express  it  in  the  very  shortest  formula  by  sub- 
stituting the  term  base,  as  synonymous  with  pro- 
ducing labour,  all  things  are  to  each  other  in  value 
as  their  base.'-  are  in  quantity.  This  is  the  Ricar- 
dian law.”  He  then  says  that  this  doctrine  is 
(juite  contradictory  to  the  doctrine  tliat  commo- 
dities excluii'go  in  proportion  to  the  value  ot  their 
producing  labor. — “ 1 moan  to  atiirni  that  the  one 
law  is  the  direct,  formal,  and  diametrical  negation 
of  the  other:  I assert  iu  the  most  peremptory 
manner,  that  he  who  says,  ‘Tlie  value  of  A is  to 
the  value  of  B,  as  the  (iuautity  of  labour  producing 
A,  is  to  the  (iuautity  of  labour  producing  B,Qjoes 
of  necessity,  deny  by  implication,  that  the  relations 
of  value  iuHweeuA  ami  B are  governed  by  the 
value  of  the  labor  which  severally  produces  them.” 
Dc  Quincey  then  praises  Ricardo  for  his  “ inexor- 
able consistency.” 

The  distinction  is  both  true  and  important,  but 
how  ittterly  De  (Quincey  has  misunderstood  and 
misrepresented  Ricardo,  we  have  tully  shewn 
uiulor  De  (^tuNCEY,  where  we  have  exhibited 
side  by  side  De  Quiucey’s  assertion  of  what 
Ricardo’s  doctrine  is,  and  copious  extracts  from 
Ricardo  himself,  shewing  what  an  iiutritstwortliy 
guide  he  is. 

AVo  have  shewn  there  ho-w  utterly  untrue  it  is 
that  Ricardo  says  that  the  value  of  labour  has  no 
infinencG  on  price.  But  it  will  be  found  that 
Ricardo  h:u^  constantly  confoiimhHl  the  quantity 
of  labiuir,  with  the  value  of  labour,  and,  sometimes, 
he  makes  the  value  of  things  to  depend  upou  one, 
and  sometimes  upon  the  otlier. 

The  thesi  > of  the  first  three  sections  of  his  first 
chapter  is  to  prove  that  the  value  of  commo- 
dities depends  exclusively  on  tlie  of  labour 

uecossnry  f>»r  their  pnxluetkm,  ami  in  no  way 
Avhatever  upon  the  coinpcusatiou  paid  for,  or  tlio 
value  of  labour.  But  iu  § iv.,  he  expressly  says 
that  the  valie  of  labour  does  iiifiueuce  the  price 
of  commodities,  and  at  p.  4(>,  (fdrd  edition,)  ho 
I s;nys— “It  is  necessary  for  me  also  to  remark 
that  1 have  not  said,  because  one  commodity  has 
I so  much  labour  bestowed  upon  it  as  will  co.d 
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£1000,  and  another  so  much  as  will  co.s#  £2000, 
tliat  therefore  one  would  be  ofthe  value  of  £1000, 
and  the  other  of  the  value  of  £2000,  but  I have 
said  that  their  value  will  be  to  each  other  as  two 
to  one,  and  that  in  these  proportions  they  will  be 
exchanged.”  Now,  iu  lliLs  jia.ssage,  Ricardo 
clearly  asserts  that  comimtdities  will  exchange  in 
proportion  to  the  value  of  tlieir  producing  labour. 
What  becomes,  then,  of  De  Qtiiucey's  iteremptory 
a.ssertions,  and  Ricardo’s  “inexorable  coii.sis- 
tency?”  Besi4ies  this,  at  p.  4G1,  he  expressly 
calls  the  natural  price  of  things  their  money  cost 
of  production. 

Mr.  Alill  Ills  seen  f IW.  7,  p.  558^,  that,  in 
fact,  the  term  Cost  of  Production  cannot  be  re- 
stricted to  either  labour,  or  wages,  absolutely. 
It  may  be  labour  in  some  cases,  but  in  others  it 
is  money,  or  tlie  value  of  laliour.  “AVliat  the 
production  of  a thing  costs  to  its  producer,  or  its 
series  of  producers,  is  the  labour  expended  in  pro- 
ducing it.  If  we  consider  a.s  the  producer  the 
capitalist  who  makes  the  advances,  the  word 
labour  may  be  replaced  by  the  Avord  Avages. 
A\Tiat  the  ])roduce  costs  to  him,  is  the  Avages  wliich 
he  has  had  to  pay.”  Thus  Ave  see  at  ouce 
that,  quantity  of  labour  is  replaced  by  tlu^  value 
tf  laho7ir,  and  the  Avhole  of  De  C^uincey's  argu- 
ment falls  to  the  ground. 

Now  this  distinction  between  quantity  of  labour 
and  money  cost  of  production  is  of  no  slight 
importance,  because  there  are  large  quantities  of 
valuable  property  upon  Avhich  no  labour  at  all  has 
been  bestowed,  and  yet  have  cost  money.  Tims 
flocks,  herds,  cattle,  fowls  of  all  sorts.  It  is 
absurd  to  speak  of  their  groAvth  as  labour,  as 
some  economists  do.  So  the  fermentation  of  beer 
or  wine  in  a cellar.  Some  of  oui*  readers  may  be 
surprised  to  learn  that  some  economists  are  so 
determined  to  resolve  A'alue  into  labour,  and  into 
labour  only,  that  Avhen  they  are  asked  to  Avhat 
the  value  of  a tree,  or  an  animal,  or  wine  improved 
by  fermentation,  is  due,  they  maintain  it  to  be 
labour ! 

But  take  it  as  we  may,  either  (iuautity  of 
labour  or  money  co.st  of  production,  avo  sliall 
shew  that  the  doctrine  that  cost  of  production 
regulates  value  is  entirely  false;  because,  if  this 
doctrine  be  true,  it  must  necessarily  mean  : — 

1st.  That  all  things  which  are  produced  by  an 
equal  quantity  of  labour,  or  an  ofiual  money  cost, 
must  be  efjual  iu  value,  iiidepeudeutly  of  any 
other  consideration.  ] 

2iidly.  It  must  also  mean,  that  all  changes  in 
A'alue  must  be  due  to  changes  iu  cost  of  pro- 
duction, and  to  nothing  else. 

3rdly,  And  if  ditferent  tilings  produced  by 
equal  quantities  of  labour  must  be  equal  iu  A'alue, 
still  more  rigorously,  if  possible,  must  it  follow 
that  all  parts  of  the  same  thing  Avheu  ouce  j>ro- 
duc(.^d,  must  be  equal  in  value. 

He  shall  now  give  examples  of  each  of  these 
cases,  to  shew  that  the  rule  is  utterlv'  untrue. 

As  an  example  of  tlie  first  case  let  us  take  this. 
Nothing  is  more  common  iu  coal  mines  than  for 
two  seams  ot  coal  to  be  of  totally  ditferent 
qualities,  and  adapted  for  ditferent  purposes.  Noav 
let  us  suppose  that  in  anv  coal  mine,  there  Ls  a 
seam  of  excellent  coal  of  the  finest  <iuality,  and 
next  to  it,  there  is  a seam  of  coal  of  very  iuferiur 
quality.  Any  e([ual  quantities  of  these  difierent 
seams  may  be  suppose(l  to  be  raised  and  conA'eyed 
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to  market  by  exactly  the  same  quantity  of  labour, 
or  at  exactly  the  same  money  cost.  AVould  they 
sell  at  the  same  price  ? Common  sense  says  that 
they  Avonld  not. 

Again,  let  us  suppose  an  orchard,  or  garden. 
The  trees  are,  of  course,  culti\'ated  with  a certain 
amount  of  labor,  or  expense;  constMiUeiitlv,  each 
individual  ]»iecc  of  fruit  mu.st  be  the  result  of 
exactly  the  same  quantity  of  laltonr,  or  cost.  Yet 
CA'crvone  knows  that  out  of  ilicA’crv  same  orchard 
and  off  the  very  same  tree,  fruit  of  very  difierent 
(lualities  Avill  be  gathered.  AVill  these  difierent 
(jnalities  of  fruit,  fetch  the  same  price  iu  the 
market?  Common  sense  says  they  Avould  not. 

Next  let  us  take  the  tliini  case,'  for  the  sake  of 
convenience.  If  cost  of  lu'odtiction  regulates 
A'alue,  it  is  quite  clear  that  every  part  of  the  same 
thing  ought  to  bear  the  same  price,  'i'lic  slightest 
r(*llectiou,  lioweA’cr,  will  shew  that  this  is  utterlv 
false.  Take  any  animal  used  for  food,  fa- 
example.  Do  equal  (juiuitities  of  all  parts  of  the 
same  sheep,  or  the  same  o.\,  bear  the  same  price 
in  the  market  ? Common  sense  says  they  do  not. 

AVould  equal  quantities  of  the  fruit  of  a tree 
and  ot  the  wood  of  a tree  sell  for  the  same  price 
in  the  market  ? Common  sense  saA's  they  AA'ould 
I not. 

I Mr.  Mill  lias  also  seen  that  this  doctrine  is 
I quite  inapplicable  in  such  cases.  After  siip- 
I>orting  Ricardo’s  doctrine  iu  cases  of  indefinite 
production,  he  says — “ It  is  now,  however,  neces- 
sary to  take  notice  of  certain  cases  to  Avhich  from 
their  peculiar  nature  this  law  of  exchange  value 
is  inapplicable,  it  sometimes  happens  tliat  two 
different  commodities  iiave  AvIiat  may  be  termed 
a joint  cost  of  jiroduction.  Tliey  arc  both  pro- 
ducts of  the  same  operation,  or  set  of  operations; 
and  the  outlay  is  iucurred  for  the  sake  of  both 
together,  not  part  for  one,  and  part  for  the  other, 
riie  same  outlay  aa'ouM  ha\'e  to  be  incurred  for 
either  of  the  two,  if  the  other  Averc  not  AA'anted  or 
used  at  all.  There  are  not  a few  instances  of 
commodities  thus  associated  in  their  jirodiiction. 
For  example,  coke  and  coal-gas  are  both  pro- 
duced from  the  same  material,  ami  by  the  same 
operation.  In  a move  partial  sense,  liuittoa  and 
Avool  are  an  exainjile;  beef,  hides,  and  tallow; 
calves  and  dairy  produce ; chickens  and  eggs. 
Cost  of  production  can  have  nothing  to  do  with 
deciding  the  value  of  the  associated  commodilie.H 
relatively  to  each  other.  It  ouly  decides  their 
Joint  A'alue.  The  gas  and  the  coke  together  have 
to  repay  the  expenses  of  their  i>roduction,  with 
the  ordinary  ju-ofit.  To  do  this,  a giv'oii  (juantity 
of  gas,  togetlim-  Avitli  the  coke,  Avhicli  is  tlie  resi- 
duum of  its  manuJactiire,  mu.'.t  cxeliauge  for  other 
things  in  the  ratio  of  their  Joint  cost  of  lu-odiictiou. 
But  how  much  of  the  remuneration  of  the  jtro- 
(iucer  shall  be  derived  from  tlie  coke,  and  how 
much  from  the  gas,  remains  to  be  decided.  Cost 
of  jirodiiction  does  not  determine  their  prices,  but 
the  sum  of  their  prices.  A principle  is  wanting 
to  apportion  the  expenses  of  production  between 
the  two. 

“ Since  cost  of  production  here  fails  us,  Ave  mast 
reA'ert  to  a law  of  value  anterior  to  cost  of  jiro- 
duction,  and  mure  fundamental,  the  law  (>f  demand 
and  supply.’  Air,  Alill  then  goes  ou  to  explain 
the  operation  ot  tliis  law  to  these  cases,  and  tlieu 
says — “This  theorem  is  not  in  itself  of  any  '-^reat 
imporlauce ; but  the  illustration  it  affords  of  the 
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law  of  demand,  and  of  the  mode  in  which,  when 
cost  of  production  fails  to  be  applicable,  that 
other  principle  steps  in  to  supply  the  vacancy,  is 
worthy  of  particular  attention.” 

Here  is  well  exemplified  the  utterly  unscientific 
character  of  which  mc  complain  in  the  school  of 
Political  Economy  to  which  Mr.  Mill  belon'js. 
Mr.  Mill  hiin.'^elf  allows  tliat  the  investigations 
in  Political  Economy  are  to  be  conducted  in  a 
similar  spirit  to  those  of  Physical  Science.  Does 
he,  then,  we  ask,  conduct  his  investigations  in  a 
way  that  Avonld  be  permitted  in  any  physical 
science  Avhatever?  As  soon  as  any  Physicist 
saw  that  any  cases  whatever  could  by  no  pos- 
sibility be  accounted  for  by  a law  siipjtosed  to  be 
general,  he  would  at  once  abandon  such  a law. 

We  have  next  to  shew  that  no  change  iu  cost 
of  production  will  influence  value,  unless  accom- 
panied by  a change  iu  siijudy  and  demand. 

Ricardo  ami  Mr.  Mill  in  fact  admit  this, 
because  the)'  say  that  perturbations  of  value  are 
governed  by  supply  and  demand,  >vhich  in  fact  ' 
concedes  the  question.  Ricardo,  in  the  passage  I 
from  ch.  xxx.  already  quoted,  says,  “That  if  the 
demand  for  hats  should  be  doubled,  the  price 
would  immediately  rise;  but  that  rise  would  only 
be  temporary,  unless  the  cost  of  prialuctioii  of 
hats,  or  their  natural  price,  were  raised.”  But  if 
the  hats  rose  from  tlie  increased  demand,  why 
should  they  fall  again,  without  the  supply  being 
increased?  If  they  are  to  fall  again,  why  should 
they  have  risen?  If  cost  of  production,  supply, 
and  demand,  remain  exactly  the  same  after  they 
have  risen,  Iiow  can  any  change  in  their  value 
take  place?  Ricardo  has  omitted  to  state,  what 
he  meant,  no  doubt,  that  upon  the  rise  of  prices 
from  tlie  increased  demand,  a larger  supply  would 
be  produced,  which  would  again  reduce  hats  to 
their  former  value.  But  the  omission  of  this  is 
the  whole  essence  of  the  question.  Because  it 
was  the  increased  demand  Avluch  raised  them,  and 
it  would  only  be  the  increased  supply  wdiich  would 
lower  them.  Thus  shewing  that  it  is  entirely 
through  the  operation  of  demand  and  supply  that 
all  changes  iu  value  take  place. 

In  order  to  illustrate  this,  let  us  take  an 
example  of  any  manufactured  article,  such  as 
stockings.  Let  us  suppose  that  at  any  given 
lime,  they  bear  a certain  price  iu  the  market,  iio 
matter  what,  and  that  there  is  a certain  demand 
for  them  at  that  price. 

Let  us  suppose  that  at  a certaiu  time  before  the 
introduction  of  inacitinerv,  a manufacturer  em- 
plov(.Ml  1,000  hands.  Suppose,  then,  that  he 
invents  a ])icce  of  machinery,  by  which  he  can 
])ruduce  tlie  same  quamity  of  stockings,  but  at  the 
expense  nliicli  only  .50  men  would  be.  Now,  if 
he  only  jiroduces  tlie  sanu'  (piamity  as  before,  as 
he  will  of  course  take  tiie  best  price  he  can  get  for 
tliem.  the  demand  remaining  the  same,  it  is  quite 
evidiait  tiiat  no  alteration  in  price  will  ensue,  and 
all  tlie  i»rofit  accruing  from  this  diminution  in  cost 
of  pruduetion  will  go  into  the  pocket  of  the  pro- 
ducer. Couse([UeiitIy,  if  he  docs  not  manufacture 
any  additional  quantity,  uo  alteration  in  tlie 
market  price  will  follow;  everything  will  goon 
as  before.  The  only  difterence  will  be,  that  that 
particular  manufacturer  will  make  enormous  pro- 
fits, owing  to  his  sagacity  and  skill  in  inventing 
tliis  machinery. 

But  if  the  materials  for  making  the  stockings 
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can  bo  supplied  in  unlimited  quantities,  the  ma- 
nufacturer will  naturally  wdsh  to  increase  the 
quantity  he  produces,  and  realize  gi'eater  profits. 
But  if  he  pi'oduce  a greater  quantity  than  before, 
that  increas->d  quantity  will  not  be  sold  unless  at 
a diminished  price,  so  as  to  increase  the  circle  of 
buyers.  But  as  the  cost  of  production  to  him 
has  been  reduced,  he  can  afford  to  sell  at  a dimi- 
nished pricr,  and  the  more  he  w ishes  to  sell,  the 
more  must  flie  price  be  reduced. 

Now  it  is  quite  evident  that  the  increased 
quantity  thrown  on  the  market  by  this  single 
raauufactun  r,  and  ofFered  at  a diminished  price, 
must  affect  the  prices  of  the  whole  quantity  iu 
the  market,  because  every  one  else  must  consent 
to  sell  at  ihe  same  price  to  effect  a sale  at  all. 
Thus  ever)  single  manufacturer  must  accommo- 
date his  prices  to  the  market  price,  ami  if  lie 
cannot  produce  at  the  market  price,  he  will  have 
to  cease  produciiig.  As  we  may  suppose  that 
there  are  various  degrees  of  skilfulness  and 
economy  among  the  various  manufacturers,  it  is 
quite  evident  that  at  every  successive  diminution 
of  the  market  price,  those  in  succession  will 
have  to  cea.se  working,  wdio  are  least  able  to 
produce  chrajdy.  Hence  it  is  quite  clear  that  it 
is  the  market  price  which  regulates  the  quantity 
of  expense  that  can  be  afforded  in  producing, 
and  that  it  is  the  quantity  that  can  be  produced  at 
the  least  expense  compared  to  the  whole  quantity 
that  can  be  -^old,  that  regulates  the  market  price. 

These  examples  are  quite  sufficient  to  show 
that  the  L iw  that  Cost  of  Production  regulates 
Value  in  cases  of  freely-produced  commodities, 
wdiolly  fails. 

We  have  now  to  examine  the  other  case  where 
Cost  of  P'oduction  is  said  to  re^iulate  value, 
namely,  where  commodities  are  produced  by 
means  of  a >crios  of  varying  Costs  of  Production. 
These  commodities  are  corn,  coals,  metals,  &c. 

Piicardo  asserts  that  it  is  the  cost  of  producing 
the  last  f|unutitv  raised  under  the  most  unfavour- 
able circumstances  that  regulates  the  value  of  tho 
whole  produce. 

We  affirm,  on  the  contrary,  that  supply  and 
demand  is  the  sole  regulator  of  market  price,  and 
that  the  market  price  indicates  the  greatest  Cost 
of  Production  that  can  be  afforded,  or  the  most 
unfavourable  circumstances  under  which  produc- 
tion can  take  place. 

The  Ricardian  Theory  of  Rent  is  fully  exhi- 
bited under  Rent,  and  granting  that  production 
will  cease  when  it  ceases  to  be  remunerative,  the 
only  question  is  to  decide  whether  it  is  Cost  of 
Production  tliat  regulates  market  price,  or  market 
price  which  indicates  the  limits  of  Cost  of  Pro- 
duction. Ricardo  says,  page  60: — “ W/ien  /and 
of  an  inferi' O'  quality  is  taken  into  cultivation,  the 
exchangeable  value  of  raw  produce  tcill  rise,  because 
more  labour  is  requicrd  to  produce  it'''  We  think 
that  Ilie  subjects  connected  iu  this  paragraph 
should  have  been  arranged  thus : — “ When  the 
exchangeable  value  of  raw  produce  rises,  land  of 
an  inferior  quality  will  he  taken  into  cultivation  be^ 
cause  more  labour  may  he  profitably  employed  in 
producing  it." 

During  the  great  revolutionary  war  a succession 
of  bad  harvests,  joined  to  other  causes,  produced 
:ia  enormous  rise  in  the  price  of  corn,  so  that  in 
181*2  Avheat  readied  the  price  of  130s.  a quarter. 
Owing  to  this  extraordinary  rise  of  price  an  im- 
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mense  quantity  of  inferior  land  was  taken  into 
cultivation  at  an  extravagant  cost,  because  the  far- 
mers expected  that  high  prices  would  be  perma- 
nent. Now,  supposing  that  the  old  lands  iu  culti- 
vation produced  no  more  l1  .ni  they  did  during  the 
years  of  .scarcity,  what  would  be  the  nece.ssarv 
consequence  of  this  additional  quantity  thrown  oil 
the  market?  As  the  quantity  of  land  taken  into 
cultivation  could  only  be  increased  gradual ly,  the 
first  quantity  added  to  the  existing  suiiply  would 
not  have  added  much  to  it.  The  proportion  be- 
tween the  increment  and  the  existing  supply  would 
not  have  been  great,  consequently  it  would  oiilv 
lower  tlie  prices  a little,  and  "would  leave  "a 
large  profit  to  tho  producer.  But  the  more  land 
that  was  brought  into  cultivation  the  more  would 
the  quantity  of  corn  brouglit  to  market  be,  ami  ' 
the  more  would  the  prices  be  lowered.  And  this  ' 
miglit  go  on  until  the  constantly  increasing  quail-  ' 
titles  of  coni  lowered  the  ]wice  so  much,  tliut  it  i 
would  only  just  leave  a profit,  and  furtlier  produc- 
tion would  cease.  Any  further  quantity  poured  i 
on  the  market  could  only  depress  the  market  price  ^ 
below  tlie  cost  of  production,  ami  ruin  the  pro- 
ducers. Assuming,  therefore,  that  market  price 
and  cost  of  production  meet,  the  only  question  is, 
which  govenis  the  otlicr. 

It  is  perfectly  clear  that  at  all  times  the 
market  price  is  solely  governed  by  demand  and 
supply.  If  there  is  not  an  adequate  supply,  the 
market  price  would  remain  permanently  "above 
the  Cost  of  Production ; if  the  market  continued 
to  be  over  supplied,  the  ju'ice  would  remain  con- 
stantly below  the  Cost  of  Production.  Let  the 
Cost  of  Production  be  what  it  will,  no  change  iu 
market  price  will  take  place  excejit  through  an  ' 
alteration  of  tlie  supply  or  the  demand.  Hence 
it  Ls  perfectly  clear  tliat  it  is  always  the  market 
price  which  indicates  the  greatest"  expense  that 
can  be  afforded  as  Cost  of  Production. 

Exactly  the  same  principle  holds  good  witli 
regard  to  mines.  The  Cost  of  Production  of  all 
minerals  may  vary  in  a series  of  regular  grada- 
tions, and  at  any  particular  time  it  is  the  market 
price  which  indicates  the  most  unfav'ourable  cir- 
cumstances under  which  production  will  take 
place.  Mr.  Mill  says  (IV.  ii.,  p.  10,  23)  that 
money  is  a commodity,  ami  its  value  is  determined 
like  that  of  other  commodities,  temporarily  by 
demand  and  supply,  permanently,  ami  ou  the  ; 
average,  by  Cost  of  Production.  But  who  can  tell  ' 
what  the  Cost  of  Production  of  the  money  which 
is  iu  circulation  has  been  ? No  one  can  tell 
where  the  gold  of  which  the  money  of  the  world  ! 

IS  made  came  from.  Coinages  are  melted  and 
^melted  through  iunumerable  series  of  ages.  A 
French  Economist  says  that  during  the  last  cen- 
tury, in  the  remote  districts  of  France,  there  were 
actually  coins  in  circulation  of  the  period  of  the 
Roman  Empire.  There  is  nothing  extravagant 
in  the  supposition,  nay,  there  is  every  probability, 
that  a part  ot  the  actual  gold  of  which  theexisting 
coins  are  made  may  have  come  down  to  us  froiu 
the  Egyptians.  It  has  certainly  come  from  a vast 
variety  of  quarters,  and  been  proiluced  under  all 
sorts  of  varying  degrees  of  expense.  And  who 

can  possibly  tell  what  its  Cost  of  Production  has 
been  ? 

It  appears,  therefore,  that  the  doctrine  that  I 
there  are  different  classes  of  commodities,  whose  I 
values  are  governed  by  fundamentally  distinct  ' 


j laws,  is  not  only  utterly  repugnant  to  all  physical 
( science,  but  it  is  shown  to  be  utterly  untrue  iu 
! itself.  I lie  Law  of  Continuity  abolishes  all  these 
false  distinct iniis.  And  this  is  no  immaterial 

dispute  about  words,  it  i.s  not  mere  logoinachv, 
but  it  is  a fumlamentul  difference  of  principle 
between  two  distinct  systems  of  Political  Eco- 
nomy. Me  say  that  those  who  hold  sucli  views 
not  only  completely  break  that  Cominiiity  of 
►Science,  which  Bacon  so  earnestly  ami  solemnly 
preached,  but  they  mauife^tly  invert  cause  and 
effect. 

j It  is  so  extremely  important  to  understand  the 
e l^xllai.')  hich  runs  through  the 
whole  of  this  system  of  Political  Economy,  that 
we  may  give  an  illustration.  It  is  well  known 
that  the  cultivation  <if  certain  agricultural  pro- 
ducts, ami  the  climate  they  can  tiourish  in,  are 
intimately  connected.  At  certaiu  points  the 
culti\ utioii  ot  maize,  tho  vine.'^,  olives,  the  palm, 
ceases,  ami  the  average  Temjterature  of  the  lines 
where  each  product  ceases  to  be  cultivated,  can 
be  easily  ascertained  by  ob.'^ervatiou.  Now, 
reasoning  according  to  the  doctrines  we  have 
been  discussing,  we  ought  to  say  that  the  bouii- 
diU’ies  of  the  cultivation  of  these  products  regu~ 

I lated  the  climate  of  the  place,  when  it  is  mani- 
I festly  the  reverse,  it  is  the  climate  which  indicates 
tlie  possibility  of  their  being  raised  with  a profit. 

Or  again,  there  is  a certain  kind  of  letter 
weiglit,  which  indicates  the  weight  of  the  letter 
by  raising  a series  of  weights  in  succession  ; now 
it  is  quite  clear  that  it  is  not  the  last  weight 
raised  which^  regulates  the  weight  of  the  letter, 
but  the  weight  of  the  letter  which  regulates 
whicii  weight  will  be  raised  last. 

It  is  perfectly  true  tliat  iu  a great  many  cases 
the  natural  effects  of  competition  will"  cause 
the  price  to  approach  very  nearly  to  Cost 
of  Production,  and  Ricardo’s  law  will  ap- 
parently be  found  to  answer.  But  this  is 
just  oue  of  the  things  which  must  be  most  sedu- 
lously guarded  agaiust  iu  science,  viz.,  to  give  iu 
a careless  adherence  to  a form  of  expression,  or  a 
theory,  which  is  radically  erroneous,  because  it 
appears  to  account  for  i>henomena.  It  is  the 
very  purpose  of  Inductive  Logic  to  discriminate 
between  rival  theories.  The  history  of  Physical 
Science  furnislies  abundant  examph-s  to  guide  us. 
We  may  give  one.  In  the  olden  times,  philo- 
sojihuTs  thought  that  the  motion  of  projected 
bodies  had  a natural  teiuleiicy  to  decay.  They 
always  saw  that  the  motion  of  a projected  boily 
go'aduailv  diminished,  and  finally  ceased.  Now 
it  is  quite  easy  to  calculate  results  ou  this  priiu 
ciplc.  Given,  a certain  velocity  of  ]>injoction,  it 
would  have  been  quite  easy  to  caleulate'wheu  the 
motion  svould  cease,  ujioii  the  supposition  that  it 
naturally  decayed.  And  the  results  would  have 
agreed  with  the  calculations.  AVhat  could  be  more 
satisfactory?  If,  then,  it  is  ha>tily  assumed  that 
because  results  may  agree  with  calculations,  tiie 
principles  of  those  calculations  are  therefore 
necessarily  true,  these  opinions  might  have  main- 
tained tlieir  ground.  But  it  is  well  known  that 
modem  pUilosopher.s  have  eiuirelv  rejected  such 
a notion,  as  that  motion  has  a natural  tendenev  to 
decay.  They  arrive  at  the  result  by  a totally 
distinct  principle.  They  say  that  motion  has  no 
natural  tendency  to  decay,"  but  tliat  iu  all  the 
cases  we  see,  there  are  couiileractiug  principles, 
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such  as  the  resistance  of  the  air,  friction,  &c., 
which  oppose  it,  and  finally  destroy  it.  And  they 
unanimously  reject  tiie  former  mode  of  iiccouuting 
for  the  results,  and  adopt  the  latter.  Hence  we 
see  that  thon^^h  principles  are  manifestly  erro- 
neons,  which  do  not  account  for  results,  yet  it 
does  not  necessarily  follow  that  any  principle,  or 
theory,  which  does  account  for  them,  is  therefore 
necessai  ily  true,  because  in  tact  it  may  so  Inippeu 
that  several  theories  may  account  for  the  result, 
and  it  requires  judgment  and  consideration  to 
decide  which  is  the  true  one.  Now  tiie  theories 
of  value  we  have  been  discussing,  are  just  like 
the  old  theories  of  motion.  They  apparently 
account  for  results  in  a great  many  cases,  aiul 
tlierefoi’e  they  may  impose  upon  an  unwary 
tliinker.  But  they  are  dangerous  and  seducing 
errors,  utterly  opposed  to  the  fundamental  prin- 
ciples of  Natural  Philosophy,  and  to  be  repudiated 
and  rejected  by  all  those  who  study  Political  1 
Economy  in  the  true  spirit  of  Science. 

COSTAZ,  CLAUDE  ANTHELME,  who  did 

much  service  in  his  day  to  Economic  Science,  was 
born  at  Champagne,  in  the  department  of  the  Ain. 
After  the  9th  Thermidor,  he  obtained  an  appoint- 
ment in  the  office  of  the  Board  of  Agriculture, 
and  afterwards  that  of  Commerce,  in  which  he  rose 
to  be  one  of  the  chiefs.  In  1802,  he  was  one  of  the 
founders  of  the  Society  for  the  Encouragement  of 
National  Industry,  and  five  years  afterwards  he 
suggested  and  obtained  the  establishment  of  public 
lectures  in  the  Ooz/serpuioire  ties  Arts  et  MHiers^ 
which  was  just  founded.  He  vras  appointed  by 
Government  to  draw  up  the  introduction  to  the 
account  of  the  Exposition  of  National  Industry, 
w hich  was  held  the  same  year.  He  also  origi- 
nated the  Consr.ils  de  Pnid'hommes.,  which  have 
been  of  so  much  service  in  France.  In  1812,  he 
was  appointed  to  draw  up  a large  series  of  statis- 
tical tables,  relating  to  commerce  and  manufac- 
tures, to  be  laid  before  the  Corps  Lrgislalif.  They 
exhibited  the  manufacturing  condition  of  France 
in  1789,  1800,  and  1812.  lie  has  published  the 
following  works ; — 

Kssui  sur  r administration  de  V agriculture^  du 
commerce^  des  manufactures^  et  des  subsistences. 
Paris,  1818. 

llistoire  de  V administration  en  France  de  F agri- 
culture^ des  arts  utiles.^  du  commerce^  des  nianifac- 
tures^  des  subsistences,  des  mines,  et  des  usines.  Paris, 
1843. 

Mhnoii'e  sur  les  rnnyens  tpii  oiit  ament  le  grand 
develop pement  qne  Vindustrie  Franqaise  a pris  de~ 
puis  vingt  ans,  Paris,  1816. 

COSTER,  Ouvrier  niomusior. 

Organisation  du  travail,  Fbenisterie  franqaise. 
Paris,  1851. 

COTTERIL. 

An  examination  of  the  doctrines  of  Value,  as  set 
forth  by  A.  Smith,  Ricardo,  M^'Cidloch, 
London,  1831. 

COTTERILL,  CHARLES  FOSTER. 

Agricultural  Distress,  its  Cause  and  Remedy. 
London,  1850. 

The  Civil  Freedom  of  Trade ; or  the  rights  and 
duties  of  governments  in  their  relation  to  the  natural 
freedom  of  private  enterprise.  Loudon,  1856, 


COVE. 

Public  Granaries  and  (he  Cycle  of  Ike  Seasons 
in  connection  icith  Trade  and  Agt'xculture.  London, 
1856. 

COTTON,  SIR  ROBERT  BRUCE,  a cele- 
brated antiquary,  whose  collection  of  manuscripts 
forms  part  of  the  original  foundation  of  the  Bri- 
tish iMuseunt,  w'as  burn  at  Denton,  iii  Hunting- 
donshire, 22nd  January,  1570.  He  was  educated 
at  Trinity  College,  Cambridge.  He  devoted  him- 
self ardently  to  antiquarian  study,  and  collected  a 
vast  number  of  manuscripts,  charters,  &c.,  and 
documents  relating  to  the  history  of  the  country, 
which  were  chiefly  gathered  from  the  libraries  of 
the  monasteries  broken  up  by  Henry  VIII.  His 
collection  was  of  great  use  to  Camden,  Seldeu,  and 
other  writerfs  of  that  spoeies,  and  Cotton  himself 
was  held  in  the  highest  esteem  by  the  most  emi- 
nent men  in  James  I.’s  time,  as  an  authority  on  all 
points  of  constitut  ional  law.  He  was  knighted  by 
James  I.,  and  wrote  several  tracts  by  Ids  order. 
In  1611,  the  king  was  much  straitened  for  money, 
and  afraid  to  call  a parliament,  was  anxious  to 
devise  some  method  of  raising  money  without  one. 
Cotton  suggested  the  creation  of  the  rank  of 
baronet,  winch  was  to  be  sold.  The  king  was 
delighted  with  this  plan,  and  Cotton  w'as  one  of 
those  who  bought  a baronetcy.  He  was  after- 
wards empluyed  both  by  the  king  and  the  House 
of  Common.''  to  Avrite  several  tracts  on  various 
subjects.  In  1615  his  intimacy  Avith  the  vile 
favourite  of  the  king — Carr,  Earl  of  Somerset — 
caused  him  to  be  suspected  of  being  privj'  to  Sir 
Thomas  Overbury’s  murder.  He  Avas  kept  in 
confineinent  for  five  months.  A Avorse  misfortune, 
Avith  a mor*.‘  tragical  ending,  happened  to  him  in 
1629.  He  Avas  returned  to  the  first  Parliament  of 
Charles  I.,  and  Avas  in  favour  of  a redress  of  grie- 
Auinces,  but  with  all  due  res])cct  for  the  king.  A 
tract,  in  nniuuscript,  Avas  disseminated,  bearing 
the  title,  “ A Pnqcct  Iioav  a Pilnce  may  make 
himself  an  absolute  Tyrant.'’  A great  uproar 
being  made  about  it,  it  Avas  traced  to  tlie  Cottonian 
Library.  Sir  Robert  being  (piite  unconscious  of 
the  Avhole  transaction,  found  on  inquiry,  that  it 
gut  into  his  library  under  another  name,  Avithout 
his  knowledge,  and  also  Avithoiit  his  knoAvledge  had 
been  taken  from  it,  and  the  title  altered.  Al- 
though Sir  Robert  proved  his  entire  iiiuoeciice  of 
the  Avhole  transaction,  his  library  Avas  seques- 
trated ill  the  most  arbitrary  manner,  and  he  was 
forbidden  access  to  it.  He  took  this  so  much  to 
heart  that  lie  died  of  chagrin,  6tli  May,  1631,  His 
library  Avas  much  augmented  by  liis  sou  and 
grandson,  and  passed  into  the  possession  of  the 
public  in  1700.  After  various  jouraeyiugs,  it  was 
deposited  in  a house  in  Little  Dean's  Yard,  Avhere, 
in  1731,  it  aaus  much  damaged  by  fire,  111  manu- 
scripts of  great  importance  being  destroyed,  and 
99  more  injured,  in  1757  it  Avas  transferred  to 
the  British  Museum. 

Ail  Abstract  out  of  the  Records  of  the  Tower, 
touching  the  King's  Revenue.  Loudon,  1642. 

Cottoni  Posthuma. 

A Discourse  of  Foreign  IVar,  with  an  account 
of  all  the  taxations  upon  this  kingdom,  from  the 
Conquest  to  the  end  of  the  reign  of  Queen  Fliza^ 
beth.  Loudon,  1690. 

COVE,  MORGAN. 

An  Essay  on  the  Revenues  of  the  Church  of 
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England,  with  an  inquiry  into  the  abolition  or 
commutation  of  tithes.  Londou,  1816. 

COVENTRY,  GEORGE. 

On  the  Revenues  if  the  Church  of  Fngland; 
erhibiting  the  rise  and  progress  of  Ecclesiastical 
2'axation.  Loudon,  1830. 

COULON,  J.  J.  B.  Docteur  cn  droit. 

}*lan  sockde  et  humanitaire ; organisation  du 
trarnil,  et  de  Vimpbt;  secutirs  aux  pauvres.  Paris, 
1848. 

Necessite  de  F organisation  du  travail.  Paris, 
1848. 

COURNAT,  ANTOINE  AUGUSTIN. 

Recherches  sur  les  principes  mathemutiques  de 
la  Theorie  des  Uichesses.  Paris,  1838, 

COURT,  M.  HENRY. 

A Review  of  the  Income  Tax  in  its  relation  to 
the  National  Debt.,  with  suggestions  for  removal  of 
its  present  inequalities.  Londou,  1853. 

Theory  and  Facts  in  proof  that  the  Laws  for  the 
imposition  of  Tithes  are  attended  icith  the  nmst 
calamitous  consequences  to  the  country.  London, 
1826. 

Tithes — Commutation  versus  Composition.  Lon- 
don, 1831. 

COURTENAY,  THOMAS  PEREGRINE. 

The  Right  Honourable. 

A Letter  to  Lord  Grenville  on  the  Sinking  Fund. 
London,  1828. 

A Treatise  upon  the  Poor  Laws.  Loudon,  1818. 

COURTNEY,  LEONARD  H.  i 

Direct  Taxation;  an  Inquiry.  London,  1860. 

COURTOIS.  A. 

Etudes  sur  F agiotage.  Paris,  1852. 

Des  operations  dc  bourse.  Paris,  1856. 


COUSIN,  VICTOR.  This  eminent  person  Avas 
b(U'u  November  22,  1792,  at  Paris.  He  lias  pub- 
lished  one  AA'ork  relating  to  Economies — 

Justice  ct  Charile.  Paris,  1849. 

COUSINERY,  ESPRIT  MARIE. 

Essai  historique  et  critique  sur  les  monnuies 
tF argent  de  la  Ligue  Achcenne,  acconipagnee  de 
recherches  sur  les  monnaies  de  Corinthe,  de  Sieyon, 
vt  dc  Carthage.  Paris, 

COUSINS,  DENNIS  LOUIS. 

Out-door  Relief  to  Able-bodied  Paupers.  Lon- 
dou, 1850. 

COWELL,  JOHN  WELSFORD. 

Letters  to  the  Right  Hon.  F.  T.  Raring,  on  the 
institution  of  a safe  and  proftnhle  Paper  Currency. 
London,  1843. 

Further  Letters  on  Currency,  London,  1858. 

COWLEY,  J. 

A View  of  the  Rritish  Trade  to  the  Mediter- 
ranean. Loudon,  1744, 

COXE,  TENCH. 

A Mernoir  of  February,  1817,  upon  the  subject 
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of  the  Cotton  Wool  vultiraitun,  the  Cotton  trade, 
and  the  Cotton  Mnnnfavtures  of  the  United  States 
of  America.  Pliiladeli»liia,  1817. 

An  Addition  of  J)eccmber,  1817,  to  the  above. 

A T tew  oj  the  United  States  if  America.  Lon- 
don, 1795. 

CRADOCKE,  FRANCIS.  Morchant. 

An  Expedient  for  taking  away  all  Impo.’iitions, 
and  for  raking  a Revenue  wilhont  Taxes,  by  cre- 
ating Banks  for  the  Encouragement  tf  Trade 
Londou,  1660. 

CRAIG,  JOHN,  of  GiasgoAv. 

Remarks  on  some  fundatuenful  Doctrines  in 
Political  Economy.  Edinburgh,  1821. 

Elements  oJ' Political  Science.  Edinburgh,  1814. 

CRAIK,  GEORGE  LILLIE,  a distinguished 
Avriter  uu  the  Englisli  language  and  literature, 
AA'as  burn  in  Fifeshire,  in  1799,  the  sun  of  a school- 
master. In  I824  hecame  to  London,  and  Avroto 
‘‘The  Pursuit  of  JvnoAviedge  under  Difficulties," 
fur  the  Society  fur  the  Difiiisiou  of  I'seful  Kuow- 
ledge,  besides  contributing  exumsively  to  “ The 
Penny  CycIop;edia."  In  1839  he  became  editor  of 
“ Ttie  Pieturial  History  of  Eiigdaml."  After 
scA’cral  other  Avorks,  he  Avas  appointed  Professor 
of  History  and  English  Literature  in  Queen's 
College,  Belfast. 

The  History  of  British  Commerce  from  the  ear- 
liest times.  Loudon,  1844. 

CRAUFURD,  CHARLES.  Lieutenant- 
General. 

Rejiections  upon  Circnlating  Medium,  Currency, 
Prices,  Commerce,  Exchanges,  ^'C.  Loudon,  1817. 

CRAUFURD,  GEORGE,  of  Rotterdam. 

The  Doctrine  of  Equivalents,  or  an  explanation 
of  the  nature,  value,  and  power  of  money;  together 
with  their  application  in  organising  public  Finance. 
Rotterdam,,  1803. 

An  Essay  on  the  actual  Re.source.^  for  re-esia- 
hlishing  the  Finances  of  Great  Britain.  London, 
1785, 

A Letter  to  the  Right  lion.  Henry  Addington, 
on  the  Finances  of  Great  Britain.  Lontlou,  1802. 

CRAWFORD,  JOHN,  of  Paisley. 

The  Philosophy  of  Wealth.  London,  1846. 

CRAWFURD,  JOHN. 

A View  of  the  present  State  and  future  Proi^pect 
o f the  Free-trade  and  Cidouization  of  Inilia.  J^oU- 
(lon,  1829. 

An  Inquiry  into  some  of  the  principal  Mono- 
polies of  the  JCast  India  C<nnpany.  L<imIon,  1830, 

Chinese  Mmopoly  r,ramined.  London,  1830. 

Taxes  on  Knowledge ; a Jinancial  and  historical 
view  of  the  ia.xes  which  impede  the  edneution  of  the 
people.  London,  1836. 

CRAWFURD.  QUINTIN, 

Researche.H  concerning  the  Laws,  Theology^ 
Learning,  Commerce,  of  ancient  and  modern 
India.  Londou,  1807. 

CREDIT  is  the  name  of  a certain  species  of 
incorporeal  jiroperty,  called  also  a Dkwt. 
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It  is  the  right  to  denumd  u certain  sum  of 
money  from  a certain  person  at  a certain  time. 

It  is  tlierefore  the  lowest  form  of  an  annuity  : 
it  is  an  annuity  of  one  term  : it  is  the  rlglit  to  de- 
mand a single  payment,  an  annuity  \n  goncriji  is 
the  riglit  to  demand  a series  of  payments. 

An  operation  on  credit  in  commerce,  is  a sale, 
or  an  exchange,  in  which  one,  or  both,  of  the 
quantities  excliaiiged  is  a (lebt. 

The  system  of  credit  consists  in  the  creation 
and  sale  of  debts. 

It  is  divided  into  two  branches, — 1st.  Com- 
mercial Credit,  which  jirincipally  consists  in  tlie 
sale  or  exchange  of  commodities  for  debts;  2ndly, 
Banking  ('redit,  which  consists  in  the  sale  or 
exchange  of  money  and  debts  for  otlier  debts. 

The  subject  of  Credit  is  the  greatest  and  most 
abstruse  in  Political  Eeoiiom}';  what  the  Diffemi- 
tial  Cnlculus  is  in  mathematics,  what  Steam  is  in 
mechanics,  that  is  Credit  in  commerce. 

2.  Considering  the  mighty  part  wliich  Credit 
plays  in  modern  commerce,  and  the  etl'ects  it  has 
had  for  weal  or  fur  woe  upon  nations,  Ave  should 
naturally  have  expected  that  Economists  had  tlio- 
roughly  worked  out  tlie  subject,  and  were  unaiii- 
inously  agreed  upon  its  nature  and  effects. 

So  far  is  this  from  being  the  case,  that  on  no 
subject  Avliatever,  if  jmssible,  are  they  more 
utterly  at  variance  with  each  other,  and  Avliat  is 
more  surprising  still,  arc  they  more  utterly  at 
variance  with  themselves. 

3.  It  was  out  of  tiie  discussions  on  the  nature  of  , 
credit  that  motlerii  Political  Economy  took  its 
rise.  The  terrible  catastroplie  of  the  Mississippi 
scheme  in  France,  Avhich  was  an  attempt  to  ' 
realise  “ Law’s  Theory  of  Money,"  which  Avas,  in 
fact,  the  prevailing  one  of  the  age,  and  still  has 
innumerable  admirers,  set  Turgot,  then  a very 
young  man,  si)eculating  upon  the  nature  of  money 
and  credit,  and  ga\'e  rise  to  his  subseiiueiit  trea- 
tises, Turgot  did  immortal  service  to  Political 
Economy,  and  may  indeed  be  said  to  have  laid  its 
:orner  stone,  by  explaining  the  true  nature  of 
aioiiey,  but  he  entirely  failed  Avith  that  of  credit. 

In  fact,  from  that  day  to  this,  the  subject  of 
:redit  has  been  an  utter  per]dexity  to  Economists. 
To  shoAv  the  absolute  neces.sity  for  a thorough 
nvestigatioii  of  the  subject,  we  have  only  to  set 
before  our  readers  the  astounding  self-coutra- 
lictioiis  of  Ecououiists  of  the  greatest  name  on 
he  subject. 

4.  In  the  folloAving  treatise  Ave  shall  consider 
he  subject  in  the  fuIkoAuiig  order  : — 

I.  1 he  I'undamentol  Conceptiom  upon  which 
he  Theorp  of  Credit  rest'i, 

^I*  -^he  u\ature  of  Credit \ and  the  Elements  of 
he  Theory  of  Credit. 

III.  The  Mechanism  of  the  System  of  Credit. 

IV.  The  History  of  Ideas  on  the  sjdyecf  and  an 
xamination  of  the  opinions  of  modern  Econo- 
mists on  it, 

SECTION  I. 

Of  the  Fundamental  Conceptions  on 

’ '^HICH  THE  XlIEORT  OF  CrEDIT  RESTS. 

5.  The  following  are  the  Fundamental  Concep- 
ions  upon  Avhich  the  Theory  of  Credit  rests:— 

J hat  an  Lcoiiuinic  Element — or  an  article  of 
\ calth — is  anything  Avliose  value  may'’  be  mea- 
: uved,  a.s  Ai  istotle  said ; or  Avhicb  has  the  power 
< f purchasing,  as  Mr.  Mill  says. 


2.  That  Avhatever  may  be  exchanged  sei>arately, 
is  separate  property— is  an  Economic  Element — 
or  Wealth. 

3.  Tliat  Property  is  not  a Thing,  but  a Right. 

4.  Thrtt  Prope.  fy,  or  Riglits,  may  be  divided 
into  rights  to  things  in  actual  (‘xisteiice,  and 
riglit.s  to  things  Avluch  have  no  existence  at  i>re- 
seut,  but  Avill  only  come  into  existence  at  a future 
time. 

5.  Tliat  Value  is  the  Exchangeable  Relation 
between  any  tAvo  Economic  Quantities,  Avliich  are 
each  the  Value  of  the  other,  whatever  tlieir  nature 
be,  enduring  or  evanescent,  corporeal  or  incor- 
poreal, present  or  future,  general  or  particular. 

SECTION  n. 

The  nature  of  Credit,  and  the  Ele- 
ments OF  the  Theory  of  Credit. 

6.  Having  laid  doAvii  these  Fundamental  Con- 
ceptions, Ave  shall  now  proceed  to  investigate  the 
Nature  of  Cr  .'dit,  and  sIioav  how  it  arises. 

On  the  distinction  between  a Bailment  and  a 

Deut. 

■\Ve  have  now  to  call  our  readers’  attention  to 
a subject  of  the  greatest  importance,  and  wa  do  so 
Avith  tlie  greatest  solemnity  and  earnestness,  be- 
cause it  is  the  Pons  nsinornm  of  Political  Economy. 
It  is  perhaps,  at  first  sight,  of  a someAvhat  subtle 
nature,  and  could  by  no  possibility  occur  to  any 

; one  not  conversant  Avith  law  and  commerce.  But 
i it  is  one  of  those  delicate  subtleties  Avhich  occur 
in  all  sciences,  upon  Avhich  tlie  most  important 
consciiueiices  turn,  and  it  is,  in  fact,  a confusion 
on  this  point  which  is  at  the  root  of  most  of  tiie 
false  tlieories  of  currency  and  credit.  Avhich  have 
produced  such  terrible  catastroi>hes  hi  the  Avorld. 

7.  Iherc  ai  e tAVo  species  of  i)aper  documents 
which  are  in  general  use  in  commerce,  whicli  have 
some  superticial  resemblances,— that  is,  they  both 
convey  riglits  to  certain  things,  and  are  similarly 
transferable,  and  are  therefore  considen'd  by 
many  to  be  of  the  same  nature,  but  Avhich  are  yet 
fundamentally  distinct  in  their  nature,  and  in 
this  radical  distinction  is  contained  the  basis  of 
the  Theory  of  Credit. 

These  species  of  paper  documents  are — 

I.  Bills  of  Lading,  Dock  Warrants,  and  all  other 
titles  to  ?])ecilic  things. 

II.  Bank  Notes,  Bills  of  Exchange,  and  other 
forms  of  credit. 

8.  Ill  order  to  shew  clearly  the  fundamental 
distinction  betAveen  these  two  classes  of  paper 
documents,  av(  Avill  explain  how  each  arises. 

When  a man  ships  goods  on  board  a vessel,  he 
receiAU's  from  the  captain  a paper  document 
acknowledging  the  receipt  of  the  goods,  and  pro- 
mising to  deliver  them  to  Avhouisoever  shall  be 
the  oAvuer  of  the  paper.  This  document  is  called 
a Bill  op  Lai»ing. 

The  shippei  of  the  goods  sends  the  Bill  of 
Lading  to  the  consignee,  who,  directly  liereceives 
it,  may  negotiiitc  it,  i.e,  transfer  it  by  indorsement 
to  wliomsoevei  he  pleases,  in  all  respects  like  a 
Bill  of  Exchange,  ami  it  may  pass  through  any 
number  of  liamls,  ami  Avhoever  is  the  mviicr  of  it 
at  any  time  may  go  and  demand  the  goods  from 
the  captain. 

Similarly,  when  goods  arc  deposited  in  a dock 
Avarchouse,  the  dock  master  gives  a paper  docu- 
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ment  of  a similar  nature  to  the  Bill  of  Lading, 
Avhicli  is  called  a Dock  Warrant,  Avhich  is  trans- 
ferable in  all  respects  like  a Bill  of  Lading,  or 
Bill  of  Exchange,  and  Avlioever  is  the  owner  of 
the  Dock  Warrant,  is  the  owner  of  the  goods 
described  in  it,  and  is  entitled  to  deinaiul  and 
receive  them  from  the  dock  master. 

9.  Now  it  is  especially  to  be  observed  in  these 
tAvo  cases,  that  although  the  goods  are  deliA'ered 
into  the  temporary  custody  of  the  captain  or 
dock  master,  tliey  liaA'e  no  Property  in  them. 
The  Property  in  the  goods  remains  Avith  thesliip- 
per,  or  depositor,  and  is  transferred  by  him  along 
with  the  Bill  of  Lading,  or  Dock  AVarrant.  The 
captain,  or  dock  master,  is  the  mere  Bailee,  or 
Trustee  of  the  goods,  and  not  the  Owner.  He 
ha.s  no  right  to  com^ert  them  to  his  own  use,  and 
if  he  did  so,  it  Avould  lx‘  a robbery.^  and  lie  would 
be  liable  to  be  juinislied  as  a ihief  Thus  the 

1 Bill  of  Lading  and  the  Dock  Warrant  form  One 
iVoperty  Avitli  the  goods,  and  cannot  be  separated 
from  them.  The  goods  travel  with  the  paper 
document.  Thus  it  may  be  said  in  this  case, 
that  the  paper  document  represents  goods.  In  tliis 
case  there  is  no  exchange,  and  these  documents 
hav'e  no  value.,  i.e.,  they  are  not  exchangeable 
separutel)'.  They  are  not  exchangeable  for  goods 
generally,  but  are  titles  to  certain  specific  goods, 
and  no  others.  No  one  CA'cr  spoke  of  the 
of  a Bill  of  Lading,  or  a Dock  Warrant.  Such 
docniueuts  are  not  Credit,  because  tlie  oAviicr  of 
5 them  does  not  simply  believe  that  he  can  obtain 
goods  in  exchange  for  them,  but  he  knows  that  he 
has  become  the  owner  of  certain  specific  goods. 
Such  a traiisactiou  is  not  an  ExchangOj  but  a 
Bailment. 

10.  Let  us  noAv  take  the  case  of  a banker. 
Suppose  a customer  brings  100  sovereigns  tied  up 
in  a bag  to  his  banker,  ami  asks  him  to  take  care  of 
them  for  him,  and  give  them  back  to  him,  or  any 
one  he  may  choose  to  name,  on  demand.  This 
wonUI  Collier  no  Propt  rly  in  the  money  on  the 
banker.  Ho  AA'ould  huA'c  no  right  to  use  it  for 
his  own  purposes.  If  ho  gave  a receipt  fur  it, 
promising  to  deliA'cr  it  to  whomsoever  it  might 
be  transferred,  that  receipt  and  the  money 
Avould  be  One  property.  The  money  and  the 
receipt  could  not  be  separated,  and  the  very 
money  avouUI  ahvays  pass  along  Avitii  the  receipt, 
and  it  Avould  be  in  its  nature  exactly  similar  to 
a Bill  of  Lading,  or  a Dock  Warrant.  The 
banker  w'ould  be  merely  the  Bailee  or  Trustee 
of  the  money,  and  not  its  Owner,  and  if  lie  con- 
verted it  to  his  own  use,  he  Avould  be  liable  by 
laAv  to  very  severe  punishment. 

11.  But  this  is  not  the  ordinary  case  of  a 
banker  and  his  customer.  AVheii  the  customer 
pays  in  money  to  his  account  at  his  banker's,  the 
Property  in  the  money  passes  absoluitly  to  the 
hanker.  He  is  not  the  Trustee  or  the  Bailee 
of  it,  but  he  becomes  the  Owner  of  it,  and  is  en- 
titled to  use  it  in  any  Avay  he  pleases  for  his  oavd 
purposes.  In  exchange  for  this  money,  he  creates 
a Credit  in  his  customer’s  favor,  promising  to 
deliver  him  an  equal  amount  of  money  on  demand. 
This  transaction  is,  in  fact,  an  exchange  or  a sale. 
The  banker  buys  the  money  from  his  customer 
by  selling  him  the  right^  to  demand  an  equal 
quantity  of  money,  at  any  time  he  pleases.  Here, 
therefore,  a New  Property  is  created.  Tlie  cus- 
tomer may  transfer  this  property  to  whomsoever 


[ he  pleases,  and  it  has  value,  because  the  owner  of 
I it  can  exchange  it  for  money,  or  anything  else.  It 
, is  called  Credit,  because  the  oAvner  of  it  only 
I belicA'^es  he  can  obtain  money  in  exchange  for  it, 

I bat  there  is  no  specific  money  appropriated  to  it. 
The  banker  is  not  the  trustee  of  tlie  money, 
but  he  becomes  the  debtor  of  the  customer,  and 
if  unfortunately  he  should  happen  to  fail,  his  cus- 
tomers are  only  entitled  to  lia\*e  his  property 
divided  among  them,  and  must  take  their  chance 
of  having  their  debts  paid  in  full. 

Now  AA'c  must  observe  this.  By  tins  operation 
a New  Property  is  called  into  existence,  by  the 
act  of  the  Avill,  or  the  mutual  consent,  of  both 
parties.  This  debt,  or  obligation,  is  a species  of 
property  Avhidi  is  called  Credit. 

llius,  says  Mr.  Milliains,  Law  of  Personal 
Property,  p.  3,  speaking  of  debts— “ Choses  in 
action  having  iioav  become  assignable,  become 
ail  important  kind  of  personal  property."  Again, 
p.  58, — “A  legal  chose  in  action  constitutes  a 
valuable  kind  of  personal  Property. 

Again,  p.  155, — addition  to  goods  and 
chatties  in  possession,  Avhieh  have  ahvays  been 
personal  property,  and  to  Debts,  Avliich  have  long 
been  considered  .so,"  &c. 

1*2.  Hence,  avo  see  that  Credit  or  Debt  is  itself 
a speckes  of  independent  property,  AvIiich  may  be 
bought  and  sold,  and  is  so  to  theamouiit  of  millious 
ot  money  daily.  And  there  are  shops  for  the 
express  purpose  of  buying  ami  selling  this  specie.s 
ot  iiroperty.  As  tliere  are  sliojis  for  dealing  in 
bread,  ulothe.s,  furniture,  icc.,  so  there  arc  simps 
for  the  particular  purpose  of  buying  and  selling 
debts,  and  these  shops  are  called  Banks. 

And  as  there  are  fisli  markets,  and  corn  mar- 
kets, and  many  other  sorts  of  markets,  so  also 
there  is  a market  for  buying  and  selling  foreign 
debts,  which  is  called  the  Royal  Exchange. 
Thus  banks  are  nothing  but  debt  shops,  and  the 
Royal  Exchange  is  the  great  debt  market  of 
Europe. 

13.  Now  a debt  being  itself  independent,  ex- 
changeable property,  Avhich  is  bought  and  sold  to 
the  amount  of  millions  of  money  daily,  and  also 
being  the  largest  species  of  property  employed  in 
tlie  purchase  of  commodities,  is  by  the  A'ery 
force  of  the  definition  gh'eu  by  Aristotle  and 
Mr,  Mill,— Wealth! 

14.  Hence  Ave  at  once  strike  at  the  root  of  an 
enormous  amount  of  confusion  on  the  subject; 
for,  as  AA'C  have  shown  hereafter,  the  coininou 
notion  of  credit  is,  that  it  is  the  transfer  of  capital, 
Avhereas  Ave  have  shoAvn  abo\*e,  that  credit  is  the 
name  of  a certain  species  of  property. 

In  the  apparently  subtle  distinction  betAveen 
Bills  of  Lading  being  merely  titles  to  certain 
specific  property,  and  Bank  Notes  being  merely 
naked  rights  Avhich  may  be  exchanged  for  money, 
lies  the  basis  of  the  whole  Theory  of  Credit,  Avith 
all  its  enormous  couse(j[neuce3. 

On  Commercial  Credit, 

15. ^  In  order  to  present  the  subject  in  as  groat 
a variety  of  Avays  as  possible,  AA  e Avill  consider 
another  case. 

Let  us  suppose  that  two  persons  trade  Avith 
each  other,  say  a Avine  merchant  and  a tea-dealer. 
Then  if  they  Avant  from  each  other,  quantities  of 
each  other's  produce  equal  in  value,  they  can 
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effect  nn  cxclian;;je,  and  there  is  an  end  of  the 
transaction. 

U).  litit  lot  us  suppose  tiiiit  the  T\ine  mer- 
chant does  not  want  so  much  tea,  to  the  value  of 
5 lbs.  say,  as  tin*  tea-dealer  wants  wine.  Tlien 
there  will  be  an  ti!)e<|ual  exchaii^^o  of  pre.sent 
wants.  The*  matter,  li'>wever,  may  be  arrang'ed 
in  two  different  wavs. 

1.  Althoui.di  the  wine  merchant  does  not  want 
the  tea  at  present,  he  will  pml»ahly  want  it  at  sonic 
intfire  time.  The  tea-dealer  mi^dit,  therefon*, 
sever  Iroin  his  stock  of  tea  the  (inantity  due,  say 
5 lbs.,  and  set  it  apart  as  the  ]iroporty  of  the  wine 
merchant,  and  a;^ree  to  keep  if  fur  him  till  he  re- 
quires it.  lie  mi;rht  alsi)  Ltive  him  a receipt  for 
it.  ]n*unii^-in^^  to  deliver  it  To  him,  (h*  to  any  one 
who  miyht  be  the  owner  uf  the  paper,  on  demand. 
Snell  a reeei]it  mi',dit  be  transferred  from  hand  to  ] 
haini  any  number  of  times  in  commerce,  and  ! 
would  always  carry  Avitli  it  the  prupert}'  in  tiic  | 
5 Ills,  of  tea.  This  document  would  be  similar  to 
the  Iiills  of  Ladiu;:  and  Dock  AVarrants  deseribeti 
above.  It  would  form  but  one  jiroperty  with  the 
tea,  and  this  doeumeiit  rrprearuts  tea.^  The  tea- 
dealer  has  parted  with  tlie  iimperty  in  that 
sjieeitic  jKtrtiou  of  lea,  and  from  beiii^i'the  omivr 
of  it,  lias  become  merely  the  hnilee  or  trmtf'e  of  it. 
and  has  lost  all  power  to  use  it  for  his  own  prolit. 

‘i.  The  Aviuc  merchant  may  not  wi&h  to 
liave  the  tea  at  all,  nor  anytliin^^  else  at  the  time. 
He  must  have,  therefore,  a that  he  shall  be 

enabled  to  make  an  excliaiige,  or  receive  what  lie 
wants  at  smne  future  time.  And  this  pledi^o  may 
be  of  two  different  forms;  1st,  tlie  tea-dealer  may  I 
;rive  him  the  amount  of  the  debt  in  money,  which  i 
M il!  enable  him  to  get  M liat  lie  Avants  from  any 
one  else.  Ave  observe  that  this  money  is 

neither  meat  nor  drink,  nor  anything  else  useful 
to  man,  it  is  only  the  rwanN  AA'hereby  tliese  things 
can  be  got.  And  the  Avine  merchant  only  takes  it 
because  he  IwUeres  he  can  exchange  it  for  Avliat 
he  Avants  at  any  time.  It  is,  therefore,  as  has 
often  been  observed,  a general  bill  of  exchange  on 
the  Avhole  commercial  commuiiitv — it  is  general 
Crkiut. 

It  is  also  to  be  obsciwod  that  though  it  is  ex- 
changi'able  for  commodities  in  general,  it  does  mtt 
represi>nt  them,  as  bills  of  lading  reitresent  goods. 

It  issejiarate  and  independent  excliangeable  jiro- 
perty  over  and  above  commodities.  It  is  of  the 
mine  of  commoditio>,  but  does  not  represent  them. 

*Jiul.  Instead  of  giving  him  money,  the  tea- 
loaier  may  merely  gi\-e  tlie  Avino  merchant  liis 
'iroinise  to  i)ay  tlie  tea  Avheii  demanded.  XoAvg 
his  is  manifestly  nut  a general  pledge,  but  ouly  a 
•articular  one.  The  tea-<Iealer  iloes  not  part  Avith 
he  [troperty  in  any  portion  of  tlie  tea.  He  is 
;Uil  the  owner  of  all  his  oAvn  stock,  and  may  sell 
uid  disjiose  of  it  all  for  Ids  oavii  profit  if  he  pleases, 
bit  he  has  created  a pledge  that  he  Avill  deliver 
; lbs.  of  tea  Avheiievcr  he  is  asked  for  them.  Xow 
he  least  coiisidoratioii  Avill  sIicav  that  this  pledge 
s of  the  same  general  nature  A\ith  the  money. 
Hie  only  thing  is  this,  that  Avhereas  the  mouey 
s exeluingeablo  for  anything  Avith  anybody,  and 
s therefore  of  value,  this  promise  to  pay 

ea  is  only  exchangeable  for  tea  M'itli  him.  it  is, 
licrelbre,  particular  value.  Moreover,  he  may 
ail,  and  be  unable  to  pay  the  tea,  aud  therefore 
he  value  of  the  pledge  may ;be  precarious.  Money, 
herefore,  is  of  general  aud  permanent  value,  j 


i tins  pledgi  is  of  particular  .and  precarious 
■ value.  Now  this  pledge  or  ritrht  is  a ucav 
jH’opcrty  created.  It  may  bo  recorded  on  paper, 
and  transferred  fu-  exchanged  any  number  of 
times  in  coiinm*rcc,  among  jiersoiis  u ho  belieA'o 
in  the  tca-d- alcr’s  ciqiacity  t>i  ]»ay  the  tea  Avhen 
required.  1 his  document  docs  not  represrnt  5\hs. 
ol  tea,  blit  ir-  of  the  Vali'k  of  5 lbs.  of  tea. 

1/.  And  this  is  a good  opporinnity  to  point 
, out  the  enormous  mischief  the  ex[H'essioji /ft/'/’iws/c* 

! Vaittp  has  Avorked  in  Titlitical  Economy,  for  it  is 
j this  Avhich  has  been  the  chief  cause  of  the  con- 
I lusion  M'ldcli  hasarisenabont  theThefiry  of  Credit. 
It  is  Very  comimndy  said  by  writers  even  of 
the  greatest  name,  tliat  mouey  has  Intrinsic  value, 
and  jtaper  n presmtntive  value,  because  labor  has 
been  bestoAv<‘d  an  tlie  one,  and  none  on  the  other. 
Ill'’  least  rellectioii  avU!  sIioav  the  utter  absurdity 
ot  this  ilocti  iiic.  Adam  Smith  himself  says  that 
it  money  aa'i  uId  cxeliange  for  notldiig,  it  Avould 
be  of  no  V due,  Avldeh  manifestly  proA  es  that 
A'alne  docs  not  depend  on  labor  but  iqion  ex- 
changeability. In  fact  directly  ^ye  observe  that 
the  value  of  a thing  is  the  thing  for  which  it  Avill 
exdunge,  it  manifestly  folloAvs^'that  notliing  can 
have  intrinsic  value,  unless  it  has  the  th?ug  it 
will  exchange  for  inside  itself. 

18.  Now  as  the  value  of  a thing  is  the  thing 
tor  wldcli  it  will  exchange,  it  manifestly  follows 
tliat  anything  has  as  many  values,  as  things  it 
will  exchaiig.i  for.  If  a thing  will  exchange  for 
an  intinire  number  of  things,  it  has  an  infinite 
number  of  values.  If  it  Avill  oxcliauge  for  only 
one  thing  it  has  only  one  value. 

19.  Then  tore  the  I'nliie  of  a promise  is  the 
thing  lu’omised.  If  the  promise  cannot  be  fulfilled, 
then  rile  prondse  lias  lost  its  value. 

Now  tile  £ I,  or  money,  is  of  the  value  of  5 lbs, 
of  tea — and  an  iidiidty  of  other  things  besides. 

The  I'iiy  ” the  5 lbs.  of  tea  is  of 

the  valne  ot  o lbs.  of  tea — neither  more  nor  less. 

It  is  Credit  because  the  persim  avIio  receives 
it,  or  giA’cs  anything  in  exchange  for  it,  believes 
he  can  exchange  it  for  tea. 

20.  Noav  avo  see  at  once  that  tliis  Credit, 
tlKuigh  greatly  inferior  hi  security  and  generality 
ot  value,  is  nevertheless  of  the  same  fundamental 
nature  as  money,  in  fact,  it  is  only  a loAA'or  form  of 
money.  Or  i*atlier,  aa'g  may  say,  that  money  is 
(udy  the  higln-st  and  mo.st  general  form  of  Credit. 

21.  And  as  money  is  a separate  and  indepen- 
dent exchangeable  jn-ojierty,  wholly  distinct  from 
commodities,  Credit  is  separate  aud  indepen- 
dent exchangeable  property,  Avledly  distinct  from 
money  and  commodities.  Credit  is  manifestly  a 
substitute  fur  money.  And  it  is  manifest  that 
the  Avhule  aggregate  of  cominerical  debts  are 
merely  a sub.sritute  for  unequal  amount  of  money. 

22.  Credit,  lioAA  eA'cr,  is  not  generally  expressed 
in  the  form  of  a promise  to  pay  goods,  it  is  invari- 
ably, in  this  ‘■omitry  at  least,  expressed  in  the 
lorm  of  a promise  to  pay  money,  and  therefore 
it  is  of  the  value  of  money.  The  quantity  of 
cominercial  credit  Avliich  is  created  and  exchanged 
in  tliis  country  is  something  eiiormoiis,  aud  there 
is  no  possibility  ot  forming  any  estimate  of  its 
amount,  Avliich  can  bear  any  reliable  approxima- 
tion to  the  truth,  because  the  greater  jiortion  of 
it  never  gets  into  a form  Avhich  appears  to  the 
public  at  all,  but  is  locked  up  in  the  books  of 
traders. 
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23.  Hence  we  see  the  radiotil  and  fundamental 
distinction  between  Hills  of  Lading,  Dock 
AAhirrants,  lXc.,  on  the  one  Iiand,  ami  instruments 
of  Credit  on  the  other. 

Tlie  former  arc  always  simply  titles  to  certain 
si>ecilic  Goons,  they  ai\Aays  go  Avith  them,  and 
cannot  be  separated  from  them,  and  thcrefm’e  they 
form  only  One  pixiperty  Avith  them.  They  always 
arise  out  of  a Haiement,  aud  ncA'cr  out  of  an 
Exciianoe,  ami  they  may  justly  be  said  to 
Hecrksent  goods.  MoreoA'er  they  form  iio 
addition  to  tlic  mass  of  exchangeable  property. 

On  the  other  hand,  instruments  of  Credit  of  all 
sorts  are  al>vays  claims  against  the  1*erson,  and 
are  absolutely  seA*ered  from  any  coimcctiou  Avith 
any  s]>ecitic  goods,  which  is  the  very  circumstance 
fi'iuii  Avliich  they  derive  tlieir  name.  They  circu- 
late merely  on  the  belief  that  they  can  be  ex- 
changed for  money.  They  always  arise  out  of 
an  Exchange,  and  never  out  of  a Haiement. 
Hills  of  Lading,  &c.,  alnaiys  go  Avith  goods,  &c., 
Ban  k Notes,  &c.,  are  always  exchanged  for  money, 
or  goods.  J5ills  of  Lading,  ike.,  represent  gooils, 
but  Hank  Notes.  &c.,  are  of  the  Value  of  money. 
MoreoA’er  Credit  hi  all  its  shapes  and  forms,  is 
an  addition  to  the  mass  of  other  exchangeable 
property. 

24.  From  this  it  follows  tliat  Bills  of  Lading 
can  iieAxr  exceed  iu  ipiaiitity,  the  goods  they 
represent;  but  instruments  of  Credit  of  all  sorts 
immensely  exceed  in  (piantity  the  money  in  the 
country — on  the  loAA'est  calculation,  tenfold.  The 
considerations  avx  have  arri\'cd  at  A\*ill  throAv  a 
great  light  Ave  shall  find  hereafter,  on  a question 
of  momentous  consequence — the  Limits  of 
Credit. 

25.  The  considerations  we  have  presented  re- 
specting the  independent  nature  of  Credit  as  a 
siiecies  of  property,  Avill  be  manifest  to  any  one 
Avho  thinks  of  the  ordinary  language  of  commerce. 
Tims,  the  assets,  or  the  property  of  a banker,  are 
alAvays  stated  at  so  much,  ami  his  liabilities,  or 
debts,  or  the  credit  which  he  is  liable  to  exchange, 
at  so  much,  thereby  treating  the  property  aud  the 
debts  as  manifestly  independent  quantities.  So  a 
bankrupt’s  assets  are  said  to  be  so  much,  and  his 
liabilities,  or  the  credit  he  lias  created,  to  be  so 
much,  also  independent  ijuantities.  It  is  always 
usual  to  speak  of  the  A'alue  of  a bank  note  or  a 
bill  of  exchange.  No  one  CA'cr  spoke  of  the  value 
of  a bill  of  lading,  for  the  very  reason  that  there 
can  be  no  Aailue  Avithout  an  exchange,  aud  no 
exchange  without  value.  Almost  all  commercial 
crises  arise  out  of  the  excessiA'c  creation  of  that 
Species  of  property  called  Credit;  no  one  CA'er 
heard  ot  a commercial  crisis  being  produced  by 
bills  of  lading  or  dock  warrants. 

2G.  The  doctrine  that  Ave  have  stated  above, 
that  credit  is  independent  property,  Avill  be  found 
iu  abundance  of  places,  and,  in  fact,  it  is  so  Aveil 
knoAvii  to  every  one  Avho  has  the  simplest  knoAV- 
ledge  ot  the  first  principles  of  law’  and  commerce, 
that  it  may  seem  scarcely  worth  flwelling  oil  at 
so  great  length.  But,  unfortunately,  Avhile  nuiny 
Ecoiiomists  ackuoAvledge  it  iu  some  places,  in 
other  parts  of  their  Avorks  they  quite  forget  it. 
In  fact,  it  is  ,the  incredible  confusion  between 
value  being  AAiiat  a thing  avUI  exchange  for,  and 
the  labor,  or  cost,  of  producing  the  thing  itself, 
and  between  Credit  being  separate  exchangeable 
property  transferred  by  means  of  Bills,  Notes,  &c., 


and  its  being  the  transfer  of  capital,  that  has 
thrown  the  Tlieorv  of  Credit  into  such  confusion. 

27.  Some  Avrilers,  however,  Avhile  they  fully 
admit  that  a debt  is  property  to  be  tidded  to  that 
of  the  uwner  of  it.  say  that  it  is  to  b'.-  snhtracted 
from  the  projierty  of  the  ubligor,  ami  therefore 
upon  the  Avhoie  it  is  nothing. 

As  this  notitui  is  very  eomnmn;  and,  as  in  fact, 
it  Contains  the  real  subtlety  of  the  siiliject,  avo 
shall  quote  an  extract  from  Mr.  Thornton's  A\b.»rk 
on  Haper  Credit,  iu  which  it  is  fully  stated.  He 
says  p.  19. — may  coiidnce  to  tlie  iirevcntioii 
of  error  in  subseqiienl  discu^sioll'^,  to  define  in  this 
place,  Avhai  is  meant  by  commercial  capital.  Tliis 
consists,  first,  in  tlie  gotals,  (part  of  tliem  in  tlie 
course  of  manufacture)  wiiich  are  in  the  Iiamls  of 
of  our  inanufactiirersand  dealers,  aud  are  iu  their 
AA'ay  to  consumption.  The  amount  of  the.se  is 
necessarily  larger  or  smaller  in  ]iroportioii,  as  the 
general  expenditure  is  more  or  less  con^idi.Table, 
and  in  proportion,  also,  as  comimMlities  pass  more 
or  less  quickly  into  the  hands  of  the  consumer. 
It  lurther  consists  in  the  ships,  buildings,  luachin- 
cry  and  other  dead  stock  maintained  for  the 
jHirposG  of  carrying  on  our  manufactures  aud 
commerce,  under  Avhich  head  may  be  ineliuled 
the  gold  found  necessary  for  the  imrposes  of  com- 
meree,  but  at  all  times  forming  a A'cry  small  item 
in  this  great  account.  It  comprehends  also  the 
Debts  due  to  our  traders  for  goods  sold  aud 
tlelivered  by  them  on  credit ; debts  finally  to  bo 
discharged  by  articles  of  value  given  iu  return. 

“ Cummereial  capital,  let  it  then  be  understood, 
consists  not  in  paper,  and  is  not  augmented  by 
the  multiplication  of  this  medium  of  payment. 
In  one  sense,  indeed,  it  may  be  increased  by 
paper.  I mean  that  the  nominal  value  of  the 
existing  goods  may  be  enlarged  through  a reduc- 
tion Avliich  is  caused  by  i)aper,  iu  the  A’alue  of 
that  standard  by  Avhieh  all  property  is  estimated. 
The  jiaper  itself  forms  no  part  of  the  estimate. 

“ This  mode  of  conqmting  the  amoimt  of  the 
national  capital  engaged  iu  commerce  is  substan- 
tially the  same  Avitli  that  in  AA'hich  each  commercial 
man  estimates  the  Aalue  of  his  own  ])ropei*ty. 
Paper  constitutes,  it  is  true,  an  article  on  the  credit 
side  of  the  books  of  some  men,  but  it  forms  an 
exactly  equal  item  on  the  debit  side  of  the  books 
of  others.  It  coiistitute.s,  therefore,  on  the  Avhole, 
neither  a debit  nor  a credit.  The  banker  Avho 
issues  £20,000  in  notes,  and  lends  in  coiisequeuee 
£20,000  to  the  merchants,  on  the  security  of  bills 
accepted  by  tliem,  states  himself  in  his  books  to 
be  the  debtor  to  tlie  various  holders  of  his  notes, 
to  the  extent  of  the  sum  in  question ; aud  states 
himself  to  be  the  creditor  of  tlie  acceptors  of  the 
bills  ill  his  i»ossessiou  to  the  same  amount.  His 
valuation,  therefore,  of  hi.s  oavu  properly  is  the 
same  as  if  neither  the  bills  nor  the  bank  notes 
had  any  existence.  Again,  the  mereliauts  in 
making  tlieir  estimate  of  proi»erty  deduct  the 
bills  i>ayable  by  tliemselves,  Avliicli  are  iu  the 
draw’er  of  the  banker,  and  add  to  their  estimate, 
the  notes  of  the  banker,  Avhieh  are  iu  their  oavu 
diaiAA’cr;  so  tliat  tlie  valuation  likeAvise  of  the 
cajiital  of  the  merchants  is  the  same  as  if  the 
paper  had  no  existence.  The  use  of  pajier  does 
not,  therefore,  introduce  any  principle  of  delusion 
into  that  estimate  of  property  Avhicii  i.s  made  by 
individuals.” 

28.  The  above  extract  contains  the  views  to 
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which  we  wish  to  direct  attention,  a?  plausibly 
stated,  ami  in  as  briefa  compass  probably,  as  it  is 
possible  to  do  so.  It  is  also  a remarkable  ex- 
ample to  show  the  extreme  caution  necessary  in 
Statin‘S  an  Economical  question,  for  however 
apparently  sound  it  is,  it  is,  nevertheless,  one  tissue 
of  fallacies,  and  if  it  were  translated  into  mecha- 
nical laiii^ua^e,  they  would  be  manifest  at  once  to 
any  one  conversant  in  the  smuilest  degree  with 
Katiiral  Philosophy. 

Mr.  Thorntoirs  argument  is  simply  this: — 
Suppose  A to  have  Xloo  in  money,  and  a three 
mouths’  bill  on  L5  of  £50  besides.  Suppose  li 
also  to  have  XlOO,  having  accepted  the  Bill  for 
£50,  at  3 months. 

Then  A’s  property  would  be  stated,  thus, — 
£100  -f  £50. 

B's  property  would  be  stiit<‘d,  thus, — 

£100  — £50. 

Xow  Mr.  Thornton’s  argument  is  that  tlie 
+ £50,  and  the  — £50  balance  each  other,  the 
result  is  0,  which  is,  according  to  him,  the  same 
thing  as  saying  that  neither  of  tiiese  quantities 
exists. 

29.  This  view  may  appear  to  have  some 
plausibility  at  first  siglit,  but  the  slightest  rertec- 
tiou  will  shew  that  it  is  totally  erroneous. 

Supjiose  a landlord  lets  a farm  to  a tenant  who 
agrees  to  pay  him  a yearly  rent.  The  tenant  is 
under  the  obligation  to  pay  his  rent  a year  hence, 
which  is  Just  as  if  he  luuf  accepted  a bill  payable 
12  months  after  date.  Now  the  right  to  receive 
that  rent  is  an  actually  existing  right  in  tim 
landlord,  it  is  his  property,  which  he  may  sell  or 
transter  to  any  one  else.  It  is  plus  to  him,  and  an 
addition  to  Ids  other  property.  The  tenant  is 
bound  to  pay  this  rent.  He  is,  therefore,  exactly 
in  the  same  position  as  the  merchant  who  has  ac- 
cepted a bill,  and  therefore  this  rent  is  minus  to 
hiin  just  as  the  bill  is  to  the  merchant.  It  is 
quite  clear  that  if  the  property  of  a merchant 
who  has  accepted  a bill  for  £5o‘is  stated,  thus,— 
£100  — £50. 

the  property  of  a farmer  who  is  bound  to  pay  rent 
must  be  stated  thus, — 

Property — Rent. 

But  no  one  would  ever  say  that  because  a 
farmer  has  agreed  to  pay  rent  a year  hence,  that 
is  any  diminution  of  his  balance  at  his  banker’s, 

>r  to  be  subtracted  from  the  present  amoiiut  of  his 
property.  It  is  quite  clear  that  the  future  rents 
itipulated  to  be  paid  are  meant  to  be  paid  out 
jf  future  profits  winch  are  yet  to  be  produced. 

30.  It  is  just  tlie  same  with  a merchant  who  has 
icceptod  a bill  payable  three  months  hence.  He  is 
lot  in  debt  at  the  present  time,  any  more  than  the 
armer.  The  well-known  maxim  of  law  is,  that 
redit  unexpired  may  be  pleaded  under  the  general 
ssue,  which  means  that  if  a man  sues  another  for 
ill  obligation  not  yet  due,  he  may  reply  simply 
hat  he  is  not  in  debt  at  ail  I It  is  quite  clear, 
herefore,  that  in  this  case,  the  — cannot  by  any 
Kissibility  mean  subtraction. 

31.  This  then  is  the  paradox.  The  right  to 
eceive  the  future  rent  is  an  addition  to  the  other 
xisting  property  of  the  landlord.  In  this  case 
f means  addition. 

But  though  the  tenant  is  bound  to  pay  the  rent, 
nd  it  is  therefore  — to  him,  it  is  not  to  be  stih- 
. racted  from  his  present  property,  and  it  is  no 


diminution  of  it.  * And  in  this  case  the  sign  — - 
cannot  mean  subtraction. 

What  then  docs  it  mean  ? 

In  the  fii>t  place,  we  may  say  that  tlte  view  we 
have  been  cniisidering  sins  fnndamontaHy  against 
the  Philosophy  of  Science.  For  it  is  one  of  the 
great  fundamental  laws  of  Philosophy  tliat  when 
once  the  tnadamental  conception  of  a science  is 
settled,  all  questions  in  the  science  must  be  stated 
so  as  to  be  in  harmony  witli  the  fundamental  con- 
ception of  the  science.  Now  as  the  fundamental 
conception  of  tlie  Science  of  Political  Economy  is, 
that  it  is  the  Science  of  Exchanges,  it  fulloAvs  that 
every  question  in  it  must  be  stated  as  a question 
of  exchange.  Now  according  to  Mr.  Thornton’s 
mode  of  stating  the  question,  he  makes  it  a ques- 
tion ot  addition  and  subtraction;  now  addition 
and  subtraction  are  not  exchange,  and  therefore 
it  is  quite  clear  tiiat  that  mode  of  stating  the 
question  mnst  be  wrong.  It  is  clear  that  it  must 
be  stated  in  the  form  of  an  Exchange. 

Moreover,  any  one  versed  in  Natural  Philoso- 
phy will  at  once  see  the  nature  of  the  fallacy 
involved  in  Mr,  Thornton’s  mode  of  statement. 
It  is  just  as  if  we  were  to  say  that  because  equal 
ami  opposite'  quantities  neutralize  each  other’s 
effect  for  certain  purposes,  and  the  result  is  0, 
that  that  is  the  same  thing  ns  saying  the  quanti- 
I ties  themselves  do  not  exist.  We  shall  fully 
illustrate  this  afterwards. 

32.  It  may  bo  as  well,  however,  here  to  pre- 
sent to  oiir  r(  aders  the  different  conceptions  wliich 
are  held  resp'Xting  Credit,  or  Debts.  Algebraists 
long  ago  remarked  that  debts  wore  negative  quan- 
tities. They  are  called  so  by  Maclaurin,  and  as 
may  be  seen  in  the  extracts  given  below,  bv  Euler 
and  I eacock.  So  in  the  article  Algebra^  in  the 
Enctjclopcedui  Britannica^  it  says,  §3, — “A  per- 
son’s property  may  bo  considered  as  a positive 
(luantity,  and  Iiis  debts  as  a negative  quantity.” 
Adam  Smith,  as  may  be  seen  behnv,  counts  paper 
' money  as  cmnniative  proi>ortv,  over  and  above 
gold  and  silver  money.  Mr.  j\iill,  as  inav  be  seen 
below,  in  some  places  expressly  calls  bank  notes 
productive  cajtital,  and  a substitute  for  money,  and 
separate  exchangeable  property.  But  in  others, 
he  makes  Credit  to  be  the  of  capital.  We 

have  seen  abov'cthat  Mr.  Thornton  makes  it  to  he  a 
subtraction  from  property,  and  Dr.  Peacock,  in  the 
extract  given  below,  makes  it  to  be  property 
affected  with  the  negative  sign. 

33.  This  is  a specimen  of  the  admired  confusion 
that  reigns  throughout  all  Political  Ecoiioniv. 
Here  arc  no  less  than  four  distinct  conceptions 
of  the  nature  of  Credit ! Some  of  these  arc  used 
quite  indiscriminately  by  writers,  without  the 
slightest  apparent  notion  of  their  inconsistency. 
We  have  now,  therefore,  to  determine  what  is 
the  true  conception  of  Credit,  among  these  con- 
flicting notions. 

34.  In  order  to  assist  us  in  the  investigation  of 
this  point,  we  may  see  what  the  analogy  of  other 
sciences  sugg.-sts.  There  is  scarcely  any  other 
science  in  which  the  negative  sign  does  not 
appear.  In  all  of  these  there  are  negative  quan- 
tities. Take  Analytical  Geometry,  Mechanics, 
Optics,  Electricity,  or  whatever  science  we  please, 
ami  we  observe  that  in  each  of  these,  negative 
quantities  are  not  transfers  of  positive  ones,  or 
subtractions  fr-  »m  positive  ones,  or  positive  ones  af- 
fected with  a negative  sign,  but  separate  and  inde- 
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pendent  quantities  themselves.  Hence  we  may 
at  once  anticipate  by  analogy  that  mgative  quan- 
tities in  Political  Economy,  are  not  transfers  of 
positive  ones,  or  subtractions  from  positive  ones, 
or  jiroperty  affected  with  the  negative  sign.  But 
that  they  are  separate  audiiidepeudeut  quantities 
themselves. 

But  if  the  sign  — does  not  moan  subtraction 
in  Political  Economy,  what  docs  it  mean  ? 

And  what  is  the  meaning  of  a Negativb 
Economic  Quantity  ? 

On  the  Applicalion  of  the  Theory  of  Algebraical 
Signs^  and  of  the  Separation  o f the  Signs  of  Posi- 
tion  and  Operation  to  Political  Economy. 

35.  The  perplexities  of  the  Theory  of  Credit 
which  have  baflied  all  the  EconomLsts  in  the 
World  to  explain,  can  only  be  unraveled  by  the 
great  modern  Algebraical  doctrine  of  the  Separa- 
tion of  the  Signs  of  Position  and  Operation. 

As  tlie  introduction  of  this  great  doctrine  into 
Political  Economy  is  perfectly  novel,  we  shall 
have  to  treat  of  it  very  fully. 

3(1.  It  is  a remarkable  example  of  the  almost 
universal  truth,  that  practice  has  always  preceded 
theory,  that  even  the  practice  of  science  long  pre- 
ceded the  theory  of  science.  Thus,  from  the  days 
of  Dioiihantus,  it  was  perfectly  well  known  as 
an  empirical  rule  that  in  Algebra" — x — gives  -f. 
But  though  that  was  the  rule  universally  adopted 
ill  iiractice,  because  no  other  would  lead  to  right 
results,  algebraists  Avere  wholly  unable  to  explain 
the  reason  of  it.  It  was  wholly  unknown  to 
Newton,  and  Avhen  he  tried  to  explain  it,  the 
great  Punier  babbled  like  a child. 

37.  The  real  explanation  has  only  been  given 
within  the  present  century,  and  is  known  by  the 
name  of  the  Separation  of  the  Signs  of  Position  and 
Opernfbm. 

Writers  who  are  not  versed  in  Natural  Philoso-  i 
pliy,  have  no  conception  of  the  signs  -f  and  — 
meaning  anytliing  but  addition  and  subtraction^ 
wherea.^  every  one  who  knows  anything  of  the 
subject,  knows  perfectly  Avell  that  the  symbols 
+,  0,  and  — , have  an  immense  variety  of  mean- 
ings in  Natural  Philosophy,  according  to  the 
particuli^  circumstances  under  whicli  they  occur, 
and  it  is  wholly  impossible  to  determine  their 
nieaning,  until  we  know  the  particular  state  of 
circumstances,  out  of  which  they  arise. 

3y,  We  have  shown  (Continuitt,  Law  of) 
that  every  great  science  is  founded  upon  some 
single  idea,  or  conception,  or  (juality,  avIucIi  must 
be  of  the  must  general  nature,  and  that  cA'ery 
quantity  Avhatever,  in  which  that  quality  is 
louiid,  is  an  element  in  that  science,  no  mutter 
AA'hat  other  qualities  are  found  in  it. 

Now,  as  Political  P^conomy  is  the  science  of 
exchanges,  or  of  A'alues,  it  necessarily  folloAA-s  that 
every  quantity  AvhateA'cr,  Avhich  is  capalile  of 
being  exchanged  or  A'alued,  must  be  an  ecoiioinica! 
element,  no  matter  Avhat  its  nature  be,  euduriug 
or  evanescent,  corporeal  or  incoriiorcal. 

39.  But  these  elements  in  the  various  sciences 
may  be  endowed  M'ith  opposite  qualities,  and 
when  they  are  so,  it  is  uiiiA'ersally  the  custom  in 
X^atural  Philosophy  to  distinguish  them  by  the 
signs  -f  and  — . 

They  are  then  called  signs  of  position,  or  of 
affection. 


The  instances  of  tliis  that  miglit  be  quoted  from 
tlie  various  branches  of  Natural  Pliik»sophy  are 
innumerable,  and  we  will  only  quote  a few  to 
illustrate  our  meaning,  and  to  furnish  analogies 
to  guide  ns  to  the  solution  of  the  perplexities  of 
Political  Economy. 

Thus  in  Algebraical  Geometry,  in  Avhich  it  is 
necessary  to  fix  the  pvisitkm  offlines,  it  is  usual 
to  take  some  fixed  point  called  the  origin,  and 
then  lines  draAvii  in  opposite  directions  from  that 
if  the  lines  drawn  to  tlie  ri<rht  of  this  point  are 
distinguished  by  the  sign  -f,  those  ilrawii  to  llie 
left  tire  denoted  by  the  sign  — . If  those  draAvii 
up  from  it  arc  -f-,  those  drawn  down  fi'om  it  are 

So  if  a line  revolving  in  one  direction  be  -f-, 
when  it  revuh'es  in  the  other  it  is  — . 

So  if  two  mechanical  forces  act  in  opposite 
directions,  tiiey  are  distinguished  bv  opposite  signs. 

So  if  an  accelerating  force  be'deiioted  by  -f, 

a retarding  force  Avill  be  denoted  by . And  a 

retarding  force  may  be  called  a negativ'e  acce- 
lerating force,  and  an  accelerating  force  may  bo 
called  a negative  retarding  force. 

The  engines  of  a steamer  going  a-head  may  be 
denoted  by  -f,  Avhen  going  astern  bv  — . 

A cui'ious  instance  of  this  may  be  cited  from 
steam  navigation.  OAving  to  tiie  resistance  of  tlie 
Avater,  the  patldles  and  the  screw  of  a steamer  do 
not,  in  general,  propel  the  vessel  through  the 
AA'ater  so  last  as  they  AA'ould  do  if  there  Avere  no 
resistance.  Phis  loss  of  s]>eed  is  called  the  slip. 
But  in  the  ca.se  of  the  screw,  by  giving  the  stern 
of  the  vessel  a particular  shape,  the  paradoxical 
result  may  be  produced,  that  she  may  actually 
be  made  to  go  faster  through  the  Avater  than  she 
ought  U)  do,  if  the  screw  Avere  AA'orking  in  a solid. 
Thus,  in  this  case,  the  difference  betAveeu  the 
theoretical  and  the  actual  sjiecd  is  a gain  instead 
ot  a loss,  and  this  is  called  the  7iegrttice  slip. 

So  also  in  l*arlianient  the  supporters  of  Go- 
I vernuient  may  be  called  -f-  and  its  opponents — . 

40.  Now  ill  many  of  these  cases  it  may  happen 

that  the  elements  endowed  Avith  opposite  qualities 
may  balance  each  other,  and  the  result  be  0 ; but 
it  AA-ould  manifestly  be  an  error  of  the  greatest  mag- 
nitude to  say  that  because  these  elements  may 
under  some  circumstances,  neutralize  each  others 
ettects,  that  is  exactly  the  same  thing  as  savins 
they  don’t  exist  at  all.  * ® 

Suppose  that  on  a division,  the  numbers  for  Go- 
vernment Avere  340,  and  tiie  numbers  against,  300. 
Now  it  is  ck‘ar  that  on  this  occasion  the  strength 
of  the  Govenmieiit  is  practically  40,  because  the 
— 300  neutralize  the  effect  of  the  + 300. 
But  it  would  clearly  be  an  enormous  error 
to  say  that  is  absolutely  Just  the  same  thing  as  if 
these  GOO  members  did  not  exist  at  all.  It  is  per- 
fectly clear  that  there  are  640  Parliameiitarv 
units.  It  is  quite  clear  that  to  find  the  total 
number  of  rarliameiitary  units  Ave  must  addiXxe. 
opposition  to  the  ministerialists,  and  not  subtract 
them. 

41.  Noav  this  idea  of  opposition  is  applied  to  a 
continuous  line,  or  to  inotiou  in  a continuous  line. 
It  any  point  be  taken  as  0,  then  the  part  of  the 
line  on  one  side  may  be  denoted  by  -f-,  and  the 
part  oil  the  other  side  by  — . 

Thus  in  a thermometer  some  fixed  point  is 
taken  as  0,  and  degrees  above  that  are  called  -f 
and  those  beloAv  — . ’ 
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if  the  riiercurv  passes  from  a certain  num- 
ber of  dejrrees  on  cither  siJe  of  0,  to  any  number 
of  deitrees  on  tlie  other,  it  is  quite  clear  that  in 
order  to  Hud  the  total  number  of  de;jrecs  passed 
over,  tlie  dejjrecs  on  both  sides  must  be  added 
together. 

4*2.  Thcsamoideaisaiiplied  to  TIMK  in  Xatural 
Philosop!)y,  which  may  be  considered  as  motion 
in  a coiiiiuuou.s  line.  If  any  point  be  laUeu,  sueli 
as  tiie  present  moment,  or  any  tixed  era,  then  the 
time  on  ojtposite  shies  of  tins  point  will  be  de- 
nnteil  by  opposite  sitnis.  Thus  if  we  call  time, 
whether  years,  weeks,  or  days,  hfifnre  this  era 
then  time  after  this  point  will  be — , and  express- 
ed, thus, — 

...7,b\5,4,d,2,l,0,— 1,-2,— 3,— 4,— 5,— d,— 7,... 
where  we  see  that  the  — means  simply  futnritij^ 
and  nothing'  else,  and  is  a sign  of  po.sition. 

It  is  (piite  dear  that  if  we  want  to  find  the 
number  of  years  between  any  event  which  hap- 
peucil  some  time  before  this  epoch,  and  another 
which  happened  after  it,  we  must  add  the  number 
of  years  on  botli  sides  of  0. 

43.  These  illustrations,  wliich  might  be  im- 
mensely extended  by  examples  taken  from  every 
branch  of  Xatural  Philosophy,  are  sufficient  to 
exemplify  the  doctrine  tliat  we  liave  endeavoured 
to  explain,  tliat, universally,  in  Xatural  Philosophy 
the  ne"atioe  sign  — does  not  mean  nes^ation^  or 
non-existence,  but  Opposition,  and  that  negative 
quantities  have  as  real  and  imlepeudent  an  exist- 
ence a.s  positive  ones,  and  are  to  be  enumerated 
separately  and  independently,  as  elements  in  that 
science,  to  find  the  totality  of  elements. 

44.  Put,  moreover,  inverse  or  opposite  opera- 
tions may  be  performed  on  these  quantities  which 
are  already  atfected  by  <q>])osite  signs.  And 
these  inverse  operations  are  also  denoted  by  the 
same  signs  -f-  and  — . And  the  combination  of 
these  opposite  signs  of  inverse  operations  with 
tlic  signs  of  opposite  qualities  aifecting  these 
quantities,  tliat  is,  the  combination  of  the  signs 
of  position  and  operation,  give  rise  to  the  wxdl- 
knowu  Algebraical  rules, 

+ X -f  gives  4- 

H-  X — t*  — 

- X — „ H- 

— X + „ — 

These  laws,  which  are  universally  applicable  in 
Xatural  Philosophy,  arc  equally  applicalile  to 
Political  Economy,  and  among  other  things,  are 
alone  capable  of  giving  the  solution  of  the  Theory 
of  Credit,  which  has  hitherto  been  the  opprobrium 
of  the  science. 

It  will  be  found  that  there  are  Economical  Ele- 
ments of  inverse,  or  opposite,  properties,  and  there- 
fore fidlowing  the  strictest  analogy  with  physical 
science,  we  shall  denote  them  by  opposite  signs, 
and  also  opposite  operations  may  be  perfornietl 
on  these  opposite  quantities  bringing  into  jday  the 
well-known  Algebraical  lUiies,  which  will  lead 
to  conse(iueuces  that  may  surprise  some  of  our 
readers. 

As  an  example  that  will  furnish  us  with  an 
important  analogy,  we  will  give  this  one.  As  any 
o])posite,  or  inverse  operations  whatever  may  be 
denoted  by  the  signs  + and  — , to  add  to^  and  take 
awatj  from,  are  mauifcstly  inverse,  and  may  be  de- 
noted by  these  signs.  Xow  suppose  that  in  the 
House  of  Commons,  the  Goverument  has  3J8  sup- 
porters, and  300  opponents,  then  the  Government 
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strength  may  be  denoted  by  358 — 300.  Xow  for 
practical  ]>urposes  the  strength  of  the  Govern- 
ment may  be  called  5s,  and  in  so  far  as  regards 
that,  the  4 -100  and  the  — 300  neutralize  each 
others'  effe  *ts.  Rut  it  would  be  a most  grievous 
error  to  say  that  for  all  purposes  it  is  just  the 
same  thing  as  if  these  000  miinbers  did  not  exist 
at  all.  It  is  clear  that  to  tind  the  total  number  of 
members  we  must  ar/d  the  opposition  to  the  minis- 
terialists, and  not  .sv/iZ/v/e/ them.  Moreover,  if  we 
add  (-+•)  to  the  ministerialists  (4-),  we  increasc(-p) 
tlie  goveniiucnt  strength.  If  we  take  away  from 
( — ) it,  we  diminish  ( — ) it.  On  the  otlier  hand, 
if  we  add  (4-)  to  the  opjtosition  ( — ) that  dimiii- 
\>hes  ( — ) the  strength  of  the  Government : but  if 
we  take  aw;iy  from  ( — ) the  opposition  (— ) that 
increcLses  (-^-)  the  strength  of  the  Government. 

Hence  the  takitig  away  of  opponents( — — ) 
gives  an  increase  (4-)  of 'strength. 

We  shall  now  show  the  application  of  these 
principles  to  Political  Economy. 

46.  AV'e  have  defined  Property,  as  every  law'yer 
knows,  to  be  a right  residing  in  the  person.  Now 
it  is  quite  evident  that  a person  may  have  in  him- 
self a right  to  an  actually  existing  thing,  the  pro- 
duce of  the  past,  and  he  may  also  have  the  right 
to  receive  things  which  do  not  actually  exist  at 
present,  bui  wiW  only  come  into  existence  at  some 
future  time.  Rut  each  of  tliese  is  Property,  or 
Wealth,  and  consequently  the  totality  of  a man’s 
wealth  is  the  sum  of  the  two.  Now  following  the 
ordinary  cu.stom  of  Natural  Philosophy,  if  wo 
denote  the  accumulated  products  of  the  past 
which  already  exist  by  the  sign  4-,  we  may  denote 
the  product''  which  will  only  come  into  existence 
at  some  future  time  by  the  sign  — . 

47.  Let  us  now  examine  the  Theory  of  the 
Value  of  Laud,  which  may  be  called  the  grammar 
of  the  Theory  of  Value. 

In  what  does  the  value  of  laud  consist  ? 

Suppose  we  purchase  an  estate  in  land  for 
£100,000,  where  is  the  value  of  our  money? 
Does  it  consist  in  things  which  have  a present 
existence  ? The  veriest  tyro  avUI  answer — Cer- 
tainly not.  Where  then  is  the  equivalent  for  the 
purchase  money? 

Every  one  knows  that  the  purcliasor  of  the 
laud  buys  the  right  to  receive  the  actually  existing 
produce  of  the  laud,  together  with  the  right  to  re- 
ceive its  animal  profits  for  ever,  say  £3,000  a 
year.  Now,  as  these  animal  profits  only  come 
into  existence  year  by  year  in  future  time,  we 
may  denote  the  equivalent  of  the  purchase  money 
in  the  following  way  : — 

Existing  produce  of  laud,  — £3,000,  — £3,000 
— £3,000  — £3,000,  &c.,  ad  infinitum, 
where  the  sign  — of  course  denotes  futurity. 

Now,  each  one  of  these  future  profits  has  a Pre- 
sent Value,  and  the  purchase  money  of  the  land  is 
simply  the  sum  of  the  Present  Values  of  this  series 
of  profits  for  ever. 

Any,  or  any  number  of  these  future  profits, 
may  belong  to  difierent  persons,  giving  rise  to  the 
whole  doctrine  of  estates  in  remainder,  and  in 
reversion,  &c. 

Now  we  may  say  that  when  a purchaser  has 
paid  for  the  laud,  it  owes  him  a scries  of  annual 
payments,  a.^  he  bought  it  merely  on  the  belief 
that  he  would  receive  them;  and  we  may  call 
this  the  credit  of  the  land. 

Hence  the  present  value  of  each  of  these  future 
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payments  for  ever,  is  an  actually  existing  article  1 
of  properly,  and  by  our  definition — Wealth.  | 
And  if  we  buy  the  laud  at  33  years’  purchase,  it 
is  clear  that  32  parts  of  the  value  of  the  land  have 
no  actual  existence  at  all,  but  consist  merely  in 
the  abstract  right  to  receive  them  when  they  come 
into  exi'^tence. 

48.  Si>  also  if  we  buy  an  established  business, 
wo  have  to  buy,  not  only  the  ]n*eniises,  and  the 
stock-in-trade  on  tliem,but  alsi>  the  right  to  receive 
the  future  profits  of  tiie  business.  This  property 
is  called  the  Goodwill,  and  it  is  dear  that  it  is 
purely  incorporeal  projierty,  lying  wholly  in  the 
future,  and  therefore  negative^  according  to  our 
notation. 

That  the  goodwill  of  a business  is  a valuable 
species  of  jiroperty,  is  so  well  known  to  every 
trader,  that  it  seems  almost  superlluous  to  mention 
it.  AVe  may  quote,  however,  one  instance,  which 
may  interest  our  readers.  AA"e  are  told  iu  Ros- 
well (A’ol.  IA\p.  8(»,  ctlit.  1822),  that  dolmson 
was  a])pointed  by  tlie  great  brewer,  Thrale,  one 
of  his  executors.  In  that  capacity  it  became  lus 
duty  to  sell  the  business.  When  the  sale  was 
going  on,  “ .Johnson  appeared,  bustling  about, 
with  an  inkhoni  and  pen  in  las  button-hole,  like 
an  excixMiian ; and  on  being  a.sked  what  he 
really  considered  to  be  the  value  of  tlie  property 
which  was  to  be  disposed  of,  answxTcd,  ‘ AVe  are 
not  here  to  sell  a parcel  of  boilers  ami  v.ats,  but 
the  PoTKNTiALiTv  of  gfowiiig  ricii  beyond  the 
dreams  of  avarice.’”  Now^  this  latter  phnise  was 
merely  a Jolmsonian  expression  for  the  goodwill. 
The  price  realized  on  this  occasion  was,  wc  are 
told  elsewhere,  £135,000.  Now  it  is  dear  that 
this  sum  was  not  given  for  the  boilers  and  the 
vats  only,  the  material,  and  the  result  of  past 
labour,  but  also,  and  by  far  tlie  greater  ]>art,  for 
the  incorporeal  potentiality  winch  lay  wliolly  iu 
the  future.  Now  tliis  potentiality  conhl  be  bought 
and  sold,  but  it  was  not  material  ; it  could  not  be 
handled  nor  seen,  but  its  value  might  be  mejisured, 
and  therefore  it  >vas  a valuable  thing — it  was 
AA'ealth. 

49.  So  the  printed  copies  of  a book  are  the 
produce  ot  past  labour,  but  tlie  Copyrigut  is  the 
right  to  receive  the  future  jirolits  to  be  made  by 
it.  The  value  of  the  copyriglit  clearly  lies  wholly 
in  the  future,  like  that  of  the  goodwill. 

50.  AA’hen  a professional  man  has  estaldislicd 
a good  practice,  the  riglit  to  receive  the  future 
profits  of  it  is  a valualde  property,  and  is  denomi- 
nated a Practxcl,  whidi  is  dearly  of  an  analo- 
gous nature  to  those  Just  described. 

51.  So  the  capital  of  a company  is  the 
accumulation  of  past  labor,  the  Sharks  iu  it  are 
the  right  to  receive  tlie  future  profits  to  be  made 
by  trading  with  the  capital. 

52.  Now  it  is  manifest  that  the  right  to 
receive  these  future  profits  is  cumulative  proper- 
ty,  over  and  above  the  pnnluce  of  the  past,  and 
moreover  it  is  tjuite  separate  and  independent 
exchangeable  property,  distinct  from  the  actual 
profits  received.  Thus  manifestly  the  goodwill 
of  a business  is  projierty,  quite  distinct  from  the 
profits  actually  realized;  the  co]>yright  of  a work 
is  propert}^  quite  distinct  from  tlie  profits  realized 
by  the  sale  ot  it;  the  shares  in  a company  are 
quite  separate  property  from  the  jirofits  actually 
made;  and  generally,  any  annuity  whatever  is 
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separate  and  independent  property  from  the 
actual  }>ayinents. 

53.  Now  Ailam  Smitli,  and  all  Economists 
since  his  time,  admit  that  the  nsrfiil  abilities  uf 
the  people  of  the  coiiidry,  are  part  of  the  wealth 
of  the  country.  Censequently  every  merchant  in 
business  making  an  income,  is  liimselfim  article 
of  wealth,  because  his  talents,  industry,  ^c.,  may 
l)c  valued.  'Fhe  money  he  luis  earned  is  the 
produce  of  Ills  past  imlu>try,  and  he  may  trade 
with  it.  Rathe  may  also  trade  with  the 
proceeds  of  his  industry.  He  may  sell  the  riglit 
to  a future  payment  out  of  the  future  ]»roceeds  of 
his  industry.  And  when  he  does  trade  by  selling 
this  right,  tills  pri*perty  is  called  Ckedit. 

Now,  we  observe  that  a meivhant’s  credit  is 
cumulative  ]iroperty,  over  and  above  his  money, 
ami  quite  sei»arate  from  inomw  and  commodities 
of  ail  kinds.  Ainl  tliough,  no  doubt,  his  credit  is 
based  upon  confidence,  because  no  one  would  sell 
his  goixls  to  him  in  exchange  for  his  promise  to 
pay,  unless  tliey  believed  he  wouhl  pay  his  pro- 
mise, .still  we  must  observe  that  Credit  doc.s  not 
mean  the  confidence,  as  many  writers  suppose, 
nor  yet  the  transfer  of  the  goods,  as  many  more 
suppose,  but  ail  actual  transferable  right,  which 
is  excliangeable  property,  and  is  AA'ealth. 

54.  Hence  we  have  this  great  fundamenral 
doctrine  of  traii.scemlant  importance,  and  involv- 
ing the  most  momentou.s  consequences  to  the 
world,  that  over  and  above  existing  money  ami 
commoditie.s,  the  RIGHT  to  receive  future  pay- 
ments of  all  sorts,  is  separate  ami  independent 
property.  In  other  words,  that  every  future  pay- 
ment, of  every  sort  and  description,  has  a Pre- 
sent Value,  <piite  imlepemleiit  of  the  payment 
itself,  which  is  valuable  property,  or  AAT'altli. 

55.  This  stupendous  mass  of]iro|>ertv  receives 
dilTereiit  names,  acconliiig  to  tlie  diffi*rent  .sources 
of  payment.  AVlieii  arising  out  of  the  land,  it  has 
no  particular  name,  but  yet  it  coiLsiitutes  32  ]»arts 
out  of  33  of  tlie  value  of  the  land  ; when  the  source 
is  a shop  or  a warehouse,  it  is  called  the  Goodwill  ; 
when  the  source  i.s  books,  prints,  or  Morks  of  art, 
it  i.s  called  CV^pyright;  when  the  source  i.s  a 
mechanical  invention,  it  is  called  a Patent; 
wdieii  the  source  is  a professional  business,  it  is 
called  a Practice;  wlien  the  source  is  the  capital 
of  a trading  company,  it  is  callcMl  a Share;  avIu-u 
The  si'iircc  is  an  ordinary  commercial  trau.saction, 
it  is  called  CREDIT  ; aa  Iicii  tin-  source  is  an  annual 
]>ayment,  guaranteed  by  the  Government  out  of 
the  imblic  revenue,  it  is  called  the  Funds. 

Resides  this  there  are  many  other  species  of 
annuities  of  a similar  nature,  such  as  tolls,  ferries, 
ground-rents,  &c. 

56.  Ileiicc  wc  see  that  credit  is,  iu  fact,  the 
lowest  form  of  an  annuity;  it  is  an  annuityof  oiio 
term  ; it  is  the  right  to  receive  a single  future  pay- 
ment; the  other  species  of  jiroperty  arc  the  right 
to  receive  an  indefinite  number  of  them. 

AAdiat  the  value  of  this  gigantic  nia^s  of  pro- 
perty in  this  country  may  be,  it  is  utterly  impos- 
sible to  form  the  most  distant  conception,  but 
there  can  be  uo  doubt  that  at  least  uiae-temhs  of 
the  property  in  this  country  exist.s  iu  thi.s  form. 

And  yet,  except  Credit  ami  the  Funds,  whose 
nature  lias  been  comiilctely  mismulerstood,  there 
is  not  aAvord  about  it  in  any  English  work  ou 
Political  Economy ! I 

57.  Having  uoav  explained  the  nature  of  this 
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species  of  property,  we  may  exhibit  the  classifi- 
cation of  property  in  the  following  form,  which 
Diay,  perhaps,  show  it  in  a somewhat  clearer 
form. 

If  we  denote  the  products  accnmnlated  up  to 
the  present  time  by  +,  those  which  will  come 
into  existence  at  a future  time  may  be  denoted  by 
— , and  ot  course  0 denotes  the  present  time. 
Thus ^ 


TIIF.  PnoDCCF  OP 
THE  PAST. 


PHE3ENT 

TIME. 


THE  PBoorcE  or 

THE  FDTI  KE. 


+ 0 

Lntuls.  Houses,  &o | ....  Aiiniuil  Income  for  ever. 

rrcmi!«»s.  Stock  of  Goo«is  in  > 
u Simp,  &c ) * • 

The  Printed  Copies  of  a Book  . . . 

Machines  alrc*ady  made 

The  Morey  earned  hj*  a ) 

Professional  .Man /*• 

The  Capital  of  a Commercial  ) 

Company  )*• 

The  Money  alrooily  camed  | 
by  a Merchant ) •* 


ITie  GcKMlwill, 

The  Copyright. 

The  Patent. 

The  Practice. 

Tlie  Shares. 

His  Credit. 

Annuities  of  all  sorts,  the 
Guilds,  I'nlls.  Ferries, 

Ground-rents.  &c.,  &c. 
I^ow,  tho  whole  of  this  mass  of  iiicoqioreal  pro- 
]KTty  is  either  entirely  omitted  from  works  on 
Tolitital  Economy,  or  its  nature  misunderstood. 
Hut  it  must  manifestly  he  included  in  it.  And  it 
clearly  doubles  the  extent  of  the  scienee,  or  j;ives 
it  the  same  extension  that  Alfrebra  did  to  the 
fiehl  of  Arithmetic,  by  extending  it  on  both  sides 
of  0 to  infinity. 

58.  The  species  of  Property  called  Credit 
being  bought  and  sold  to  the  amount  of  millions 
of  money  daily,  it  is  necessarv  that  there  should 
be  some  unit  of  debt,  or  of  credit.  And  the  unit 
of  debt,  or  of  credit,  is  £100  payable  one  year 
hence.  " ^ 

oO.  ^roreoyer  the  method  of  expressing  the 
price  of  this  species  of  pro})erty  is  peculiar.*^ 

A\  hen  goods  are  si»ld  for  money,  the  quantity 
of  money  gdven  is  called  the  price.  'J'he  loss  the 
quantity  ot  nionc}' given  for  any  goods,  the  greater 
is  tlie  value  of  money  respecting  those  goods. 
And  su](posiiig  the  (iiiantity  of  money  necessary 
to  jiurchase  any  particular  amount  of  those  tliin"s 
undergoes  a change,  the  value  of  money  rhea  as 
the  juice  f<dls,  and  the  value  of  money  with 
re.^pect  to  tliose  goods as  the  jn-ice  I'hes. 
llius  the  value  of  money  varies  incersely  as 
Price.  ^ 

Xow  the  value  of  money  with  respect  to  debts, 
which  are  in  fact  commodities,  mm's!  follow  exactly 
the  same  rules,  as  with  respect  to  other  thiu'’’s 
The  value  of  money  Avith  resjicct  to  debts  must 
riae  as  tlie  jirice  of  the  debt  fulls,  ami  the  value 
of  immey  must  fall  as  the  price  rises.  Now  as 
money  naturally  jirodiices  a jirotit,  it  is  clear  that 
the  money,  or  the  price  to  be  given  for  a debt 
payable  one  year  iience,  must  be  less  than  the 
amount  ot  tlie  debt.  The  ditiereiice  between  the 
price  of  the  debt  and  the  amount  of  the  debt  is 
called  the  Discottnt.  In  buving  commercial 
debts,  tiie  amount  of  the  discount  is  always  men- 
tioned, and  never  the  puce  of  the  debt.  Thus 
suppose  the  buyer  gives  £07  for  a debt  of  £100 
payable  one  year  hence,  it  is  usual  to  sav  that  he 
dheounfs  it  at  3 per  cent.  AVheu  it  is  said 
that  di.scoiint  is  at  3 per  cent,  it  means  iio- 
tiiingmore  tlian  that  debts  of  £100  payable  at 


twelve  months  date  are  selling  for  £97.  Now 
if  tlie  V'alueof  money  rises  with  respect  to  debts,  it 
is  clear  tli  it  the  price  must  fall,  which  is  clearly 
the  same  tiling  as  saying  that  the  discount  must 
^ rise^  If  the  price  of  the  unit  of  debt  falls  from 
£97  to  £93,  the  discount  rises  from  £3  to  £6,  and 
' also  the  value  of  money  has  risen. 

I Hence  ihe  value  of  money  varies  inversely 
I as  Price,  and  directly  as  Discount. 
j 60.  Those  considerations  sliew  that  Mr.  Mill’s 
I censures  on  the  expression  value  of  money,  as  ap- 
))licd  to  tin*  rate  of  discount,  are  quite  unfounded. 

I He  says,  Principles  of  Political  JHcovomy,  Book 
III.,  ch.  VIIL 

I “ It  is  unfortunate  that  in  the  very  outset  of  the 
I subject,  M'r  have  to  dear  from  our  path  a formid- 
I able  ambiguity  of  language.  Tlie  value  of  money 
is  to  appearance  an  expression  as  jirecise,  as  free 
from  possibility  of  misunderstanding,  as  any  in 
, Science.  The  value  of  a thing  is  what  it  M'ill  ex- 
; change  for,  tlie  value  of  money  is  what  money 
will  exchange  for  ; the  purchasing  power  of  money. 
If  prices  are  low  money  will  buy  much  of  other 
thiiig.s,  and  is  of  high  value  ; if  prices  are  high,  it 
will  buy  little  of  other  things,  and  is  of  low  value. 
Ihe  value  of  money  is  inversely  as  general  prices, 

; falling  as  they  rise,  and  rising  as  they  fall. 

I “But  unhappily  the  same  phrase  is  also  em- 
I i)loyed  in  the  current  language  of  commerce  in  a 
very  difien nt  sense.  JVIoney,  which  is  so  com- 
I monly  iiiuli  rstood  as  the  syuonyme  of  wealth,  is 
j more  especially  the  term  in  use  to  denote  it  when 
I Viorrowing  is  spoken  of.  AVheu  one  person  lends 
to  another,  as  well  as  when  he  jiaysAvages  or  rent 
I to  another,  what  he  transfers  is  not  the  mere 
money,  but  a right  to  a certain  value  of  the  pro- 
duce of  the  country,  to  be  selected  at  pleasure; 

I tlie  lender  having  first  bought  this  right  by  giving 
for  it  a pol  l ion  of  his  capital.  AVhat  lie  really 
lends  is  so  much  capital;  the  money  is  the  mere 
instrument  of  transfer.  But  the  capital  usually 
passes  from  the  lender  to  the  receiver  through  the 
means  of  ni'aiey,  or  of  an  order  to  receive  money, 
and  at  any  rate  it  is  in  money  that  the  capital  is 
computed  and  estimated.  Ilence,  borrowing 
cajiital  is  universally  called  borrowing  money; 
the  loan  mirket  is  called  the  money  market; 
those  who  have  their  capital  disposable  for  invest- 
ment on  loans,  are  called  the  monied  class ; and 
tile  equivalent  given  for  tlie  use  of  capital,  or  in 
other  M'ords  interest,  is  not  only  called  the 
interest  of  money,  but  by  a grosser  pervei*sion  of 
terms,  the  value  of  money.  This  misapplication 
of  language,  assisted  by  some  fallacious  appear- 
ances, has  createil  a general  notion  among  persons 
in  busiiies.s,  that  tlie  value  of  money,  meaning  the 
rate  of  interest,  has  an  intimate  connexion  with 
the  value  of  money  in  its  jiroper  sense,  the  value 
or  purchasing  power  of  tlie  circulating  medium.” 
Irom  the  considerations  we  have  presented,  it 
is  (jiiite  clear  that  this  coiusure  is  unfounded. 
Ihe  langua;:e  ot  the  commercial  classes  is  quite 
correct,  and  no  other  would  be  appropriate. 

A\  hen  they  say  that  the  value  of  money  has  risen 
because  discount  lias  risen,  it  is  only  another  form 
of  saying  that  the  price  of  debts  has  fallen. 

61.  In  tact,  nearly  all  the  confusion  on  the  sub- 
ject of  credit  has  arisen,  as  it  so  frequently  does, 
espec  ially  in  Political  Kcoiiomy,  from  an  ambiguity 
of  language.  The  ordinary  charge  that  Econo- 
mists, echoing  J.  B.  Say,  bring  against  those  who 
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say  that  credit  is  capital,  is  that  by  saying  so, 
they  maintain  that  the  same  thing  can  be  in  two 
places  at  once.  They  consider  credit  to  be  the 
loan  of  some  material  thing  called  capital,  and 
then  they  say,  how  can  two  i»ersons  have  the 
use  of  this  same  capital  at  the  same  time  ? 
Now  this  confusion  purely  arises  from  their 
own  misconception  of  the  nature  of  credit, 
for  credit  is  not  the  transfer  of  capital,  but 
the  name  of  a species  of  jiroperty.  iUoreover  the 
expressions  to  lend  and  to  horrou*  are  amliiguous. 
If  I lend  my  friend  a book,  or  a horse,  I do  not 
part  with  the  property  in  the  horse,  or  the  book  ; 
there  is  but  one  property,  and  of  course  I camiot 
have  the  use  of  the  horse  or  the  book  at  the  same 
time  that  my  friend  Inis.  The  horse  or  the  book 
cannot  be  in  two  places  at  once.  But  in  com- 
merce, the  words  to  lend,  and  to  borrow,  have 
quite  a different  meaning.  A commercial  loan 
is  ill  fact  a sale.  If  as  above,  I lend  my  friend  a 
Imrse  or  a book,  he  is  bound  to  return  me  that 
very  horse  and  that  very  book.  But  it  is  not  so 
in  commerce  ; in  a commercial  loan,  the  property 
in  the  money  passes  absolutely  to  the  borrower, 
and  he  gives  in  exchange  for  it,  the  right  or  pro- 
perty to  demand  an  equal  sum  of  money  at  some 
future  time,  but  not  the  identical  sum  of  money. 

The  distinction  between  these  two  meanings  of 
the  word  “ loan,”  is  well  illustrated  in  Latin. 
For  it  has  two  words  corresponding  to  these  two 
meanings,  commodnm  and  mutuum.  A cojnmodum 
is  where,  like  in  the  case  of  a horse  or  a book,  the 
property  in  the  thing  lent  remains  with  the  lender, 
and  the  identical  thing  is  returned.  A mutuum  is 
where  the  property  in  the  thing  passes  from  one 
to  the  other,  and  in  exchange  for  it  is  given  the 
right  to  (iemaiid  an  equivalent  at  some  future 
time.  Now,  from  the  word  used,  it  is  clear  that 
it  is  ail  exchange.  All  commercial  loans  are 
mutun,  and  nut  commoda. 

And  this  abstract  right  is  a new  property 
called  credit.  Hence  every  commercial  loan  is  a 
sale,  in  which  a new  property,  called  a debt,  is 
created  by  the  consent  of  the  parties,  and  these 
debts  form  an  article  of  commerce,  like  any  other 
commodities. 

6'i,  And  now,  at  last,  we  perceive  the  true 
mode  of  reading  the  connection  between  A and  B, 
as  expressed  above,  which  Mr.  Thornton  lias  so 
misunderstood.  AVhen  A holds  B’s  bill  for  £50, 
and  the  jn-operty  of  the  one  is  expressed  by 
£l00-f-£50,  and  that  of  the  other  by  £100 — £50, 
the  -|-£50  and  the  — £50  do  not  cancel  one  an- 
other, as  !Mr.  Thornton  supposed,  nor  do  the  -f 
and  the  — denote  addition  and  subtraction,  as  he 
sup|)osed,  but  they  are  in  fact  symbols  of  Time. 
And  the  sentence  is  to  be  read  thus; — “Alias, 
besides  £100  in  money,  the  present  (-f-)  right 
to  demand  a future  ( — ) payment  of  £50  from  B.” 
And  this  is  manifestly  the  way  in  which  all 
annuities,  or  present  rights  to  future  payments, 
niay  be  expressed.  AVheu  the  landlord’s  property 
is  denoted  by  property  -f-  rent,  and  the  farmer’s 
by  property  — rent,  it  means  tliat  the  landlord 
has  a present  right  to  demaud  a future  rent  from 
the  tanner.  And  if  every  man's  projicrty  is  ex- 
]u*essed  by  4-j  his  obligations  are  denoted  by  — , 
and  his  property  may  be  stated  thus  : — 

Property—  Obligations. 

Now,  for  certain  purposes,  it  may  be  said, 
perhaps,  that  a man  is  only  substantially  worth 
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his  property  less  his  debts,  or  his  obligations. 
But  as  far  as  regards  Political  Economy  generally, 
that  would  be  a very  erroneous  mode  of  state- 
ment. Because  the  fact  Is,  that  although  his 
obligations  may  neutralize  the  etfect  of  an  equal 
amount  of  his  projierty,  so  far  as  he  is  concerned, 
yet  both  his  property  and  his  obligations  are  in- 
dependent exchangeable  propert\q  and  may  circu- 
late independently  in  commerce,  and  are  therefore 
each  of  them,  by  virtue  of  the  definition,  Wefdth. 

To  shew  tliLs,  we  need  only  refer  to  the  staudard 
case  of  Credit,  that  of  a Banker.  AV>  might  say 
that,  practically,  a banker  was  only  worth  the 
exces.s  of  his  assets  over  his  liabilities,  and  that 
would  be  sufficiently  correct  as  far  as  he  is  con- 
cerned. But  for  the  purposes  of  Political  Eco- 
nomy, it  would  be  extremely  wrong,  liecause  the 
banker’s  assets  belong  to  liinusclf,  and  he  may  jmt 
them  into  circulation,  and  at  the  same  time  his 
obligations  may  be  put  into  circulation  as  well. 
Consequently,  here  arc  two  classes  of  economic 
elements;  and  as  each  is  capable  of  being  ex- 
changed separately,  they  must  hoth  be  included 
under  the  economic  name  of  AAValth. 

63.  To  say,  therefore,  as  Mr.  Thornton  does, 
and  as  is  the  common  way  of  looking  at  the 
matter,  that  because  a mau's  obligations  neutrali/.o 
an  equal  amount  of  his  property,  and  he  may 
be  considered  substantially  worth  only  the  excess 

I of  his  property  over  his  debts,  that  therefore  it  is 
just  the  same  thing  as  if  Ids  obligations  and  an 
equal  amount  of  his  jiroperty  did  not  exist  at  all, 
is  an  error  of  as  great  a magnitude  as  to  say  that 
because  the  strength  of  the  Government  is  sub- 
stantially only  the  excess  of  their  supporters  over 
their  opponents,  tliat  it  is  just  the  same  thing  as 
if  their  op])oneiits  and  an  equal  number  of  their 
supporters  did  not  exist  at  all.  It  is  quite  clear 
that  for  other  jiurjioses,  each  of  them  exists  as 
Parliamentary  units. 

Hence,  when  a man  has  a certain  amount  of 
property,  and  has  also  given  forth  a certain 
amount  of  obligations,  they  are  to  be  treated  as 
separate  and  indepeiideiit  articles  of  jiroperty,  but 
of  opposite  effects,  like  the  supporters  and  ojipo- 
nents  of  a Government. 

64.  AVe  also  see  how  erroneous  Mr.  Thorn- 
ton’s views  are  in  other  respects.  He  says  that 
when  a banker  lias  discounted  £*i0,000  for  the 
merchants,  and  issued  £-20,000  in  his  notes,  that 
if  he  writes  himself  down  a.s  creditor  for  the  mer- 
chants’ acceptances,  he  writes  himself  down 
debtor  to  an  equal  amount  to  the  holders  of  liis 
notes,  and  therefore  upon  the  whole  he  is  exactly 
as  he  was  before.  In  the  first  place,  a banker 
never  issues  an  amount  of  notes  equal  in  amount 
to  the  bills  he  discoiiiits,  because  if  he  did  so,  that 
would  mean  he  charged  nothing  for  discount.  He 
always  retains  the  amount  of  the  discount  at  the 
time.  And  siqipusiiig  the  discount  to  be  5 per 
cent.,  and  the  bills  at  12  months,  in  exchange  for 
the  £20,000  in  bills,  he  would  only  issue  £19,000 
in  notes;  consequently,  even  according  to  Air. 
Thornton,  his  |»roperty  would  be  increased  by 
this  sum  of  £1,000  by  the  operation. 

But  the  tact  is,  Air.  Thorutuii’s  view  is  fiinda- 
meiitully  erroneous  in  other  ways.  He  says  that- 
because  the  banker  and  the  merchant  each"  credit 
themselves  with  the  same  sums,  ami  d.-bit  them- 
selves with  tlie  same  sums,  it  is  tlierefore  exactly 
the  same  thiug  as  if  these  obligations  did  not  exist 
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at  all;  and  that  because  the  merchant  and  the 
banker  liold  each  other’s  obligations,  that  there- 
fore they  cancel  and  extingnish  one  another. 
This  is  utterly  erroneous.  1’hc  merchant’s  bills 
are  valuable  ]>roporty,  capable  of  circulating  in 
commerce,  and  the  banker  buys  this  property  by 
creating  another  property,  namely,  his  own  notes, 
■which  are  also  capable  of  circulating  in  commerce. 
Hence  it  is  not  a cancelment  of  debts,  but  an  ex- 
change of  valuable  properties,  both  of  which  may, 
and  do,  circulate  in  commerce.  The  debts  are 
not  cancelled  until  the  bills  are  given  up  to  the 
merchant  and  the  notes  given  back  to  the  banker. 
Then,  no  doubt,  each  of  these  properties  is  extin- 
guished and  taken  out  of  circulation.  But  while 
they  are  in  existence,  they  each  have  circulating 
power. 

65.  Hence  we  see  the  enormous  importance 
of  a very  careful  attention  to  the  mode  of  stating 
the  facts  in  rolitical  Economy. 

A man’s  property  and  his  obligations  being 
then  analogous  to  opposite  quantities,  we  have 
manifestly  the  following  laws  ; — 

If  we  add  {+)  to  his  property  (-f),  his  obli- 
gations ( — ) remaining  the  same,  that  is  an  in- 
crease ( + ) of  property. 

If  we  take  away  ( — ) from  his  property  (+)) 
that  is  a diminution  ( — j of  his  property. 

If  w’e  add  (-f)  to  his  obligations  ( — ),  that  is 
in  effect  a diminution  ( — ) of  liis  property. 

But  if  we  take  away  ( — ) from  his  obligations 
( — )*  that  is  iu  effect  an  increase  (-f-)  of  his 
property. 

Hence  we  obtain  this  doctrine  in  commerce, — 
A RELEASE  from  a DEBT  is  an  AUG- 
MEXTATIOX  OF  CAPITAL. 

AVe  shall  see  afterwards  that  this  doctrine 
leads  to  consequences  of  the  most  momentous 
nature  iu  commerce,  which  may  possibly  surprise 
some  of  our  readers. 

66.  To  shew  the  extreme  attention  necessary 
to  state  an  economic  problem,  we  will  quote  from 
the  works  of  two  very  eminent  mathematicians. 

Euler  says  p.7.,— Edit.  1 797,)—“  The 

manner  iu  wliich  we  generally  calculate  a per- 
son's property  is  an  apt  illustration  of  what  has 
just  been  said.  We  denote  what  a man  really 
possesses  by  positive  numbers,  using  or  under- 
standing the  sign  -f,  whereas  his  debts  are 
represented  by  negative  numbers,  or  by  using  the 
sign  — . Thus,  wdieri  it  is  said  of  any  one  that  he 
has  100  crowns,  but  owes  50,  this  means  that  his 
real  possessions  amount  to  100  — 50,  or  which  is 
the  same  thing,  + 100  — 50,  that  is  50. 

“As  negative  mimbers  may  be  considered  as 
debts,  because  positive  numbers  represent  real 
possessions,  we  may  say  that  negative  numbers 
are  less  than  nothing.  Thus,  when  a mau  lias 
nothing  iu  the  world,  and  even  owes  50  crowns, 
it  is  certain  that  he  has  50  crowns  less  than 
nothing ; for  if  any  one  w'cre  to  make  him  a 
present  of  50  crowns  to  pay  his  debts,  he  Avould 
still  be  only  at  the  point  nothing,  though  really 
richer  than  before.” 

It  is  quite  easy  to  shew  that  the  first  paragraph 
is  not  a suitable  mode  of  stating  the  question  iu 
Political  Economy.  For  suppose  that  a man  has 
100  crowms  and  is  bound  to  pay  50  crowns  one 
year  hence.  It  would  be  manifestly  quite  in- 
accurate to  say  that  his  property  was  only  (100 
— .50)  or  50  crowns.  And  yet  his  property  would 


; be  correctly  stated  100  — 50.  Here  it  is  quite 
I clear  the  5(  ► crowms  are  not  to  be  subtracted  from  his 
' present  property.  Now^  by  theZrt?c  of  Continvity^ 

I the  same  must  be  true  if  we  diminish  the  period  of 
I payment  gradually  from  one  year  bv  small  grada- 
I tions  of  a day  at  a time,  till  we  reduce  it  to  0,  or 
I make  his  debt  payable  on  demand.  The  fact  is 
that  it  means  he  is  bound  to  exchange  some  of  his 
property  h-r  his  obligation  at  a given  time. 

So  iu  the  second  paragraph,  when  he  has 
nothing  to  pay  and  owxs  50  crowns,  he  is  said  to 
; have  less  than  nothing.  This  clearly  means  that 
j he  has  not  only  spent  the  accumulation  of  his  past 
I industry,  but  has  also  spent  the  anticipated  pro- 
ceeds of  the  future^  and  the  negative  sign  clearly 
means  futurity.  Now  let  us  suppose  that  having 
done  so,  as  Euler  says,  some  one  makes  him  a 
l>resent  of  50  crowns  to  pay  his  debt,  he  is  clearly 
50  crowns  richer  than  before,  but  yet  his  property 
is  now  only  = 0.  This  is  an  example  of  -f-  x 4- 
giving  -f . But  there  is  another  combination  of 
Algebraical  symbols  which  gives  4-  , namely 
— X — ; and  there  is  another  method  in  com- 
merce of  arriving  at  the  same  practical  result. 
Suppose  his  creditor  releases  him  from  his 
debt,  Iiis  ])i'0perty  would  then  be  = 0,  and  he 
would  also  be  50  crowns  better  off  than  before. 
This  clearly  shews  that  the  release  (— ) of  a 
debt  ( — ) is  the  same  thing  as  an  increase  (4-) 
of  wealth. 

The  M'hole  subtlety  in  the  case  is  in  distinguish- 
ing between  oue  quantity  being  equal  and  opposite 
to  another,  and  therefore  neutralising  its  effects, 
and  taking  it  way  altogether.  The  opposition  in 
Parliaineni  do  not  takeaway,  or  subtract,  an  equal 
number  of  ministerialists,  they  only  neutralize  their 
eftects.  To  take  away  from  the  opposition  does 
not  add  to  the  government  numbers,  it  only  takes 
away  a qu.intity  which  neutralized  their  effects. 

67.  Another  very  eminent  writer,  Dr.  Peacock, 
Dean  of  Ely,  after  saying  that  property  and  debts 
may  be  symbolized  by  -j-  and  — , says,  (Algebra, 
Isf  Edit, p.  77, J “ if  a denoted  property  possessed, 
and — fl  a debt,  a might  denote  property 

neither  possessed  nor  owed,  such  as  a mere  deposit 
would  be.” 

Dr.  Peacock  has  explained  his  ideas  at  greater 
length  at  p.  366,  Art  447,  of  the  same  volume. 
He  says— “There  are  many  cases,  however,  of 
quantities  which  cannot  be  represented,  unless 
symbolically,  by  lines,  which  are  susceptible  of 
affections  denoted  by  4-  and  — , which  are  ap- 
propriate to  their  specific  nature : thus,  if  a 
represented  property  possessed,  — a may  repre- 
sent the  same  property  owed  ; under  such  circum- 
stances, what  h^the  meaning  which  may  be 
attached  to  « /-I  and  — a / ? 

If  we  co'isider  the  succession  of  quantities 
tf,  a K'-  I,  a{  a ( 

or,  _ 

a,  a > - I,  —a,  — a 

and  if  the  first  represents  property  possessed,  and 
the  third  property  owed,  the  second  can  neither 
represent  ))roperty  possessed  nor  owed,  under 
the  same  circumstances  or  by  the  same  person, 
inasmuch  as  in  such  a case,  itVould  be  symboli- 
cally represeuted  by  a or  — a ; it  may  represent, 
however,  i)roperty  deposited,  wliich  admits  of 
similar  relations  when  considered  as  property 
posse.ssed  and  property  owed  by  another  person  ; 
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under  such  circumstances,  the  affectation  of  a 
denoting  property  possessed  by  A by  the  sign 

— I,  would  convert  it  into  property  pos- 
sessed by  B : and  the  affectation  of  « v'  —i  by 
|/_  I,  would  convert  property  possessed  by  B 
into  property  owed  by  A : thirdly,  the  affectation 

of  — a by  Avoiild  convert  proiierty  owed 

by  A into  property  owed  by  B:  and  fourthly,  the 

affectation  — a \^\  by  /—I  would  con- 
vert ]>roperty  owed  by  B into  property  possessed 
by  A : the  repetition  of  the  j)rocess  of  affectation 

by  the  sign  would  reproduce  contiuually 

the  same  succession  of  transfers  of  property  from 
A to  B,  and  of  conversions  of  property  possessed 
itito  debt,  and  of  debt  into  property  possessed, 
which  is  required  to  correspond  to  the  succession 
of  the  same  symbolical  results. 

“Iu  this  case,  the  interpretation  of  the  sign 
which  we  have  given,  satisfies  the  sym- 
bolical conditions,  and  also  coincides  with  the 
interpretation  of  the  meaning  of  the  signs  4- 
and  — , which  is  otherwise  established : we 
cannot  give  it  the  additional  authority  of  the 
coincidence  of  this  interpretation  with  the  inter- 
pretation of  the  meanings  of  the  quantities  cor- 
responding to  a*  aud  — or,  for  those  (juantities 
iu  the  case  under  consideration  admit  of  no 
interpretation.” 

68.  AVith  all  deference  to  so  great  a writer,  we 
think  this  view  is  not  correct.  In  fact,  there  is  iio 
such  thing  as  property  oivcd.  The  debt  itself  is 
an  article  of  property,  which  must  have  arisen  out 
of  some  previous  exchange,  and  what  is  really 
meant  by  sayiug  that  a man  is  iu  debt  is,  that  he 
must  exchange  some  of  his  proi)erty  to  buy  this 

debt.  Now  the  symbol  I denotes  that  0])era- 
tioii  which  being  twice  repeated,  changes  4- 
iiito  — . 

Hence,  if  this  symbol  is  applicable  to  Political 
Economy  at  all,  it  must  denote  the  operation 
which,  being  twice  repeated,  changes  property 
into  a debt.  But  depositing  a thing  twice  with 
a inan  does  not  change  property  into  a debt. 
Nor  does  it  transfer  tlie  property.  These  are 
single  operations  of  the  will,  anil,  therefore,  it 
appears  to  us  that  Political  Ecouoinv  is  a science 
to  wliich  the  symbol  |/~i  is  not  applicable. 

69.  After  venturing  the  criticism  contained  in 
the  preceding  ]>aragraph  on  the  views  of  Dr. 
Peacock,  we  have  had  the  great  satisfiiction  of 
fimling  that  Professor  De  Morgan  has  expressed 
.similar  sentiments  in  the  article  Algebra  in  the 
English  Cyclopjcdia.  He  says : “ It  is  impossible 
that  a perfect  Algebra  can  be  founded  on  ideas  of 
time,  loss  and  gain,  or  any  in  which  only  two 
directions  can  be  imagined.  Space,  from  the 
infinity  of  directions  which  it  admits,  is  as  yet 
the  only  perfect  medium  of  explanation.  Time 
before  and  time  after  a certain  epoch  may  be 
represented  by  the  positive  and  negative  quantity; 
but  what  is  there  iu  the  idea  of  time  to  which  the 

sign  V - I can  possibly  apply  ? Again,  shew 
us  a commercial  operation  which  performed  upon 
a gain,  produces  a sort  of  result  which  can  neither 
be  called  gain  nor  loss,  but  which  repeated  tivo 
or  more  times  upon  a gain  turns  it  into  a loss  — 
aud  we  can  immediately  see  a s^'stem  of  cominer-  ! 


cial  Algebra  iu  which  I shall  be  intel- 
ligible.” 

70.  As  this  point  is,  in  fact,  tlie  greatest 
' subtlety  iu  Political  Economy,  and  involves  con- 
j sequences  of  the  most  momentous  nature,  which 
we  dare  say  our  readers  little  dream  of  at  iireseiit, 
but  which  are  fully  exjdained  afterwards,  we 
shall  extract  what  Dr.  Peacock  has  said  in  the 
2nd  edition  of  his  Algebra,  p.  15. 

“AVe  conclude  our  observations  upon  this 
subject  with  the  discussion  of  one  more  example 
of  a problem  of  very  extensive  application. 

“ A merchant  possesses  a pounds  and  owes  6 
pounds ; his  substance  is  therefore  a — b,  where  a 
is  greater  than  h. 

“But  since  a and  b may  possess  every  relation 
of  value,  we  may  replace  b by  « — c,  or  by  a 4-  c, 
according  as  n is  greater  or  less  thau  b;  in  the 
first  case  we  get 

a — h~a  — (a  — c)  = c 
and  iu  the  second 

a — 5 = a — (rt4-^*)_  — c 
If  c.  therefore  express  his  substance  or  propertv, 
when  solvent,  — c will  express  the  amount  of  h'U 
debts  when  insolvent:  and  if  from  the  use  of  4- 
aud  — as  signs  of  aftection,  or  quality,  in  this 
case,  we  pass  to  their  use  as  signs  of  operation, 
then  inasmuch  as 

« 4-  ( — c)  = a — c and  a — ( — c)  — n-\-c 
it  will  follow,  that  the  addition  of  a debt  ( — c)  is 
equivalent  to  the  subtraction  of  property  c of  an 
equal  amount,  and  the  subtraction  a debt  ( — c)i3 
equivalent  to  the  addition  of  property  c of  an 
equal  amount,  and  it  consequently  appears  that 
the  subtraction  of  a debt,  in  the  language  ot 
symbolical  algebra,  is  not  its  obliteration  or 
removal,  but  the  change  of  its  afiection  or  char- 
acter, from  money  or  property  owed,  to  money  or 
property  possessed.” 

71  A\’’c  hope  we  shall  succeed  in  shewing  that 

the  views  expressed  in  this  latter  paragraph  are 
not  correct. 

In  the  first  place  we  must  say  that  there  is  no 
such  thing  as  property  oiced.  A "debt  iu  commerce 
is  a species  of  jiroperty  itself,  which  was  created 
in  exchange  for  some  property.  And  when  a 
mau  is  in  debt  it  means  that  he  is  bound  to  buy 
up,  or  exchange  some  part  of  his  property  for, 
this  debt.  But  there  is  no  particular  part  of 
his  property  which  he  may  be  said  to  owe  more 
than  another.  His  projicrty  is  absolutely  his 
owni,  and  indeed  he  may  spend  it  all  and  leave 
his  debts  unpaid. 

Now  as  a debt  always  arises  out  of  an  exchange, 
and  must  necessarily  do  so,  an  addition  of  debt 
also  arises  out  of  an  additional  exchange.  It  is 
a new  jiroperty  created  in  exchange  for  more 
property.  Hence  to  add  and  to  .vwA/rrtc/ a debt, 
is  in  tact  to  create  aud  to  destroy  property.  As 
we  shall  shew. 

A banker  receives  <£100  in  money  from  his 
customer,  and  iu  exchange  fur  that,  he  creates 
£100  of  debt,  which  is  the  property  of  his 
customer.  Ilis  property  is  then  stated 

£100  — £100  = 0 

^l0W  arguing  according  to  the  common  mode, 
that  means  there  is  no  property  at  all  in  existence, 
a conclusion  that  is  manifestly  erroneous. 

It  is  ]>erfeetly  true  that,  so  far  as  regards  the 
banker  himself,  he  may  be  said  to  be  no  richer 
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than  lie  was  before,  but  as  regards  Political 
Economy — and  it  is  the  master  subtlety  of  the 
subject — the  etfects  are  very  ditferent.  The  banker 
ha.s  now'  £100  in  money,  which  is  his  own  pro- 
perty, which  he  may  trade  with  and  make  a ' 
profit  out  of.  And  his  customer  Ims  £100  as  < 
well,  in  the  banker's  notes,  with  which  he  can 
buy  anything  he  w'ants,  as  >vell  as  w'ith  money.  ; 
Hence  tlicre  are  /iro  circulating  and  exchangeable  | 
properties  instead  of  one.  And  tliongh  no  doubt 
tiie  banker  is  always  liable  to  be  called  oii  to 
exchange  some  of  his  gold  for  his  liabilities,  yet, 
the  very  business  of  banking  is  based  on  the 
probability  that  he  will  ikU  be  called  ou  to  do  so  , 
to  any  very  ajipreciable  amount  at  any  one  time. 

Now  let  us  sujipose  that  for  some  reason  or 
another,  the  customer  or  creditor  chooses  to  release 
the  banker,  his  debtor,  from  his  debt,  to  the  j 
amount  of  £50  say.  Then  the  banker’s  property 
Would  be  stated  thus, 

£100  — £50 

and  therefore  the  banker  would  have  gained  a 
practical  augmeutaiioii  of  his  property.  But  it 
would  not  be,  as  Dr.  Peacock  says,  by  coiivertiug 
property  owed  into  jiroperiy  possessed,  but  by 
the  dextructiou  of  the  debt 

Just  iu  the  same  way  as  a goverumeut  would 
gaiu  not  a greater  numerical  amount  of  supporters 
but  a practical  augmentation  of  strength,  by  the 
removal  of  a number  of  its  oppoueuts. 

By  cancelling  the  debt,  theretbre,  the  debtor  is 
relt^ed  from  the  necessity  of  a future  exchange, 
which  is  no  doubt  |oJbim  a practical  augmentation 
of  wealth,  but  yet  so  Tar  as  coucenis  Political 
Economy,  is  a destruction  of  property. 

By  this  operation  his  assets  remain  exactly  as 
they  \vere  belore,  but  his  liabilities  are  diminished. 

When,  us  we  have  shewn  below,  it  entirely 
depends  on  these  subtle  considerations,  whether 
three-fourths  of  the  capital  of  the  Bank  of  England, 
and  all  the  Joint  Stock  Banksin  the  country,  hits 
any  real  existence  at  all,  our  readers  will  perceive 
the  immense  importance  of  clear  ideas  ou  the 
subject. 

72.  From  the  considerations  in  the  preceding 
paragraphs,  avc  draw  these  important  conclusions ; 

That  iu  Political  Economv  the  signs  -f  and , 

as  Signs  of  Position,  symbolize  Time. 

As  signs  of  Operation,  they  mean  addition  and 
subtraction,  or  creation  and  destruction. 

73.  We  have  now,  we  think,  fuliv  explained 
the  nature  of  credit.  It  is  the  present  right  to  a 
future  payment.  Ami  of  course  tiie  value  of  the 
instrument  entirely  depends  upon  the  payment 
being  made.  For  the  value  of  the  proimne  in  the 
payment.  If,  therefore,  the  payment  cannot  be 
made,  the  iiroinise  has  lost  its  v'alue,  and  there  is 
a loss  of  p!‘oi)ert y. 

74.  The  considerations  Tve  have  presented 
furni^h  us  with  an  aus^ver  to  a fpiestion  of  the 
most  momentous  importance,  which  has  been  a 
great  perplexity  to  many  speculators  on  tlie  sub- 
ject. It  is  this  : What  are  the  true  Limits  of 
Credit  ? 

Now  as  Credit  is  the  right  to  a future  pavment, 
or  a future  prutit,  it  is  manifest  that  the  n\imber 
of  future  payments,  or  jirolits,  are  the  Limit  of 
Credit ; every  future  itaynient  whatever  has  its 
present  value,  and  therefore  up  to  that  limit  Credit 
may  be  created.  But  it  is  manifest  that  Credit 
cuunot  properly  exceed  Uiat  limit. 
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Ilence,  we  see  at  once,  another  most  important 
distiiiclion  in  the  fundamental  nature  of  a Bill 
of  Lading  and  Dock  Warrant,  ami  Bill  of  Ex- 
change, and  other  forms  of  credit.  Because  the 
former  doi  uments  are  absolutrly  restricted  to  the 
actual  quaat'ftii  of  the  goods  they  represent,  and 
can  by  in-  possibility  exceed  them.  But  instru- 
Uleii^s  of  Credit  are  founded  on  XhQ'Totmher  of 
Trun,fer.^  of  Property,  and  every  transfer  of 
property  gives  rise  to  a creation  of  Credit.  Ilence, 
if  there  be  20  transfers  of  the  same  property,  20 
Bills  of  Exchange  may  be  created.  But  if  the 
same  pn»pi*rty  pass  tiirongh  as  many  transfers, 
the  same  Bill  of  Lading  goes  with  it  always. 

75.  Hence,  we  see  at  once  the  fundamental 
error  of  John  Law’s  ideas  of  Credit  ami  nmiiey, 
which  art  very  extensively  prevalent  at  tlie 
l>reseut  time.  He  saw  that  a merchant’s  obliga- 
tions generally  exceeded  ids  cash  by  at  least 
tenfold.  He  thought  that  instruments  of  credit 
represented  money,  and  then  lie  argued — Why  not 
turn  all  the  property  iu  tlie  country  into  paper 
currency,  just  as  money  is  represented  by  paper? 
and  such  paper  he  maintained  would  retain  an 
e([uality  ot  value  with  money.  But,  alas!  when 
tliese  plausible  ideas  came  to  be  put  into  practice, 
they  totally  failed,  and  produced  the  most  terrible 
convulsions.  When  the  French  Goverumeut 
issued  assignats  representing  the  territory  of 
France,  so  far  from  maintaining  their  value  on  an 
equality  with  silver,  they  ultimately  fell  to  the 
30,000th  part  of  the  value  of  silv'cr  (Assignats), 
and  all  atti  mpts  to  found  a currency  upon  such 
principles,  have  failed  (Law). 

70.  But  while  the  same  goods  can  never  give 
rise  to  more  than  one  Bill  of  Lading  at  the  same 
time,  whicli  is  extinguished  by  the  delivery  of  the 
goods,  a quantity  of  money  may  discharge  and  ex- 
tinguish any  number  of  instruments  of  Credit,  bv 
simply  paying  them  iu  succession,  and  there  is  no 
absolute  relation  between  the  quantity  of  money 
and  the  qu  intity  of  Credit  iu  a country.  All  that 
is  required  is  that  when  the  jnomient  falls  due, 
tlie  obligor  has  money  to  discharge  it.  The 
quantity  of  Credit  that  may  be  created  purely 
deitends  on  the  number  of  trajisfers^  or  the  circii~ 
lation  of  money. 

77.  It  is  entirely  from  a miscalculation  of 
the^e  transler.s  that  commercial  catastrophes  arise. 
Sanguine  siicculators  expect  that  the  ju’ice  of  goods 
will  rise,  or  that  there  will  be  a great  demand 
for  them.  Upon  tlie  strength  of  the  expectation 
of  these  future  payments,  they  buy  the  goods 
with  credit.  A greater  quantity  of  goods  is 
thrown  on  ihc  market,  or  the  demand  falls  short 
ol  Avhat  tiny  expected.  Hence  the  number  and 
amount  id’ li  aiisfers  of  money  which  they  counted 
on,  do  not  take  place.  Consequently  the  i»rolits 
out  of  whicli  they  expected  to  pay  their  bills 
never  come,  their  promises  lose  their  value,  and 
then  comes  ruin  and  destruction  on  all  concerned. 

78.  But  as  a debt  is  an  independent  article  of 
commerce,  like  any  other  commodity,  it  may  be 
bought  and  sold  for  any  other  quantity  M hatever, 
and  of  coiiive,  among  other  things,  for  other  debts. 
One  grand  division  of  tlie  great  system  of  debt 
consists  in  buying  debts  by  creating  other  debts, 
and  each  of  these  debts  is  exchangeable  property. 
And  hence  we  see  that  there  is  a gigantic  mass  of 
valuable  proi>erty  produced  mereJy  by  the  consent 
of  persons,  without  any  labor  at  all. 
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7f>.  Havingthus  established  the  groat  doctrine 
that  Credit  is  a species  of  property,  and  having 
shown  that  any  si>ecies  of  property  whatever,  may 
be  capital  (Capital),  it  follows  of  course,  that 
Credit  ina^’be  used  as  capital  as  well  as  any  other 
sj'iecies  of  property. 

But  how’  is  Credit  productive  Capital  ? 

We  might,  ]>erhaps,  say  that  the  expression  is 
tautology,  because  as  capital  i.s  any  economical 
element  used  productively,  it  follows  that  if  it  be 
capital,  it  must  be  productive  capital. 

Pa.ssing  over  this,  however,  w'e  may  now  enquire 
how  Credit  can  be  used  productively.  It  is  mani- 
fest that  this  entirely  turns  on  the  meaning  of  the 
words  Productive  and  Production. 

In  the  first  place,  a.s  Credit  is  a substitute  for 
money,  it  is  clear  tliat  it  may  be  used  as  pro- 
ductive capital,  just  in  the  same  way  as  money  is, 
which  every  one  acknowledges  may  be  productive 
cajiilal. 

We  have  shown  (PRODrcxioN)  that  the  first 
French  school  of  Economists  confined  the  miMiiing 
of  the  word  production,  and  productive  labour, 
to  the  obtaining  an  increase  of  quantify.  But 
Adam  Smith  and  Condillac  extended  it  to  manu- 
factures and  commerce,  and  tliey  very  properly 
say,  that  money  employed  in " wholesale  and 
retail  dealing  is  productive  capital. 

80.  But  how  is  money  employed  in  commerce 
productive? 

To  cxi)lain  this,  we  have  nothing  more  to  do 
than  to  look  at  the  genuine  meaning  in  Latin  of 
the  word  prodneere.  We  have  fully  shewn  under 
Production  that  the  primary  meaning  of  pro- 
dueere  in  Latin,  is  not  to  make  an  increase,  but 
siin]dy  to  bring  out.  And  it  is  the  technical 
w'ord  used  for  exposing  to  sale.  Thus  Terence, 
Eunuchus  I,  ii,  55,  says 

‘‘l>retium  sperans  illico 
rnoorriT:  vendit." 

“ Hoping  for  a good  price,  ofiers  her  there  for  sale : 
sells  her.” 

And  iu  the  lleauton  tiwonnnenos^  I.,  i.  90 — 

“ Aueilhis,  servos,  * , 

Omnes  imoDrxf  .ac  veinlitii.'* 

All  the  slave.'*,  Timlc  ami  female,  I put  vp  for  .^ah\ 
and  sold.” 

So  to  jiroduce  is  to  dram  forth — to  ctfuse  to 
come  near.  To  produce,  in  English,  is  not  con- 
fined to  making  or  obtaining,  or  mamifacturiiig, 
but  to/)?'or//meathing  is  simj)Iy  to  place  it  where  it 
is  wanted.  If  a witness  is  told  to  produce  a deed 
in  court,  it  means  that  he  is  to  bring  it  into  ' 
court  and  place  it  tliere.  Now%  if  a retail  dealer 
can,  by  means  of  money,  draw  forth  goods  from  the 
shop  of  the  wholesale  dealer,  ami  plaeo  tlicm  in  his 
ow'ii  shop,  he  is  to  all  intents  and  purposes  the  pro- 
ducer of  those  goods  as  far  as  the  customer  is 
concerned.  He  sells  the  goods  to  his  customer,  and 
thus  draws  forth  their  ju’ice  from  his  pocket,  and  as 
the  price  paid  by  the  customer  exceeds  the  price 
he  paid  tor  them,  the  ojieration  has  produced  him  a 
lu’ofit.  Hence  the  money  employed  in  this  way 
has  been  productive  capital. 

81.  Coals  are  w'anted  in  a London  drawing- 
room. The  miner  produces.^  or  draws  themy?>rM, 
fi*om  the  mine ; tlie  carrier  draws>  them  from 
Newcastle  and  producesy  them  in  I>mdon,  and 
deposits  them  in  the  cellar  The  footman  draws 
them  forth  from  the  cellar,  and  produces  them  iu 
the  drawing  room.  Hence  all  the  scries  of  laborers 


engaged  in  bringing  them  from  the  mine  to  the 
drawing  room  grate  are  productive  laborers. 

Hence  we  see  that  these  writers  are  correct  in 
including  the  labor  of  transport,  or  circulation,  as 
one  spt'cies  of  production.  Hence  money  is  em- 
ployed productively  not  only  in  obtaining,  or  man- 
ufacturing, but  also  iu  Circulating  commodities. 

Now  though  Credit  may  be  employed  as  pro- 
ductive capital  in  any  operation  that  money  can, 
it  is  chiefiy  in  the  great  function  of  circulation, 
that  credit  is  proiluctively  employed  in  England, 
though  in  Scotland,  as  >ve  shall  show  below,  it  has 
been  very  extensively  employed  in  other  ways. 

82.  As  a simple  example  of  how'  Credit' may 
be  productively  employed  iu  retail  dealing,  w'e 
may  take  this.  Suppose  a retail  dealer  buys 
goods  from  a wholesale  dealer  for  £100,  and  seils 
them  for  £140  to  his  customers,  he  has  made  a 
]>i’ofit  of  £40,  and  his  money  has  been  employed 
as  productive  capital. 

If  he  has  no  money,  and  no  substitute  for  money, 
of  course  he  could  buy  nothing  and  make  no 
profit.s. 

l?ut  if  he  has  no  money,  still  if  the  wholesale 
dealer  has  confidence  in  his  character  and 
! judgment,  he  may  agree  to  sell  him  his  gwds  for 
j the  promisetoreceive  payment  three  months  hence, 
say,  by  whieh  time  he  may  expect  to  have  .sold 
the  goods  to  his  customers  for  immey  at  a profit, 
out  of  w'hich  he  can  pay  the  wholesale  dealer. 
Now,  w’e  must  observe  that  the  transaction 
between  the  wholesale  dealer  and  the  retail  dealer 
is  e(|ually  a snlcy  whether  the  price  be  paid  in 
money,  or  by  bill.  As  sotm  as  the  transaction  is 
efifected  the  property  in  the  go<>ds  has  ]>assed  aw'ay 
from  the  wdiolesale  dealer  to  the  retail  dealer,  as 
absolutely  as  if  he  had  received  money  for  them. 
And  w’hile  the  retail  dealer  receives  the  propertv 
in  the  goods,  what  he  gives  in  exchange  for  them 
is  the  right,  or  property,  to  demand  payment  iu 
money  three  months  after  date,  a new'  property 
called  into  existence  by  the  mutual  coii.'ient  of  the 
partie.s.  Now*  the  wdiolesale  dealer  diarges  a 
higlier  price  when  paid  in  credit,  than  when  paid 
in  miitiey,  partly  because  the  jiayment  is  deferred, 
and  partly  because  there  is  a certain  risk,  that 
the  retail  dealer  may  n»*t  be  able  to  j>ay  his  bill. 
The  credit  price  w ill  probably  be  £110,  wdiere 
the  ready  money  price  was  £100.  Now  .‘Suppose 
that  the  retail  dealer  sells  the  goods  to  his  cU'i- 
tomers  for  £140  as  before,  it  is  clear  that  the 
retail  dealer’s  ]>rofit  will  only  be  £30,  when  it 
w'.as  £40  in  the  former  case.  But  we  see  this,  that 
exactly  the  same  circuiation  of  goods  has  taken 
]ilaceby  means  of  Credit,  as  by  means  of  money, 
and  the  retail  dealer  luts  made  a profit  where  he 
would  not  otherw'ise  have  been  able  to  make  one 
at  all.  He  is  therefore  £30  better  otf  at  the  end 
of  the  transaction,  when  he  has  paid  his  bill,  than 
he  was  before.  Hence  his  Credit  has  been  jiro- 
ductively  employed  for  himself  and  the  ]nibUc 
in  general,  just  as  much  as  money  would  have 
been.  Now',  says  Mr.  Senior,  “Economists  are 
agreed  that  whatever  gives  a profit  is  capital.” 
Therefore  is  it  not  clear  that  Credit  ha.s  been 
capital  to  him?  Is  it  not  clear  that  Credit  has 
been  ]>roductive  capital  iu  every  sense  that  money 
could  have  been  ? 

83.  Wq  have  exhibited  in  the  last  section  of 
this  article  the  a^to^llding  self-contradictions  of 
J.  B.  Say,  who  first  invented  tiie  absurd  notiim 
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that  those  wno  maintained  that  Credit  is  capital, 
said  that  the  same  thing  could  be  in  two  jdaces  at 
once,  whicli  has  been  so  heedlessly  echoed  by 
many  ^vriters  in  this  country.  A house  divided 
against  itself,  we  are  told,  cannot  stand.  What, 
then,  can  be  the  authority  of  a writer  wlio  has  put 
forth  such  contradictory  opinions  as  we  have 
printed  side  by  side  ? AVe  are  happy  to  say  that 
the  most  recent  writers  in  France,  on  the  subject 
of  Credit,  have  emancipated  themselves  from  this 
baseless  sentence.  Thus  M.  Coquelin  says  in  his 
Work,  Da  Credit  ei  des  Banques,  which  contains 
much  that  is  excellent  on  the  subject,  (Coquelin,) 
at  p.  127. — ‘Tl  est  done  vrai  que  Ic  credit, 
devaneant  de  beaucoup  eu  cela  I’etlet  si  lent  de 
raccmnulation  ct  de  Tepargne  multiplie  presque 
instantanenient  les  capitaux.  Etcoimneut?  par 
cela  seul  qu'il  augmente  pour  chacim  le  puuvoir 
d’acheter,  Au  lieu  de  reserver  ce  pouvoir  a ceux 
qiii  out  actuelleiiient  la  faculte  de  payer  eu  deniers 
comptauts,  il  le  doiine  a tons  ceux,  et  le  nombre 
eu  est  grand,  qui  otfrent  dans  leur  position  et  lenr 
moralite  la  garuiitie  dTm  payement  futur.  Eu 
d'antres  termes,  il  le  doiine  a qiiiconque  est 
capable  d’utiliscr  les  produits  par  le  travail. 
Par  la  il  augmente  d'abord  le  nombre  des  con- 
sommattuirs,  et  partieulitremcnt  de  cette  classe  de 
consomrnateurs  qui  n'acheteiit  les  produits  que 
pour  k*s  ern]>loycr  a la  reproduction.” 

Again,  ]i.  P>9. — “D’un  autre  cote,  petit -on  dire 
que  le  credit  ]uir  lui  nienie  est  prodavtiff  II  Test 
peut-etre  autant  que  le  commerce,  qui  lui  non  plus 
ne  cree,  ni  ne  faf?oniie  les  produits,  bien  <iu’il  y 
ajoute  line  vuleur  par  le  transport.  C’est  uu  mot 
bien  A'ague  et  bien  elastique  (pie  le  mot  prodaire^ 
et  bien  subtile  est  la  Hmite  ou  sou  application 
s’aiTete.  Deja  Ton  est  convenu,  et  avec  raison, 
quo  le  coumierce  est  prodiictif.  Et  en  diet,  quelle 
ditlereiice  geiiuriipie  y a-t-il  eiitre  Ic  fait  de 
riiomme  (pii  extrait  la  houille  de  la  mine  pour  la 
niettre  an  joiu%  et  celui  de  riiomme  (pu  Ja  trans- 
porte  on  (pii  distribue  au  loin  > Xi  run  ni  I'antre 
u'a  cree,  ou  faeonne  la  houille;  I'un  et  I’antre 
out  contribue  egaleiiient  a la  rapproclier  du  con- 
sommateiir,  quoiipie  jiar  des  moyeus  divers.  Si 
le  premier  est  uu  producteiir,  le  second  doit  IV-tre  ; 
si  ron  I'eluse  ce  titre  a celui-ci,  on  doit  aussi  le 
refuser  a celui-la,  et  voila  un  prodnit  sans  pro- 
dueteur.  Le  fait  est  qu’ils  out  coucourii  tons  les 
deux  a douuer  a la  liouille  sou  utilitf-  projnv,  en 
la  mettant  aux  mains  des  cousommateurs.  et  qu’il 
y a par  consequent  un  travail  egalonu-iit  productif 
des  deux  cotes.  Or  Je  dcinaiide,  si  1*011  ne 
pourrait  pas  dire  ogaleiueiit  ]mr  induction,  que  le 
credit  est  productif^  lorsqu’  evidemment  e’est  par 
sou  influence  qui  taut  de  matieres  brutes,  prece- 
demment  perdues,  on  steriles,  sont  sorties  de  leur 
iiu  rtie,  comme  la  liouille  de  la  mine,  pour  con- 
vortir  eu  produits  fa<?oniies  ou  eu  capitaux 
actifs  ? 

“ Je  ii'insiste  pourtaiit  pas  sur  les  mots,  pourvu 
qu’oii  nraccorde  les  elfrts.  Que  le  credit  soit  nu 
won  productif,  (pi'il  multiplie  ou  non  les  capitaux, 
toujours  est-il  (pi'a  son  defaut  la  proiluctiou  lan- 
guit  et  la  multiplication  des  capitaux  s’arrete.** 

^ 84.  And  the  same  writer,  criticising  the 
views  of  J.  B.  Say,  in  the  Dictiotmaire  de  VEco- 
nomie  Politique^  \.xX.  Credit,  says: — “Le  credit 
ne  nuiItipHe  pas  les  cajtitaux,  ropete-t-on  avec 
un  sorte  de  complaLance  doctorale,  il  ne  fait  que 
les  deplacer.  D’oo  I’on  conclut  que  le  credit  est 
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peu  de  chose.  Mais  n’est-ce  done  ricn  que  le 
deplacemi  nt  des  capitaux  ? Dans  la  constitution 
actuelle  de  I’iudustrie,  telle  que  la  division  dii 
travail  iiotis  l*a  faite,  le  deplacement  des  capitaux 
ou  des  pri'duitscst  une  enonne  affaire ; e’est  tautot 
le  point  do  depart,  tautot  le  complement  neces- 
saire  de  Toeuvre  de  la  production.  Aussi  est-ce 
faute  de  ivtlexion  qu’oii  se  fait  un  argument  centre 
le  credit  de  cette  vcjrite  banale.  Le  credit  ne 
fait  que  dt'placer  les  capitaux,  soit : mais  le  com- 
merce que  fait-il  autre  chose?  N’est  pas  son 
principal  office  de  deplacer  les  capitaux  ou  les 
j)roduits  i>our  les  disti-ibuer  entre  les  producteurs 
et  les  cuiisoininatenrs  ? Est-ce  h dire  qu’il  ne 
soit  point  utile?  Une  route,  mi  cheinin  de  fer,  uu 
canal  ne  servent  egalement  (lu'a  deplacer  les  pro- 
duits. Autant  pent  on  dire  de  la  moiinaie  qui 
facilite  les  echauges,  et  des  (^changes  meines,  qui 
Tie  teudent  pas  a d’autre  fiu.  C'est  qu'eu  effet, 
grace  a la  division  du  travail,  le  deplacement  des 
capitaux  ou  des  produits  est  un  oeuvre  immense ; 
e’est  presquo  la  moitie  de  la  production  meine.” 

85.  J.  II.  Say  showed  very  well  that  a sale 
is  in  fiict  :i  dcmi-exchange.  Now  Credit  resolves 
an  exchange  into  three  ])arts.  The  goods  are 
(irst  bought  with  Credit — that  is  a complete  trans- 
action, there  is  no  further  question  until  the 
Credit  expires.  Then  the  Credit  is  sold  to  the 

j buyer  of  the  goods  for  money,  and  then  money  is 
exchanged  away  for  other  goods.  And  each  of 
these  traiHactions  is  a complete  sale.  AA'e  shall 
shew  hereafter,  however,  that  in  the  great  majority 
of  cases  in  modern  times,  the  payment  in  money 
is  dispensed  with  altogether,  and  commercial 
debts  are  paid  by  creating  other  debts. 

86.  Adam  Smith  says  the  labour  of  wholesale 
dealers  and  retail  dealers  is  productive  labour, 
because  it  adds  to  the  value  of  the  goods  as  they 
]>ass  from  one  liand  to  the  other.  Now  this  labour 
simply  consists  in  buying  with  money,  or  credit, 
and  the  value  of  the  goods  is  increased  in  one  way 
Just  the  Siune  as  iii  the  other.  AVhere,  then,  is 
tliediffere'icc  between  money  and  credit,  as  pro- 
ductiv'e  capital  ? It  is  clear  there  is  none  at  all. 
Smith  says  (B.  i.,  ch.  x.),  “ In  great  towns  trade 
can  be  exteiuied  as  stock  increases,  and  the  credit 
of  a frugal  and  thriving  man  increases  much  faster 
than  his  stock.  His  trade  is  extended  in  propor- 
tion to  the  amount  of  both,  and  the  sum  or  amount 
ofhisprolits  is  in  proportion  to  the  extent  of  his 
trade,  and  his  annual  accumulation  in  proportion 
to  the  ann'unt  of  liis  protits.”  Here  we  see  that 
Smith  plat'cs  Credit  on  exactly  the  same  footing 
as  stock,  and  if  tlie  one  is  capital,  how  is  the  other 
not  ? Not  only  is  it  tnie,  but  a trader  may  begin 
without  any  stock  at  all,  if  he  have  only  Credit, 
and  by  me  ms  of  the  profits  realized  by  Credit,  he 
may  accumulate  stock. 

87.  Even  in  tiie  very  narrow  extent  to 
whicli  Credit  was  developed  among  the  Greeks, 
Demosthenes  says,  Trpoc  AETmVijr,  p.  464,  20, — 
Edit.  Iteiske, — “ Cvdtp  uyadfny  oyroiy  ttXov-ov  rt 
Kal  Tov  TTpcQ  uTrarrag  TrifTTcvetrOai^  p.iii()V  itm  to 
Ttjc  TTLrrrtutg  vTrap^oy  l/plyP — “ There  being  two 
good  thing.-,  Money  and  Credit,  our  more  important 
i>roj)erty  is  Credit.”  So  in  the  Yirep  ^oppuovoc^ 
p.  958, — “ et  C£  TovTo  ayyoelc,  on  Trtortc  (opoppi) 
rd)V  7ra«ru)T  tort  ptyinri}  Trpoe  \pr}pt.aTUTpoy^  irdy 
ay  «yi'o//o“  t«C'” — “Ifyoii  were  ignorant  of  this, 
that  Credit  is  the  greatest  Capital  of  all  towards 
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the  acquisition  of  wealth,  you  would  be  utterly 
ignorant.” 

88.  The  only  real  difficulty  in  the  case  arises 
from  the  confusion  that  has  been  caused  by  con- 
sidering Credit  to  be  the  transfer  of  the  capital, 
whereas  it  is  tlie  independent  property  that  cir- 
culates as  a debt.  And  this  confusion  has  been 
greatly  produced  by  the  unfounded  notion  that 
labor  and  materiality  are  necessary  ti)  value,  or 
wealth.  Directly  we  observe  that  it  is  exchange- 
ability alone  which  confers  value,  the  whole 
difficulty  of  the  subject  vanishes.  Nay,  Smith 
himself,  to  whom  it  is  generally  supposeii  that  the 
doctrine  that  labor  is  necessary  to  value  is  due, 
says,  (B.  ii.  C.ii.  On  Metallic  and  Paper  Money^') 
“ Let  us  suppose  that  the  wliole  circulating 
money  of  some  particular  country  amounted  at  a 
]>articular  time  to  £1,000,000.  * ♦ Let  us  sup- 
pose too,  that  some  time  thereafter,  different  banks 
and  bankers  issued  promissory  notes  payable  to 
the  bearer  to  the  extent  of  £1,000,000,  reserving 
in  their  different  coffers  £200,000  for  answering 
occasional  demands.  There  would  remain,  there- 
fore, in  circulation  £800,000  in  gold  and  silver, 
and  £1,000,000  of  bank  notes,  or  £1,800,000  of 
paper  and  money  together.”  Now  we  see  that 
Smith  treats  the  paper  bank  notes  as  Aiilnable 
jiroperty,  exactly  on  the  same  footing  as  the  gold. 
He  chisses  them  together  as  undistingnishable ; 
and  what  are  these  bank  notes  ? Simply  Credit ; 
nothing  but  circulating  debts  ! Placed  exactly  on 
the  same  footing  as  gold  money  ! Does  not  this 
make  debts  -wealth  ? 

In  estimating  the  currency  of  the  country,  every 
one  knows  that  the  gold  and  silver  specie  is 
reckoned,  and  the  quantity  of  paper  currency  is 
added  to  it.  And  what  is  that  jiaper  currency  ? 
Nothing  but  Credit,  or  circiilaliiig  debts,  and  it  is 
always  reckoned  as  valuable  property.  So  in  our 
old  wril(‘vs,  Bills  of  Exchange  were  always  called 
merchandize. 

89.  So  Air.  Justice  Bylos,  in  the  preface  to 
his  Treatise  on  Bills  of  Exchange  ]>.  xii,  says — 
“It  will  not,  perhaps,  be  an  unreasonable  in- 
ference that  the  bills  and  notes  of  all  kinds,  issued 
and  circulated  in  the  United  Kingdom,  in  the 
space  of  a single  year,  amount  to  many  hundred 
millions,  and  that  this  species  of  Puouerty  is  now, 
in  aggregate  value,  interior  only  to  the  land  or 
funded  debt  of  the  kingdom.”  Here  w'e  see  that 
tlie  learned  Judge  treats  the  bills  and  notes  as 
separate,  exchangeable,  and  valuable  property 
on  the  same  footing  as  land.  And  as  these  are 
only  Credit,  or  rather,  merely  pieces  of  paper  on 
which  the  evidence  of  the  credit  or  the  debt  is 
recorded,  it  dearly  follows  that  all  Credit  is 
valuable  property. 

If  the  auiomit  of  bills  and  notes,  and  other 
forms  of  Credit,  is  not  sejiarate  and  independent 
valuable  property,  what  is  it? 

Answer  us  that,  Gentlemen  Economists,  wdio 
laugh  at  the  notion  that  Credit  is  Capital. 

AVe  may  be  told  that  Credit  is  only  a promise 
to  pay,  and  money  is  actual  payment.  But  what 
is  money?  Are  not  all  Economists  agreed  that 
money  is  inert  ly  au  order  for  goods  and  other 
things?  Mr.  AVebster  said  most  justly,  (Bank- 
ing IN  America,  § 448,)  “ Credit  is  to  money 
wdiat  money  is  to  articles  of  merchandize.”  Now, 
money,  wiiich  is  a mere  bill  for  merchandize,  is 
valuable  property  separate  from  merchandize. 


I Credit,  which  is  a bill  for  money,  must, by  a parity 
! of  reasoning,  be  valuable  jiroperty  separate  from 
money.  In  triilh,  the  payment  of  a bill  of  ex- 
change in  money  is  only  the  exchange  of  an 
instrument  of  general  credit  for  one  of  particular 
credit. 

90.  Now  it  is  by  facilitating  exchanges  that 
money  becomes  productive,  it  multiplies  operations 
out  of  w'hich  prolit  aris&s;  tlie  function  of  Credit 
is  exactly  the  same,  it  facilitates  excliauges  to  a 
very  much  larger  amount  than  money  does,  it 
multiplies  operations  to  a far  greater  degree  than 

j money  ever  can  do,  and  as  it  is  out  of  these  that 
j protit  arises,  it  of  course  multiplies  profits  to  many 
1 times  the  extent  that  monc}'  ever  can  do.  Hosts 
I of  writers,  some  of  them  of  the  gi*eaiest  name  too, 

I have  treated  the  notion  that  Credit  is  productive 
i ca])ital  with  the  greatest  ridicule,  as  is  fully  shown 
I further  on,  saying  that  it  does  not  create  products, 

' but  only  gives  greater  activity,  or  circulation,  to 
existing  cajiital.  But  that  is  all  that  money  does. 
Credit  cannot  make  two  things  out  of  one.  But 
neither  can  money.  Money  cannot  create  any- 
thing, it  only  imj>arts  activity  and  circulation. 
Mr.  Mill,  whose  self-contradictions  are  fully  set 
forth  further  ou,  says  that  Credit  is  not  productive 
pow'Cr,  but  only  jmrehasing  power.  But  what  is 
money  ? It  is  only  purchasing  powder.  Adam 
Smith  shewed  long  ago  that  purchase,  or  circula- 
tion, is  one  species  of  production  ! 

So  also  Air.  AIcCuIloch,  in  censuring  Adam 
Smith's  assertion,  tliat  the  gold  and  silver  money 
of  the  country  produces  nothing  itself,  says  in  a 
note — “ It  is  a capital  error  to  affirm  that  the 
gold  and  silver  used  as  money,  produce  nothing, 
on  the  contrary,  it  is  quite  obvious  that  by 
facilitating  exchanges,  ami  enabling  the  division 
of  labour  to  be  carried  to  a much  greater  extent 
than  it  could  be  under  a system  of  barter,  they 
are  in  no  ordinary  degree  productireT  Now, 
Credit  does  exactly  the  same  thing  as  money,  and 
! therefore  it  is  in  no  ordinary  degree  productive 
also. 

91.  Hence,  whatever  money  can  do  in  the 
way  of  production,  Credit  can  do,  which  is  not 
surjirising,  considering  that  iminey  is  only  one 
form  of  Credit.  The  fact  is  tliat  Credit  is  the 
inverse  of  money.  To  trade  with  money  is  to 
trade  with  the  earnings  of  past  industry,  to  trade 

I with  Credit  is  to  trade  wit lu he  expected  proceeds 
of  future  industry.  Hence,  if  money  is  positive, 
by  the  ordinary  laws  of  Natural  Philosophy, 
Credit  is  negative. 

92.  It  is  somewhat  curious  to  observe  the 
identity  of  thought  betw’een  tlie  early  Algebraists 
and  the  Economists.  The  early  Algebraists  were 
sorely  puzzled  by  the  appearance  of  negative 
roots  in  equations.  Being  unable  to  divine  their 
me.iuing,  they  called  them  res,  or  cestimutiones 
fetee,  or  fetitious  roots,  and  this  name  ap]>eai-s  so 
late  as  Descartes.  Cardan  was  the  first  to  dis- 
cover their  true  signiticatiou, — that  they  are 
simply  inverse  to  the  positive  ones,  but  eqnally 

[ real  and  independent  quantities.  The  very  same 
name  is  very  common  for  paj>er  credit.  Econo- 
mists very  fre<iuently  call  it  fictitious  capital. 
The  least  retiection  will  show*  that  the  analogy 
betw'een  money  and  Credit  is  exactly  that  between 
the  positive  and  the  negative  roots  of  equations. 
The  one  is  simply  the  inverse  of  the  other.  The 
only  writer,  that  we  know'  of,  who  has  truly  ex- 
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pressed  it  is  Bastiat,  and,  alas ! vre  have  to  touch 
him  tiX)  for  iiicousistency  on  this  subject.  lie 
says,  (^Ifarmonies  EcojiomUpies,  Art.  Capital,  Vol. 
VI.  p.  *219.  edit.  1855),  “CcMiui  cst  plus  surpre- 
nant  encore,  c’est  <pie  nous  puiivniis  fairc  Pope- 
ration  INVEItSE,  quehpie  impossible  qn’ellc 
seiiible  an  premier  coup  d'ocil.  Nous  ])Ouvuiis 
coiivertir  on  instrument  de  travail,  en  chemin  de 
fer,  en  maisoas,  tin  capital  qui  n'est  pas  encore 
ne,  utUisaiit  ainsl  des  serricen,  qui  iie  seront 
rcndus  qu’au  xx”  siecle.  11  y a des  bamiiiiers 
qui  en  font  Pavaucc  sur  la  foi  qiie  les  travailleurs 
et  les  voyageurs  de  la  troLsieme  on  quatrieme 
generation  pourvoirent  au  payment ; et  ces  litres 
sur  Vavcnir  (/.e.  instruments  of  Credit),  se  trans- 
metteut  de  main  en  main  sans  roster  jamais 
IMPKOIJUCTIFS.” 

This  is  exactly  the  very  doctrine  wo  have  been 
endeavouring  to  explain.  In  commerce  these 
litres  sur  t/tvenir,  or  instruments  of  Credit,  are 
not  drawu  upon  the  third  and  foiinli  frenerntion, 
but  they  are  drawn  payable  three  or  four  inuiiths 
hence,  and  are  exchangeable  property,  and  made 
productive  ca)>ital  by  circulating  merduindize. 

93.  We  sliall  now  quote  from  several  well- 
known  writers  to  show  that  they  all  niaintain 
the  doctrine,  that  Credit  is  productive  capital. 
AVith  respect  to  Adam  Smith,  in  addition  to 
what  we  have  quoted  above,  we  may  refer  to  an 
examination  of  his  opinions  on  Credit,  in  the 
last  division  of  this  treatise.  Air.  AlcCulloeh  says 
in  Ids  Dictionary  of  Commerce,  Art.  Banking, — 
“ Those  who  issue  such  notes,  coin  as  it  were 
their  credit.  They  derive  the  same  revenue  from 
the  loan  of  their  written  promises  to  pay  certain 
sums,  that  they  would  derive  from  the  loan  of 
the  sums  themselves;  and  while  they  thus  in- 
crease their  own  income,  they  at  the  same  time 
contribiitr  to  increase  the  wealth  of  the  society.’’ 

Theref  u'c,  Air.  AIcCuilocIi  clearly  asserts  that 
Credit  is  productive  capital. 

94.  Air.  J.  S.  Alill  says,  (Book  TTL  Chap. 
XXII.  § 2.) — “Tlic  value  saved  to  the  com- 
imuiity  by  thus  disiiensing  with  metallic  money, 
is  a clear  gain  to  those  who  provide  the  substitute. 
They  have  the  use  of  twenty  millions  of  circu- 
lating medium,  which  hav'e  cost  them  only  the 
expense  of  an  engraver’s  plate.  If  they  employ 
this  accession  to  tlieir  fortunes  as  Prodcctivk 
Capital,  the  produce  of  the  country  i.-  increased, 
and  the  comnuiuity  beuelited  as  much  as  by  any 
other  capitiil  of  c(iual  amount.” 

Tlierefore,  Air.  Mill  clearly  asserts  that  Credit 
is  productive  capital. 

95.  Air.  Gill3iirt  says,  (Logic  of  Banking, 

4ti 4— “ Bankers  also  employ  their  own  Credit 

us  capital.  They  issue  notes,  promising  to  pay 
the  Itearer  a certain  sum  on  demand.  As  long  as 
the  public  are  willing  to  take  these  notes  as  gold, 
they  produce  tlie  same  eftects.  The  banker  who 
makes  advances  to  tlie  agriculturist,  the  maiiu- 
lactuivr,  or  the  mereliaiit  in  Ids  notes,  stimulates 
as  much  the  jiroductive  powers  of  the  country, 
and  provides  employment  for  as  many  laborers, 
as  if  by  means  of  the  philosopher’s  stone  he  had 
created  au  equal  amount  of  solid  gold.  It  is  this 
feature  of  our  banking  system  that  has  been  most 
frequently  assailed,  it  has  been  called  a system 
ut  tietitioiis  credit — a raisitig  the  wind — a system 
ot  bubbles.  Call  it  wlmt  you  please,  we  will  not 
quarrel  about  names,  but  by  whatever  name  you 
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please  to  call  it,  it  is  a powerful  instrument  of 
production.  If  it  be  a fictitious  system,  its  effects 
are  not  fictitious,  for  it  leads  to  the  feeding,  the 
clothing,  ami  the  employing  of  a numerous  popu- 
lation. * 

“Thus a banker,  in  three  ways,  increases  the 
productive  power  of  capital.  1st, — he  economises 
the  capital  already  in  a state  of  employment. 
2iKlIy — by  the  system  of  deposits  he  gives  em- 
ployment tn  capital  that  was  previously  unpro- 
ductive. 3rdly — by  the  issue  of  his  own  notes  he 
virtually  Cue.ates  Capital  by  the  substitution  of 
Credit.” 

Thus  Air.  Gilbart  clearly  asserts  that  Credit  is 
productive  capital. 

96.  In  Banking  in  America,  § 421,  we  have 
shown  that  Mr.  Ilamilton,  the  Secretary  to  the 
Treasury,  in  his  report  on  banking,  clearly  showed 
that  banking  increases  the  productive  capital  of 
a country.  And  in  tlie  same  article,  § 448, 
Air.  Web.sti'i*,  the  great  lawyer  and  statesman, 
said  in  the  senate, — “ Credit  is  the  vital  air  of  the 
system  of  modern  commerce.  It  has  done  more, 
a thousand  times,  to  enrich  nations,  than  all  the 
mines  of  alt  the  world.  * * Credit  is  to  money 
what  money  is  to  articles  of  merduindize.  * * 
It  is  very  true  that  commercial  credit,  and  the 
system  of  banking  as  a part  of  it,  does  furnish  a 
substitute  for  capital.” 

Therefor*',  Air.  Ilamilton  and  Air.  AVebster 
; clearly  assert  that  Credit  is  capital. 

97.  Al.  Gustave  du  Puyuodc  says,  (De  la 
Monnaie,  dii  Credit, p.  UO.)— ‘‘  Sifocondesqu’aient 
ete  les  Alines  du  Alexique  et  du  Terou,  dans 
lesquelles  devuit  longtcmps  encore  apres  Columb 
semble  enfouie  la  fortune  de  ruiiivers,  il  y a 
cependant  uue  docouverte  plus  precieiise  pour 
rimmanite,  et  qui  a doja  procure  plus  de  richesses 
que  celles  d'.^s  Ameri^pies  : e'est  la  decouverte  du 
Credit.  Alonde  tout  imaginaire,  inais  vaste  couimc 
I’espace,  inepuisable  comme  les  ressources  de 
I’esprit.” 

This  passage  plainly  asserts  that  Credit  is 
productive  capital. 

Hence  wi-  fully  conclude  that 

CREDIT  IS  PRODUCTIVE  CAPITAL. 

Such  are  the  Elements  of  the  Theory  of  Credit. 

SECTION  III. 

On  the  AIecuanism  of  the  System  of  Credit. 

98.  AA"e  have  obtained,  then,  as  the  fundamental 
conception  of  the  nature  of  Credit,  that  it  is  the 
Present  Bight  to  a Future  Payment,  which  is 
|»roperty  capable  of  being  valued;  and  therefore 
wealth,  as  Aristotle  said ; moreover  it  is  exchange- 
able, and  is  purchasing  power,  nay,  the  greatest 
purchasing  power  in  modern  commerce,  and 
therefore  wealth,  as  Mr.  Alill  says. 

It  will  be  found  that  this  is  tlie  great  idea  upon 
which  the  wiiole  system  of  Credit,  in  all  its  varie- 
ties, rests,  [t  at  once  marks  out  its  nature  and 
its  limits.  And  it  will  be  found  that  all  commercial 
catastrophes  have  arisen  from  transgressing  these 
limits. 

99.  AVe  shall  now  endeavour  to  explain  to 
our  readers  the  mechanism  of  the  great  system 
of  Credit. 

Credit  is  embodied  in  two  ways  : one  in  a form 
not  ada])ted  for  general  circulation,  or  else  in 


CREDIT. 


CREDIT. 


585 


r 

t 

t 


A 


> 

S 


I 

\ 


paper  documents,  which  are  more  or  less  adapted 
for  general  circulation. 

The  former  consists  of  the  book  debts  of  traders. 
Ill  these  the  Credit  moves  once  from  the  purchaser 
to  the  vendor,  but  being  locked  up  in  the  books 
of  the  traders,  never  circulates  further.  Tlie 
amount  of  Credit  in  this  form  in  this  country  is 
incaiciilal)le,  and  there  is  no  jiossible  means  of 
forming  the  most  distant  conception  of  its  amount. 

In  the  second  Ibrm  Credit  is  recorded  in  paj»er 
documents,  which  may  circulate  more  or  less 
generally.  These  paper  documents  are  of  two 
different  forms ; 

Orders  to  pay,  including  Bills  of  Exchange, 
Clieqnes,  Bankers’ Drafts,  Exchequer  Bills,  &c.,&c. 

Promises  to  pay,  including  Bank  Notes,  Pro- 
missory Notes,  De])osits,  &c. 

Orders  to  pay  are  generally  called  Bills,  ami 
Promises  to  pay  are  generally  called  Notes.  As 
the  peculiarities  of  these  ditfereut  forms  of  Credit 
are  fully  explained  under  their  respective  heads, 
we  sliall  not  detain  our  readers  by  explaining 
them  here,  but  shall  assume  them  as  known. 

100.  The  system  of  Credit  forms  two  great 
divisions.  1 he  first  is  Commercial  Credit,  in 
which  traders  of  all  sorts  buy  commodities  by 
creating  debts,  payable  at  some  time  after  date. 
The  second  is  Banking  Credit,  in  which  bankers 
buy  money  and  commercial  debts,  by  creating 
debts,  usually  payable  on  demand, 

101.  Moreover,  the  system  of  Credit  may,  in 
another  way,  be  conveniently  divided  into  two 
])arts.  Credit,  being  exchangeable  property,  like 
money,  may  be  used  either  to  circulate  existing 
products,  or  to  call  them  into  existence.  That 
is,  it  may  be  based  cither  on  the  simultaneous 
transfer  of  a commodity',  or  it  may  bo  created 
to  produce  one.  It  is  by  no  means  uncommonly 
supposed  that  the  former  is  the  only  legitimate 
use  of  Credit,  and  that  the  latter  is  fraudulent. 
We  shall  see,  however,  that  tins  doctrine  is 
quite  unfounded.  But  the  fact  is,  that  certain 
documents  of  the  second  form  having  been 
very  grossly  misused  for  fraudulent  purposes, 
it  has  brought  the  whole  system  into  groundless 
obloquy.  We  shall  endeavour,  in  explaining  the 
system  of  this  second  form,  to  point  out  in  what 
the  abuse  of  it,  and  the  danger  really  consist. 


On  the  System  of  Credit  based  upon  Simultaneous 
Transfers  of  Commodities. 

102.  Goods  or  commodities,  in  the  ordinary 
course  of  busiue.ss,  }>ass  through  the  following 
hands: — 1st,  the  foreign  importer;  2ndly,  the 
wholesale  dealer;  3nlly,  the  retail  dealer;  4thly, 
the  customer  or  consumer.  To  the  first  three  of 
these  persons  these  goods  are  capital;  because 
they  import,  manufacture,  or  buy  them,  for  the 
sake  of  selling  them  with  a profit ; the  fourth 
buys  them  for  the  sake  of  use  or  enjoyment.  Tlie 
price  the  ultimate  consumer  must  pay  for  them, 
must  evidently  be  sutiicient  to  reimburse  the 
original  expense  of  production,  together  with  the 
profits  of  the  three  succeeding  operations. 

103.  Now,  leaving  out  of  the  question  at  pre- 
sent, how  the  imjiorter  of  the  goods  gains  jiosses- 
sioii  of  them,  which  concerns  the  foreign  trade  of 
the  country,  which  we  do  not  touch  upon  here, — 
it  he  sells  the  goods  to  tlie  wholesale  dealer  for 
ready  money,  lie  can,  of  course,  immediately 
import,  or  produce,  a further  supply  of  goods  hi 


tlie  room  of  those  he  has  disposed  of.  lu  a similar 
way  the  wholesale  dealer  sells  to  the  retail  dealer, 
ami  if  he  were  paid  in  ready  money,  h.*  miglit 
immed’ately  effect  further  purchases  from  the 
merchant  to  supply  the  place  of  tlie  goods  he  had 
sold.  So  also  if  the  retail  dealer  were  always 
paid  in  ready  money  by  his  customer,  he  might 
replace  the  part  of  his  stock  that  was  sold,  and 
so  if  everyboily  iiud  always  ready  money  at  com- 
mand, the  stream  of  circulation,  or  jiroduction, 
might  go  on  uiiiiiternipcedly,  as  fast  as  consump- 
tion or  demand  might  allow. 

104.  This,  liowever,  is  not  the  case.  Few,  or 
no  ])crsons  have  always  ready  money  at  com- 
mand for  what  they  require.  A"ery  few  traders 
can  coniniciice  with  enough  ready  money  to  j>ay 
for  all  their  purchases;  and  if  the  stream  of  cir- 
culation, or  production,  were  to  stop  until  the 
customer  had  paid  for  the  goods  in  money,  it  would 
be  vastly  dimini^hed. 

105.  Now  let  us  suppose  that  the  inerchaut 
having  confidence  in  tlie  character  of  the  whole- 
sale dealer,  agrees  to  sell  the  goods  to  him,  but 
not  to  demand  money  for  them  till  a certain 
period  afterwards.  lie  acc<irdingly  parts  with 
the  jiroperty  of  the  goods  to  tlie  wholesale  dealer, 
exactly  as  if  he  had  been  paid  in  money,  and 
receives  in  return  the  right  to  demand  jiaymeut 
some  time  after  date.  Now  the  very  same  "eircu- 
latiou  of  goods  has  taken  place  as  would  have 
been  caused  by  money.  The  only  dilfercnce  is, 
tliat  the  actual  payment  is  postponed,  and  for  tliis 
the  merchant  charges  a certain  price.  Tins  debt 
maybe  recorded  in  two  ways:  it  may  either  be 
simply  recorded  in  the  merchant’s  books,  or  else 
in  a Bill  of  Exchange.  But  it  is  ([uitc  clear  that 
the  jiroperty  is  absolutely  the  same  in  whichever 
form  it  is,  though  one  form  may  have  more  con- 
veniences than  the  other. 

In  a similar  manner,  the  wholesale  dealer  may 
sell  for  Credit  to  the  retail  dealer,  and  this  debt 
may  be  recorded  in  two  forms,  like  the  first, 
either  as  a book-debt  or  in  a Bill  of  Exchange. 
As  in  the  former  case  the  same  circulation,  or 
production,  iuis  been  caused  by  Credit,  as  by 
money.  Lastly,  the  retail  dealer  may  sell  to  his 
customer  on  Credit,  and  this  debt  may  also  bo 
recorded  in  two  forms,  either  a book-debt  or  in  a 
Bill  of  Exchange.  In  this  latter  case  llic  debt  is 
very  seldom  embodied  in  a IRII  of  Exchange,  it 
most  frequently  rests  as  a book-debt.  But  in 
this  case,  as  well  as  in  the  former  ones,  Credit  lias 
had  precisely  the  same  effect  as  money  in  circu- 
lating goods.  Hence  we  see  that  CreUit  has  hud 
precisely  the  same  effect  as  money  in  circulating 
the  goods  from  the  merchant  to  the  coUMuiur. 
Altireover,  we  see  that  the  passage  of  the  goods 
through  these  various  hands  has  generated  a debt 
at  each  transfer.  Suitposing  the  merchant  sold  the 
goods  for  a debt  of  ^100  to  the  wholesale  dealer, 
the  wholesale  dealer  would  probably  sell  them  fur 
a debt  of  -£I40  to  the  retail  dealer,  and  the  retail 
dealer  would  sell  them  to  different  customers  for 
debts,  not  less  probably  in  the  whole  tliau  <£200, 
Hence  we  sec  that  the  successive  transfers  of  the 
same  goods  have  generated  debts  to  the  amount 
ofii440.  Thereby  exemplifying  the  distinction 
we  have  alreaily  pointed  out  between  Credit  and 
Bills  of  Lading,  because,  if  the  goods  had  passed 
through  20  hands,  the  bume  BUI  of  Lading  would 
always  have  accompauied  them. 
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106.  Now  tlie  debt  for  which  the  merchant  sold 
thofroods  to  the  wholesale  dealer  is  no  doubt  valu- 
able property  to  him,  because  he  knows  it  will  be 
paid  in  time.  It  may,  moreover,  be  exchanged  for 
anything  else  like  any  other  property,  if  any  one 
will  take  it.  But  it  is  of  no  immediate  use  for  what 
the  merchant  or  manufacturer  probably  wants  at 
the  time,  namely,  money  to  buy  more  gofjds,  or 
to  pay  wages,  &c.  Moreover,  though  he  may  be 
quite  satislied  as  to  the  safety  of  the  debt,  from 
his  knowledge  of  his  customer,  it  does  not  follow 
that  others  wlio  don’t  know  him  will.  Consequently 
such  a debt  would  not  be  well  adaj)ted  foV 
general  circulation,  and  therefore  it  would  be  of 
no  use  towards  further  production.  In  a similar 
way,  the  debt  for  which  the  w holesale  dealer  sold 
the  goods  to  the  retail  dealer,  would  nut  be  Avell 
adapted  for  general  circulation,  and  therefore 
could  not  conduce  further  to  production.  The 
<lebts  due  by  customers  to  retail  dealers,  seldom 
do  conduce  to  further  production,  because  they 
are  most  frequently  merely  iu  the  form  of  book- 
debts, 

107.  Now,  the  merchant  would  probably  sell 
to  a great  number  of  wholesale  dealers  whose 
debts  would  fall  due  at  different  times,  and 
therefore  a certain  stream  of  money  would  always 
be  coming  in,  to  enable  him  to  continue  pro- 
duction. Similarly,  the  wliolesale  dealer  wouhl 
sell  to  a great  variety  of  retail  dealers,  whose  debts 
w'ould  fall  due  at  dilfereiit  periods,  and  so  a 
certain  stream  of  money  would  always  be  coming 
in  to  enable  him  to  continue  production.  Similarly, 
tlie  retail  dealer  sells  to  a great  variety  of  cus- 
tomers, a great  many  of  wiiom  pay  him  ready 
money  at  the  time  of  the  purchase,  as  casual 
buyers,  and  his  customers  too,  pay  him  money, 
by  which  he  can  coiitimie  to  make  purchases  and 
keep  lip  tue  stream  of  production.  And  therefore, 
this  would  greatly  facilitate  circulation  or  pro- 
duction, 

108.  And  this  we  believe  is  the  extent  to  Avhich 
Credit  in  ancient  times  went.  It  did  not  go 
beyond  book  debts,  at  least  as  far  as  w'c  have  been 
able  to  discover.  But  all  such  statements  must  ' 
be  made  with  the  greatest  reserve,  because  it  is 
most  unsafe  to  assert  anything  on  merely  negative 
evidence. 

109.  Credit,  so  far  even  as  this,  would  be  of 
great  assistance  to  production,  and  tlie  vast 
amount  of  it  generated  in  this  manner  would  be 
valuable  property  to  its  owners.  But  it  is  manifest 
that  it  w'oukl  be  of  no  further  immediate  use  to 
them.  It  might  thcrerure  be  aptly  compared  to  so 
much  dead  stock.  The  next  grand  improvement 
would  be  to  make  this  dead  stock  negotiable,  or 
exchangeable.  And  in  this,  we  believe,  consists 
the  great  dilference  between  modern  and  ancient 
Credit,  'ihe  great  modern  discovery  is  to  make 
the  debts  tliomselves  saleable  commodities.  To 
sell  them  cither  for  ready  money,  or  fur  other  debts 
of  more  convenient  amount,  and  immediately 
exchangeable  for  money  on  demand,  and  therefore 
equivalent  to  money. 

110.  There  are  two  classes  of  traders  wdiose 
especial  business  is  to  buy  these  commercial  debts, 
and  so  to  give  activity  and  circulation  to  this 
enormous  mass  of  valuable  property,  and  to 
convert  it  from  dead  stock  into  further  "productive 
Itower.  The  lirst  class  of  these  traders  are  called  j 
Bill  Discouxters,  i.  e.,  buyers  of  debts;  as  w'e  i 


have  expl. lined  above,  they  buy  these  debts  with 
money,  'fhe  second  class  are  called  Bankers  ; 
and  they  buy  these  commercial  debts,  by  creating 
other  debts  payable  on  deinaud. 

111.  A-  according  to  tlie  prejudices  of  trade,  the 
busines.s  of  bill  discouming  is  considered  inferior 
to  that  of  banking,  and  as  it  is  un(|uestiunably  a 
much  less  powerful  iiistrumeut  of  commerce,  our 
remarks  M ill  becoufiued  to  banking,  and  we  shall 
explain  how  it  converts  that  mighty  mass  of  com- 
mercial debts  from  dead  stock  into  productive 
capital, 

11:^.  We  need  not  describe  here  how  bankers 
receive  nnuiey  from  their  customers  and  give  them 
in  exchange  for  it  Credit,  or  the  right  of  transfer- 
ring the  debt  payable  on  demand,  for  tliat  is  fully 
described  under  Bank.  We  have  there  also 
described  how  bankers  changed  the  form  of  this 
Credit  from  a Promissory  Note,  given  at  the  time 
of  exchange,  and  capable  of  circulating  in  com- 
merce just  like  money,  into  a Credit  created  in 
their  books,  called  a Deposit,  and  to  be  drawn 
against  by  cheques,  which  are  Bills  of  Excliange 
payable  on  demand.  We  have  also  shewn  there 
the  important  conseiiuencesMdiicli  (lowed  from  this 
apparently  uiiimpurtant  change  being  the  means, 
in  fact,  by  M'hich  the  monopoly  of  the  Bank  of 
England  was  broken  in  upon,  and  the  Loudon 
Joint  Stock  Banks  founded. 

113.  Jiaiiks,  then,  as  far  as  regards  our  present 
subject,  are  shops  opened  for  the  purpose  of 
buying  these  commercial  debts.  The  merchant 
draws  a bill  upon  the  wholesale  dealer,  who 
accepts  it,  ami  thus  becomes  the  principal  debtor 
oil  the  bill.  The  merchant  then  takes  the  bill  for 
sale,  or  discount,  as  it  is  tecimically  termed,  to 
his  banker.  It  is  usual  to  make  bills  j)ayab!e  to 
the  drawer,  or  ids  order,  which  is  sigiiitied  by 
M-riting  hi-,  name  on  tiie  back  of  the  bill.  (Bile 
OF  Exchange).  The  merchant,  therefore,  writes 
his  name  ou  the  back  of  the  bill,  and  sells  it  to 
the  banker,  and  this  operation  is  termed  Indors- 
ing the  bill.  But  the  imlorseiuent  has  another 
etfect  besides  merely  assigning  over  the  debt  to 
the  banker,  for  unless  specially  guarded  against, 
it  makes  him  a surety  for  the  payment  of  the 
bill,  ill  ca.'-c  the  acceptor  does  uot  p,ay  it.  The 
eliect,  then  fjre,  of  the  iiulorscnieiit,  is  a sale  of 
the  debt,  and  a M*arranty  of  its  soundness.  Jbit 
this  warranty  is  not  an  absolute  one,  but  only  a 
limited  one  ; and  the  conditions  are  fully  explained 
under  Indorsement.  The  banker,  therefore, 
buys  this  diibt  with  a limited  warranty  of  sound- 
ness, by  creating  another  credit,  either  h in  former 
times  by  giving  the  merchant  the  amount,  less  the 
discount,  M'Idch  some  banks  are  permitted  to  do 
noM',  or  else  by  MTitiug  down  a similar  amount  to 
the  credit  o:'  liis  account,  which  Credit  is  called  a 
Deposit,  and  giving  the  merchant  imwerto  draw 
upon  him  at  pleasure  and  at  demand.  Thus  we 
see  that  the  banker  has  bought  one  debt,  which  is 
valuable  property,  by  creating  uuotlier  debt, 
M'hieh  is  also  valuable  property,  and  is  equivalent 
to  ready  money  to  the  merchant.  And  M*e  must 
particularly  observe  that  this  is  not  a caucclmeiit 
of  debts,  as  many  suppose,  but  au  exchange 
of  valuable  property. 

114.  The  merchant  has,  however,  a gi*eat  many 
other  similar  debts,  because  he  has  sohl  to  a great 
many  M'hoU  sale  dealers,  and  he  will  probably 
want  to  sell  these  in  a similar  way  to  his  banker. 
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The  merchant  will,  therefore,  indorse  each  of 
them  over  to  his  banker,  thereby  making  each  of 
the  acceptors  the  principal  debtor  to  the  banker, 
but  at  tlie  same  time  becoming  himself  respon- 
sible if  any  ot  them  fail  to  pay  his  debt.  If, 
therefore,  the  banker  discounts  the  bills  of  20 
acceptors,  he  will  have  20  principal  debtors,  who 
are  each  of  them  bound,  under  the  penalty  of 
commercial  ruin,  to  pay  tlieir  debts  m Iicu  they 
are  due.  The  merchant,  however,  is  surety  for 
each  of  them,  and  as  it  may  happen  that  out  of  so 
many,  some  may  make  default,  the  banker  usually 
stipulates  that  the  merchant  shall  leave  a certain 
amount  of  deposit  on  his  account  by  >vay  of  addi- 
tional security.  If  any  acceptor  then  make 
default,  the  banker  immediately  debits  the  account 
of  his  customer  M'ith  the  amount,  and  gives  liim 
back  the  bill.  Thus,  to  a certain  extent,  the 
banker  ahvays  keeps  the  means  of  ]>aying  himself 
ill  his  own  hands,  besides  having  his  customer's 
name  on  the  bill,  M'hich  makes  Ids  M hole  estate 
liable,  and  even  should  his  customer  fail,  he 
retains  the  right  to  have  his  debt  paid  out  of  the 
estates  of  both  the  principal  and  surety, 

i 15.  The  M'holesale  dealer  has  given  his  accept- 
ance for  the  goods,  aud  he  sells  them  to  the  retail 
dealer,  aud  takes  his  acceptance  for  them.  In  a 
similar  inauner  he  M'islics  to  sell  this  debt  to  his 
banker,  aud  so  convert  it  into  j)rodiictive  capital. 
A similar  transaction  takes  place  as  in  the  former 
case.  The  M'holesale  dealer  sells  the  debt  of  the 
retail  dealer,  and  becomes  himself  surety  for  its 
payment  to  hi.s  banker.  The  banker  also  buys  this 
debt  by  creating  another  delit  payable  on  demand, 
which  is  equivalent  to  ready  money. 

116.  The  retail  dealer  may  also  draw  upon  his 
customers,  though  this  is  comparatively  rare, 
because  customers  are  generally  beyond  the  pale 
of  coiumereial  Ium'. 

1 1 7.  By  these  means  we  sec  that  the  dead  stock 
of  commercial  debts  are  converted  into  productive 
capital.  The  merchant  and  the  M'holesale  dealer,  ! 
have  now  the  full  commaml  of  ready  money  for 
any  purposes  they  require,  aud  can  continue  the 
stream  of  production  M'ithout  interruption,  aud  as 
their  bills  fall  due,  all  they  iiavc  to  do  is  to  give 
au  order  ou  their  banker. 

1 1 8.  These  are  the  feu'est  number  of  hands  that 
gowls  iu  the  ordinary  course  of  business  pass 
through,  and  it  is  clear  that  in  their  passage  from 
the  manufacturer  to  the  customer,  they  Mill  give 
rise  to  at  least  tM’o  bills,  and  sometimes  three. 
They  are  all  regular  business  bills,  they  originate 
from  real  transactions,  and  they  are  Mhat  are 
called  real,  or  value  bills,  and  they  are  M hat  arise 
out  of  the  regular  and  legitimate  course  of  business 
ami  are  the  great  staple  of  M*hat  bankers  purchase. 
It  is  a very  prevalent  belief  among  coinmorcial 
men  that  business  bills  are  essentially  safe,  because 
they  are  based  upon  real  transactions,  and  alM'ays 
represent  property.  But  the  foregoing  considera- 
tions will  dispel  at  once  a considerable  amount  of 
the  security  supposed  to  reside  iu  commercial  bills  ' 
ou  that  account,  because  we  have  seen  that  iu  the 
most  legitimate  course  of  business,  there  Mill 
generally  be  two  bills  afloat,  originating  out  of  the 
transfers  ot  any  given  amount  of  property,  so  that 
in  the  ordiiuiiy  M ay  there  M'ill  be  at  least  tM'ice  as 
many  bills  afloat  as  there  is  property  to  M'hich 
they  refer. 

119.  We  must  refer  to  the  article  Bank,  for  au 


exposition  of  the  mechanism  of  banking,  sheM'ing 
how  the  creation  and  excliange  of  debts  is  made 
in  modern  commerce  to  perform  the  part  of  money. 
A\‘e  M ill  only  observe  here  that  the  manufacturer, 
the  M'holesale  ilealer,  and  the  retail  dealer  may  all 
be  customers  of  the  same  bank,  and  if  they  ail 
have  their  bills  diseounted  by  it,  it  M ill  purchase 
a M'hole  scries  of  debts  arising  out  of  the  traii&fers 
of  tlie  same  property. 

120.  The  above  operations  are  only  M'hat 
arise  in  the  ordinary  course  of  business  ; it  may 
sometimes  baiipeii  that  property  may  cliango 
hands  much  more  frequently,  and  at  every  trans- 
fer, a bill  may  be  created.  Hence,  Mhcn  the 
credits  are  very  long,  and  the  transfers  numerous, 
it  is  easy  to  imagine  any  number  of  bills  being 
created  by  n^peated  transfers  of  the  Siime  pro- 
perty. In  times  of  speculation,  tliis  is  particu- 
larly the  case.  Nom*  all  these  bills  are  technically 
commercial,  or  real,  bills,  but  it  is  evidently  a 
delusion  to  suppose  there  is  any  security  in  them 
on  that  account.  The  fact  is,  that  the  whole 
misconception  arises  from  an  error  in  the  meaning 
of  the  word  “represent.”  A bill  of  lading  does, 
as  M*e  have  said  above,  represent  jiroperty,  and 
M'hoever  has  the  bill  of  lading,  actually  ha.s  so 
much  property.  But  a Bill  of  Exchange  does  not 
represent  at  all.  It  represents  nothing  but 
ileht^  not  even  any  specific  money.  It  is  created 
as  a substitute  for  money,  to  transfer  jirojierty, 
but  it  does  not  represent  it  any  more  than  money 
represents  it.  This  m us  long  ago  pointed  out  by 
Mr.  Tliornton  in  his  Mork  quoted  above,  (p.  30) 
“ 111  order  to  justify  the  siqiposition  that  a real 
bill,  as  it  is  called,  represents  actual  itroperty, 
there  ought  to  be  some  poM’er  in  the  billholder  "to 
prevent  the  property  which  the  bill  represents, 
from  being  turned  to  other  purposes  than  that  of 
paying  the  bill  iu  question.  No  such  jiuM-er 
exists;  neither  the  man  M'ho  holds  the  bill,  nor 
the  man  m-Iio  discounted  it,  has  any  property  in 
the  specific  goods  for  which  it  w'as  given.”  Tliis 
is  perfectly  manifest.  It  is  both  contrary  to  the 
laM'  and  the  nature  of  Bills,  that  they  should  be 
tied  doM'ii  to  any  specific  goods.  And  it  sheMs 
that  the  real  security  of  the  bill  consists  iu  the 
general  ability  of  the  parties  to  it  to  meet  their 
engagements,  and  not  in  any  specific  goods  it  is 
supposed  to  represent,  the  value  of  M'hich  is  vague 
or  illusory,  and  impossible  to  be  asceriaiued  by 
any  one  m Iio  holds  or  discounts  it. 

121.  The  distinction  betMeen  Bills  of  Lading 
and  Bills  of  I^xchange  is  of  so  subtle  a nature, 
but  is  of  such  momentous  consequence,  that  m'c 
may  illustrate  it  still  further.  The  prt*ceding 
sections  slieM'  that  any  given  amount  of  property 
may  by  repeated  transfers  give  rise  to  any  amount 
of  bills,  M'hich  are  all  bond  fide ^ Ju.st  for  the  same 
reason  that  every  transfer  Avould  re([uire  a quantity 
of  money  equal  to  the  projierty  itself  to  transfer 
it.  Then,  even  supposing  liie  price  remained  the 
same  at  each  transfer,  it  M'ould  re<iuire  tM'enty 
times  £20  to  circulate  property  of  the  value  of 
£20  twenty  times.  But  also  £20  by  twenty 
transfers  may  circulate  property  to  the  value  of 
tM’enty  times  £20.  So  also  a Bill  of  Exchange 
may  represent  the  transfers  of  many  times  tlie 
amount  of  property  expressed  ou  the  face  of  it. 
This  is  the  case  Miienever  the  bill  is  indorsed, 
or  passed  aM-ay  for  value ; and  the  bill  repre- 
sents as  many  additional  values  expressed  on  the 
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fuce  of  it  as  there  are  iiulorsements.  Thus,  let 
us  suppose  a real  trausaclioii  between  A aiul  H. 
A draws  upon  15.  That  shews  the  bill  has 
ctfected  one  transfer  of  projiertv.  A then  buys 
sonieihing  from  C.  It  is  clear  that  C might  draw 
upon  A,  in  a similar  wav  that  A drew  upon  15. 
I5ut  instead  of  that,  A may  transfer  the  Dill  on 
15,  by  indorsement.  It  has  now  ctfected  two 
transfers  of  property.  In  a siiniiar  way,  C may 
buy  troni  I),  and  in  pavment  of  the  ju'ctpcrtv  may 
indorse  over  the  bill  to  D.  The  bill  then  repre- 
sents three  transfers  of  property.  In  a .similar 
way  it  may  pass  through  an  unlimited  number  of 
hands,  and  will  denote  as  many  transfers  of 
projierty.  When  C indorsed  over  the  bill  to  D, 
he  merely  sold  to  liim  the  debt  which  A had 
previously  Sold  to  him.  Xow  that  miglit  be 
done,  either  by  drawing  a fresh  bill  on  15,  can- 
celling the  tirsT,  or  simply  indorsing  over  the  bill 
lie  received  fniin  A.  lienee  we  see  that  every 
indorsement  is  Cfjuivalent  to  a fresh  drawing. 
J5nt  ifhe  draws  a fresh  bilion  B,  it  will  represent 
nothing  but  B*s  debt  to  him,  whereas,  if  he 
indorses  over  the  bill  he  received,  it  will  repre- 
sent B’s  debt  to  A,  A's  debt  to  C,  and  C’.s  debt  to 
I),  and,  consefpiently,  it  will  be  much  more 
desirable  for  I)  to  receive  a bill  which  reftresents 
the  stun  of  so  many  previous  transactions,  and  fur 
the  ]>ayment  of  which  so  many  parties  are  bound 
to  the  wliole  extent  of  their  estates.  Some  thirty 
years  ago,  almost  the  entire  circulating  medium 
ot  Lancashire  consisted  ot  Bills  of  Exchange,  and 
they  sometimes  had  as  many  as  1.50  indorsements 
upon  tliem  before  they  came  to  maturity.  From 
this  also  we  see  that  no  true  estimate  can  bo 
formed  of  the  etfeet  of  the  bills  of  exehango  in 
circulatiou,  by  the  returns  from  the  Stamp  Ofiice, 
a.s  has  sometimes  been  attempted  to  be  done,  as 
every  fresh  indorsement  is  in  effect  a new  bill. 
So  that  the  useful  effect  of  a bill  of  exchange  is 
indicated  by  the  number  of  iudorscnieuts  upon  it, 
sni)]>osing  that  every  transfer  is  accompanietl  bv 
an  indorsement,  which  is  not  alwavs  the  ca.se. 
AVe  see  here  the  fumlanumtal  diffen  nee  bctw’ecn 
Bills  of  Lading  ami  ]5ills  of  Exchange,  because 
the  indorsements  on  the  former  denote  tlto  number 
(tf  transfers  of  tlie  same  property ; the  indorse- 
ments oil  the  latter  denote  the  number  of  transfers 
of  difft-reut  jiroperty.  Ten  indorsements  on  a 
Bill  of  Lading  shew  that  the  same  property  has 
been  transferred  ten  tiine.s,  but  ten  indor.soments 
on  a Bill  of  Exchange  shew  tluit  ten  times  the 
amount  of  itropert}-  has  been  transferred  once. 

12'2.  AVe  have  shewm  that  the  prices  of  all 
commoilities  are  uiiiver.sally  governeJ  by  tlie  Law' 
of  Supply  and  Demand  at  all  times  (Contixuitt, 
Law  of;  Prices,  Theory  of).  If  the  supplv 
be  excessive,  nothing  can  prevent  the  jirice  from 
falling  to  any  state  of  depression,  until  it  becomes 
absolutely  unsaleable.  I’he  commodity,  therefore, 
will  nut  pay  the  cost  of  its  production,  ami  unles.s 
those  concerned  in  producing  it  have  imieijemient 
capital  to  enable  them  to  hold  on  until  the  exces- 
sive sui»ply  is  taken  off,  and  save  them  from 
selling  Avhen  the  price  is  ruinously  depressed,  or 
to  stand  the  losses,  they  will  all  fail. 

I'2t3.  Almost  all  men  in  commerce  are  under 
obligations;  that  is,  they  accept  Bills  of  Exchange 
which  uiust  be  paid  at  a fixed  time,  under  the 
|>cnalty  of  commercial  ruin.  To  meet  these 
obligations  due  by  them,  they  have  property  of 


two  sorts — debt.s,  or  obligations  due  to  tliom ; and 
secondly,  commodities.  To  meet  their  oAvn  obli- 
gations, they  must  sell  one  or  other  of  these  kimls 
of  property.  They  must  either  sell  their  debts  to 
tlieir  bankers,  nr  they  must  sell  their  commodities 
in  the  market.  AVliile  credit  is  good — that  is, 
while  bankfTs  buy  debts  freely,  they  can  retain 
their  cornurodities  from  the  market,' and  watch 
their  own  opportunity  of  selling  at  a favourable 
moment.  As  their  owu  obligaticurs  fall  due,  they 
sell  to  their  bankers  some  of  the  debts  due  to 
them.  'J’hiis,  if  credit  were  always  good,  they 
might  go  (11  for  ever  without  the  necessity  of 
over  having  a single  piece  of  money  ]>aid  'into 
their  account,  or  having  any  money  at  all  bevond 
what  is  necessary  fn*  their  petty  daily  transac- 
tions. But  if  credit  receives  a check,  and  tlic 
banker  refuses  to  buy  their  debts,  they  must  still 
meet  their  ow'u  obligations,  nmU*r  penalty  ofniin. 
They  are  conseijneiitly  obliged  to  throAv  their 
commodities  on  the  m'arket,  and  sell  them  at  all 
haz.ards,  tin*  supply  of  them  becomes  exce.ssive, 
and  inevitably  depresses  the  jirice.  Traders  who 
have  capital  enough  ot  their  ow  n to  meet  their 
engagement.^'  without  diseounting,  are  able  to 
keep  tlieir  commodities  back  from  tlie  market, 
until,  the  extra  su]>ply  being  exhausted,  prices 
ri.se  again,  from  the  natural  operation  of  tlie 
demand.  B ankers,  w'c  have  shewn,  ahvavs  buy 
the  debts  of'  traders  by  creating  debts  of  their 
own,  which  are  called  their  “ issuc.s,”  and  when 
bankers  relusc  to  buy  the  debts  of  traders,  they 
are  said  to  “ contraet'their  issues.”  Consequently, 
a contraction  of  is.sues,  or  of  discount.‘J,  is  gene- 
rally foIloAved  by  a fall  in  prices.  And  this  tall 
in  prices  ha]. pening  coincidently  with  a contrac- 
tion of  i.^sue.-,  is  frequently  sniipo.-Jcd  to  be  caused 
directly  by  the  diminished  amount  of  currency 
coin|(ared  to  commodities,  which  is  to  a great 
extent  erroneous,  because  it  is  in  reality  caused 
by  the  extra  quantity  of  commodities,  w hieh  a 
refusal  to  discount  debts,  causes  to  be  thnnvn 
upon  the  market. 

1 24.  AVe  see,  then,  how  utterly  impossible  it  is 
to  asccrt  iin  the  precise  effect  of  the  contraction 
ofi.<sue.s  of  b ulks  upon  prices,  because  the  diango 
is  i;rinci])all3  produced  by  the  quantity  of  produce 
Avhich  trader.s  arc  compt-lled  to  sell  to  meet  tlieir 
engagements,  wdien  the  negotiability  of  their  debts 
receives  a check,  and  of  course  similar  circum- 
stances not  only  compel  traders  to  sell,  but  pn*- 
vent  others  from  buying.  Coiisequeutlv,  the 
supply  is  greatly  increased,  and  the  (lemainl 
greatly  diminished.  If,  however,  the  holders  of 
one  commodity  are  possessed  of  much  imhqien- 
dent  capital,  ami  are  not  compelled  to  realize  to 
meet  tlieir  < ngagements,  a contraction  of  i.^ssues 
would  not  aflect  them  mticli.  On  the  other  hand 
it  the  holders  ot  another  coniinoditv  were  in 
general  men  who  depended  chietiv  on 'credit,  and 
Avcrc  compelled  to  sell  at  a sacritice  to  meet  their 
engagements,  a sudden  refusal  to  discount  for 
them  would  cause  an  extraordinary  (juantity  of 
their  produce  to  be  thrown  uiion  the  market  and 
cause  a ruinous  depression  of  price.  ’ 

It  is  the  sudden  failure  of  confidence  and 
extinction  of  credit,  Avhich  produces  Avhat  is  called 
in  commercial  language  a “ pressure  on  the  money 
market,”  and  which  causes  money  tube  “ti'dit” 
AA'hen  money  is  said  to  be  scarce,  it  does  not 
mean  that  there  is  a smaller  quantity  of  money 
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actually  in  existence  than  before;  there  maybe 
more,  or  there  may  be  less  in  the  country,  no  one 
can  t(*ll  what  the  amount  of  money  in  existence 
ts;  but  a great  amount  of  credit,  which  serves  a.s 
a substitute,  and  was  an  equivalent  for  money,  is 
either  destroyed  altogether,  or  is  suddenly  struck 
Avith  ])aralysis  as  it  Avere,  and  de)u*ived  of  it.s 
negotiable  power,  and,  therefore  practically  use- 
less. A vast  amount  of  propi'rty  is  expelled  from 
circulation,  and  money  is  suddenly  called  on  to 
fill  the  void.  When  a new  field  of  couiinercial 
adventure  is  found  by  sa^jacious  di.scov'erer.s,  or  a 
iieAv  market  is  suddenly  thi'oAvn  open  by  a change 
in  the  commercial  policy  of  foreign  nations,  the 
> first  adventurers  usually  reap  enormous  profits. 

As  so(»u  as  tliis  becomes  known,  a multitude  of 
other  speculators  rush  into  the  same  field,  excited 
by  the  profits  reaped  by  the  first.  Xumbers  of 
j nn  rcliaiil.s  and  traders  ])urchase  commodities  on 

credit,  that  is,  they  incur  obligations  Avhich  they 
must  discharge  at  a future  day,  in  the  hopes  that 
llie  returns  will  come  in  before  the  day  of  pay- 
ment. But  the  immense  (quantity  of  goods  poured 

I in  usually  gluts  the  market  in  a short  time,  and 
from  the  excess  of  supjdy,  ]n*ices  tumble  down 
often  to  nothing,  so  that  the  goods  become  un- 
saleable, and  either  no  returns  at  all  come  in,  or 
such  as  are  quite  iuadeipiate  to  meet  tlie  outlay. 
AVlien  tills  occurs,  it  is  called  overtrading^  and 
Avheu  this  has  been  extensively  practised,  it  is 
necessarily  and  iuev’itably  fulloAA'ed  b}'  a great 
destruction  of  credit,  ami  a gi'eat  demand  for 
cash.  Thus,  credit  js  destroyed  faster  than  ope- 
rations can  be  reduced  in  proportion.  Those 
traders  avIio  have  not  received  tlie  returns  they 
^ Counted  upon  to  meet  their  engagements,  must 

raise  mouey  on  any  terms,  and  perliaps  sell  Avhat 
jtruperty  they  have,  at  any  sacrifice,  to  .sa\^e 
them.selvcs  trom  ruin.  The  eff’ect  of  this  Avill  be 
^ tiiat  money,  for  Avliich  there  is  an  intense  demand, 

Avill  rise  greatly  in  value,  that  is,  discount  Avill 
rise  A'ery  high.  But  as  a necessary  concomitant 
of  siicii  a state  of  things,  a great  (luantity  of 
goods  Avill  be  thrown  uinm  the  market,  and  their 
])i*ico  Avill  be  enormously  depressed.  These  cir- 
cumsiauces  Avill,  therefore,  produce  a very  high 
rate  of  discount,  and  ruinously  Ioav  prices,  Avhich 
must  continue  until  the  excessive  supply  of  goods 
is  exhausted,  and  confidence  revived.  In  such 
cases  as  the.se,  traders  Avho  have  uot  sufficieut 
capital  of  their  own  to  meet  their  engageineiits, 
and  hold  on  their  goods  until  prices  rise,  Avill 
infallibly  be  ruined.  Under  such  circumstances, 
tlie  rale  of  discount  bears  no  relation  Avhalever  to 
the  rate  of  jtrofit.  The  ii.su  of  ready  money  to 

L persons  avIio  have  overtraded,  is  of  infinitely  more 

1 cunse(]uence  than  the  price  they  have  to  pay  fur 

* it.  It  may  be  Aveli  AA'orth  tlieir  Avhile  to' pay 

lo,  or  20,  or  even  50  per  cent,  for  the  use  of 
money  for  a temporary  emergency,  Avliich  may 
^ saA'e  them  from  ruin,  and  enable  them  to  main- 

tain tlieir  position. 

126.  It  is,  therefore,  not  the  scarcity  of 
money,  but  the  extinction  of  confidence,  Avhicli 
produces  a pressure  on  the  money  market : and  an 
examination  of  all  the  great  commercial  crises  in 
this  country,  will  sIicav  that  they  have  always 
been  preceded  and  produced  by  a destruction  of 
this  credit,  avIucIi  has  usually  been  brought 
about  by  extra\'agaut  overtrading  and  wild 
.siieculatiou,  as  may  be  seen  under  Crisis, 
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127.  The  ]irinciple  that  the  relation  betAveen 
supply  and  demand  is  the  sole  regulator  of  value, 
combim.'d  with  the  action  of  the  credit  system, 
will  explain  all  tlie  pheiiomoua  Avitnessed  during 

I a jn'esstire  on  the  money  market.  The  failure  of 
I credit  in  any  one  brancli  of  busine.ss  Avill  i>roduce 
its  tall  ellect  on  the  general  market  rat**  of 
interest,  becunsc  that  is  regulated  by  the  inteii>ity 
of  the  demand  for  money  from  AvhatcA'er  (luarter 
it  comes.  But  it  will  not  necessarily  folloAv  tliat 
the  market  ]*rices  of  all  commodities  Avill  be 
depres.>ed.  'I’he  market  jtrice  for  each  comimt- 
dity  Avill  be  governed  entirely  by  its  own  peculiar 
circumsianees.  if  the  holders  of  one  ciumnoday 
have  imicpendeiit  capital,  ami  have  |)rudeiitly 
abstained  from  overtrading,  the  ju'ice  of  such  a 
comimjdiiy  avHI  not  sutler  much,  because  the 
ratio  of  siqiply  ami  ilemaml  will  not  be  altered  to 
any  great  extent,  but  it  cannot  help  sympatiiLing 
to  a certain  extent  witli  other  commodities.  But 
it  the  holders  of  another  species  of  commodity 
have  overtraded,  and  depended  too  much  on 
credit,  Avithout  sufficient  means,  they  will  neces- 
sarily be  obliged  to  throw  a great  quantity  of 
tlieir  produce  on  the  market  to  realize,  and'tliis 
excessive  supply  Avill  depress  the  price.  And 
i this  efiect  will  be  increased,  because  such  are  the 
A'ery  times  Aviieii  persons  Avho  have  ready  money 
are  particularly  cautious  in  buying,  jiartlv 
because  they  always  hope  the  market  Avill  fall 
still  loAV'er,  and  they  hope  to  buy  cheaper  when 
prices  have  fallen  to  a iniiiimian,  and  they  will 
certainly  nut  buy  more  of  any  commodity  than 
they  can  help,  Avhich  is  diminishing  iu  'value; 
and  partly  because  they  must  kee[>  their  ready 
money  to  maintain  their  own  position.  From 
these  causes,  not  only  is  the  siijijily  increased, 
but  the  demaiul  is  diminished,  so  that  the  fall  is 
doubly  aggravated.  Tims,  Ave  see  at  once,  tliat 
a tailing  market  Avill  always  be  well  supplied, 
because  pe*)ple  Avho  must  sell,  ha.sten  to  do  so 
before  the  in  ice  falls  still  lower,  and  buyers  hold 
aloof,  Avaitiiig  as  long  as  tliey  can,  to  see  the 
lowest.  Oil  the  other  liand,  AvIieii  markets  are 
rising,  tlie  case  is  reversed.  The  sellers  Jiold 
aloof,  liu])ing  the  price  will  be  still  liigher,  ami 
buyers  crowd  in,  hastening  to  puivliase  before 
the  price  rises  imux*.  A market  that  is  desjmml- 
ing  ami  inactive  Avill  usually  continue  so  until 
people  are  per.Miaded  that  things  are  at  the 
lowest,  and  are  at  the  turn.  It  is  evident  that 
tiiese  considerations  and  observations  apply  to 
home  produce,  or  at  least  to  produce  Avliidi  is 
already  iu  tliLs  country,  and  Avhich  can  be  thrown 
oil  the  market  immediately.  In  order  to  attract 
foreign  produce,  the  market  must  rise  high  for  a 
considerable  time,  Avitli  the  appearance  of  con- 
tinuing so. 

1 28,  Considering  that  any  bill  AA'hatever  which 
is  draAvii  against  bona  fidf*  produce  is  iu  com- 
merce tecliuically  a n'a!  bill,  it  Avill  be  seen  at 
once  that  their  supposed  security  is  greatly  ex- 
aggei  ated,  because  any  operation,  hu^ve\'er 
fooHsli  and  absurd,  is  a good  basis  for  a real  bill. 
In  time.s  ot  rapid  changes  in  price,  multitude.'^  of 
bills  will  be  generated  by  speculative  purdiasers 
and  Avlieu  the  price  falls  as  rapidly  as  it  rose,  us 
it  usually  doe.s,  it  is  simply  occupat  ejctremum 
scabies.  Hence,  lo.sses,  ami  very  severe  ones,  too 
are  sure  to  happen  in  such  times.  But  there  is 
always  at  least  this  certainty  with  real  bills. 
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'When  persons  have  speculated  unluckily  and 
lost  tlieir  fortunes,  they  are  broujrht  to  a standstill. 
When  a man  lias  ruined  himself  by  speculation, 
no  banker  out  of  Bedlam  ■would  advance  him 
more  money  to  speculate  with.  Hence,  ill-judged 
speculation  must  stop  a man's  mischevous  career 
in  a comparativcdy  short  space  of  time,  that  is, 
•whenever  he  has  lost  tlie  value  of  tlie  goods  he 
has  been  speculating  with.  We  sliall  find  in  the 
next  section,  imfortanately,  that  traders  luive 
devised  a method  to  extract  funds  from  bankers 
to  speculate  wiili,  by  which  they  can  go  on  long 
after  tliey  have  lost  all  they  ever  had,  many  times 
over,  and  adding  loss  to  loss,  until,  perhaps,  they 
may  bring  down  their  hankers,  whom  they  duped 
and  defrauded,  as  well  as  themselves.  We  have 
sliewn  in  tlie  next  section,  that  there  arc  symptoms 
which  Avill  often  indicate  a commercial  crisis. 

On  the  Tkearij  of  Cash  CrecZ/Vs,  Open  Credits^ 
and  Accommodntion  BUIh, 

1*29.  The  operations  on  Credit,  which  we  have 
hitherto  been  considering,  were  all  based  on  an 
anterior  operation,  or  one  in  which  an  exchange 
of  commodities  was  atfocted  by  the  creation  and 
sale  of  the  Credit,  which  Creilit  was  afterwards 
sold  or  exchanged  for  another  Credit.  Such 
Credit  is,  therefore,  manifestly  limited  by  opera- 
tions which  have  been  made,  and  by  commercial 
exciianges.  The  number  of  Bills  created  could 
by  no  possibility  exceed  the  number  of  transfers 
of  commodities,"  although  they  might  be  greatly 
less,  because,  as  we  have  seen,  a single  bill  might 
be  used  to  effect  many  transfers  of  |)ro]>erty.  In 
all  these  Ciuses,  a debt  has  been  created,  which 
w'as  expected  to  be  ]>aid  out  of  the  proceeds  of 
the  sale  of  existing  property. 

130.  But  since  Credit  is,  as  we  have  shewn, 
exchangeable  property,  and  a substitute  for 
money,  it  is  clear  that  it  may  be  applied  as  well 
as  money  to  bring  new  products  into  existence. 
The  limits  of  it  in  this  case  will  be  exactly  the 
same  as  those  in  the  former  case,  namely,  the 
power  of  the  proceeds  of  the  work  to  redeem  the 
Credit. 

131.  As  an  example  of  such  a creation  or 
formation  of  a product,  we  may  take  such  a case 
as  the  following.  Suppose  the  corporation  of  a 
town  wishes  to  build  a market  hall,  but  has  not 
the  ready  cash  to  buy  the  materials,  and  jiay  the 
builder’s  and  workmen's  wages.  It  may  be  a 
matter  of  certainty,  that  if  tiic  market  were  once 
built,  the  stalls  in  it  Avonld  be  taken  up  imme- 
diately, and  tlie  rents  received  from  them  would 
liipiid'ate  the  debt  incurred  in  erecting  it.  But, 
as  the  workmen  cannot  wait  until  that  period, 
but  require  immediate  cash  to  purchase  neces- 
saries, it  is  clear  that  unless  there  is  some  method 
of  providing  ready  payment,  they  cannot  be 
employed.  In  such  a case,  they  might  borrow 
money  upon  their  own  bonds,  repayable  at  a 
future  period.  Xow  here  we  observe  that  these 
bonds  arc  the  creation  of  property.  Tliey  arc 
the  right  to  demand  a future  payment,  and  arc 
valuable  exchangeable  property,  which  may  be 
bought  and  sold  like  anything  else.  In  this  ease, 
■we  observe  tliere  is  an  excliange.  But  the  Cor- 
poration need  not  borrow  money.  Tliey  might 
make  their  own  obligations  payable  at  a future 
date.  Ami  if  these  were  made  small  enough,  and 
were  readily  received  by  the  dealers  in  the  town, 


they  might  be  used  in  the  payment  of  the  work- 
men’s wagfs.  and  perform  all  the  functions  of  a 
currency,  and  be  equivalent  to  money.  Each  of 
them  is  a new  right  created,  and  valuable  pro- 
perty, wliich  is  exchangeable,  and,  therefore, 
wealth,  by  tlie  definition.  They  would  be  quite 
as  efiicaci'itis  in  prodneing  or  forming  the  market 
hall  as  real  capital.  And  the  market  hall  itself 
would  be  capital,  becau.se  it  produces  a profit. 
As  the  stalls  were  let  and  rent  received  for  them, 
the  bcnids  miglit  be  reduced,  and  the  debt  cleared 
off.  It  is  said  that  many  market  places  have 
been  built  by  adopting  such  a plan.  This  case 
shews  the  'itter  futility  of  the  notion  that  credit 
cannot  be  applied  to  the  formation  of  products, 
and  here  we  see  it  was  not  based  on  any  anterior 
operation. 

1.32.  But  as  a more  remarkable  example  of 
the  powers  of  credit,  we  will  take  the  Cash  Credit 
system  of  Scotland. 

AVc  have  exjilained  under  Cash  Credit,  the 
origin  of  this  species  of  Credit,  which  we  need 
not  reiieat  here. 

Now  let  us  suppose  that  a rich  proprietor 
should  buy  an  unimproved  part  of  the  country, 
but  one  ca]»able  of  being  improved,  with  a consi- 
derable amount  of  idle  persons  upon  it,  who  did 
nothing  all  the  year  round  beyond  the  small 
amount  of  labour  necessary  to  obtain  some 
miserable  food.  This  proprietor  seeing  the  capa- 
bilities of  the  country,  takes  with  liiin  1,000 
.sovereigns,  and  employs  them  in  bringing  the 
land  Into  cultivation,  in  paying  wages,  and  setting 
people  to  w ork.  By  these  means  the  country  is,  in 
a few  years,  converted  from  a barren  moor  into 
fields  of  corn.  AVould  not  every  one  say  that 
these  1000  sovereigns  have  been  employed  as 
Productwe  Capital  Of  course  every  one  would 
say  so. 

133.  Now  let  us  suppose  that  the  circumstances 
and  capabilities  of  the  country  are  precisely  the 
same,  but  the  propriettir  has  no  money.  Sup- 
pose now  a great  Edinburgh  bank  seeing  this 
state  of  matter.s,  and  tlie  great  undeveloped  re- 
sources of  the  district,  opens  a branch  in  it,  and 
sends  down  a boxful  of  XI  notes. 

It  is  quite  evident  that  as  long  as  these  notes 
remain  in  ilie  coffers  of  the  bank,  they  are  nothing 
at  all.  They  are  only  so  many  bits  of  paper, 
which  convey  no  rights  to  any  one.  But  as  soon 
as  the  bank  consents  to  issue  them  the  case  is 
totally'  ch  mgcd.  For  wdioever  receives  them 
from  the  bank,  receives  the  right  to  demand  one 
pound  in  gold  from  the  bank,  and  it  is  very  mani- 
fest that  this  is  valuable  ]>roperty.  Here,  there- 
fore, is  a new  property  created  of  which  the  notes 
are  the  evidence.  Fur  it  may  not  be  superfluous 
to  observe  that  it  is  not  the  notes,  exactly,  which 
are  the  property,  but  the  engagement  of  the  bank 
to  pay  the  sum  on  demand,  of  which  tlie  evidence 
is  recorded  on  the  note,  and  by  means  of  which 
it  is  transl'orred. 

134.  Now  as  we  define  the  value  of  a thing  to 
be  the  thing  for  which  it  will  exchange, it  is  quite 
evident  that  these  notes  are  valuable  things,  in 
fact,  are  ol  the  value  of  money,  because  tliey  can 
bo  exchanged  for  money  on  demand.  And  this 
valuable  property  may  be  transferred  from  hand 
to  hand,  like  any  material  substance  ■whatever. 
It  is  in  all  respects  as  transferable  as  money 
itself,  and.  therefore,  by  the  very  force  of  the 
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definition  of  wealth,  which  is  anything  which  has 
pnrcluising  power,  or  is  exchangi*able,  it  is  wealth. 
And  it  is  notorious  that  the  quantity  of  paper 
curreiic}'  in  a country  is  always  reckoned  cuinu- 
lalively  to  the  gold  and  silver  money.  And  we  , 
have  shewn  below  that  every  Economist  does  so, 

135.  Of  course  wc  need  scarcely  observe  that 
as  wealth  depends  upon  the  single  idea  of  ex- 
cliangeability,  such  tilings  arc  only  wealth  within 
the  area  in  wiiicli  they  can  be  exchanged.  Such 
a bank  note,  therefore,  is  only  wealth  within  the 
limits  of  Scotland,  within  which  it  has  purchasing 
power.  Our  readers  will  therefore  perceive 
clearlv  the  manifest  truth,  that  the  creation  and 
issue  of  Bank  Notes  is  the  creation  and  issue  of 
distinct  articles  of  property. 

13().  The  bank,  therefore,  perceiving  the 
capabilities  of  the  country,  and  having  confidence 
in  the  skill,  industry,  and  honesty  of  the  fanners, 
or  jiroprietors — which  in  fact  may  all  be  summed 
np  in  the  word  character — and  upon  receiving 
collateral  security  against  los.s  if  necessary,  creates 
and  issues  these  note.s — valuable  property — as 
loans  to  the  farmers.  These  notes  are  employed 
exactly  in  the  same  way  that  money  would  have 
been.  The  peojdc  are  set  to  ■work,  the  laud  is 
reclaimed  and  stocked,  and  iu  a few  years  what 
was  a bleak  and  barren  moor,  is  changed  into 
fertile  fields  of  waving  corn. 

Now,  we  ask,  who  in  their  senses  can  deny  that 
these  note.s  have  been  productive  capital^  exactly 
as  much  as  money  would  have  been  ? 

137.  Now  when  the  time  for  repayment 
comes,  it  may  be  made  in  three  ways.  We  may 
suppose  that  more  than  one  bank  lias  established 
brandies  in  the  district.  AVhen  the  farmer  there- 
fore has  sold  liis  produce  in  the  market,  he  may 
receive  fi>r  it,  either  money,  or  the  notes  of 
another  bank,  or  notes  of  the  bank  which  has 
made  him  the  loan,  or  any  combination  of  these. 
He  may  therefore  pay  the  bank  in  money,  or  iu 
the  notes  of  another  bank,  or  iu  its  own  notes. 
Now  wc  have  observed  tliat  money  is  positive 
property,  so  the  notes,  or  the  debt  of  a bank,  arc 
positive  property  to  tiie  holders  of  them,  though 
negative  to  the  bank  itself.  By  paying  the  bank 
therefore  iu  money  or  in  the  notes  of  another 
bank,  that  is  transferring  to  them  positive 
property.  But  paying  the  bank  in  its  own  notes 
is  the  release  of  a debt,  or  the  taking  away  of 
negative  projierty. 

W e observe,  therefore,  that  in  commerce,  the 
Payment  of  Money  and  the  Release  of  a Deht^  are 
in  all  «ases  absolutely  equivalent.  Which  is  a 
practical  commercial  example  of  the  Algebraical 
doctrine  that  -|-  X -b  is  in  all  cases  absolutely 
equivalent  to  — x — . 

138.  Thebauks,  it  is  to  be  observed,  always 
limit  their  advance  to  a certain  moderate  amount, 
varying  from  XlOO  to  XI, 000  in  general,  and  tliey 
always  take  several  sureties  in  each  case,  never 
less  than  two,  and  fretiuently  many  more,  to  cover 
any  possible  losses  that  might  arise.  These 
cautioners,  as  they  ai'e  termed  in  Scotch  law, 
keej)  a watchful  eye  on  the  proceedings  of  the 
customer,  and  have  always  the  right  of  inspecting 
his  accounts  with  the  bank,  and  have  the 
right  of  stopping  it  at  any  time,  if  irregular. 
Moreover,  the  banks  themselves  do  not  permit 
these  credits  to  degenerate  into  dead  loans.  We 
must  also  observe  that,  thongli  security  is  taken, 
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no  part  of  the  cautioner's  property  is  taken  out  of 
circulation ; and  therefore  his  liability  is  only 
contingent. 

139.  The  enormous  amount  of  transactions 
carried  on  by  this  kind  of  accounts  may  be 
judged  of  when  it  appears  from  the  evidence  of 
the  witnesses  before  the  Committee  of  the  House 
of  Commons  in  182G,  tliat  on  a Cash  Cr<'dit  of 
XI, 000,  operations  to  the  amount  ofXo0,000  took 
place  in  a single  week.  Its  effects  therefore  were 
exactly  the  same  as  these  of  £50,000  sovereign.^. 
Others  stated,  that  on  a c.ash  credit  of  £500, 
oiierations  to  the  amount  of  X70,000  took  place 
in  a year.  One  w'itiiess  staled  that  during  twenty- 
one  "year.-s,  in  a moderately  sized  country  bank, 
operations  iiad  taken  place  to  the  amount  of  nearly 
£90,000,000,  and  that  there  never  had  been  but 
one  loss  of  X200,  oa  one  account,  and  tliat  the 
whole  loss  of  the  bank  during  that  jieriod  did  not 
exceed  XI, 200. 

140.  These  credits  are  granted  to  all  classes 
of  society,  to  the  jioor  as  freely  as  to  the  rich. 
Young  men  in  the  humblest  walks  of  life  begin 
by  making  a trifle  for  themselves.  This  inspires 
their  friends  with  confidence  in  their  steadiness 
and  judgment,  and  they  become  sureties  for  them 
oil  a Casli  Credit. 

This  is  in  all  respects  of  equal  value  to  them 
as  money,  and  thus  they  have  the  means  placed 
within  their  reach  of  rising  to  any  extent  tliat 
tlieir  abilities  and  industry  permit  them.  Mr. 
Alonteith,  M.P.,  told  the  committee  that  he  was  a 
manufacturer,  employing  at  that  time  4,000 
hands,  and  that  except  with  the  merest  trifle  of 
capital,  lent  to  him,  and  whicii  he  very  soon  jiaid 
off,  lie  began  the  world  with  nothing  but  a Cash 
Credit ! And  this  was  only  one  example  out  of 
thousands. 

141.  This  shewed  the  advantage  in  a personal 
way.  But  even  that  was  but  a small  pan  of  the 
system.  Almost  ail  the  great  public  works  of 
every  description  were  created  by  means  of  Cash 
Credit.s.  One  witness  stated  that  the  Forth  and 
Clyde  Canal  was  executed  by  means  of  a Cash 
Credit  of  X40,000,  granted  by  the  Royal  Bank. 

j And  iu  a similar  way,  whenever  any  other  public 
I works,  such  as  roads,  bridges,  &c,,  were  to  be 
done,  the  first  thing  was  to  obtain  a large  Cash 
Credit  at  one  of  the  banks.  And  it  is  by  these 
means  that  Scotland  has  been  raised  to  the  proud 
position  she  now  enjoys.  It  is  no  exaggeration 
whatever,  but  a melancholy  truth,  that  at  the 
period  of  1688,  and  the  eslablishineiit  of  the  Bank 
of  Scotland,  that  country,  partly  owing  to  such  a 
successiou  of  disasters  as  cannot  be  paralleled  in 
the  history  of  any  other  independent  nation,  ami 
partly  owing  to  its  position  in  the  very  outskirts 
of  the  civilized  world,  and  far  removed  from  the 
humanizing  influence  of  commerce,  divided  iu 
fact  into  two  nations,  aliens  iu  blood  and  language, 
was  the  most  utterly  barbarous,  savage,  and 
lawless  kiugdoin  iu  Europe.  And  it  is  equally 
undeniable  that  the  two  gi'cat  causes  of  her  rapid 
rise  ill  civilization  and  wealth,  were  her  systems 
of  national  education  and  banking.  Her  system 
of  banking  has  been  inlinitely  of  gn?atcr  service 
to  her  than  mines  of  gold  aud  silver.  Alines  of 
gold  aud  silver  would  jirobably  liave  demoralised 
the  people.  But  her  banking  system  has  tended 
immensely  to  call  forth  every  manly  virtue;  and 
the  express  business  of  these  banks  was  to  create 
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out  of  nothiu",  but  by  the  lucve  force  of  their  will, 
incorpoival  entities,  wliich  wore  valuable  and  ex- 
clijin^reable  pn>iierty,  ami,  therefore,  In^he  very 
force  of  the  (letiuition,  wealth;  which  having 
served  their  purpose,  after  a time  were 

“ Melted  iuto  air,  into  thin  air/’ 

But  their  solid  results  have  by  no  means  faded 
like  the  baseless  fabric  of  a vision,  leaving  not 
a rack  bt-liind.  On  tlie  contrary,  their  solid  re- 
sults have  been  lier  far-famed  agriculture,  the 
manufactures  of  Glasgow  and  Paisley,  the  unri- 
valled steam.shij)s  of  the  Clyde,  great  ])ublic  works 
of  all  sorts,  canals,  roads,  bridges,  and  poor  young  ' 
men  developeil  into  into  princely  merchants.  | 

14*2.  All  these  niarvelli»us  results  which  have 
raised  Scotland  from  tlie  lowest  state  of  barba-  i 
rism  up  to  her  j)resent  ]>roud  position  in  the 
space  of  150  years,  are  the  children  of  pure  ^ 
Credit.  It  has  been  nothing  whatever  but  some 
incorporeal  entities  called  out  of  Nothing,  for  a 
transitory  existence,  and  then  vanishing  again  into 
the  Nothing  from  wliich  they  came.  And  has 
not  this  credit  been  capital  ? Will  any  one  witfi 
these  results  staring  the  world  in  the  face,  believe 
that  it  is  maintained  by  many  writers  who  still 
are  considered  as  economists,  that  Credit  conduces 
nothing  to  the  increase  of  Wealth  ! That  Credit 
conduces  nothing  to  production!!  That  Credit 
only  transfers  existing  Capital ! ! And  that  those 
who  maintain  that  Credit  is  productive  Cajiital 
are  such  ]>uzzle-headed  dolts  as  to  maintain  that 
the  same  tiling  can  be  in  two  places  at  once! ! ! 
How  we  Imve  dealt  with  these  writers,  maybe 
seen  in  the  next  section. 

143.  Now,  M'e  observe,  that  these  Cash  Credits, 
which  have  produced  such  marvellous  results,  are 
purely  of  the  nature  of  what  is  called  accommo- 
dation paper  in  England.  They  are  not  based 
upon  any  previous  operations,  nor  upon  the  trans- 
fer of  commodities  already  in  existence.  They 
are  created  for  the  express  purpose  of  creating^  or 
forming  future  products,  which  would  either  have 
had  no  existence  at  all  but  for  them,  or  at  all 
events  it  would  have  been  deferred  for  a very 
long  period,  until  solid  money  could  have  been 
obtained  to  produce  them.  Thus  we  have  an 
enormous  mass  of  exchangeable  jiroperty,  created 
by  the  mere  will  of  the  bank  ami  its  customers, 
which  produces  all  the  solid  effects  of  gold  and 
silver,  and  when  it  has  done  its  work,  it  vanishes 
again  into  nothing,  at  the  Aviil  of  ihe  same  per- 
son.s  who  called  it  into  existence.  Hence  we  see 
that  the  mere  will  of  man  has  created  vast  masses 
of  wealth  out  of  nothing  and  then  Decreated 
them  iuto  Nothing. 

144.  Here  w'e  see  one  example  out  of  many 
of  the  enormous  advantages  of  character.  If  tlie 
applicants  were  not  of  good  character,  the  banks 
would  never  have  granted  them  tliese  credits. 
They  would  never  have  created  tliis  pmperty  for 
them.  If  the  banks  themselves  w'cre  not  of  gi’eat 
solidity  and  character,  these  incorporeal  entities 
would  never  have  obtained  the  general  contidence 
of  the  peojile  so  as  to  pass  umjiiestioned  through- 
out the  whole  country,  as  equivalent  to  gold  and 
silver.  It  is  nothing  but  the  breath  of  contidence 
which  gives  them  tiiis  magic  power,  which 
vanishes  into  nothing  at  the  blight  of  distrust. 

14o.  The  real  difficulty  w'hich  impedes  a true 
comprehension  of  the  subject,  is  very  similar  to 


that  ‘whicli  long  obstructed  the  progress  and 
reception  of  the  New'toiiian  doctrine  of  gravity. 
It  liad  been  handed  down  a.s  a dogma  from  the 
du3*s  of  the  Greek  philosophers,  that  a body  could 
not  act  where  it  wa.s  not.  Instead  of  reflecting  on 
the  facts  with  unbiassed  minds,  the  opponents  of 
the  Newtonian  doctrines  contended  that  his  doc- 
trines vioi.ited  the  fundamental  dogma  that  a bofly 
could  not  act  where  it  was  not,  and  treated  them 
with  ridicule. 

146.  A very  much  more  specious  dogma  is, 
however,  at  the  root  of  the  common  inability 
among  un instructed  writers  to  gi'asp  the  true 
conception  of  Credit.  From  the  days  of  Anaxa- 
goras and  Epicurus,  it  has  been  handed  dowm 
from  age  to  age,  by  succeeding  generations  of 
pln'sicists  That  Nothing  can  come  out  of  Nothings 
and  That  Nothing  can  go  back  into  Nothing.  The 
fundamental  dogma  of  Lucretiu.^,  the  hierophant 
of  the  Atomic  Pliilosophy  is  that  Nothing  can 
come  out  of  Nothing,  i,  151,  &c. 

NCLLAM  t;EM  E NIHILO  GIOXI  DIVINITVS  UKQUAM. 

» » « » • 

Nil  igitur  fieri  de  Nilo  posse  fatendum  'st. 

Moreover,  that  Nothing  can  go  back  into 
Nothing,  i.  216 ; &c. 

Hue  accrdit,  uti  queeque  in  sua  Corjmra  rursum 

Dissolvat  Natura,  neque  ad  Nihilum  interimat  res. 

« • • » » 

NuJlius  exitium  patitur  Natura  videri. 

• • « • • 

Immortali  sunt  natura  praedita  certe; 

Hauil  igitur  possunt  ad  Kilum  quasque  reverti. 

« « • » • 

Haud  igimr  redit  ad  Nihilum  res  ulla,  sed  omnes 

Discidlo  redeunt  in  corpora  material. 

• « * « • 

Haud  igitur  penituspereunt  quaL'Cunque  vulentur; 

Quaiulo  alia  ex  alio  reficit  Natura  nec  ullam 

Rem  gigni  patitur,  nisi  morte  adjutam  alieiia. 

And  this  is  the  constant  refrain  of  the  Lucre- 
tian  philosophy,  That  nothing  can  be  produced 
from  nothing,  and  that  nothing  can  go  back  into 
nothing,  i,  266. 

Nunc  agt',  re.s  quoniam  docui  non  posse  creari 

De  Nilul  ►,  ueque  item  genitas  ad  Nil  revocari. 

• • » « * 

At  quoniam  snpera  docui  Nn.  posse  creari 

De  NjhiI->,  ncqne  quod  genitu  'st  ad  Nil  revocari, 

Esse  immortali  Rrimordia  corpore  debent.” 

And  this  is  the  identical  doctrine  which  pltysicists 
maintain  to  the  present  day.  Chemists  delight  to 
expatiate  to  their  audience  cm  the  indestructibility 
of  all  thin^^s.  How  seeming  destruction  is  merely 
the  dissolution  of  atoms  under  their  present  com- 
binations, to  reappear  in  new'  forms  and  new 
coinbinatiniis  in  perpetual  succession. 

147.  But  Political  Economy  confounds  the  best 
settled  doctrines  of  the  sages  of  eld.  It  is  true 
that  many  Economists  have  declared  that  man 
can  call  nothing  into  existence,  that  all  wealth 
comes  from  tlie  earth.  That  w-ealth  is  but  the 
particles  of  matter,  and  that  all  that  man  can  do 
is  to  rc-ari  ange  them,  and  either  place  them  in  a 
new  position,  and  let  nature  do  tlie  rest.  But 
their  own  doctrine.s,  their  own  books,  their  own 
definitions,  confound  all  such  notions.  And 
lawyers  know  better  than  that.  Economists, 
w ith  scarcely  an  exception,  are  agreed  that  what- 
ever can  be  exchanged,  whatever  can  be  bought 
and  sold,  is  wealtli ; that  everything  by  which 
profit  can  be  made  is  Capital.  Tiventy-two  ceu- 
turies  ago  Socrates  expressly  declared  that  know- 
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i.EDGK  w'as  WEALTH.  Aristotlo  laid  down  as  a 
definition  that  everything  wdiose  value  could  be 
measured  in  money  w'as  wealth.  Adam  Smith 
expressly  enumerates  the  “ac<iuirod  and  useful 
abilities'’  of  the  people  as  part  of  the  Wealth  of  a , 
country.  He  also  classes  paper  money — whicli  is  | 
— as  valuable  property,  ami  therefore 
Wealth,  making  exchangeability  the  test  of 
Wealth.  J.  B.  Say  has  done  the  same.  So  <iocs 
Mr  Senior.  He  says Health,  strength,  and 
knowledge,  and  the  other  natural  and  acquired 
powers  of  bo<ly  and  Mind,  appear  to  us  to  be 
articles  of  ^^'E\LTU.  * # * • In  the  greater 

part  of  tlie  w'orld  a man  is  as  purchasable  as  a 
liorse.  In  sucli  cuiintries  the  unly  difference  in 
value  between  a slave  and  a brute  consists  in  the 
degree  in  which  they  respectively  possess  the 
saleable  qualities  that  w'e  have  been  considering. 
k If  (he  question  whether  personal  qualities  are  arti- 

cles of  wealth  had  been  proposed  in  classical  times, 
if  would  htwc  appeared  too  clear  for  discussion. 
[We  have  sliuivn  under  .^Esciiine.s  Socraticus 
that  this  very  question  was  proposed  in  classical 
times,  and  jiersoual  qualities  were  decided  to  be 
I Wealth.]  Iu  Athens  every  one  would  have 
^ replied  that  tliey  iu  fact  constituted  the  whole 
value  of  an  ip)Lv\oy  opyavor.  The  only  ditfer- 
eiices  in  this  respect  between  a freeman  and  a 
^lave  are,  first,  that  the  free  man  sells  himself  and 
only  for  a period,  and  to  a cerlahi  extent,  the 
slave  may  be  sold  by  others  and  absolutely  ; and, 
secondly,  tliat  the  per.soiial  qualities  of  the  slave 
are  a portion  of  the  wealth  of  his  master;  those 
of  the  freeman,  so  far  a.s  they  can  be  made  sub- 
jects of  exchange,  are  a part  of  his  own  wealth. 
They  ])erish,  indeed,  by  his  death,  and  may  be 
impaired,  or  de.stroyed  by  disease,  or  rendered 
valueless  by  any  changes  in  the  eiistoms  of  the 

Vcinintry,  wliich  shall  de.stroy  the  ilemand  for  his 
services  ; hut  subject  to  these  they  are 

wealth,  and  wealth  of  the.  most  valufible  hind.  The 
amount  of  revenue  derived  from  their  exercise  iu 
England  far  exceeds  the  rental  of  all  the  lauds  iu 
Great  Britain.” 

148.  Again,  at  p.  145,  ^Ir.  Senior  says — “ Even 
in  our  ])rcsent  state  of  civilization,  M hich,  high  as 
it  appears  by  comjiarison,  is  far  short  of  what 
might  easily  be  conceived,  or  even  of  what  mav 
confidently  be  cx})ected,  the  Intellectual  ami 
Moral  Capital  of  Great  Britain  far  exceeds  all 
her  Material  Capital,  not  only  in  importance, 
but  even  iu  productiveness.  The  families  that 
^ rtM!eive  mere  wages  probably  do  n*'t  fonn  a fourth 

I of  the  community  ; and  the  comparatively  large 

V amount  of  tlie  M'ages  even  of  these,  is  jtrincipally 

j owing  to  the  capital  ami  skill  with  which  their 

“ efforts  are  assl-itcd  ami  dii*ected  by  the  more  edu- 

cated members  of  the  society.  Those  wlio 
f receive  mere  rent,  even  using  that  word  in  its 

^ largest  sense,  are  still  fewer  ; and  the  amount  of 

rent,  like  that  of  w'ages,  principally  depemls  on 
the  knowledge  by  which  the  gifts  of  nature  are 
directed  and  employed.  The  bulk  of  the  national 
revenue  is  profit,  and  of  that  profit,  the  portion 
which  is  mere  interest  on  material  capital  proba- 
bly docs  not  amount  to  one  third.  The  rest  is  the 
result  of  Bebsonal  Capital,  or  iu  other  words 
of  education. 

“It  is  not  in  the  accidents  of  soil,  or  climate, 
or  on  the  existing  accumulation  of  the  material 

part  vri.  VOL.  I, 
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instruments  of  production,  but  on  the  quantity 
and  the  difi’iision  of  this  Immaterial  Capital, 
that  the  Wealth  of  a country  elcpends.  The 
climate,  the  soil,  and  the  situation  of  Ireland 
have  been  described  as  superior,  and  certainly 
are  not  much  inferior,  to  our  own.  Her  poverty 
has  been  attributed  to  the  want  of  material 
capital;  but  were  Ireland  now  to  exchange  her 
native  population  for  seven  millions  of  our 
English  North  Countrymen,  tliey  would  quickly 
create  the  Capital  that  is  wanted.  Ami  were 
England,  north  of  Trent,  to  be  peopleil  cxclu- 
sivch’  by  a million  of  families  from  the  west  of 
Ireland,  Lancasliire  and  Yorkshire  would  still 
' more  rapidly  resemble  Connaught.  Ireland  is 
physically  poor,  because  slie  is  morally  aud  iiitel- 
lectuaUy  poor.  And  while  she  continues  unedu- 
cated, while  the  iguoraucc  ami  violence  of  her 
poi)uIation  render  persons  and  property  insecure, 
and  prevent  the  accumulation  aud  prohibit  the 
introduction  of  capital,  legislative  measures,  in- 
tended solely  and  directly  to  relieve  her  poverty, 
may  not  indeed  be  ineftectual,  for  they  may  aggra- 
vate the  disea.^e,  the  symptom.s  of  which  they  were 
meant  to  palliate,  but  undoubtedly  will  be  pro- 
ductive of  no  permanent  benefit.  Knowledge 
has  been  called  power — it  is  far  more  certainly 
Wealth.  Asia  Minor,  Syria,  Egypt,  and  tlie 
Northern  Coast  of  Africa,  were  once  among  tlio 
richest,  and  are  now  among  the  most  miserable 
Countries  iu  the  world,  simply  becau.se  they  have 
fallen  iuto  the  hands  of  a people  without  a suf- 
ficiency of  the  immaterial  sources  of  wealth  to 
keep  up  the  material  ones.” 

149.  Knowledge,  therefore,  by  the  very  gene- 
rality of  the  definition,  ami  tlie  coirseut  of  nearly 
every  Ecouomist  of  note — is  Wealth.  And 
>vhere  does  Knowledge  come  from?  Ami  what 
Is  it  formed  out  of?  Does  it  come  fnnu  the 
earth  ? and  is  it  formed  out  of  the  materials  of 
the  globe?  We  sliould  faucy  that  few  would 
maintain  that.  All  that  we  know  is  that  Know- 
ledge originates  in  the  mind.  Knowledge  is 
formed  in  the  mind,  but  is  it  formed  out  o/  the 
materials  of  the  mind  ? Aud  if  so,  what  is  tlie 
composition  of  the  mind  ? Does  it  come  from 
the  earth  ? Are  we  to  liave  an  Atomic  theory  of 
Knowledge,  or  of  the  Mind?  Will  some  meta- 
physical Dalton  tell  u.s  that  kiioAvledgo,  or  the 
human  mind,  is  composed  of  indestructible  pri- 
mordial Atoms  ? 

IloWei  7ft  C£trd,  Eouree  cir- 
O^ilOTTOV  iCLVOTCpOV  TTiXct 

But  this  same  kuowle  Igc  — lT7ie/*ce  coineth  it? 
Whai  i.s  it  ? — Whither  gttetii  it  ? 

We  know  not— Do  our  readers? 

Natheless  it  is  Wealth  ; ami  therefore  it  is 
within  the  domain  of  the  Economist.  It  may  be 
bought  aud  sold ; it  may  be  valued  ; it  may  be 
aceumiilated  ; it  may  be  handed  down  from  age 
to  age,  like  any  material  product  whatever.  The 
acquisition  of  knowleilge  is  the  acqui.sition  of 
AVealth  ; aud  the  loss  of  knowledge  is  the  destruc- 
tiou  of  Wealth.  And  is  the  loss  or  destruction  of 
knowledge  the  dissolution  of  iiidestriiciiblc  pri- 
mm'dial  atoms  ? Here,  then,  are  vast  masses  of 
AVcalth,  and  the  question  is  where  it  conies  from, 
and  what  is  it  composed  of?  And  there  are  but 
two  solutions  of  the  question.  Either  knowledge 
is  composed  of  iudestructible  atoms,  or  it  is  uot. 

LL 
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If  it  be  so,  llieii  of  course  tlic  formation  of  knoAv- 
led?e  is  not  the  Creation  of  A\'eaUIi  out  of 
Notiiin;^.  But  unless  Ave  are  iircpared  to  admit 
tliat — and  who  is ?~ the  formation  of  knowledge 
must  be  creation  of  Wealth  out  of  Xotliing. 
Ami  the  loss  or  destruction  of  KnoAvledgo  must  be 
tlie  Decrention,  or  the  return,  of  AVealtU  into 
Kothing! 

150.  As  one  example  of  this  out  of  thousands, 
Ave  may  take  a case  that  was  not  very  long  ago 
before  the  Scotch  Courts.  In  the  beginning  of  the 
17th  century,  a man  named  Anderstui  discovered 
a AA'ay  of  making  pills,  Avhich  soon  became  very 
popular.  The  secret  of  making  these  pills  has 
been  handed  doAS'ii  from  generation  to  generation, 
and  has  been  a constant  source  of  Wealth  to  the 
owner  of  it.  Very  recently,  tiie  possessor  of  it 
became  bankrupt,  and  his  creditors  claimed  the 
right  of  having  it  given  up  to  them,  as  j)art  of  the 
bankrupt’s  property.  The  pills  have  been  ana- 
lysed in  vain  by  chemists,  and  the  secret  of  their 
composition  has  never  been  able  to  be  discoA'cred. 
J7oav,  here  is  a manifest  case  of  a trade  secret, 
knowledge,  being  Wealth, — and  Avhere  did  this 
AVcaltli  come  from  ? and  Avhat  is  it  composed  off 
Did  it  come  from  tlic  earth  ? and  is  it  composed  of 
the  materials  of  tlie  globe?  Ami  yet  it  has  hceu 
handed  doAvn  as  an  heirloom  from  age  to  agT. 
Suppose  the  present  possesstu*  of  the  secret  dies 
without  divulging  it,  there  is  a manifest  loss  of 
Wealth.  And  Avhat  Avouhl  become  of  it  in  such 
a case?  And  thi.s  is  clearly  only  a particular 
example  out  of  countless  others. 

151.  Here,  therefore,  Ave  ha\‘e  enormous  masses 
of  Avhat  every  Economist,  Avith  scarcely  an  ex- 
ception, admits  to  be  Aveahh,  Avhicli  shakes  the 
doctrines  of  the  Physical  Philosophers.  But  also, 
the  doctrines  of  many  Economists  are  equally 
overthrown,  because  they  say  that  all  Avealt'li 
comes  from  the  earth.  But  hero  we  have  great 
masses  of  Avealth  Avhioh  do  not  come  from  tlie 
earth.  Hence  il  is  manifest  that  there  is  another 
source  of  AA-ealth  bcsule.s  the  Earth,  naimdy,  the 
Human  Mind. 

152.  But  even  this  does  not  exhaust  tlie  list  of 
Economic  Quantities,  though  Economists  have 
scarcely  noticed  any  other.  Wlieii  Ave  adopt  tlie 
delinitiou  of  Wealth  as  everything  that  can  ho 
exchanged,  or  Avhose  value  may  he  measured; 
we  very  soon  find  that  there  is  yet  another  s])ecies 
of  exchangeable  quantities,  Avhich  do  not  originate 
in  the  earth,  nor  yet  in  liic  mind.  And  here 
again  we  may  ohserA'e  that  Lucretius  is  at  fiiult. 
For  he  says  that  there  is  nothing,  besides  the  A'oid, 
Avhich  is  separated  from  something  corporeal. 
1.  4-20. 

Omnis,  ut  est,  igitur,  per  se,  Natnra,  duabua 

Consistit  rebus:  nam  Corpora  sunt,  et  Inane, 

« « » * « 

Prjeterea  nihil  cst,  quod  possis  dicerc  ab  omni 

Corpora  sejuiictum,  secretumque  es.se  ab  Inani. 

« « » » « 

Et  facere  et  fungi  sine  Corpoue  nulla  iiotest  res. 

« » * * * 

Ergo  pnrter  Inane  et  CoiiroUA,  tertia  jier  se 

Nulla  potest  reruiu  in  numero  imtura  reliuqui. 

From  these  lines  it  is  clear  that  Lucretius  did  not 
live  in  the  days  of  Public  Debts,  Bills  of  Ex- 
change ami  Bank  NtUe.s,  Bank  Shares,  Copyrights 
and  other  incorporeal  property,  or  he  Avouid  have 
modified  this  ]»art  of  his  Pliihisopliy. 

15*1.  Modern  ingenuity  has  reduced  whnt 


Lucretius  declared  an  impossibility  into  reality. 
There  are  enormous  masses  of  excliangeable 
incorpi.>re.il  property,  for  which  there  are  express 
shojis  for  creating,  and  there  are  special  markets 
for  tralluking  in,  namely,  the  Royal  Exchange, 
and  the  Stock  Excinmge. 

154.  Mr.  Mill,  Ave  liave  seen,  defines  Wealth 
to  be  anything  Avhich  has  poAver  of  purchasing, 
ami  he  says  that  productive  labour  is  labour 
Avhich  is  iiroducti\e  of  wealth.  Hence  manifestly 
labour  which  produces  anything  wdiich  is  ex- 
chaugeabio  is  producing  Wealth.  In  Book  iii., 
ch.  xii.,  $ 5,  lie  gives  a table  shoAving  that  the 
Bills  LTialed  in  a single  year  amounted  to 
£5-28,493,842,  ami  these,  after  all,  AA'ere  but  a 
fractional  ])art  of  the  total  quantity  of  credit. 
In  B.  Ill  , c.  XX.,  § 2,  he  expressly  calls  Bank 
Notes  “ Productive  Capital,”  and  Smith  enume- 
rates paper  credit  cumulatively  to  gold  and  silA'cr 
money. 

155.  Now  we  observe  that  eA'cry  one  alloAvs 
Bank  Notes,  Bills  of  P^xchange,  &c.,  to  be  sepa- 
rate iml  'peudent  exchangeable  jiroperty,  and 
therefore  ex  vi  termini — Wealth.  Ami  Avliat  are 
they  ? Simply  Credit — Debts.  Noav  Avhere  do 
the.se  Debts  come  from?  Do  they  come  from 
tlie  matei  ials  of  the  globe  ? Are  they,  too,  formed 
of  imlestructible  lu'iinordiul  atoms?  When  a 
debt  is  extinguished  is  it  a mere  dissolution  of 
certain  nuiteriai  particles  to  reappear  under  an- 
other form  ? Are  they  catii  the  products  of 
Labour  and  the  human  mind  ? 

Hoav  a Debt  created  ? By  the  mutual  con- 
.sent  of  two  minds.  By  the  mere  Fiat  of  the 
Human  IVill.  And  how  is  a<lcbt  extinguished? 
By  the  mere  P'iat  of  the  Human  AVill.  No^vwe 
again  ask  — Ave  need  scarcely  repeat  that  a debt  is 
property — Wlience  does  it  come?  When  two 
persons  Inu'e  Wileed  to  create  a debt — whence 
does  it  come?  From  the  materials  of  the  globe? 
Does  it  roine  even  from  the  mind?  No!  it  is 
notliing  but  a valuable  product,  created  out  of 
Absolute  Nothing,  by  the  mere  PMat  of  the  human 
Will.  Ami  Avhen  it  is  extinguished,  it  is  a 
A'aluahle  product  Decreated  into  Nothing  by 
the  mere  Fiat  of  the  Human  AVill. 

15b.  But  besides  debts,  there  is  an  enormous 
mass  of  valuable  property  of  a similar  nature 
created  by  the  mere  Avill  of  the  Legislature,  such 
as  Copyrights.  It  is  true  that  the  Legislature 
cannot  make  a Copyright  a A'aluahle  thing;  but 
it  can  prevent  it  from  being  destroyed.  Now  aa-c 
ask — An  not  the  Copyrights  held  b>'  a publislier 
part  of  Ids  fixed  Capital?  Part  of  Ids  Wealth? 
Just  as  much  as  so  much  land?  Whence  come 
they  ? I’rom  the  materials  of  the  Globe  ? or 
CA-eii  from  the  Human  Mind?  It  is  quite  clear 
that  Copyriglits  are  the  pure  creation  of  the  AVill 
of  the  Legislature. 

SuppoM*  that  the  Legislature  were  to  abolish 
Copyrights,  would  not  that  be  an  actual  annihi~ 
lation  of  Wealth,  and  not  merely  the  Dissolution 
of  material  atoms  ? 

157.  B'hat  again  arc  the  Funds?  Nothing 
hut  A'ahuible  Rights  created  by  the  Will  of  the 
Legislature.  Suppose  Parliament  Avere  to  abolish 
the  Funds.  Would  nut  tliat  be  the  annihila- 
iioii  of  a vast  amount  of  jiroperty  ? 

Precise  ly  tlie  .same  considerations  apjily  to  A-ast 
amounts  of  jiroperty  of  a similar  nature.  Such 
as  policies  of  insurance,  leases,  and  annuities  of 
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all  sorts.  They  are  all  property  created  by  the 
mere  Fiat  of  llie  Human  Will.  And  avIio  can 
form  the  most  distant  conception  of  the  value  of 
all  the  Incor|)oi*eal  property  of  this  nature  in 
Great  Britain?  In  the  species  of  private  credit 
alone,  Avhich  is  the  suliject  of  this  article,  it  is 
probably  not  far  short  of  the  value  of  the  laud 
of  the  country. 

158.  AV^e  may  remark  that  Plutarch,  long 
ago,  saw  that  the  business  of  Banking  oA'crturned 
the  doctrines  of  the  Physical  Philosophers;  for 
after  describing  the  method  of  Discount,  Avliich 
was  jiractised  by  the  Athenian  bankers  (Dis- 
count) he  says,  — tlra  twv  ^wmKwr  C//tou 
Karaye\ih(Tif  Keyoyruir  ftrjety  it:  rod  fit)  orroc 
yeriffOaif 

“ Then,  forsooth,  they  m;iv  lamrh  to  scorn  the  doc- 
trines of  the  Physical  {iliilusophers  who  say  that 
nothing  can  curae  out  of  nothing.’' 

159.  MoreoA'cr,  this  property,  thus  created  by 
the  Avills  of  two  persons,  is  of  so  .stubborn  a na- 
ture, that  it  cannot  in  genera!  be  decreated, 
except  by  the  same  jiower  that  called  it  into 
existence.  AV'e  have  seen  some  of  its  beneficial 
effects  ; but,  on  the  other  hand,  Avlien  misused,  its 
power  is  so  terrible,  like  that  of  some  v'olcanic 
agent,  that  it  has  blown  .societies  to  pieces.  Too 
much  of  it  is  very  frequently  created  in  com- 
merce, and  it  is  necessary  lor  public  iioliey  that 
some  of  it  should  .sometimes  be  tiestroyed.  In 
order  to  do  this,  there  are  Courts  of  Law  insti- 
tuted Avliose  express  purpose  is  to  decreato  this 
species  of  property.  These  are  llie  Courts  of 
Bankruptcy.  Their  especial  purpose  is  to  anni- 
hilate this  species  of  itrojicrty. 

Hence  Ave  have  shops  for  the  expre.^s  jturpose 
of  creating  this  specic.s  of  property,  Avhich  are 
Banks.  We  have  a public  market  for  the 
express  purpose  of  dealing  in  it,  Avhich  is  the 
Royal  Exchange  ; and  Ave  have  Courts  of  Law 
for  the  expre.ss  purpose  of  destroying  it,  when  it 
cannot  be  done  by'  the  parties  themselves,  and 
these  are  the  Courts  of  Bankruptcy. 

IdO.  Hence  Ave  see  that  taking  the  Definition 
ofAAbailtli  in  its  Avidest  generality,  as  even/thing 
Avhose  value  may'  be  measured,  tiiere  are  Econo- 
mic Quantities  of  three  distinct  species.  1st,  The 
products  of  the  Earth,  comprising  all  material 
substances ; 2mlly',  The  jiroducts  of  the  Mind, 
comprising  all  knowledge  of  dilferent  kinds;  and 
prdly,  The  products  of  the  AVill,  comprising  all 
incorporeal  property,  such  as  credit,  the  lumls, 
and  ail  aiiiiiiities  of  every'  description.  In  each 
of  these  there  may  be  Property.  And  all  of  tliese 
various  species  of  IVoducts  may  be,  and  are,  daily 
exchanged  for  one  another,  or  amongst  themselves, 
and  therefore  manifestly'  they  must  all  be  included 
in  the  Science  of  Exchanges. 

AVe  thu.s  see  that  instead  of  tliere  being  only' 
one  source  of  AVealth,  as  so  many  EcoiuuuL'^ts 
hav’c  said,  that  there  are,  in  fact,  three  sources  in 
which  AA'^ealth  originates,  the  PLartu— the  Human 
Mind— and  the  Huaian  AVill. 

None  of  these  products,  hoAvever,  are  abso- 
lutely AVealtk  in  themselves.  But  men  wanting 
and  desiring  to  have  them,  and  being  willing  to 
give  Something  in  exchange  for  them,  gi\-e  them 
Value,  and  constitute  them  Wealtli. 

1(51.  Suppose,  then,  we  make  £ the  general 
symbol  for  an  Economic  Quantity' — that  is  to  say 


anything  AvhatcA'er  Avhose  value  may  bemea-sured, 
and  representing  tliese  various  species  of  Quan- 
tities imlifierentlv  under  the  general  symbol,  avc 
may  say'  that  tliere  are  in  any  country',  qiiantUic.s 
of  thi.s  soi*t : — 

£.*;28.497,r>20 
£I27,U.AI5,2:58 
£S07.r.47.281 
£24..'.72.07i 
&c.  &c.  &c. 

&C.  &c. 

Then  we  aftirm  by  virtue  of  the  principle  of  the 
Continuity'  of  Science,  and  by  the  gi'cat  Alge- 
braical doctrine  of  the  P€r7/ntnenc€  of  Etpiimleiit 
Forms,  that  Avhatever  can  be  proved  to  be  true 
I Economically  of  any  one  of  this  .series  ol’t^nantitics 
I must  be  true  of  them  all.  Morem  er,  that  the  fun- 
damental conceptions  of  Economic  Science  must  be 
of  such  a wide  and  general  nature  that  they  must 
gra.^j)  all  tliese  Quantities,  of  Aviiatsoowr  nature 
they  may'  be.  Moreover,  tliat  all  the  fundamental 
axioms  of  the  Science  must  be  of  tliat  Avido  and 
general  nature  so  as  to  grasp  all  tlie  phenomena 
under  one  general  expression. 

1(5-2.  As  an  example  of  the  doctrine  stated  in 
tlie  preceding  ]iaragi’aph,  Ave  may'  give  this.  No 
one  looking  at  the  scric.s  of  Economic  (iuanlities 
]daced  above,  could  tell  of  Avhat  species  they'  Avere. 
Some  may  be  laud,  some  corn,  some  minerals, 
some  ships,  some  money,  some  debt.s,  some  com- 
mercial share.s,  or  copyrights,  &c.  NoAVAvliat  we 
say  is  this,  that  there  can  be  but  One  cause  of 
Value  for  them  all.  This  at  once  annihilates  the 
false  distinctions  betAveen  the  causes  of  the  A'aluo 
of  dlftcrcut  species,  Avhich  have  been  made  by 
Economists.  AA'e  see  at  once  that  Demand  is  the 
sole  cause  of  Value  of  all  Economic  Quantities 
(Value.) 

163.  A banker's  a.ssets  are  composed  partly  of 
money',  and  partly  of  otlier  securities  of  dillercut 
kinds,  such  as  debts.  Hi.s  liabilities,  or  Deposits, 
are  excliisiA’ely  Debts.  Now,  if  Ave  placed  before 
our  readers  a banker’s  deposits  and  assets,  thus — 

£10,000  I £10,000 
Avho  could  tell  Avhich  Avere  the  de[(Osits  and  Avhich 
were  the  a-^sets  ? And  of  the  assets,  Avho  could 
tell  Avhat  i>art  was  money,  and  what  part  debts  ? 
A\T»  see  that  the  debts  Avhich  arc  his  assets,  as  Aveil 
as  his  deposits,  are  entered  under  exactly  the 
same  general  symbol,  £.  It  foIloAA's,  therefore, 
that  they'  are  all  equally  Economic  Quantities, 
and  must  be  subject  to  the  same  general  Uiaa's. 

AA’’e  tlius  see  that  there  are  Economic  Quanti- 
ties of  very'  difierent  species,  and  a knowledge  of 
Law  and  Commerce  is  absolutely  indispensable 
in  order  to  enable  us  to  discern  Avluit  Economic 
Quantities  are.  And  tlieii,  b\'  the  A*ery  nature  of 
Natural  Philosophy,  the  fundamental  concep- 
tions must  grasp  all  these  Quantities  of  diverse 
forms  and  natures. 

164.  Having  thus  obtained  these  independent 
Economic  Quantities,  the  purpose  of  the  science 
is  to  discoA'er  the  laws  Avhich  regulate  the  varia- 
tions of  their  Exchangeable  Relations.  And  Ave 
say  that  they  must  be  governed  by  the  grand 
general  Theory'  of  A'ariable  Quantities  in  general. 
For  if  not,  the  Avlmle  of  Alathematical  Science  is 
shaken  to  its  foiimlations. 

ICo.  It  may  be  a.s  well,  perhajis,  to  explain 
our  argument  at  M>ineAvhat  greater  length  to  our 
readers.  Mathematical  Science  has  under  its 
dominion— 1st.  Tlie  Theory  of  pure  number ; 
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2ih11v.  The  Theory  of  DepiTideiit  Quantities ; l 
.‘?nlly.  The  Tiieoiy  of  Imlei)(MuIeiit  Quantities.  I 
The  Theory  of  pure  number  is  named  Arith- 
metic. Xou'  the  very  basis  of  all  Mathematical 
certainty  is  this,  that  the  coiiiblnatious  of  numbers 
shall  be  true  under  all  circumstances,  and  when  , 
applied  to  all  cases.  Thus  we  say  that  in  ab- 
stract numbers  3X3=9.  And  this  must  be  true 
in  all  cases  whatever.  If  we  could  imagine  some 
branch  of  science  in  which  3X3  = 11,  tlie  sciem  e 
of  Aritlimelic  would  be  sliaken  to  its  foundations. 

The  very  same  roasoiiing  is  applicable  to  the 
general  theory  of  dependent  (Quantities.  Like  i 
as  in  the  case  of  ]uire  number,  there  is  a grand 
general  Theory  of  Dependent  (Quantities,  which  , 
mnst  be  applicable  to  all  cases,  and  to  all  parti-  ' 
cular  sciences  whatever.  And  this  is  the  reason  | 
why  the  various  ]thvsical  sciences,  so  widely  dif- 
ferent in  their  nature,  are  all  brought  within  the 
grasp  of  the  Differential  Calcidns.  What  can  be 
more  diverse  in  their  natures  than  Astronomy, 
Optics,  Sound,  The  Tides,  Electricity,  &c.,  &c.  ? 
And  )’ct  they  are  all  brought  within  the  gi‘as]i  i 
of  Differential  Equations,  because  they  arc  only  ! 
so  many  particular  cases  of  Dependent  Quan- 
tities. 

If,  then,  we  find  a new  order  of  Varialile,  or 
Dependent,  Quantities,  we  are  able  to  atfirm  that 
they  must  be  subject  to  the  grand  genera!  Theory 
of  Variabh'  (Quantities  in  general.  For  if  they  were 
not,  it  would  shake  tlie  whole  of  mathematical 
reasoning  in  its  fomulations,  just  in  tlie  same  way 
as  if  we  Could  imagine  a science  Avhich  broke 
loose  from  the  general  laws  of  number. 

Now,  in  Political  Economy  we  have  to  deal 
partly  with  a luw  onler  of  Quantities  altogether, 
and  partly  with  a new’  relation,  <tr  (piality,  of  i 
Quantities,  witli  which  we  are  already  familiar. 
The  new  (Quantities  are,  of  course,  knowledge,  &.C., 
and  Incorporeal  Property,  and  the  new  quality  is 
exchangeability. 

Nevertheless,  the  object  of  the  Science  being 
to  discover  the  Laws  which  regulate  the  Variable 
Exchangeable  Relations  of  these  (Quantities,  we 
say  that  they  must  be  only  a particular  case  of 
Variable  Qnantiiies  in  general.  And  therefore 
they  must  be  subject  to  the  same  general  laws  as 
govern  the  variable  relations  of  Physical  Quan- 
tities. 

Now’  the  fundamental  principle  of  all  Physical 
Inductive  Science  is  that  there  is  only  one  gene- 
ralTheory,  which  accounts  for  all  the  phenomena. 
There  is  no  Physical  Science  wliatcver,  which  ' 
any  one  ever  thought  could  by  any  j»ossi- 
bility  be  based  on  a multitude  of  conflicting  j 
fundamental  theories. 

Now  it  is  against  this  fundamental  principle  of 
Natural  Pliilo.sophy,  that  the  whole  of  the 
Ricardian  School  of  Political  Economy  sins.  For 
that  school  enumerates  a number  of  dLstinct  i 
classes  of  cases  of  Value,  and  it  lays  down  a ! 
distinct  fundamental  Theor}'  of  Value  for  eacli.  j 
Now  this  is  manifestry  to  shake  all  mathematical 
reasoning  to  its  foundations,  for  it  is  as  much  as 
to  say  that  here  is  a .Science  of  Variable  Quan- 
tities, which  is  not  subject  to  the  general  Mathe- 
matical Theory  of  Variable  Quantities, 

This  then  is  the  ground  of  our  condemnation  of 
the  Ricardian  System  of  Economics.  How  very 
differently  Condillac  treated  the  subject  wc  have 
shown.  (CoNDlEL.W.) 


1G6.  V'c  earnestly  liope  that  our  readers  do 
not  think  w'c  are  indulging  in  mere  metaphysical 
logomachy.  Very  far  from  it.  The  considerations 
we  have  presented  are  indispensably  necessary  to 
examine  t lie  fundamental  nature  of  tlic  enormously 
greater  proportion  of  existing  property.  The 
ideas  we  have  presented  may  be  new  to  some 
readers,  but  they  are  simply  indisputable  princi- 
ples of  Law  and  Commerce.  They  are  absolutely 
indispen?able  to  understand  the  great  subjects  of 
Credit  and  Currency,  which  have  produced  such 
treiuemUais  effects  on  the  well  being  of  nations. 

167.  V'e  may  observe  that  the  whole  system 
of  Cash  Credits,  which  we  have  been  describing, 
show’s,  among  many  other  things,  the  utter  fallacy 
of  wliat  called  tlie  Currency  Principi.e,  which 
asserts  that  no  good  can  be  done  by  increasing  the 
quantity  of  money  in  a country,  as  well  as  that 
the  issues  of  banks  should  be  absolutely  restricted 
to  the  quantity  of  money  there  w’ould  be,  if  they 
did  not  exist.  We  have  seen  that  the  whole  of 
the  magnificent  works  which  w'ere  carried  on  by 
means  of  Credit  created  an  excess  of  the  money 
actually,  and  which  displaced  no  money  whatever. 
The  very  same  phenomenon  was  exhibited  in 
England  during  the  same  period.  It  w’as  soon 
after  1770  (Banking  in  Enqeand,  § 106)  that 
the  prodigious  development  of  her  industrial 
energies  began,  and  to  carry  out  these  gigantic 
w'orks  multitudes  of  country  Banks  started  up 
on  all  sides,  and  filled  the  country  with  their 
rotten  notes.  Bad  as  this  currency,  Iiowever, 
was,  it  was  by  means  of  it  that  these  great  works 
w'ero  done,  and  they  could  never  have  been  done 
without  it.  It  w’as  the  fatal  monopoly  of  the 
Bank  of  England  which  prevented  powerful 
Banks  b(  ing  formed,  and  permitted  these  mush- 
room sliopkeepers  to  start  up  and  turn  Bankers. 

On  Open  Credits, 

1C8.  AVe  have  seen  that  Cash  Credits  are 
always  created  to  forward  a future  operation,  and 
are  never  founded  on  a past  one.  There  is  always, 
Iiowever,  collateral  security  taken,  so  as  to  protect 
the  Bank  against  loss.  In  the  keen  spirit  of  com- 
petition, however,  a hazardous  system  has  sprung 
up  of  gi  anting  these  credits  without  collateral 
security.  This  system  is  a good  deal  practised 
abroad,  we  believe,  and  is  called  CrMit  d Decon- 
vert,  and  in  this  country  Open  Credits.  It  is 
manifestly  far  more  hazardous  than  Cash  Credits, 
or  comnrm  discounting,  because  there  are  always 
tw’o  names  at  least  in  sncli  cases.  AVe  believe 
that  the  Joint  Stock  Banks,  which  failed  a few 
years  ago,  indulged  to  a great  extent  in  this  dan- 
gerous system. 

On  Accommodation  Bills, 

169.  A\^e  now  come  to  a species  of  Credit, 
which  w’i II  demand  great  attention,  because  it  is 
the  curse  and  the  iilague  spot  of  (Joinmerce,  and 
it  has  been  the  great  cause  of  those  frightful 
commercial  crises,  which  seem  periodically  to 
recur,  and  yet  though  there  can  be  no  doubt  that 
it  is  in  many  cases  essentially  fraudulent,  yet  it 
is  of  so  subtle  a nature  as  to  defy  all  pow’ers  of 
Legislation  to  cope  with  it— at  least  according  to 
the  still  uiireversed  doctrines  of  AVestmiiister 
Hall. 

170.  A\'e  have  sIioavii  by  the  exposition  of  the 
.system  of  Cash  Credits,  that  there  is  nothing 
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essentially  dangerous  or  fraudulent  in  a Credit 
being  created  for  the  jmrpose  of  i>romoting  future 
operations.  On  t lie  contrary,  such  Credits  have 
been  one  of  the  most  pow'erful  weapons  ever 
devised  by  the  ingenuity  of  man  to  promote  the 
prosperity  of  the  country.  A certain  species  of 
this  Credit,  however,  having  been  grossly  mis- 
used for  frandnlent  purposes,  and  liaving  produced 
’ great  calamities,  w’c  mnst  now  examine  wherein 
tiio  danger  and  the  fraud  of  this  imrtieular  form 
of  Credit  Be. 

171.  AVlieii  a Bill  of  Excliangc  is  given  in 
exchange  for  goods  actually  purchased  at  the 
time,  it  is  called  a Real  Bill,  and  it  is  snpiioscd 
bv  nnmv  w'riters,  and  even  by  many  conniicrcial 
men,  that  there  is  something  es.sentially  safe  in  it, 
because,  as  the  goods  liave  been  receiwd  for  it, 
it  is  supposed  they  are  always  there  to  provide 

It  for  the  payment  of  it.  And  that  only  so  inneh 
Ci'edit  is  created,  as  there  are  goods  to  redeem  it. 
Tims,  in  the  article  CrfY/iV,  in  the  Kncyvlopwdia 
BnUinnica,  it  is  sai<l, — “Every  sum  of  (.redit, 
tlierefoi  e,  mnst  be  foniuled  on  a transfer  of  a cor- 
rospninling  sum  of  Capital,  and  the  whole  amount 
of  Credit  existing,  at  any  time,  can  never  exceed 
that  of  the  lent  Capital.’’ 

AVheu  w'e  see  such  gross,  dense,  ernssa  igno- 
rantia  in  a publication  of  the  character  and  |>re- 
teiisions  of  tlie  Bncyclopwdia  Britonnica,  W'liat 
are  we  to  expect  from  the  general  public? 

172.  Leaving  out  of  consideration  at  present 
the  cases  where  Credit  is  created  without  the 
transfer  of  any  Ca})ital  at  all,  it  is  manife.st, 
fnnn  the  description  of  tlie  system  of  Credit 
already  given,  that  it  is  utterly  erroneous  to  say 

• that  the  quantity  of  Credit  cannot  exceed  the 
quantity  of  Capital  lent.  A Bill  of  Exchange,  it 
it  is  true,  only  arises  out  of  a transfer  of  goods, 

i but  then  a fresh  bill  is  created  at  each  transfer. 

* In  the  ordinary  course  of  business,  there  will 
always  be  in  general  at  least  twice  the  amount 
of  Bills  to  what  there  are  g(»j«ls.  But  if  tweiitv 
transfers  toc*k  place,  twenty  bills  would  becreated. 
If  goods  to  the  amount  of  £100  were  transferred 
twenty  times,  supposing  eviuithat  the  ]>riceuf  the 
goods  did  not  change,  which  it  most  assuredly 
would,  tliiTo  would  be  Credit  created  to  the 
amount  of  £2,000  And  it  would  only  be  the 
last  holder  of  the  goods,  w'ho  wunild  have  them, 
and  be  enabled  to  devote  the  proceeds  to  the 
Jiayment  of  tlie  last  Bill  only.  The  remaining 
nineteen  Bills  must  manifestly  depend  upon  other 
sources  for  jiayment. 

173.  The  security,  therefore,  Avhich  is  snpjHi.'ied 
to  reside  in  Real  Rills,  on  account  of  their  being 
founded  on  the  transfer  of  goods,  is  sliewn  to  be 

f to  a great  extent  imaginary.  Let  ns  siqiposo, 
however,  that  A sees  that  a jwofitable  ojierutiou 
done.  The  Bank  will  luU,  as  traders  do, 
niake  him  an  advance  on  his  own  name  alone. 

\ It  must  have  at  least  two  names.  A therefore 
goes  to  B,  and  gets  him  to  join  him  as  security  to 
tile  Bank,  on  engaging  to  find  the  funds  to  meet 
the  bill  when  due.  A then  draws  a bill  on  B, 
who  accepts  it  to  accommodate  A,  as  it  is  called, 
and  such  a Bill  is  called  an  Accommodation 
Bill 

Tlie  Bill  thus  created  wdthont  any  considera-  | 
tion,  as  is  termed  in  legal  hniguage,  or  in  common 
hmguage,  without  any  transfer  of  goods,  may  be 
taken  to  a Banker  to  be  discounted,  like  any  other 
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Bill,  an  operation  may  be  performed,  and,  if  suc- 
cessful, tlie  bill  may  be  paid  with  the  proceeds. 

174.  Stated,  therefore,  in  this  way,  there  is  no- 
thing more  objectionable  in  such  an  Accommoda- 
tion Bill  than  in  anv  ordinarv  Real  Bill.  The 
security  is  just  the  same  in  one  case  as  in  the 
other.  In  the  one  case  goods  have  been  purchased, 
which  will  pay  the  bill,  in  the  other  case  goods 
are  to  he  purchased,  whose  proceeds  are  to  pay 
the  bill.  In  fact,  w'e  may  say  that  all  commercial 
credit  is  of  this  nature,  because  a credit  is  created 
to  purchase  the  goods  whose  proceeds  are  to  pay  it. 

17.5.  There  is  tlierefore  clearly  nothing  in  the 
nntnre  of  this  species  of  jiaper  worse  than  in  the 
other,  and  when  carefully  used,  nothing  more 
dangerous.  Cash  C’redits,  wliich  have  been  one 
of  tlie  safest  and  most  jirotitable  parts  of  Scotch 
Banking,  and  have  done  so  mneh  for  the  country, 
are  all  of  this  nature.  They  were  created  with- 

to 

out  any  anterior  ojieratioii,  for  the  exjiress  jmr- 
pose  of  stimulating  future  operations  out  of  which 
the  Credit  was  to  be  redeemed.  Tliere  is  there- 
fore not  anytiiing  more  criminal,  atrocious,  and 
vicious  in  the  one  system  rather  than  in  the 
other.  Or  if  there  be,  the  criminality  and  atro- 
city must  lie  in  the  diflereiice  between  have  been 
and  is  to  he. 

176.  Nevertheless,  as  it  is  indubitably  certain 
that  most  of  these  terrible  commercial  crises  which 
have  so  frequently  convulsed  the  nation,  have 
sjirung  out  of  tills  sjiccies  of  paper,  it  does  merit 
a very  considerable  jiortion  of  the  obloquy  and 
vitujieratioii  heajied  nj»ou  it.  It  is  thereiore  now 
our  duly  to  investigate  the  method  in  which  it  is 
applied,  and  to  point  out  wherein  its  true  danger 
lies. 

177.  The  security  supposed  to  reside  in  Ri'al 
Bills  as  sucli,  is,  as  we  liave  seen,  exaggerated. 
But  tliere  is  at  least  this  in  them,  that  as  they 
only  arise  out  of  the  real  transfers  of  projK-rty, 
their  iinuiber  must  be  limited  by  the  nature  of 
things.  Iiowever  bail  and  worthless  tliey  may 
be  individually,  they  cannot  be  multiplied  beyond 
a certain  extent.  There  is  therefore  a limit  to 
the  calamities  they  cause.  But  wc  shall  show 
that  with  Accommodation  Bills  the  limits  of  dis- 
aster are  immensely  and  imletiuitely  extended, 
frequently  involving  in  utter  ruin  all  who  arc 
brought  within  their  vortex. 

178.  AVe  shall  now  endeavour  to  explain  to  our 
readers  wherein  the  difference  between  real  and 
accommodation  jiapers  consists,  and  wherein  the 
true  danger  lies. 

Let  us  siqijiose  that  a manufacturer  or  whole- 
sale dealer  lias  sold  goods  to  ten  customers,  and 
received  ten  bund  fide  trade  bills  for  them.  He 
then  discounts  these  ten  bills  with  his  banker. 
The  ten  accejitors  to  the  bills  having  received 
value  fur  them,  they  are  the  jirincijial  debtors  to 
the  Bank,  and  are  bound  to  meet  them  at  matu- 
rity, under  tlie  jieiialty  of  commereial  ruin.  The 
Bank,  however,  has  not  only  their  names  on 
the  bills,  but  also  that  of  its  own  customer,  as 
security.  It  moreover  generally  keejts  a certain 
balance  of  its  customer  in  its  own  hands,  propor- 
tional to  the  amuiint  of  the  limit  of  discount 
allow’ed.  Now  even  under  the  best  circurastances, 
an  acceptor  may  fail  to  meet  his  bill.  The  Bank 
then  immediately  debits  its  customer’s  account 
with  the  amount  of  the  bill,  and  gives  it  him  back. 
If  there  should  not  be  enough,  the  customer  is 
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called  upon  to  pay  up  the  ditTeronce.  If  tiic 
worst  comes  to  the  worst,  and  its  customer  fails, 
the  Uauk  can  pursue  its  lc;ial  ronie*ly  against  the 
estates  of  both  the  parties  to  tiie  bill,  without  in 
any  way  atVectin<j  the  i>osition  of  the  remaiiiinjt 
nine  acce])tors,  who,  of  course,  are  still  bouud  to 
meet  their  own  bills.  Even  suppo>iup:,  however, 
it  is  only  the  acceptor  who  hiils  to  meet  his  lull, 
the  Bank  would  not  ]>rohably  take  a second  bill 
upon  him,  nor  would  a dealer  sell  his  goods  again 
to  him  after  giving  him  the  annoyance  of  having 
to  take  up  his  bill. 

179.  In  tlip  case  of  accommodation  paper,  there 
are  very  material  ditlerences.  To  tlie  eye  of  the 
banker  there  is  no  visible  did'erence  between  real 
and  accommodation  bills.  They  are.  nevertheless, 
very  diderent.  and  it  is  in  these  diflerences  that 
the  danger  consists. 

In  accommodation  paper,  the  person  for  wliosc 
accoinmotlatiou  the  drawing,  indorsing,  or  accept- 
ing is  done,  is  bound  to  provide  the  funds  to  meet 
the  bill,  or  to  indemnify  the  persini  who  gives  his 
name.  In  the  most  usual  form  ol‘  aecommoda- 
tioii  paper,  that  of  an  acceptance,  the  acceptor  is 
a mere  surety,  the  drawer  is  the  real  principal 
debtor. 

Xow  suppose,  as  before,  that  A gets  ten  of  his 
friends  to  accommodate  him  with  their  names, 
and  discounts  these  bills  at  his  bankers,  it  is  A’s 
duty  to  provide  funds  to  meet  every  one  of  these 
bills  at  maturity.  There  is  in  fact  only  one 
real  principal  debtor,  and  ten  sureties.  Now, 
these  ten  accommodation  acceptors  are  proliabiy 
ignorant  of  each  other’s  proceedings.  They  only 
give  their  names  on  the  exi*ress  uiulerstauding 
that  they  are  not  to  be  ealled  upon  to  meet  the 
bill.  And  accordingly  they  make  no  jirovisioii  to 
do  so.  If  any  one  of  them  is  called  upon  to 
meet  his  bill,  ho  immediately  has  a legal  remedy 
against  the  drawer.  In  the  c:i.se  of  real  bills, 
then,  the  bank  would  have  ten  jicrsoiis,  who, 
wnuhl  each  take  care  to  be  hi  a position  to  meet 
his  own  engagement;  in  the  case  of  accommoda- 
tion ]uiper,  there  is  only  one  person  to  meet  the 
engagements  of  ten.  Furihennure,  if  one  of  ten 
real  aeceptors  fails  in  his  engagement,  the  bank 
can  safely  press  the  drawer;  but  if  the  drawer  of 
the  accommodatiuii  bill  fails  to  meet  one  of  the 
ten  acceptances,  and  the  bank  suddenly  discovers 
that  it  is  an  aceommodatinu  bill,  and  they  are 
under  large  advances  to  the  drawer,  they  dare 
not  for  their  own  safety  press  the  aecepttu*,  be- 
cause he  will  of  course  have  immediate  recourse 
against  his  debtor,  and  the  whole  fabric  will 
probably  tumble  down  like  a liousc  of  cards, 
lienee  the  chances  of  disaster  are  much  greater 
when  there  is  only  one  person  to  meet  so  many 
ciigagcmcnts,  than  when  there  are  so  manj^  eacli 
bound  ti>  meet  his  own. 

ISO.  We  sec,  then,  that  the  real  danger  to  a 
bank  in  being  led  into  discomitiiig  accommoda- 
tion ])aper  is,  that  the  pitsition  of  iirincipal  and 
surety  is  reversed.  They  are  (lecei\ed  as  to  who 
the  real  debtor  is,  ami  who  the  real  princi]>al  is, 
being  precisely  the  reverse  to  what  they  ajipear  to 
be,  M'liich  makes  a very  great  (litTereiice  in  the 
security  to  tlie  hohler  of  the  bills.  To  advance 
msjiiey  by  way  of  ca>h  credit,  or  by  loan  with  j 
security,  is  (piite  a ditiV-i^-nt  atlair  ; because  the  ' 
bank  then  knows  exactly  what  it  is  <ioing,  and  a.s 
soon  as  anytliing  occur?  amiss  it  knows  the 


remedy  to  be  adopted.  Moreov’er,  it  never  per- 
mits thr  advance  to  exceed  a certain  definite 
limit,  bm  it  never  can  tell  to  what  length  it  may 
be  inveigled  into  discounting  accommodation 
paper,  until  some  commercial  reverse  happens, 
when  it  may  discover  that  its  customer  has  been 
carrying  on  some  great  sjieculative  operation, 
with  cajiital  borrowed  from  it  alone. 

181.  8 uch  appears  to  us  to  be  the  true  explana- 
tion of  the  real  danger  of  accommodation  paper, 
and  whit  h w'as  given  in  our  Theory  am!  Practice 
of  Bnnhiiig^  Vol.  I.  243,  and  we  may  say  that  its 
correctness  has  received  the  sanction  of  the  high 
authority  of  ]\lr.  Commissioner  Ilolroyd,  who 
quoted  it  in  his  Judgment  in  the  case  of  the  great 
leather  frauds,  jMurence^  Mortimer^  and  Schrader ^ 
as  ajipears  in  the  Standard^  March  7,  18G1. 

'To  exhibit  to  our  readers  how  tliis  nefarious 
system  is  carried  on,  it  will  be  advisable  to  give 
an  outline  of  this  celebrated  case. 

In  the  first  place,  in  order  to  exjdain  how  such 
things  are  possible,  we  may  perhajts  call  .attention 
to  a delusion  which  is  very  prevalent  among 
uniiifurnied  writers,  namely,  that  Bills  of  Ex- 
change are  paid  in  money.  It  is  true  that  Bills  of 
Exchange  must  always  be  expressed  to  be  pay- 
able in  monc}',  but,  as  the  reader  may  see  under 
the  article  Baxk,  very  few'  bills  are  really  ever 
paid  ill  money.  When  a customer  has  a banking 
account,  the  banker  discounts  his  bills  by  writing 
down  tlu  amount  to  his  credit,  and  this* credit  is 
caih  d a DErosix.  The  customer  always  pays 
his  bills  by  drawing  npun  this  credit,  and  Avheu 
it  gets  low,  the  usual  practice  is  for  him  to  dis- 
count a fresh  batch  of  bills.  Thus,  in  ordinary 
times,  the  previous  debts  are  always  paid  by 
creating  new  debts.  No  doubt,  if  the  banker 
refuses  to  discount,  the  customer  must  meet  his 
hills  in  money,  but  then  no  trader  ever  expects  to 
do  .so.  If  his  clmracter  be  good,  he  counts  upon 
discounts  with  his  banker  almost  us  a matter  of 
right,  and  tlicrcfore  to  call  njion  him  to  meet  his 
bills  in  money  may  oblige  him  to  sell  goods,  &c., 
at  a great  sacrifice,  or  may  cause  his  ruin. 

182.  However,  it  is  always  supposed  that  the 
bill.s  discomite4l  are  good  ones,  that  Ls,  they  could 
be  paid  in  money  if  required.  Thus  tlioiigh  in 
common  )>ractiee  very  few'  bills  are  really  ])aid  in 
money,  it  is  manifest  that  the  Avhole  stability  of 
the  Bank  depends  upon  the  last  bills  clisconnted 
being  good  ones. 

183.  Now'  let  us  suppose  that  for  some  time  a 
customer  briugs  good  bills  to  the  Bank,  and  ac- 
quires a good  character,  and  thus  throws  the 
baiiker  oil  his  guard.  Meeting  some  temporary 
cmbarrassinent,  ]ierhaps,  lie  is  in  ditiieulty  to 
meet  hi.s  bills.  In  order  to  get  over  this  difii- 
cidtv,  perhaps,  he  goes  to  some  man  of  straw', 
and  periij;ps  for  some  trifling  consideration  gets 
liini  to  accept  a bill,  w'ithmit  having  any  property 
to  meet  it.  lie  then  takes  this  fraudulent  bill 
to  his  banker.  Thrown  ofl’liis  guard,  perhaps,  by 
his  previt  us  regularity,  the  unsuspicious  banker 
buy.?  this  bill,  and  gives  him  a deposit  for  it. 
Tliis  deposit  goes  to  pay  the  former  bills.  In  the 
mean  time  the  rotten  bill  is  falling  clue  and  must 
be  met.  The  lacreptor  has  manifestly  no  means 
to  meet  it,  and  the  only  way  to  do  so  is  to  create 
some  uior-'  of  th(‘se  rotten  hills.  Now  the  drawer 
may  be  .'peculating  in  traiie  and  losing  money 
every  da\ . But  his  bills  must  be  met,  and  there 
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is  no  other  way  of  doing  so  but  by  constantly 
creating  fresh  rotten  bills  to  meet  the  former  ones. 
Bv  this  means,  the  customer  may  extract  indefi- 
nite sums  of  money  from  his  banker,  and  give 
him  in  return  so  many  pieces  of  p!i]>er ! Now, 
when  times  are  prospennis  and  discounts  are  low 
this  system  may  go  on  for  many  years.  But  at 
last  a commercial  crisis  comes.  The  money  market 
beemnes  ‘‘tight,”  Bankers  not  only  raise  the  rate 
of  <liscount,  but  they  refuse  to  discount  so  freely 
as  formerly,  they  contract  their  issues.  All  these 
rotten  bills  are  in  the  Bank  ami  must  be  met. 
But  if  the  bankers  refuse  to  diseonut  they  must 
be  met  with  money.  But  all  the  property  which 
the  conspirators  ever  had  may  have  been  lost 
twenty  times  over,  ami  consequently  when  the 
crisis  "comes  they  have  nothing  to  convert  into 
money!  Then  comes  the  crash!  Directly  the 
banker  refuses  to  ]>ay  his  customer's  bills  by 
means  of  his  own  money,  he  wakes  to  the  pleasant 
discovery  that  he  has  been  dancing  upon  nothing! 
and  finds  that  he  has  been  jiaying  all  his  custom- 
ers’ hills  for  many  years  with  his  own  money ! 

184.  This  is  the  I'atiouale  of  aceoininodatiou 
paper;  and  here  we  see  how  entirely  it  dilTers 
from  real  i)ai>er.  Because  with  real  paitor,  ami 
bond  fide  customers,  though  losses  may  come,  still 
directly  the  loss  occurs,  there  is  mi  end  of  it.  But 
with  accommodation  paper  the  pros]>ect  of  a loss 
is  the  very  cause  of  a greater  one  being  made,  and 
so  perpetually  in  an  ever  w idening  circle,  till  at 
lii.st  the  canker  may  eat  into  his  assets  to  any 
amount  almost.  It  is  also  clear  tliat  if  a man 
having  got  a good  character  may  sometimes  do 
so  much  mischief  to  a single  banker,  the  capacity 
for  mischief  is  vastly  increased,  if  from  a high 
position,  and  old  standing,  he  is  able  to  discount 
Avith  several  banks.  For  ho  is  then  able  to  dimi- 
nish greatly  the  chances  of  detection. 

ISo.  In  the  case  above  mentioned,  Laurence, 
iMortimer,  aiul  Co.  Avere  of  very  high  position, 
and  of  old  stamliug  in  tlu*  commercial  Avurld. 
They  Averc  leather  and  hide  factors,  and  tlie  house 
Avas  of  above  fifty  years’  standing.  They  bought 
hides  on  commission  for  tanners,  ami  sold 
leather,  and  had  leather  consigned  to  them  for 
sale.  The  hides  Avere  paid  for  by  the  tauner.s’ 
acceptances  of  the  factor’s  drafts  at  tour  months. 
In  the  course  of  business,  they  got  coniiocleil  Aviih 
a considerable  number  of  houses  w’hich  were  in  a 
state  of  insolvency.  To  su]>port  these  houses, 
and  to  extend  their  oaa'u  operations,  they  entered 
int()  an  enormous  system  of  accommodation  paper. 
They  Avere  in  the"  habit  of  advancing  money  to 
their  customers  at  five  per  cent.,  and  then  dis- 
counting these  bills  at  their  bankers  at  three  per 
cent.,  lims  making  t\A'o  per  cent,  by  the  transac- 
tion. When  their  customers  often  lost  the  money, 
their  lulls  were  renoAved,  or  ucav  ones  created  ot 
arlntrary  amounts  to  conceal  the  loss.  The  house 
had  an  agency  in  Liverpool,  Avhich  pursued  exactly 
the  same  course.  They  sot  up  ])eoplc  ostensibly 
in  luisiness  for  the  purjiose  of  drawing  on  them. 
And  these  “dummies”  drew' upon  the  house, 
and  tiiese  cross  acceptances  Avore  afloat  to  a hirge 
amount.  This  will  be  .suflicient  to  give  an  idea 
of  tliis  complicated  network  of  cross  transactions 
betw'een  tlie  house  and  its  satellites.  In  the  mean 
time,  heavy  losses  Avere  sustained  in  their  trade 
transactions,  Avhich  were  in  fact  extracted  out  of 
the  bankers  by  the  fraudulent  concoction  of  bills 


among  the  losers.  The  high  .standing  of  the 
house  enabled  them  to  entangle  no  less  than 
tAventy-nine  banks  and  discount  houses  in  their 
meshes.  At  the  time  of  the  stoppage,  the  London 
liouses  had  liabilities  ol  £820,000,  of  Avhieh 
£020,000  consisted  oftlic.^e  fraudulent  bills.  The 
LiA'erpool  houses  had  liabilities  of  £158,750,  out 
of  Avhich  £130,000  Avere  fraudulent.  Such  is  one 
example  of  the  mischief  Avorked  by  this  ne- 
farious system. 

186.  A still  more  terrible  example  is  the  case 
of  the  Western  Bank  of  Scotland,  Avhich  is  fully 
detailed  under  Banking  in  Scotland,  §310-328, 
Avhicli  Avas  in  great  part  caused  by  the  fraudulent 
jiroccedings  of  four  bouses.  The  cases  there 
detailed,  shoAv  to  Avhat  a gigantic  length  these 
proceedings  Avere  carried.  The  Macdonalds  had 
bills  discounted  to  the  amount  of  £408,716, 
di*aAvn  upon  124  acceptors,  of  A\-hom  at  least 
70  A\ere  men  of  straAA*,  who  made  it  a regular 
trade  to  accept  bills  for  a small  commi.s.sion  ? 
In  fact,  tlicy  kept  an  agent  in  London  for  the 
express  purpose  of  procuring  accommodation  ac- 
cci>tances. 

187.  From  these  accommodation  bills  to  forged 
bills  there  is  but  one  step.  It  is  but  a thin  line 
of  division  betAveen  draAviiig  upon  a man  Avho  is 
notoriously  utterly  unable  to  p.iy,  and  draAving 
upon  a person  avIio  does  not  exist  at  all,  or 
forging  an  acceptance.  In  practical  morality  and 
in  its  practical  eflects  there  is  none.  Traders 
sometimes  do  not  e\'eu  take  the  trouble  to  get  a 
beggar  to  write  his  name  on  their  hills,  but  they 
invent  one.  The  case  of  traders  dealing  Avith  a 
mimber  of  small  country  connections  aflbrds 
facilities  for  such  practices.  They  begin  by 
establishing  a good  character  for  their  lulls. 
Their  business  gradually  increases.  Their  con- 
nections gradually  extend  all  o\'cr  the  kingdom. 
The  banker,  satisfied  Avith  the  regularity  of  the 
account,  cannot  lake  the  trouble  of  sending  down 
to  inipiire  as  to  the  acceptor  (»f  every  bill.  The 
circle  gradually  enlarges,  until  some  fine  morning 
the  Avhole  atlair  bloA\-s  up.  The  ingenuity  some- 
times excrcise<l  by  traders  in  carrying  out  such  a 
system  is  absolutely  marvellous. 

188.  It  is  in  times  uf  speculation  in  gi’cat  com- 
mudities  that  accommodation  jiaper  is  particularly 
rife.  In  a great  failure  of  tlie  harvest  Avhen  large 
importations  are  required,  and  it  is  expected  that 
prices  Avill  rise  very  high,  every  corn  merchant 
Avants  to  be  able  to  pureha.se  as  much  as  possible. 
But  if  no  sales  ha\'e  taken  i>lace  there  can  be  no 
real  trade  bills.  They  therefore  ]u'oeeed  to  ma- 
nufacture them  in  order  to  extract  funds  from 
bankers  to  speculate  Avith.  No  banker  in  his 
seiist-'S  Avould  actually  ad\'aacc  money  for  them  to 
speculate  Avith,  Avith  his  eyes  oiten.  NcA’ertheless, 

I hey  must  have  llie  funds  from  the  bankers, 
and  this  they  do  by  means  of  cross  acceptances, 
Avhich  they  go  and  discount  Avith  their  bankers. 
They  then,  perhaps,  buy  a certain  amount  of  corn 
or  ail}'  other  goods,  and  many  bankers  Avill  dis- 
count their  bills,  Avith  tlie  collateral  security  of 
the  bill  of  lading.  And  this  they  may  repeat 
many  times  OA'er,  till  the  quantity  of  Credit  cre- 
ated is  something  astonishing.  In  the  Crimean 
Avar  there  w'us  a great  demand  for  shipping,  and 
there  Avas  an  enormous  amount  of  accommodation 
bills  manufactured  by  the  Liverpool  shipowners 
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ami  discounted  all  over  the  kingdom.  The  results 
were  frightfully  disastrous. 

189.  The  insumioiiiitable  objection,  tlierefore, 
to  this  species  of  paper,  is  the  dangerous  and 
boundles.s  facility  it  affords  for  raising  momw  for 
.sjteculative  purposes.  And  there  is  much  reason 
to  fear  that  this  pernicious  system  prevails  to  a 
much  greater  extent  than  is  generally  supposed. 
The  legislature  has  imposed  bounds  upon  the 
issues  of  notes  by  banks,  but  there  is  much 
greater  reason  that  some  attempt  should  be  made 
to  curb  the  extravagant  magiiilude  to  which  tins 
detestable  practice  lias  been  developed.  U'he 
Bank  of  Euglaml  is  sti'ictly  forbidden  to  issue  a 
single  £5  note  of  accommodation  paper,  and  is  it 
to  be  tolerated  that  any  set  of  adventurers  may  ' 
set  adoat  many  Iiuudred  tliousaiul  pounds  worth 
of  their  accommodation  paper  ? 

190.  To  deal,  however,  legislatively,  witli  ficti- 
tious paper  Is  the  mo.-t  perplexing  commercial 
problem  of  the  day.  The  difficulty  consists  in  ! 
detenniuing  what  is  really  an  accommodation  bill. 
An  accommodation  bill  is  dcHued  to  be  a bill  to 
which  tile  acceptor,  drawer,  or  indor.ser,  as  tlie 
case  may  be,  lias  put  Iiis  name,  tvUhout  con^ii(Iera- 
tion^  for  the  pui'iiose  of  benefiting,  or  accommo- 
dating some  (Uher  party,  who  is  to  jirovide  for  | 
the  bill  when  due.  But  the  nliole  difficulty  turns 
upon  the  comidi; ration.  The  consideration  may  | 
be  of  many  sorts,  and  docs  not  by  any  meaiio 
denote  a sale  of  goods  at  the  time.  Moreover,  a ! 
bill  may  be  an  accommodation  bill  at  its  creation,  ^ 
but  if  any  consideration  be  given  during  the  | 
period  of  its  cuiTeiicy,  it  ceases  to  be  aii  accom-  | 
modatioii  bill. 

191.  Moreover,  the  consideration  may  be  of  i 
many  sorts.  If  A draws  a bill  upon  B who  ac-  ; 
cepts  it  for  A's  accoimiiouatiou  for  the  express  i 
piiriiose  of  enabling  him  to  go  to  a Bank  and  get 
money  for  it,  that  is  a jmre  accommodation  bill, 
ami  manifestly  fraudulent.  But  if  J1  draws  an 
exactly  similar  bill  at  the  same  time  on  A,  am] 

A accejits  it  fur  the  accommodation  of  B,  then 
neitlier  of  the  bills  are  accommodation  bills. 

To  an  unlearned  reader,  this  may  seem  mon- 
strous doctrine.  It  is,  nevertheless,  Jirmly  esta- 
blished law.  In  the  case  of  Rolfe  v.  Cadon 
(2  II.  Blackstone,  p.  571),  A and  B being 
desirous  to  accommodate  each  other,  each  drew 
a bill  upon  the  other,  aiul  acceptoil  one  in  return, 
the  two  bills  being  precisely  alike,  iu  the  date, 
sum  of  money,  and  times  of  payment.  Neither 
party  having  any  effects  of  the  other  in  his  hand 
The  Court  were  clearly  of  opinion  that  the  two 
bills  were  mutual  engagements,  coiislitutiiig  on 
each  part  a debt,  the  one  being  a consideration 
of  the  other.  This  doctrine  nas  rcf»eated  and 
contirmed  in  the  case  of  Conley  v,  Dunlop  (7 
T.  K.  565),  in  which  Grose,  J.,  said  the  instant 
the  bills  were  exclianged,  eacii  was  indebted  to 
the  other,  in  the  sum  which  was  the  amount  of 
their  respective  acceptances,  fur  the  counter 
acceptances  were  a good  consideration  to  found  a 
debt  upon  either  .side  respectively.  In  the  ease 
of  a single  accommodation  acceptance,  said  the 
learned  Judge,  there  is  no  debt  to  tlie  acceptor; 
the  debt  accrues  only  by  payment  of  the  money. 
The  accei>tor,  qua  oveeptoi\  can  never  be  a 
creditor;  his  acceptance  imjmrts  the  admission 
of  a debt  from  him  to  auoth  r,  and  when  he  has 
paid  an  acceptor,  it  lie  j»ai(.l  fur  any  other  person 


in  consequence  of  any  request  from  that  other  he 
becomes  a creditor,  not  on  the  face  of  the  bill,  but 
by  a contract  collateral  to  the  bill.  Wlien  two 
persons  exchange  acceptances,  each  becomes  the 
debtor  of  the  other  upon  his  accepted  bills.  But 
when  a nmn  accepts  without  consideration  he  is 
never  a ireditor  of  the  person  for  whom  lie 
accepts  till  he  pays;  from  liiat  payment  arises 
the  debt ; but  when  the  acceptance  was  ex- 
changed, the  debt  arises  from  these  acceptances. 
Tills  doctrine  was  repeated  and  confirnird  in  the 
cases  of  Rose  v.  Sims  (1  B.  & Ad.  521),  and 
Buckler  V Dultivant  (3  t^ast.  72),  wdieii  it  W'as 
adopted  by  the  whole  Court  of  King's  Bench. 

192.  'J  his  doctrine  shew's  how'  utterly  hopeless 
it  is  to  deal  legislatively  with  accommodation 
paper.  Ai  least  they  must  be  very  poor  rogues 
indeed  wdio  cannot  manufacture  any  amount  of 
real  bond  fide  bills  they  jilease.  Two  raga- 
muffins, wlio  neither  possess  one  sixpence  in  the 
world,  have  only  to  get  a quire  of  paper — if  they 
can  pay  for  it.  One  engages  to  pay  £1,000  to 
the  order  of  the  other.  That  w'ould  be  an  ac- 
commodation bill.  But  the  second  then  engages 
to  pay  £1,000  at  the  order  of  the  first.  These 
arc  no  longer  accommudatiuii  bills  ! But  given 
for  a consii/erution.  If  two  such  bills  are  good, 
then  two  thousand,  or  any  larger  number,  arc 
Cfiually  good.  AVe  suspect  that  Baukers  would 
look  askance  at  such  paper.  But  AVestminster 
llall  declares  them  all  to  be  good  bond  fide  bills, 
given  for  a good  consideration. 

193.  Jli.it  such  is  the  well  settled  doctrine  of 
estmiustor  Hall  is  beyond  dispute.  And  per- 
haps it  may  ill  become  us  to  offer  any  suggestions 
on  what  has  received  the  sanction  of  the  Courts 
Im*  so  long  a time.  Xevertheless  at  the  hazard  of 
being  thought  presum])tuoiis,  we  may  make  a few 
remarks.  U hen  we  search  for  the  foundation  of 
the  doetrine,  we  find  it  to  be  this.— That  by 

I giving  their  cross  acceptances  the  jiarties  become 
uidebUtd  to  each  other.  That  by  these  cross 
I acceittances  mutual  debts  are  created.  But  is 
I this  doctrine  quite  impeccable?  It  is  admitted 
that  when  B accepts  a pure  accommodation  bill 
I tor  A,  no  debt  is  created.  It  is  nothing  w hat- 
j ever  but  a piece  ot  waste  jiapcr  between  the 
I parlies.  Of  course  a similar  bill  upon  A would 
I beauabsuUite  iiothiugas  wx‘11.  NTow  the  (question 
IS  this.— It  being  admitted  that  these  two  bills 
separately  are  absolute  nothings,  how  can  it  be 
that  when  created  together  they  spring  into 
existence  a^  Debts?  A debt  being  as  we  know 
valuable  property.  It  is  a doctrine  very  Laid  to 
umlerstaiid. 

I 194.  Ill  a real  bill  the  drawer  maj-  of  course 
sue  the  accejitur.  But  in  an  accomniodaliou  bill 
he  cannot.  Suppose  A draw's  a jture  accouunoda- 
tiou  bill  on  B,  tor  £100  at  three  months.  Then 
j of  course  hr  cannot  sue  him  ou  it.  But  suppose 
cue  mouth  after  the  first  bill,  B draws  a bill  of 
£100  at  six  months  oil  A,  without  any  cousidero- 
tiou  whatever  but  his  previous  acceptance.  Then 
according  to  the  doctrine  stated  above,  the  first 
bill  whicli  we  may  suppose  never  to  have  quitted 
the  drawer'.'  iiossessioii,  immediately  becomes  a 
leal  bill,  and  A may  sue  B if  his  acceptance  be 
unpaid.  Did  such  a ca.se  as  this  ever  occur? 
Ami  could  A recover  under  such  circumstances? 
And  yet  tliat  is  the  couscipience  that  must 
necessarily  follow,  if  it  be  true  that  mutual 
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accommodation  acceptances  constitute  mutual 
debts  betw'ccu  the  parties. 

195.  AA'e  venture  with  the  greatest  deference 
to  think  that  a fallacy  lurks  at  the  bottom  of  the 
doctrine.  An  accommodation  acceptance  in  the 
hands  of  the  drawer  is  simply  nil.  Directly  lie 
passes  it  away,  it  becomes  in  effect,  the  joint 
promissory  note  of  tlie  two  parties.  The  accep- 
tor cannot  incur  a liability  without  the  drawer 
at  the  same  time  incurring  an  equal  one.  To 
suppose  that  one  joint  ]>rmnissory  note  of  two 
parties  should  be  a consideration.^  for  a second 
promissory  note  of  the  same  jiarties  seems  a very 
strange  idea.  AVhen  a man  is  already  a eoobli- 
fraiit  as  draw'cr  on  a bill,  to  suppose  he  can  make 
that  bill  a good  cmisiderafioii  for  becoming 
codbligant  as  accei>tor  on  another  bill  with  the  j 
same  person,  seems  a most  unaccountable 
doctrine.  To  su])pose  that  a man  can  make  a 
liability  he  has  already  incurred,  a consideration 
for  incurring  another  .<eoms  most  extraordinary.  . 

196.  A consideration  iu  coiumorce  means 
something  extffrnal.  It  is  a security  for  incurring 
a debt.  If  I buy  another  man’s  debt,  that  is  a 
consideration  or  security  for  creating  one  of  mv 
own.  If  the  Goveniinent  has  created  a debt,  as 
the  public  funds,  or  Exchequer  bills,  that  may  be 
a goml  con.sideratioii,  or  security,  for  the  Bank  of 
England  to  create  notes  in  exchange.  So  a 
banker  creates  a debt,  either  by  notes,  or  a 
dep(»sit,  iu  exchange  for  the  bills  of  his  customer. 
In  these  cases  there  is  an  exchange  of  indepen- 
dent securities.  Neither  party  are  coobligants, 
or  liable  with  the  other.  But  how  can  a liability 
a man  has  already  incurred  be  a consideration  or 
security  for  lucinviu^  ii  second  one?  Suppose  a 
bank  issues  £10,000  in  notes.  Is  the  itrevious 
issue  to  be  a security  foi*  is.suing  a second  amount  ? 
If  tills  be  a good  consideration  or  security,  then 
indeed  tlie  philosophers  stone  is  at  last  discovered ! 
There  is  no  need  to  cross  half  the  globe  in  search 
of  an  El  Dorado.  All  the  treasures  of  California 
and  Australia  are  dust  in  the  balance  compared 
to  this.  Only  let  two  men  jirovide  themselves 
wiili  a slip  of  paper,  and  shut  themselves  up  in  a 
rociin,  and  in  the  twinkling  of  an  eye  they  can 
make  themselves  richer  than  ever  Sifiomou  was. 

197.  If  it  were  possible  for  each  party  to  incur 
a liability  on  account  of  the  other,  separately, 
and  without  himself  being  also  bound,  it  might 
alter  the  case.  But  in  accommodation  paper, 
neitlier  party  incurs  an  obligation  without  the 
other  being  also  equally  liable.  A second  bill  is, 
therefore,  nothing  more  than  a dilatation  of  the 
first  bubble  ; aud  to  suppose  that  it  can  be  a cou- 
sideratiou — a security  for  the  first  bubble — to 
swell  it  to  twice  its  iirevions  dimensions,  is  con- 
trary to  the  usual  experience  of  bubbles. 

198.  AA"e  have  felt  bouud  to  lay  these  observa- 
tions before  our  readers.  As  we  have  already 
Avarued  them  that  they  are  contrary  to  the  esta- 
blished doctrine  of  AA^cstminster  Hall,  they  must, 
of  course,  be  held  to  be  fallacious ; at  least,  the 
probabilities  of  their  being  so  arc  very  great  in- 
deed. But  it  may,  perhaps,  exorcise  tlie  inge- 
nuity of  our  readers  to  jioiut  out  their  fallacy. 
At  all  events,  Avhat  we  have  said,  right  or  wrong, 
may  serve  to  fix  the  attention  of  our  readers 
upon  the  doctrine  under  discussion ; because, 
how  ever  it  may  be  regarded,  it  is  one  of  the  ex- 
tremest  subtlety.  It  is  one  which  sanctions  a 


practice  which,  without  its  sanction,  would  appear 
to  any  plain  person  to  be  a gross  fraud;  and  it 
i.s  this  practice  w hich  has  caused  incalculable  dis- 
asters iu  coimueree,  ami  while  it  is  held  to  be 
good,  entirely  precludes  the  jiossibility  of  dealing 
legislatively'wiih  so  great  a curse. 

On  the  Tranxforrnation  of  Temporary  Credit 
into  Permanent  Capital. 

199.  AA"e  have  already  seen  tliat  in  commerce 
tlie  Release  of  a Debt  is  hi  all  case.s  whatev'cr 
absolutely  equivalent  to  the  Payment  of  Money ; 
in  strict  kxordauce  with  the  Algebraical  doctrine 
that  — X — in  all  cases  whatever  absolutely 
equivalent  to  + X -f.  Thus,  a.s  Diophantus 
said  1,400  years  ago  : — A«7i-iC 
7rci\/\a7r\a<no(TOf7o’«  ttoui  vTrap^tv. 

Defect  multiplied  into  defect  gives  existence— 
which,  in  Commercial  Algebra,  means  simply  this, 
that  tiie  Kelease  of  a Debt  is  Acgmentation 
of  C.APlTAL. 

AVe  shall  uoav  give  some  examples  of  this, 
w'hich  will  probably  startle  some  of  our  readers. 

200.  AVhen  it  is  published  to  the  world  that 
the  Bank  of  England  has  a paid  up  capital  of 
£14.000,000,  and  that  the  various  joint  stock 
banks  of  London  have  paid-up  capitals  of  this 


magnitude — 

London  and  Westminster £1,000, 0<)0 

Union  Bank  720.000 

Joint  Stock  Bank (jon.<X)0 

Loudon  and  County  Bank 600,000 


Docs  not  the  whole  world,  except  those  very 
few'  w ho  are  conversant  with  the  moclianisin  of 
banking,  believe  that  tlie  Bank  of  England,  and 
' the  joint  stock  banks,  have  these  sums  of  capital 
paid  up  in  hard  Money  ? 

201.  AVhat  Avill  they  say  when  they  learn  that 
this  idea  is  pure  tnoonshinc ! These  banks  never 
had  anything  like  that  sum  paid  up  in  actual 
money  at  all.  Of  course  it  is  utterly  impossible 
to  tell  liow  much  Avas  ever  i>aid  in  money,  but 
this  we  are  quite  safe  iu  saying,  tliat  not  the  third 
part  of  tliese  smius  w'as  ever  paid  u\)  iu  money. 
At  least  twO'thirds,  i>robably  more,  of  these 
gigantic  sums  of  paid  up  capital  are  nothing 
more  than  the  Banks'  own  Credit  turned  into 
Capital! 

202.  In  order  to  see  hoAv  this  w'as  done,  the 
reader  has  only  to  turn  to  Banking  in  England, 
§ 81,  82,  where  the  mode  of  increasing  the  capital 
of  the  Bank  in  1697  is  described.  The  Bank  was 
founded  bv  means  of  the  payment  iu  money  of 
£1,200,000.  It  aftei  Avards,  in  the  course  of  bu.d- 
ness,  issued  notes  to  a considerable  amount. 
Now,  these  notes  were  Debts,  or  Negative 
Quantities,  as  we  ha\'c  seen  betore.  The  Bank, 
therefore,  by  issuing  these  notes,  had  put  itself 
into  a negative  position.  After  it  stopped  pay- 
ment, these  notes  fell  to  a heavy  discount.  In 
1697,  it  was  determined  to  increase  the  capital  of 
the  Bank,  and  this  was  done  by  receiving 
£h00,000  of  Exchequer  tallies,  and  £200,000 
of  its  own  Depreciated  d^otes.  T hese  depreciated 
notes  w'ere  received  at  their  full  value  as  cash. 
Aud  thus  we  see  at  once  that  at  the  first  Angmen- 
tation  of  Capital  £200,000  consisted  of  its  own 
Depreciated  Kides — or  CKEDIl.^ 

203.  An  exactly  similar  proceeding  is  de.scribed 
in  Banking  is  Scotland,  § 2b8.  In  1727,  lire 
Bank  of  Scotland  increased  its  capital  The  call 
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was  paid  np  partly  in  the  Bank’s  own  notes.  An 
ornery  was  imulo  a^^ainst  this,  but  the  directors 
justlv  answered,  “ But  the  objectors  do  not  at  all 
consider  this  j>oint.  For  the  ]>aymeiits  are  many 
of  them  made  in  specie,  and  hanti  notes  are 
reckoned  the  same  as  specie^  when  paid  in  (m  a call 
of  stork,,  heranse  when  paid  in,,  it  LESSENS  THE 
DEMAND  on  the  Bank.” 

Here  we  see  that  the  Directors  clearly  nnder- 
Btood  that  the  Jielease  of  a Debt  is  in  all  respects 
et[iii  valent  to  tlie  Payment  of  Money.  The  banks 
had  issued  their  own  notes,  oii  the  discount  of 
bills,  or  on  the  recciid  of  money.  For  whatever 
rea.son  tl»ey  were  issued,  they  were  debts,  or  nega- 
tive (tiuuitilies,  and  the  bank  was  in  debt,  or  in  a 
negative  position,  in  regard  to  the  holders  of  them. 
When  the  call  was  made,  the  subscribers  might 
eitlier  pay  in  money,  whicli  would  have  been 
-f  X 4-1  'H*  in  the  bank’s  own  notes ; that  is,  they 
released  it  from  a debt  due  by  it  to  them,  which 
was  — X — . And  we  see  plainly  that  the  two 
0]>erations  were  absolutel}' equivalent.  At  every 
funhor  increase  of  capital,  the  very  same  opera- 
tion would  be  rei>eated,  iiaymeut  in  money  and 
in  the  bank's  own  notes  would  always  be  treated 
as  exactly  equivalent ; ami  lienee  we  see  that 
at  every  fresh  increase  of  capital  a Ci  rtain  i|uan- 
tily  of  the  bank’s  own  Temporary  Credit  would 
be  turned  into  Permanent  Capital. 

204.  Thus  we  see  that  for  1,400  years  Alge- 
braists liad  adopted  the  empirical  rule  that 
— X — gives  +,  and  the  real  explanation  has 
only  been  given  within  very  reeeut  times  indeed. 
For  150  years  inerehants  have  been  acting  on  the 
principle  that  the  Release  of  a Debt  is  in  all 
respects  c<iuivalent  to  the  Payment  of  Money; 
and,  in  fact,  owing  to  the  immense  development 
of  credit,  or  debts,  or  negative  quantities,  in  mo- 
dern commerce,  the  immense  majority  of  payments 
are  made  in  this  way.  And  it  is  left  to  the  year 
1862  to  show  tliat  this  latter  ojicration  is  only  one 
example  ot  the  great  general  Algebraical  law  ! 

205.  Such  are  the  methods  by  which  the  Capi- 
tal of  a Joint  Stock  Bank,  wiiich  i:*sue3  notes, 
may  be  increased.  It  might  be  thought,  ]ierhaps, 
that  it  is  only  Banks  which  issue  notes  that  can 
thus  turn  their  Credit  into  Capital.  But  that  is 
a complete  error.  M'e  Iiave  seen  in  the  article 
Ba^k,  that  the  very  essence  of  Banking  consists  ; 
in  making  advances  by  creating  tlebts,  either  in 
the  form  of  bank-notes,  or  in  credits,  named 
Deposits.  Thus  all  the  Joint  Slock  Banks  of 
London,  other  than  the  Bank  of  England,  do 
business  exclusively  b}'  creating  Dejiosits.  Now 
siipi»ose  a customer  of  one  of  these  Banks  has  a 
Balance,  or  Deposit,  on  Jiis  account.  The  Bank 
deteniiiues  to  increase  its  Capital,  and  the  custo- 
mer wishes  to  take  jmrt  of  tlie  Stock.  He  may 
eitiicr  pay  in  money,  or  he  may  give  the  Bank  a 
Cheque  on  !iis  aecouut.  This  is  exactly  the 
same  thing  as  jmying  the  Bank  in  its  own  notes. 

It  is  the  Release  of  a Debt.  Supposing  he  has 
not  enough  on  his  account  to  pay  for  the  stock  he 
wishes  to  jmrehase,  he  may  bring  the  bank  bills 
to  discount.  The  Bank  discounts  these  bills,  or 
buys  these  debts,  by  creating  another  debt,  in  the 
shape  of  a Creilit,  or  Deposit,  on  the  customer's 
account,  which  is  a Negative  Qaantity,  exactly 
equivalent  to  a Bank  Note.  The  customer  then 
gives  the  Bank  a cheque  on  his  account,  that  is, 
he  releases  it  from  the  debt  it  has  just  created  in 


his  fiivor.  And.  that  Debt  released  then  becomes 
Augmentatiox  of  Capital.  That  is,  as  before, 
— X — gives 

206.  It  is  true  that  tliis  method  cannot  be 
adopted  so  great  an  extent  by  the  public  when 
the  Bank  does  not  issue  notes.  Because  the 
general  public  would  not  have  any  claims  against 
the  Bank,  but  only  its  own  customers,  and  those 
who  might  happen  to  have  clieques  given  to  them 
by  them.  But  tliis  Is  the  M'ay  in  wliich  the 
Capital  ot  all  Joint  Stock  Ihuik.s  is  increased, 
and  it  ma\  go  on  to  any  extent  without  any  pay- 
ment in  m »ney. 

207.  In  a precisely  similar  waj%  when  great 
public  loan.s  are  contracted  for,  a very  large  por- 
tion of  them  is  always  created  by  means  of  Credit. 
The  customers  of  a bank  wish  to  subscribe  to  a 
loan.  They  bring  it  a batch  of  bills  to  discount. 
They  draw  cheipies  against  the  defiosits  createil 
on  tile  discount  of  these  bills.  These  cheques 
may  be  paid  into  the  credit  of  the  great  con- 
tractors at  their  bankers,  and  transferred  an 
iudetinite  number  of  times  Avithout  ever  being 
required  to  be  discharged  in  money,  they  may, 
in  fact,  be  discharged  by  being  caucelled  against 
other  Credds. 

On  the  Extinction  of  Credit, 

} 208.  In  ilie  preceding  sections  w'c  have  exam- 

I iiied  tlie  various  operations  out  of  Avhich  credit 
is  generated,  and  the  transcendent  functions  it 
I pert'onns  in  production — it  being,  in  fact,  the 
grand  productive,  or  circulating  power  of  modern 
times.  AV'e  have  now  to  consider  the  various 
modes  ill  v hich  it  is  extinguished.  Because  it  is 
by  its  very  nature,  and  as  apjiears  by  its  very 
name,  transitory,  and  is  created  always  with 
the  expres>  imrpose  of  being  destroyed.  It  is 
when  it  cannot  be  destroyed  that  it  ]>roduces 
such  direetfects.  It  is  Unkxtinguished  Credit 
which  i»roduces  those  terrible  monetary  cata- 
clysms, which  shake  nations  to  their  foundations, 
scattering  i iiin  and  misery  among  societies.  The 
inability  of  credit  shops  to  extinguish  the  credit 
they  liave  created,  commonly  called  the  failures  of 
banks,  arc,  perhaps,  among  the  most  terrible  social 
culaiwities  of  modern  times. 

20b.  Wc  have  seen  tliat  in  commerce  bills  are 
created  by  the  transfers  of  commodities,  a fresh 
one  being  created  at  each  transfer.  And  this 
debt  becomes  itself  a transferable  coramcality,  and 
is  cajiahle  of  circulating  an  iudetinite  number  of 
times,  like  money.  This  debt,  or  promise  to  pay, 
might  be  made  payable  in  anything  the  parties 
pleased— Coin,  Avine,  oil,  &c.,  <i^c.— and  in  some 
countries  is  so.  lint  in  this  country,  instruments 
of  credit  an- always  expressed  to  be  payable  in 
miHiey.  Jbit  Ave  have  already  seen  that  a debt  is 
only  a JoAver  form  of  money,  and  hence  there  are 
four  dirierent  Avays  iu  Avhich  credit  may  be  ex- 
tingnished. 

1.  Jiy  payment  in  Money. 

2 Jiy  Exchanging  one  Debt  for  another, 

3.  Hy  the  Creation  of  fresh  Debt  to  discharge 
the  old. 

4.  Where  parties  are  mntnally  indebted  to  each 
other.,  each  being  Creditor  of  and  each  Debtor  to, 
the  other.,  they  may  make  a Mutual  Release  o f Debts. 

The  different  proportions  in  Avliich  these  various 
methods  arc  employed  to  extinguish  credit,  have 
very  great  effect  in  determining  Avhat  quantity 


) 


CREDIT. 


CREDIT. 


603 


I 


of  specie  is  required  to  cany  on  the  commerce  of 
a country. 

210.  Before  the  establishment  of  banks,  credit 
could  only  iu  general  be  extingui.shed  by  payment 
in  money.  But  of  course  the  same  quantity  of 
money  AA'ould  extinguiah  an  iiiHnite  series  of  bills ; 
in  fac4,  it  is  always  by  the  circulation  of  money 
that  bills  ave  extinguished.  Bills  are  always 
generated  by  the  circulation  of  commodities,  and 
alAvays  extinguished  by  the  circulation  of  money. 
Eacli^  manufacturer,  or  merchant,  avouUI  sell  to 
a number  of  Avholesale  dealers,  avIio  aa'ouUI  each 
buy  from  a number  of  manufacturers  or  mer- 
chants. They  Avould  then  each  sell  to  a number 
of  retail  dealers,  who  AAould  each  sell  to  a number 
of  customer.s,  or  consumers.  lUany  of  these  cus- 
tomers Avonld  pay  iu  ready  money,  or  at  least 
they  must  all  do  so  ultimately,  so  that  tlie  retail 
dealers  Avould  ahvays  lui\*e  a constant  stream  of 
ready  money  coming  iu  to  discharge  their  bills, 
as  they  fell  due  in  successiun. 

Noav',  as  each  wholesale  dealer  sells  to  a number 
of  retail  dealers,  AvhoAvould  ahvays  liave  a stream 
of  ready  money  coming  in  to  pay  their  bills,  each 
Avholesalc  dealer  would  ahvays  haA'e  a stream  of 
ready  money  coming  iu  from  many  sources,  to 
enable  him  to  discharge  his  A*arions  bills  to  the 
merchants  and  manufacturers.  In  a similar 
manner,  the  merchants  and  manufacturers  Avoiild 
ahvays  haA-e  a stream  of  money  coming  in  from  a 
multitude  of  sources  to  discliarge  their  bills  to 
foreigners  and  producers  of  raw  materials.  But 
of  course  each  of  them  avouUI  spend  a certain 
portion  of  their  prohts  as  re\’cnue,  that  is,  they 
Avould  be  customers  of  the  retail  dealers.  Ami 
consequently,  by  these  means,  tlie  identical  ineces 
of  money  Avonid  perform  a perpetual  circulation 
among  the  various  classes  of  society.  Eacli  per- 
son collecting  a multitude  (»f  little  sums  into  one 
reservoir,  as  it  Avere,  and  then  discharging  the 
aggregate  so  collected  into  a multitude  of  other 
channels.  And  so  on  ad  infinitum, 

211.  Noaa%  the  least  consideration  Avill  show 
that  the  quantity  of  money  being  exactly  the 
same,  its  circulation  may  be  extremely  languid, 
moderately  rapid,  or  extremely  rapid.  _ And  as 
in  commerce,  assumed  to  be  sound,  jtrofits  arise 
out  of  exchanges,  it  is  clear  that  Avithin  certain 
limits  the  greater  the  profits  Avill  be,  according  as 
the  circulation  of  money  is  more  rapid.  MorcoA'er, 
Ave  see  this,  that  the  quantity  of  credit  generated 
does  not  depend  simply  on  the  <iuantity  of  money, 
but  on  its  quantity  multiplied  into  the  A’elocity  of 
its  circulation. 

212.  We  thus  see  hoAvthefundameutal  distinc- 
tion betAveen  bills  of  lading  and  bills  of  ex- 
change is  illustrated,  Avhich  is  at  the  root  of  the 
cmrency  question.  The  bill  of  lading  is  not 
generated  by  the  transfer  of  the  Properly  of  the 
goods,  but  only  by  a transfer  of  Possession ; and 
Avhen  the  possession  is  given  up,  the  bill  of  lading 
is  cancelled.  Thus  the  bill  of  lading  is  only  ex- 
tinguished by  the  delivery  of  tlie  very  goods  it  re- 
presents. Butbillsofexchange  are  generated  by  the 
transfer  of  the  property  of  goods,  and  are  abso- 
lutely severed  from  them,  and  circulate  indepen- 
dently in  commerce,  and  are  exchangeable  for 
money  at  a gi\x*u  time.  Bills  of  Lading  can 
never  exceed  in  quantity  the  goods  they  repre- 
sent; instruments  of  Credit  cannot  exceed  the 
Quantity  of  the  Circulation  of  Money.  Be  the 


circulation  of  goods  fast  or  sIoaa*,  the  quantity  of 
bills  of  lading  cannot  vary,  but  the  quantity  of 
credit  varies  Avith  the  circulation  of  money,  so 
that  if  the  circulation  be  increased  tenfold,  credit 
may  ahvays  be,  and  is  almost  necessmily  in- 
creased tenfold. 

21.3.  Tlie  preceding  considerations  shoAV  that 
Credit  is  limited  by  the  Circulation  of  Money. 
It  is  clear,  therefore,  that  if  some  sub-slitute  for 
money  be  invented,  or  if  by  imjjroved  methods  a 
less  quantity  of  Money  can  do  the  same  duty  as 
a greater  quantity,  the  limits  of  Credit  may  be 
proport  ional»h' extended.  And  ucav  metlu.»ds  of 
extinguishing  credit  Avould  come  into  existence. 
This  is  done  to  an  enormous  extent  by  the  insti- 
tution of  Ilanks.  AVe  have  fully  described  under 
the  articles  Bank  and  Clearing  Hocse  Iioav 
debts  are  extinguished  by  tlie  croatiou  of  iieAv 
debts,  and  partly  by  the  exchange,  or  cancelmeiit, 
of  debts  by  the  Bankers  inter  se.  The  extension 
of  business  by  the  means  of  erecting  a vast 
superstructure  of  credit  upun  a basis  of  bullion 
is  something  almost  incredible.  It  is  probably 
quite  .safe  to  say  tliat  not  tiA-e  ]ier  cent,  of  com- 
mercial transactions  are  ever  settled  iu  money. 
8ucli  is  the  proportion  of  Debts,  or  Negative 
Quantities,  to  !Mouey  in  Commerce. 

On  the  Limits  of  Credit. 

214.  In  the  preceding  sections  aa'g  haA'e  en- 
deavoured to  lay  before  our  readers  an  exposition 
of  the  actual  mechanism  of  the  system  of  Credit, 
ami  shew  its  powerful  effects  as  a ]>roductive 
agent.  Credit,  in  fact,  is  to  money  Avhat  steam 
is  to  Avater.  And  like  that  power,  Avhile  its  use 
Avithin  proper  limits  is  one  of  the  most  beneficent 
inventions  ever  devised  by  the  ingenuity  of  man, 
its  misuse  by  unskilful  hands  leads  to  the  most 
fearful  calamities.  It  is  chiefiv  the  abuse  of 
Credit  by  Avhich  that  over-production  is  brought 
about,  Avhich  causes  those  terrible  catastrophes 
called  Commercial  Crises.  It  is,  therefore,  es- 
sential to  ascertain  its  limits. 

215.  The  true  limits  of  Credit  may  be  seen 
from  the  etymology  of  the  word.  Because  all 
Credit  is  a I'^romise  to  pay  something  in  Future. 
And  that  “something,”  Avhatever  it  be,  is  the 
VALfE  of  the  promise.  That  something  need  not 
necessarily  be  money.  It  is  iierfectly  possible 
that  it  should  be  anytliing  else.  The  practice  of 
interest,  or  usury,  Avas  in  force  before  the  inven- 
tion of  money.  It  might  be  a promise  to  do 
something.  As  an  example  of  this  we  may  take 
a postage  stanqi,  Avlacli  is  a promise  by  the  estate 
to  carry  a letter.  Ami  this  service  is  the  A’alue 
of  the  stamp.  Noav  it  is  quite  clear,  and  to  sheAV 
it  Ave  have  only  to  ajipeal  to  everyone's  experience, 
that  a postage  stamj)  is  a valuable  thing.  It 
passes  currently  as  small  change.  Noav,  jieople 
take  postage  stamps  as  equivalent  to  pence,  be- 
cause they  often  avIsIi  to  .send  letters  by  the  post. 
The  recent  regulations  that  stamps  shall  be  con- 
vertible into  money  at  any  post  oflicc,  makes 
them  ill  all  respects  i>art  of  the  currency  of  the 
country.  They  are,  iu  fact.  Id.  notes. 

216.  NoAAq  the  only  real  difliculty  in  the  case, 
is  to  obserA'c  that  the  naked  “ promise  to  pay”  is 
independent  exchangeable  property,  quite  liistinct 
from  the  thing  itself,  and  it  may  circulate  in  com- 
merce just  the  same  as  the  thing  itself.  This  may 
surprise  some  readers  at  first,  but  to  shcAv  its 
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trnth  they  neeil  only  appeal  to  their  owti  daily 
experience,  where  they  see  Hank  Notes,  Cheques, 
and  IJillsof  Exchange,  circulating  to  the  extent 
of  hundreds  of  millions,  and  performing  all  tin- 
functions  of  money.  AVe  shall  sec  below  that  J. 
H.  Say,  whose  doctrines  of  Credit  wc  shall  ex- 
amine in  tlie  next  section,  fully  acknowledges 
that  an  instrnment  of  Credit  has  an  actual  value, 
ami  may  perform  the  duties  of  mniiey. 

'217.  l>ut,  of  course*,  it  is  ((uite  manifest  that 
the  Vali  k of  the  promise  is  tlie  Thing  ami 
consoiiuently  if  the  thing  itself  fails  the  lu'umise 
has  lost  its  value.  This  con>ideration,  tlierefore, 
at  once  indicates  the  limit  of  Credit.  Assuming 
Credit  to  bo,  what  it  is  in  its  be?t  known  tbrm  in 
this  country,  the  promise  to  [)ay  money,  it  is  quite 
clear  that  every  future  payment  has  a present 
vahte.  Consetpicntly,  whenever  the  possession  of 
money  at  any  time  is  actually  certain,  the  Right 
to  receive  it  is  an  exchangeable  Property,  wdiich 
may  be  bought  and  sold. 

218.  Commercial  Credit,  however,  does  not  rest 
npun  so  solhl  a basis  as  the  vertaintt/  of  being  in 
])OSsessiou  of  money,  for  then  it  would  be  as  safe 
as  money  itself,  and  losses  would  be  unknown. 
It  is  based  upon  the  expectation  of  receiving 
money  at  a certain  time.  A trader  buys  goods, 
and  gives  his  promise  to  pay  money,  upon  the 
rea.^onable  expectation  tliat  he  will  be  able  to  sell 
them  for  money  before  tiie  bill  becomes  due ; or, 
at  least,  that  he  shall  be  in  the  possession  of  money 
before  that  time.  That  is,  he  produces^  or  brings 
and  oders  them  for  sale,  in  the  hope  that  they  will 
he  consumed^  or  Itought.  If  he  brings  for\\  ard  for 
jule  more  of  any  species  of  goods  than  is  suitable 
:o  the  circumstauce.s  of  the  time,  so  that  they 
■aniiot  be  sold  at  all,  or  if  they  are  obliged  to  be 
iold  at  a lower  judee  than  they  co.st,  that  i.s  over 
inHluctn}n.  He  must  then  pay  his  bills  out  of  any 
)ther  funds  at  his  disposal,  or  sell  other  property 
0 meet  them,  and  if  he  cannot  do  so  he  is  ruined. 

219.  In  time.s  of  great  speculation  and  great 
luctuationsof  prices,  there  is  an  exceeding  danger 
>f  over  jn'odiiction  by  meams  of  Credit,  e^pecially 
^y  that  abuse  of  it  called  Accommodation  Pai)0r,  j 
vhich  we  have  described.  A new  channel  of 
ra<le  is  opened,  perhaps,  and  the  first  to  take 
idvantagc  of  it  make  great  prolits.  ^Multitudes 
»f  (tthers,  liearing  of  these  great  protit.s,  rush  in, 
ill  ilealing  on  credit.  The  market  is  over.stocked, 
uul  prices  rumble  down,  and  the  credit  created  to 
arry  on  these  operations  cannot  be  redeemed. 
Vot  only  are  the  speculators  in  many  cases  ruined, 
mt  also  frequently  the  banks  which  created  credit 
»y  discounting  these  bills. 

220.  The  instiUitiou  of  Hanks  and  Hankers, 
vho  create  currency  by  means  of  their  Credit, 
ither  in  the  form  of  notes  or  deposits,  giv’cs  a 
:reat  extension  to  the  limits  of  Credit,  Hut, 
levertheless,  the  principle  of  the  limit  remains 
lie  same.  The  increiised  quantity  of  currency 
hey  can  issue  by  means  of  their  Credit,  enables 
hem  to  h»wer  the  rate  of  ilLscouiit.  The^e  baiik- 
ng  debts  take  the  place  of  money,  and  serve  the 
nirposes  of  money  for  all  internal  transacthms. 
Vhen  a banker  lias  created  these  dt-bts  by  buying 
vmimercial  debts,  those  who  are  indebted  to  the 

' anker  must  obtain  a sufficiency  of  money,  or  of 

t ther  bankers’  notes,  or  of  the  banker's  own  notes, 

J discharge  their  debt.  And  if  this  be  done  the 
redit  has  been  sound;  payment  in  all  tliese 


forms,  as  we  have  seen  already,  being  absolutely 
equivalent.  Hence  Ave  see  that  C'redit  is  never 
excessive,  no  matter  what  its  absolute  quantity 
be,  so  long  a^  it  always  returns  into  itself. 

221.  A bankrr,  of  course*,  can  only  maintain 
his  credit  by  being  always  siipiio^ed  to  be  able  to 
cash  any  rea>onab!e  amount  of  his  liabilities  on 
demand.  In  order  to  do  this  he  must  always 
maintain  a ci  rtain  proportion  between  his  liabili- 
ties and  his  cash.  If,  therefore,  an  excessive 
nmnbi‘1*  of  di  bts  be  pressed  on  him  for  sale,  tlie 
same  result  must  follow  as  wlien  an  over-abundant 
sup]>ly  of  any  other  article  is  (ffiVred  for  sale  in 
the  market.  They  must  fall  in  value,  that  i.s,  the 
rate  of  diseoiint  must  be  raised.  Hy  this  means, 
if  done  in  due  time,  over-prcKluction  may  often 
be  arrested,  because  the  ilirtereuce  of  1 per  cent, 
in  tlie  rate  of  disconut  is  sufficient  to  curb  a Ciui- 
siderable  amount  of  enterprise.  If  that  is  not 
sufficient  still  nutre  stringent  measures  must  be 
adoiited  until  it  Is  eflectual.  Hut  the  method  is 
infallible;  b\  raising  the  rate  of  discount  suf- 
ficiently, nearly  all  prodnethtn  might  be  brought 
to  a standstill.  It  is  the  neglect  of  this  precau- 
tionary measure  during  an  excessive  generation 
ot  Credit,  which  drives  bullion  out  of  the 
country,  that  has  led  to  several  Commercial 
(- rise.s.  Hut  this  part  of  the  subject  is  fully 
treated  of  under  Ciusis,  Commercial,  and  Ex- 
changes, Foreign. 

SUCH  IS  THE  GRAND  THEORY  OF 
CREDIT. 


SECTION  TV. 

On  the  Ilidtay  of  Ideas  on  the  subject  of  CVvy/zY, 
and  an  Examination  of  the  Opinions  of  Modern 
Economists  on  it. 

222.  In  th  ; preceding  sections  we  have  given 
an  exposition  of  the  ^Scientific  Theory  and  the 
i\lechauis>m  of  the  system  of  Credit,  which  will 
be  found  to  overthrow  many  of  the  current  notions 
on  the  subject.  It  is  one  of  such  gigantic  import- 
ance tliat  we  must  now  examine  the  opinions  of 
several  emiiunt  writers,  and  see  liow'  far  they 
agree  with,  ami  in  wliat  respects  they  difler  from, 
tiie  views  in  the  preceding  sections,  and  more  par- 
ticularly how  far  they  ditler  from  themselves. 

223.  We  have  shewn  iu  § 87,  that  in  ancient 
times  Demosthenes  clearly  asserted  tliat  Credit  is 
Capital.  W e are  not  aware  that  In  modern  times 

' the  subject  excited  much  attention  till  the  17lh 
century,  when  several  vvTiters,  seeing  the  immense 
I benefit  which  the  Dutch  derived  from  their  bills  uf 
' debt,  wislied  to  introduce  them  into  England,  but 
' the  infiexible  rule  uf  the  coinnnm  law  that  chases 
in  action  coiTd  not  be  transferred,  jireseuted 
I for  a lung  time  an  insurmountable  obstacle  to 
such  a plan.  Soon  after  the  restorafion,  however, 
the  extension  of  commerce  attracted  a great  deal 
' of  attention  tu  the  subject  <d’  Credit,  and  multi- 
I tildes  of  pamphlets  were  published  advocating  the 
I institution  of  public  banks.  The  notes  which 
I were  issued  by  the  private  bankers  of  London 
showed  the  utility  and  the  convenience  of  the 
I invention.  At  last,  after  several  attempts,  the 
Hank  of  Engl  uul  was  founded  in  1694,  with  the 
express  intention,  as  was  very  clearly  stated  by 
its  founders,  of  increasing  the  ijuautity  uf  the 
enrrenev. 
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2*24.  All  these  projects,  however,  were  for  the  i 
jmrpose  of  augmenting  Credit,  that  is,  pa]>er  cur- 
rency convertible  into  specie,  and  tlierefore  of  the 
value  of  specie.  Hut  many  projectors,  not  satis- 
fied with  the  increase  of  the  currency  caused  by 
Credit,  began  to  devise  scliemos  for  creating  pa})cr 
monetf,  that  is,  paper  notes  not  convertible  into 
specie,  a tiling  of  a totally  difierent  nature,  though 
often  confoumied  with  it.  Among  these  were 
Chambcrleii,  Asgill,  Hriscoe,  and  others,  who 
wished  to  found  an  inconvertible  paper  money, 
based  upon  land.  The  most  famous,  however,  of 
tlie  advocates  of  this  plan  was  John  Law,  and  as 
it  was  ill  fact  out  of  tlie  disenssiuus  raised  by  the  j 
terrible  catastrophe  of  the  MLssissijipi  scheme,  i 
that  Modern  Political  Economy  may  almost  be  | 
said  to  have  arisen,  we  may  coufiiie  our  attention  j 
chiefiy  to  him.  ^ 1 

225.  ;\Iost  persons  have  no  otlier  concejition  of 
John  Law  than  as  the  deviser  of  a scheme  w hich 
produced  a great  financial  catastrophe,  somewhat 
similar  to  the  Soutli  Sea  bubble.  The  latter  w'as 
a pure  swindle  and  fraud;  and,  as  both  schemes 
produced  a great  cataslroi>he,  about  the  same 
period,  most  persons  jumble  up  the  two  events, 
and  class  the  projectors  of  both  enterprises  under 
a common  iiaine. 

226.  This,  however,  is  a very  grievous  error 
indeed.  Law'  w'as  neither  a swindler  nor  a rogue. 
Even  his  enemies  and  those  persons  who  were 
opposed  to  his  system,  bear  ample  testimony  to 
his  personal  integrity  and  sincerity,  and  even 
after  the  colla|)se  of  the  system,  the  higher  ranks 
of  the  country  treated  him  wdth  the  greatest  re- 
spect. The  fact  is  that  his  writings  are  divided 
into  two  distinct  classes— those  upon  Banking 
and  Paper  Credit,  and  those  iiiion  Paper  Money. 
His  writings  on  Hanking  and  Paper  Credit,  were 
originally  written  in  French  and  presented  to  the 
Regent  Orleans,  and  were  never,  that  we  know' 
of,  translated  into  English.  His  treatise  on  Paper 
Money  was  originally  published  iu  English,  at 
Edinburgh,  in  1705. 

227.  Nothing  can  be  better  and  sounder  than 
his  writings  on  Hanking  and  Paper  Credit.  They 
were  by  far  the  best  exjiosition  of  tlie  subject  that 
had  then  been  published,  in  fact  they  are  some  of 
the  best  that  exist  to  the  present  day.  Hut  the 
theory  of  paper  money  which  he  adopted  is  a 
totally  distinct  thing,  and  lias  no  connection  with 
his  iloctriues  of  Credit.  It  would  be  out  of  place 
to  examine  his  theory  of  money  here.  That  is 
fully  d'iiie  under  Currency  and  Law*.  But  w'e 
may  observe  that  his  career  w'as,  like  his  writings, 
divided  into  two  distinct  operations.  AVe  have 
seen  under  Hanking  in  France,  that  so  long  as 
he  confined  his  operations  to  legitimate  banking, 
nothing  could  be  more  successful.  There  was 
scarcely  ever  such  a marvellous  restoration  of 
ju’osperity  in  so  sliort  a space  of  time  as  by  the 
in>titntiou  of  Law's  Hank,  And  w'eil  w'ould  it 
have  been  for  him  and  the  country  if  he  had 
stopped  there.  It  was  only  when  he  put  into 
practice  his  theory  of  paper  money  that  the  mis- 
chief was  produced.  Hut  this  does  not  prove  that 
he  W'as  a rogue  ; it  only  shews  that  his  theory  of 
money  w'as  erroneous.  It  is,  nevertheless,  one  that 
has  innumerable  admirers  at  tlie  present  day,  and 
to  shew  its  fallacy  requires  a thorough  knowledge 
of  the  most  fundamental  subtleties  of  Political 
Economv. 
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228,  AVe  have  been  obliged  to  say  this  much 
here  as  a preface  to  quoting  anything  from  Law 
regarding  Credit,  which  must  be  carelnlly  *Hs- 
tinguished,  as  we  have  saiil  above,  Irom  his  doc- 
triiie-s  on  Money.  Hi.-i  w ritings  on  Hanking  and 
Credit  are  contained  iu  ten  Memoires  snr  les 
Bampies,  fifteen  Lettres  .swr iiow7«e.s- addressed 
to  the  Regent  Orlcan.s,  and  some  letters  oil  the 
system,  all  iu  French,  published  in  the  first 
volume  of  Guillaumin’s  Collection  uf  Modern 
Economists. 

AVe  shall  now  shew  that  Law  maintained  that 
Credit  W'as  equivalent  to  an  iiicrea.se  of  money. 
In  the  first  Memoire,  p.  521  of  the  vulmne  just 
mentioned,  Law  says: — “Les  Civilits  sont  ueccs- 
saires  et  utiles ; ils  font  les  nieines  eflets  et  le 
meme  bieu  dans  le  commerce,  comme  si  la  quan- 
tile de  la  monuaie  etait  augmeiilee."  He  ])oiuts 
out  tlie  advantage  England  derived  from  tlie  in- 
stitution of  Credit  during  the  war  with  France, 
and  being  in  gi-eat  difficulty  from  want  of  money 
— “s’est  avisec  d'introduire  des  Credits,  qni  out 
supplce  aux  especes,  etsouieiiu  ses  manutactures, 
et  soil  commerce  qni,  sans  ce  secours,  anraient  etc 
niiuees  par  de  si  longues  guerres  ipii  out  cause 
nil  grand  transport  d'especes,  et  sous  lesquelles 
I'Augleterre  aurait  succombe  sans  les  Ci'edits 
doiit  elle  s'e.-'t  bieu  servie,  Les  Credits  out  non 
seulementsiipplec  aux  especes  qui  etaieiit  irans- 
portees,  mais  out  servi  au  dela,  et  out  augmente 
ses  manufactures  et  sou  commerce,  intone  pendant 
la  guerre.”  He  then  says  “ La  Hauque  est 
I un  espece  de  Credit,”  and  speaking  of  the  Hank 
I of  England — “ mais  le  bieii  que  la  bauque  fait  eu 
; aiigmeiitaut  le  quantite  de  la  moiinaie.”  He 
i shews,  too,  that  its  shares  being  negotiable,  in 
i many  cases  served  the  purjiose  of  money.  At 
p.  545,  he  says “ La  Hanque  d'Aiigleterre, 
outre  ces  coiumoditL's  qu'elle  doniie  aux  iicgo- 
ciants  pour  faciliter  les  payments,  produit  line 
! jdus  forte  circulation,  et  fait  le  meme  elFet  que 
‘ si  la  monuaie  d’Aiigleterre*  etait  coiisidcrable- 
meiit  auginentee,  comnie  je  Tai  deja  remarque.” 
And  at  p.  554:— “Done,  Tintroductiou  d'uii 
Credit,  dau.s  le  commerce  augmenlait  hi  quantite 
de  la  Hioiiuaie  rcellemeiit,  et  faisant  le  meme 
eftet  que  si  elle  etait  auginentee,  par  line  plus  forte 
cireiihition  que  ce  Credit  ](rocure,  doit  diminuer 
le  prix  ou  iuteret  de  Targeiit.”  At  p.  560: — 
“ La  eirculatiou  des  billets  de  la  bauque  dans  les 
provinces  ferait  le  meme  efiet  iiui  si  la  quantile 
des  especes  etait  com>iderabIemeut  aiigmentce, 
et  ])ar  la,  soutieudrait  et  augmeiiterait  Tagricnl- 
ture  et  les  manufactures.” 

Law'  also  saw',  of  course,  that  these  notes,  &c., 
were  of  the  value  of  money,  because  they  were 
exchangeable  for  money — “ ces  billet^  ctant  sup- 
poses au  moiiis  aussi  bieu  qne  rargeut  puisqu*  oil 
les  peut  coiivertir  en  especes  a voloiite.” 

In  the  first  Lettre  snr  les  Banyiies,  he  say's, — 
Si  I'Espagne  avail  cede  le.''  liules  aux  Anglais, 
cette  nation  u'aurait  p;is  taut  profile  de  ce  com- 
merce qu’elle  a profits  de  sun  credit. 

“ Avaiit  le  inort  de  Charle.s  II,  roi  d’Espague, 
le  commerce  des  Indes  a fourni  au.x  Anglais 
environ  25  uiillions  par  auiiee  eu  matieres 
d’ argent;  de  cela  uue  partie  etait  consoinmee, 
uiie  paitie  payait  uue  balance  due  alors  a la 
France,  uue  partie  etait  traiisportee  jiar  la  Com- 
paguie  des  indes  Oriontales  ; il  u'eu  restait 
qu’cuviroii  8 millions;  ainsi,  pour  augrueiiter  la 
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moiinaie  d’Angleterre  de  400  millions,  ii  aurait 
fallii  50  ammcs  d'lm  commerce  bien  n*gle  et  saiia 
interruption,  en  donnant  le  j)rodnit  ot  mamitac- 
tures  du  iiays  en  edian^c  de  cos  matieres. 

“ Par  riutroductioii  du  credit,  rAnglcterre  a 
au^mcnto  sa  momiaie  au-delade  eettesommc,  sans 
avoir  donne  en  eclian^je  aucune  valeur  eu  mar- 
cliaiidise,  car  le  credit  qui  circule  dans  la  ville 
de  Loudres  seule,  monte  a plus  que  les  especes 
moumiyees  de  la  France  et  de  rxVngleterre. 
Ainsi  il  lie  doit  pas  j»araitre  extraordinaire  que 
la  munnaie  soit  si  aboudaute  a Lmidres,  les 
especes  ne  faisant  pas  la  cinqiiieme  partie  de  ce 
que  le  credit  fait. 

“ Le  revenue  de  cette  augmentation  de  la 
monnaie  produit  annuellement  plu.s  que  double 
do  CO  (pie  le  commerce  de.s  Indes  aurait  produit, 
par  uue  augmeutatioii  de  riudu.strie  et  des  luaiiu- 
lacturcs  de  ce  royaiiiue,  qiii  out  ete  portees  si  loin 
fprelles  founiissent  la  plus  grande  partie  de 
TEurope.” 

'2*29.  These  extracts  are  sufficient  to  show  that 
Law  know  and  maintained  that  credit  was  sepa- 
rate and  imlepemlent  exchangeable  property, 
w hich  was  cumulative  prttperty  over  and  above 
sjiecie  and  commodities.  He  never  falls  into  that 
extraordinary  confusion  of  idea  of  believing  that 
Credit  is  the  transfer  of  Capital.  He  sees,  as  we 
have  said  above,  that  Credit  is  to  be  added  to  the 
mass  of  other  exchangeable  i)roperty  (§  23).  So 
also  Melon,  a contemporary  writer,  in  his  Easai 
Folitique  sur  le  Commerce^  in  the  same  volume, 
already  mentioned,  p.  757,  commenting  on  the 
political  arithmetic  of  Sir  W.  Petty,  says  — “Au 
calcnl  des  homines  il  faut  ajouter  le  calcul  de  ce 
qu’ils  valent  par  leur  travail. 

“ Au  calcul  des  valeurs  numeraires,  il  faut 
ajouter  le  credit  courant  du  negodaut,  et  sou 
credit  jiossible.’* 

230.  That  astounding  confiision  of  ideas  which 
prevails  through  so  many  modern  writers  that 
Credit  is  the  Irau.'iftr  of  something  began  with 
Turgot.  When  he  w'as  at  College,  and  only  22 
years  old,  he  began  to  rctlect  on  Law’s  system, 
ami  addressed  a letter  on  the  subject  to  the  Abbe 
de  Cice,  Sur  le  papier  suppled:  d la  monnuie. 
(CEuvresde  Turgot.  IW. /.,  y>.  94.  Edit.  Gail- 
laiunin.)  Tliis  letter  contains  au  expression 
which  has  been  the  key  note  of  a fallacy  wliich 
lias  been  sednlousl}-  propagated  from  that  day  to 
this,  by  a long  scries  of  writers  b(gh  in  Fi*aiice 
and  in  England.  He  says : — En  un  mot  tout 
Credit  est  uu  emprunt,  et  a uu  rap[iort  es- 
seiitiel  a son  reniboursemcnt.”  Here  we  see  the 
first  statement  of  that  gross  confusion  of  ideas  on 
the  subject  of  Credit,  w hich  is  so  prevalent.  Pre- 
cetiiiig  writers  had  ahvays  seen  that  Credit  w^as  a 
species  of  exchangeable  projierty,  which  served 
tile  purpose  of  money.  lint  Turgot  makes  Credit 
to  be  an  opemruni.  To  say  that  Credit  is  a loan 
is  as  grnss  a misconception  of  the  nature  of  the 
thing  as  to  say  tliat  a guinea  is  the  transfer  of  a 
book  ! ^loreover,  the  word  loan  is  ambiguous. 
We  have  fully  explained  the  nature  of  tliis  am- 
biguity in  § 61,  w’here  we  have  shewn  tliat  in 
English  there  is  but  one  word  for  tlie  two  Latin 
ones  mutuum  and  commodum^  in  the  distinction 
between  wiiich  lies  one  of  the  greatest  sulitleties 
in  Political  Economy.  An  operation  on  Credit 
is  always  an  exchange,  where  the  property  of  the 
thing  “lent”  always  passes  to  the  ‘‘borrower,” 
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and  the  “lender”  receives  in  return  the  right,  or 
property,  to  demand  back  an  equivalent  to  the 
thing  “lem”  at  a future  time.  Turgot  rightly 
enough  sa}s  that  every  Credit  implies  a future 
repayment.  Tiiat  is  true;  Credit  means  the 
Right  to  a future  Payment.  And  it  is  precisely 
because  this  Right  is  exchangeable  for  something 
at  a future  period  tliat  it  has  value.  And  it  may 
be  bought  and  sold  like  any  other  species  of  pro- 
jterty.  Wt  shall  sec  afterw'ards  that  J.  B.  Say, 
whose  doct.  ines  w^e  shall  have  to  examine,  fully 
acknowledges  tliis. 

The  Opinion  of  Adam  Smith  on  the  Nature  of 

Credit. 

231.  The  controversies  about  Credit,  of  which 
the  germ  is  contained  in  the  extract  from  Tur- 
got, which  we.  have  given  above,  did  not  commence 
till  after  Adam  Smith's  time.  He,  therefore,  did 
not  discuss  tliem.  Though  his  doctrines  on  the 
powers  of  Credit  are  self-contradictory,  as  wc 
have  siiewm  under  Curkexcy  Principle,  he  is 
perfectly  consistent  with  Iiimself  as  to  the  nature 
of  Credit.  He  uniformly  considers  Credit  to  be 
independent  exchangeable  projierty,  and  w'e  shall 
now*  show  that  he  classes  it  under  Capital. 

232.  In  the  first  place,  we  liave  sliew’ii  under 
Capital,  lliat  Smith,  in  a passage  which  has 
been  most  unaccountably  overlooked  by  nearly 
every  writ<*r,  expressly  enumerates  the  useful 
and  acquired  abilities  of  the  inhabitants  of  a 
country  as  part  of  its  w'calth,  or  fixed  Capital. 
Now  as  a man’s  Credit  depends  ]>urely  upon  the 
belief  in  his  character  and  abilities,  it  is  mani- 
festly according  to  the  very  definition,  Capital  to 
Iiim,  by  means  of  which  he  can  make  a profit. 
Thus  Smith  says,  Book  1,  c. x.— “In  gi’eat towns 
trade  can  be  extended  as  stock  increases,  and  the 
Credit  of  a frugal  and  thriving  man  increases 
much  faster  than  Iiis  .stock.  Ilis  trade  is  ex- 
tended in  proportion  to  the  amount  of  both, 
and  the  sum  or  amount  of  his  profits  is  in  pro- 
portion to  tlie  extent  of  his  trade,  and  his  annual 
accumulation  in  proportion  to  the  amount  of  his 
profits.”  Hence  w’e  see  that  Smith  places  Credit 
on  exactly  the  same  footing  as  stock,  and  as  he 
makes  a profit  by  it  in  the  same  way  as  by  Stock, 
it  is  clearly  capital  to  him  as  w'ell  as  his  Stock. 

233.  But  we  shall  now'  shew  that  Smith  ex- 
pressly includes  Credit  under  the  term  Capital, 
and  says  that  it  produces  exactly  the  same  effects 
as  money. 

Under  the  term  fixed  Capital  he  includes  the 
abilities  of  Ihe  people  upon  which  Credit  depends. 
Under  tlie  leriu  tloating  Capital  he  includes  four 
sorts.  The  first  of  tliese  he  says  is,  “ The  money 
bv  means  of  w’hich  all  the  other  three  are  circu- 
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luted  and  distributed  to  their  jiroper  consumers.” 

Ill  B.  2,  ( . ii.,  he  says,  “ Money,  therefore,  the 
great  w heel  of  circulation,  the  great  instrument 
of  commerc*',  like  all  other  instruments  of  trade, 
though  it  makes  a part,  aud  a very  valuable  part, 
of  the  Capital.,  &c.” 

Tlius  we  sec  that  Smith  expressly  includes  the 
wheel  of  circulation,  or  according  to  a name  it 
has  received  since  his  day,  the  “circulating 
medium,”  part  of  the  Capital  of  the  country. 

He  then  says  that  every  saving  in  the  expeuce 
of  collecting  and  supporting  that  part  of  the  cir- 
culating capital,  which  consists  of  money,  is  au 
increase  of  ihc  neat  revenue  of  the  country. 
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He  says  then,  “The  substitution  of  paper  in 
the  room  of  gold  and  silver  money,  rcjilaci^s  a 
very  expensive  instriiuieiit  of  comm  u'ce  with  one  ^ 
very  much  less  costly,  and  sometimes  equally  , 
convenient.  Circulation  comes  to  be  carried  on  I 
on  by  a new'  wheel,  which  it  costs  less  both  to  i 
erect  and  to  maintain  than  the  old  one.  1 

“There  are  several  difiVront  sorts  of  paper  | 
money,  but  tlie  circulating  notes  of  banks  and  i 
bankers  are  the  species  which  is  best  known,  and  | 
which  seem  best  adapted  for  this  purpose.” 

Thus  we  see  that  Smith  exjiressly  includes  all  | 
forms  of  jiaper  credit  under  the  term  money,  or  | 
circulating  i»ower,  which  he  has  already  said  is  i 
Ca|utal.  . ' 

After  saying  that  if  people  have  confidence  in  | 
a hanker,  his  notes  come  to  have  the  same  cur-  i 
reiicy  as  gold  and  silver;  because  people  believe  ; 
that"^  money  can  always  be  had  for  tliem,  he 
says,  “AVheu  a particular  banker  lends  among 
his  customers  his  own  promissory  notes  to  the 
extent,  wc  shall  suppose,  of  £100,000.  As  these  i 
notes  serve  all  the  purposes  of  nmney,  his  debtors 
pay  liim  the  same  interest  as  if  lie  had  lent  them 
so  much  money.  This  interest  is  the  source  of 
his  gain.  Thougli  some  of  these  notes  are  coii- 
tiuiuilly  coming  coming  back  on  him  for  pay- 
ment, part  of  them  continue  to  circulate  for 
mouths  aud  years  together.  Though  he  has  gene- 
rally in  circulation,  therefore,  notes  to  the  extent 
of  £100,000,  twenty  thousand  in  gold  and  silver 
may  frequently  be  sufficient  provision  for  an- 
sw'cring  occasional  demands.  By  this  operation, 
therefore,  £20,000  in  gold  and  silver  perform  all 
the  functions  which  £100,000  could  otherwise 
have  performed.  The  samc^  exchanges  may  be 
made,  the  same  quantity  of  con.sumable  goods 
mav  be  circulated  aud  distributed  to  their  proper 
consumers,  bv  means  of  his  promissory  notes  to 
the  value  of  £100,000,  as  by  an  equal  value  of 
gold  and  silver  money.” 

Thus  wc  see  that  Smith  says  that  a banker  may 
derive  exactly  the  same  profit  from  the  use  of  his 
Credit  that  he  would  from  actual  money,  and 
therefore  it  is  Capital  to  him.  And  he  shews 
that  it  has  exactly  the  same  effects  on  the  country 
as  S')  mucli  money,  and  therefore  it  is  equally 
Capital  to  the  country. 

He  also  supposes  a case  in  which  the  circulating 
money  of  a country  should  be  £1,000,000  at  any 
time.'  DilTereut  banks  and  bankers  issued  paper 
to  an  equal  amount,  reserving  £200,000  to  meet 
the  demand  for  specie.  “ There  w'oiild  remain, 
therefore,  in  circulation  £800,000  ingold  and  silver 
and  £1.000,000  of  bank-notes,  or  £1.800,000  of  , 
paper  and  money  together.”  Thus  we  see  that  | 
Smith  classes  Taper  Credit  as  iudepeudeiit  ex-  | 
changeable  property,  just  on  tlie  same  footing  as  i 
gold  ami  silver.  He  then  says  that  such  au  eniis-  j 
siun  of  paper  will  release  a quantity  of  the  circu-  j 
biting  money,  and  enable  it  to  be  exjiorted  to  j 
purchase  foreign  goods,  aud  to  be  invested  in  - 
foreign  trade,  aud  he  says. — “Whatever  profit  j 
they  make  will  be  an  addition  to  the  neat  revenue  ^ 
of  tlicir  own  country.  It  is  like  a now*  fund 
created  for  carrying  on  a new'  trade,  domestic  | 
business  being  now'  transacteii  with  paper,  and  ! 
the  gold  and  silver  being  converted  into  a fund  | 
for  this  iiew'  trade.”  He  says  alsf)  that  it  may 
be  apjdied  to  pnrcha.se  an  additional  stock  of 
matt  rials,  tools,  and  provisions,  in  order  to  main-  ' 


tain  and  employ  au  additional  nninber  of  indus- 
trious people,  who  reproduce  with  a profit  the 
value  of  tiieir  annual  con.suinptioii.  * * 

“Wlien  paper  is  substituted  in  the  room  of 
gold  and  silver  money,  the  quantitv  of  the  mate- 
rials. tools,  and  inaintenauce  wliicli  the  whole 
circulating  capital  can  supply,  may  be  increased 
bv  the  whole  value  of  gold  and  silver,  w hich  u.sed 
to  be  emploved  in  purcliasing  them.  * * 

“AVlieii,  therefore,  by  the  substitution  of  paper 
the  gold  aud  silver,  necessary  for  circulation,  is 
reduced  to,  ]>erhai»s,  a fifth  part  of  the  former 
ipiantity,  if  the  value  only  of  the  greater  part  of 
the  other  four-fifths  !>e  added  to  the  fumls  wliich 
are  destined  for  tlie  maintenance  of  iiuliistry,  it 
must  make  a very  considerable  addition  to  the 
quantity  of  their  industry,  and  con3e([uently  to 
tlie  value  of  the  animal  produce  of  land  and 
labour. 

234.  In  spe.aking  of  bankers  he  says: — “It  is 

chietly  by  discounting  Bills  of  Exchange,  that  is, 
by  advancing  money  upon  them  before  they  arc 
due,  that  the  great  jjart  of  banks  and  bankers  issue 
their  promissoj'y  notes.  * * The  banker 

who  advances  to  the  merchants,  whose  bill  he 
discounts,  not  gold  and  silver,  but  his  own  pro- 
missory notes,  has  the  advantage  of  being  able  to 
discount  to  a greater  amount,  by  the  whole  value 
of  his  ])romissory  note.s,  w'hicli  he  finds  by  ex- 
perience are  commonly  in  circulation,  lie  is 
thereby  enabled  to  make  his  clear  gain  of  interest 
on  so  much  a larger  sum.  * * ♦ 

“The  banks,  when  their  customers  apply  to 
them  for  money.,  generally  advance  it  to  tliem  in 
their  own  promissory  notes.  These  the  merchants 
pay  away  to  the  manufacturers  for  goods,  the 
manufacturers  to  the  fanners  for  materials  and 
provisions,  Ihe  farmers  to  their  landlords  for  rent, 
the  landlords  repay  them  to  the  merchants  for  the 
conveniences  and  luxuries  with  winch  they  supply 
them,  aud  the  merchants  again  return  them  to  the 
bank  in  order  to  balance  their  casli  accounts, 
or  to  replace  w hat  they  may  have  borrowed  from 
them  ; and  thus  almost  the  wiiole  money  business 
of  the  country  is  transacted  by  moans  of  tliem.” 

235.  Thus  Smith  dearly  places  Paper  Credit 

on  exactly  the  same  footing  as  ]\l(Uiey.  He 
shewed  that  traders  made  a profit  by  their  credit, 
and  in  the  last-mentioned  passages  he  sliews  how 
bankers  make  a profit  by  their  credit,  and  how  in 
])i-ocess  of  time  the  greater  jiart  of  tlic  circulation 
of  the  country  is  carried  on  by  Credit.  In  IL  IL, 
c.  IV.,  he  says  : — “ Tlie  stock  w inch  is  lent  at  inte- 
rest is  alway.s  considered  as  a Capital  by  the 
lender.”  Then  a little  after — “Almost  all  liKins 
at  interest  are  made  in  money,  eillier  of  i>aper  or 
of  gold  and  silver.”  * * “ The  quantity 

of  stock,  therefore,  or,  as  it  is  conimmily  exi>ressed, 

money  which  can  be  lent  at  interest  in  any 
country,  is  not  regulated  by  the  value  of  the 
money,  whether  paper  or  coin,  &e.” 

236.  Thus  Smith  expressly  classes  Paper  Credit 
under  the  term  Capital,  and  therefore  it  must  bo 
productite.  It  ha.s  jmz/ded  many  persons,  liow- 
ever,  to  conceive  how*  Credit  can  be  Productive. 
This,  of  course,  manife.stly  turns  on  the  meaning 
of  Productive.  We  have  fully  shew'ii  under  Pho- 
DLXTioN  the  extension  of  meaning  which  Smith 
gave  to  prodncficc  labour,  beyond  that  in  which 
it  w as  used  by  the  French  J'lcoiioinist.s,  He  says 
that  there  are  four  w'ays  in  which  Capital  may 
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be  einployed  productively  (B.  IT.,  c.  v.) — 1st,  in 
procuring  rude  produce  ; *2udly,  in  manufacturing 
it ; 3rdly,  in  transporting  it  from  place  to  place  ; 
4tlily,  in  dividing  it  into  small  parcels  to  suit  the 
convenience  of  customers.  Hence  we  see  that  he 
says  Capital  may  be  prothictireiy  employed  in 
buying  and  selling.  Now,  of  course,  it  will  be  at 
once  seen  that  Credit  i.s  employed  in  buying  and 
selling.  Smith  says  that  the  labour  of  wholesale 
and  retail  dealers  is  productive  because  it  adds  to 
the  value  of  the  commodities  they  deal  in.  But 
persons  can  buy  and  sell  with  Credit  equally  well 
as  with  money.  Hence,  their  labour  is  just  as 
much  proflucfife  in  tlie  one  case  as  in  the  other. 
And  here  we  see  at  last  the  root  of  the  difficulty  , 
which  many  persons  have  in  conceiving  that  i 
Credit  is  productive  capital,  because  they  evi-  1 
dently  mean  by  ]troductiou  an  increase  of  qftan- 
tihj.  But  the  fact  is  that  circulation  is  oue  species 
of  production,  and  hence  the  circulating  power  is 
Capital.  Now  the  circulating  medium,  as  every 
oue  knows,  is  Money  and  Credit.  As  Smith  , 
snj's  (H  III.,  c.  I.) — “The  great  commerce  of 
every  civilized  society  is  that  carried  on  between 
tlie  inhabitants  of  tlie  town  and  those  of  the 
country.  It  consists  in  tlie  exchange  of  rude  for  ■ 
manufactured  produce,  either  immediately,  or  by 
the  intervention  of  money,  or  of  some  sort  of 
paper  which  represents  money,”  * ' 

The  extracts  which  we  have  laid  before  our 
readers  are  quite  sufficient  to  shew  that  Adam 
Smith  never  committed  the  extraordinary  error 
of  supposing  that  Credit  is  the  transfer  of  Capital, 
as  is  so  common  at  lu-esent.  It  is  quite  evident 
that  he  always  knew  that  Credit  is  independent, 
exchangeable  ]jroperty,  and  that  it  is  PRO- 
DUCTIVE CAPITAL. 

On  the  Opinion  of  Jean  Baptiste  Say  respecting 
the  Nature  of  C "redit. 

237.  AVe  now  have  to  examine  the  opinions  of 
J.  B.  Say  respecting  Credit,  as  it  is  he  who,  fol- 
lowing up  the  erroneous  notion  of  Turgot,  in- 
vented the  phrase  which  so  many  untiiinking 
writers  have  echoed  from  that  day  to  this,  that 
those  who  consider  Credit  to  be  Capital,  maintain 
that  the  same  thing  can  be  in  two  places  at  once! 

238.  Credit,  as  we  have  shewn  in  the  preceding 
sections  ol  this  treatise,  is  a species  of  inc(uqa>real 
property,  mul  was  always  well  understood  to  be 
so.  until  Turgot  originated  the  erroneous  notion 
tliat  it  was  a loan,  or  i\\t  transfer  oi  something 
The  question  of  Credit,  therefore,  involves  that 
of  the  admission  of  incorporeal  property  into 
Political  Kcoiiotny. 

239.  It  is  very  commonly  stated  that  J.  B.  Say 
M’as  the  lirst  Kcmiomist  to  introduce  immaterial  j 
j)nKlucts  into  Political  Econoni}'.  We  havealready  i 
shewn  that  tliis  is  erroneous.  AVe  have,  besides, 
shewn  under  Capital,  that  Say  lias  put  fortli  the 
most  self-contradictory  opinions  on  the  subject. 
AVe  have  shewn  that  in  one  place  he  says  tiiat 
immaterial  products  are  not  capital,  and  that 
the  talents  and  abilities  of  the  people  are  not  part 
of  the  wealth  of  the  country  ; and  that  in  another 
jilace  ho  says  that  they  are  to  be  counted  as 
wealth.  That  in  one  place  he  maintains  that  all 
transferable  cajiitai  is  composed  of  material  pro- 
ducts, having  an  intrinsic  value,  and  that  it  is  not 
possible  to  amass  and  transmit  to  another  person  | 
any  but  values  incorporated  in  material  objects,  ! 


and  yet  in  a note  to  this  very  passage  he  says 
that  thor-*  are  capitals  not  incorporated  in  any 
material  tilings,  such  as  the  client*>lle  oi  a notary, 
or  of  a commercial  enterprise.  And  in  the  same 
volume  h"  enumerates  other  capitals  not  incor- 
porated in  material  objects,  such  as  copyright, 
the  gooduill  of  a business,  wliicli  he  says  may  be 
bought  and  sold. 

240.  Eronomists  seem  to  be  the  chartered  liber- 
tines of  s(  ience.  Of  all  the  sciences  it  seems  to 
be  the  only  one  in  which  writers  are  permitted  to 
utter  the  most  contradictory  opinions,  and  yet  to 
be  considered  as  authorities.  AVe  have  seen 
Say’s  self-contradiction  on  the  subject  of  Capital ; 
we  shall  now  find  that  he  is  eipialiy  self-contra- 
dictory on  the  subject  of  Credit. 

In  the  first  place  he  has  fallen  into  that  confu- 
sion of  idea  about  value,  which  has  ruined  so 
much  of  modern  eeomnnics.  He  repeatedly 
speaks  of  Intrinsic  A'alue,  and  of  A'ahie  being 
something  inherent  and  innate  in  a matter,  and 
yet  he  sa^  s,  Traite  d Kconomie  Politique^  p 57— 
“Lavaleiir  qne  les  homines  attachent  aux  choses. 
* * 'Toujours  est  il  vrai  que  si  les  homines 

attachent  de  la  valeiir  a une  cliose,  &c. and  in 
a note  to  this  jmssage  he  says — “ Ce  n’est  pas 
iei  le  lieu  ^examiner  si  lavaleur  que  les  homines 
attaciient  a line  chose  est  proportioniiee  ou  non  a 
sou  utiliu-  reelle.  La  juste  appreciation  des 
choses  dejtend  dii  jugement,  des  lumieres,  des 
habitudes,  des  prejuges  de  ceux  qui  les  appre- 
cient.  Une  saiue  morale,  des  notions  precises  siir 
lenrs  verilables  iuterets,  coudulseiit  les  homines  a 
une  juste  appreciation  des  vrais  biens.”  Now 
what  can  be  more  self-contradictory  than  the  no- 
tion that  value  is  somethiyg  inherent  in  the 
substances  themselves,  and  then  to  say  that  it 
entirely  depends  ou  the  judgment,  the  knowledge, 
the  habits,  and  the  prejudices  of  men  ? 

241.  Having  thus  shewn  his  self-contradictions 
on  the  conception  of  Ahilue,  we  shall  now  come 
to  his  conception  of  Credit,  la  B.  1.,  c.  i.,'of  his 
Traite,  aftiT  speaking  of  things  of  value,  such  as 
the  earth,  metals,  money,  corn,  stufis,  &c.,  he 
says : — “ Si  J'ou  doniie  aussi  Ic  noin  dc  richesses 
a des  contiats  de  rentes,  a des  effets  de  counnerce, 
il  est  evkh  nt  que  e'est  parce  qu’ils  reufenneiit  uii 
engagement  pris  de  livrer  des  choses  qui  out  une 
valeiir  par  dies  memes.” 

Ami  in  hi3C<u/r«  ComplctiT Economic  Politique, 
Part  I.,  ch  1,  Vol.  I.,  p.  (j7,  he  says: — “La  pos- 
session exclusive  qui,  au  milieu  d’une  uombreuse 
reunion  d’huinmes,  distingue  iiettenient  la  pro- 
jiriete  d’une  autre  iiersoime,  fait  que  dans  Tusage 
cominun,  C‘tte  sorte  de  biens  est  luseulea  laquelle 
011  doiine  h nom  de  Richlsse.  * * C’est 

la  que  ^hIlnent  se  ranger  non-seulemeut  les 
chose.s  capables  de  satisfaire  directement  les  be- 
suiiis  de  rhi>mme,  tel  que  Tout  fait  la  nature  et  la 
societe,  luais  les  choses  qui  iie  peuvent  les  satis- 
faire qu’  indirectemeiit  en  foiiniissant  des  mo^'ens 
de  se  iivocurer  ce  qui  sert  imuKMiatcinent,  coiuiue 
I’argcut,  Its  TITRES  DE  CREANCES,  les 
coutrats  de  rente,  &c.” 

Thus  we  see  that  Say  expressly  enumerates 
Debts,  or  <?eedit,  as  AVealtu. 

242.  Moreover,  in  B.  ch.  30,  of  tlie  Traite, 
he  says: — Une  billet  a ordre,  une  leltrede  change, 
sout  des  obligations  coutractees  de  payer,  ou  de 
faire  payer,  uue  suiume  soit  duns  uii  auU*e  temps, 
soit  daus  un  autre  lieu. 
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»Lc  droit  attache  h.  ce  mandat  (qnoique  sa 
valetir  ne  soit  pas  exigible  & rinstant  et  an  lieu 
ou  Ton  est),  lui  donne  iicaumoius  une  AL^leeb 
Acti’elle,  plus  ou  nioins  forte.  Ainsi  un  effet 
de  commerce  de  cent  francs,  payable  a Paris  dans 
deux  mois,  se  nogociera,  ou,  si  Ton  vent,  se  vendra 
pour  le  prix  de  99  francs;  unc  lettre  de  change 
de  pareille  somme,  payable  .A  Marseille  au  bout 
du  ni^me  espace  de  temps,  vaudra  actuellenient  a 
Paris  peut-etre  98  francs. 

“ Des-lors  qu’une  lettre  de  change  ou  un  billet, 
en  vertu  de  leur  valeur  future,  out  une  A^aleer 
Actuelle,  ils  peuvent  etre  employes  en  guise  de 
4'  moiiiiaie  dans  toute  espece  d’aehats,  aussi  la  plu- 
\ part  des  grandes  transactions  du  commerce,  se 

r^gleut  elles  avec  des  lettres  dc  change.” 

Thus  we  see  in  this  passage  that  Say  maintains 
exactly  the  same  doctrine  as  \ve  have  set  forth  in 
V tltc  preceding  sections,  that  an  instrument  of 

f Credit  is  a present  iHglit  to  a future  payment,  and 

' that  it  is  separate  ami  independent  exchangeable 

iiroperty,  That  is,  that  Cbeoit,  or  Debts,  are 
AVEALTH. 

243.  AA'e  may  also  quote  another  passage  from 
his  Cours  {Part  III.,  Division  III.,  ch.  27,  p. 
4(U,  Vol.  I.)  : — “ Il  y a neanmoins  uue  observa- 
tion importante  a faire  relanvemeut  aux  signes 
ivpreseiitatifs  des  monnaies.  C’est  qu’ils  sent 
capables  de  reiulre  uu  service  exactement  pared 
au  service  que  peuvent  rendre  les  monnaies  (juMls 
rcprcsenteiit.  Si  quelqu’un  souscrivait  un  en- 
gagement par  lequel  il  s’obligerait  a livrer,  a une 

] epoqiie  designee,  un  iiiauteau  fait  de  telle  ou 

telle  faijou,  cette  promessc,  quoiqu’elle  fdt  en 
I quehiiie  sorte  un  sigiie,  un  gage  de  la  possession 

I (hi  mantcau,  lie  saurait  eii  tenir  lieu  ; car  une 

r feuille  de  papier  ne  garantit  pas  du  froid,  comme 

' fait  un  manteau  ; tandis  que  les  signes  qui  repre- 

I sriitent  la  inonnaie,  peuvent  la  remplacer  com- 

\ ])Ictement,  et  rendre  tons  les  services  que  Ton 

r pi  nt  atfeiidre  d’elhi.  En  effet,  les  qualitcs  qui 

font  qu'un  sac  d’argent  nous  sert  dans  iios 
echanges,  peuvent  toutes  sc  trouver  daus  une 
billet.  Ces  qualites,  vous  vous  le  rappelez, 
consistent : 

“D’abord  dans  la  Wleeu  qii’il  a.  On  pent 
donner  « un  billet  exacternent  la  meme  valeur  qiCd 
nue  somme  dargent,  cii  donnant  au  porteur  le 
droit  de  toucher  la  somme,  de  manierc  a lui  oter 
toute  impiietudo  sur  ce  remboursement , eVst 
ainsi  (lu'im  billet  de  banque  pent  circuler  dix 
aiis  cu  cons(‘rvant  uue  valeur  de  niille  francs  sans 
qu*il  soit  rembourse,  seulenient  parce  qu’on  est 
convaincu  qu’il  Ic  sera  du  moment  (pie  le  liorteur 
le'  voudra.  * ♦ * 

“ A'ous  voyez,  Messieurs,  que  toutes  les  qua- 
I lites  utiles  de  la  moiinaie  peuvent  se  retrouver 

dans  nil  signe  represeutatif,  (pii  n'a  aucuiie  valeur 
par  lui-meme,  et  tire  de  la  moiiiiaie  meme,  toute 
Celle  (pie  Ton  vent  bieu  lui  accorder.” 

4 Hence  we  see  that  these  passages  assert  as 

r clearly  and  explicitly  as  it  is  possible  that  lan- 
guage can  do,  that  Credit  may  be  in  all  respects 
e(iuivaleut  to  money,  and  therefore  that  it  may 
be  Capital,  just  as  money  may. 

244.  Having  thus  laid  before  our  readers  these 

I explicit  declarations  of  Say,  that  Credit  is  AA'eallh, 

we  will  now  place  before  them  the  passage  which 
has  been  the  foundation  of  such  au  immense  amount 
of  misconception.  lie  says,  Traite,  B II.,  c.  8 : — 
“ Un  s’iiuagiue  quelqiiefois  que  le  Credit  multiplie 
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lescapitaux.  Cette  eireur  qui  sc  trouve  frcqnom- 
ment  reproduite  dans  une  foule  d’ouvrages,  dont 
quelques  lines  sout  memes  ecrits  ex  professo  sur 
recouoniie  politique,  suppose  niic  ignorance  abso- 
lue  de  la  nature  et  des  functions  des  capitaux. 
Un  capital  est  toujuurs  une  valeur  tres-reelle,  et 
fixee  dans  une  maticre;  car  les  produits  imma^ 
tcriels  ne  sout  pus  snsceptibles  d accumulation.  Or 
un  produit  materiel  ne  saurait  etre  en  deux  en- 
droits  d lafois,  et  servird  deux  persomies  en  meme 
temps.  Les  constructions,  les  machines,  les  pro- 
visions, lesniarchandisesqui  composent  mon  capi- 
tal, peuvent  en  totalite  etre  des  valours  que  j’ai 
enipruntecs ; daus  ce  cas,  j’excrce  une  iudustrie 
avee  uu  capital  qui  ne  m’appartient  pas,  et  que 
je  lone;  niais,  a coup  sur,  ce  capital  que  j'emploie 
n’est  pas  employe  par  uu  autre.  Celui  qui  me  lo 
prete  s’est  iiiterilit  le  pouvoh*  de  le  faire  travailler 
ailleurs.  Cent  persunnes  peuvent  meriter  la 
meme  coufiance  que  moi ; niais  ce  Cri-dit,  cette 
confiance  meritce  ne  multiplie  pas  la  somme  des 
capitaux  disponibles ; elle  fait  seulement  qu’on 
garde  moins  de  capitaux  sans  les  faire  valoir.” 

He  also  says  in  his  Cours  (Part  c.  9^ — 
“Le  nianufacturier  qui  achete  a Credit  des  ma- 
tieres  premieres,  emprunte  a son  vendeur  la  valeur 
de  ces  marchaudises  pour  tout  le  temps  ou  ce  der- 
nier lui  fait  Cri^dit ; et  cette  valeur  qu’on  lui 
prete,  lui  est  fournie  eu  marchaudises  qui  sout  des 
valeura  materielles. 

“ Or,  si  Ton  ne  pout  pretcr  et  empnintcr  nne 
portion  de  Capital  qu’eu  objets  effectifs  et  mate- 
riels,  que  devieiit  cette  maxiine  que  le  Credit 
multiplie  les  capitaux  ? Mon  Credit  pent  bien 
faire  que  je  dispose  d’uue  valeur  malerielle  qu’un 
capitiilisle  a mise  en  reserve ; niais  s’il  me  la 
prete,  11  faut  qu’il  demeure  prive ; il  ne  pent  pas 
en  meme  temps  la  preter  a uue  autre  persoiine ; 
la  meme  valeur  ne  saurait  servir  deux  fois  eu 
meme  temps;  rentrepreueur  qui  emploi  cette 
valeur,  qui  la  consomme  pour  accomplir  sou 
operation  productive,  empeche  qu’aucuu  autre 
enlrepreiieur  puisse  reinployer  dans  la  sienne.” 

245.  We  have  now  to  remark  upon  the  extra- 
ordinary self-contradictions  of  Say.  He  tells  us 
exjiressly  that  instruments  of  Credit  have  an 
actual  value  in  respect  of  their  future  payment, 
and  that  tliey  may  be  made  to  have  precisely  the 
same  value  as  money  itself,  and  may  be  em- 
ployed ill  purchases  in  all  respects  exactly  in  the 
same  maimer  that  money  may.  Now  this,  of 
course,  by  implication,  admits  that  they  may  be 
Capital,  because  immey  is  only  used  as  Capital, 
by  being  employed  in  buying  ami  selling. 

24t>.  Having  laid  this  down  as  clearly  as  can 
be,  we  have  now  to  sec  ho>v*  Say  proceeds  to 
contradict  himself.  He  says,  in  the  passages  la>t 
(luoted,  that  Capital  is  always  a very  real  value 
fixed  in  a matter ! Why  he  himself  has  told  us 
that  there  is  incorporeal  Capital  /it>^  fixed  in  any 
matter  whatever,  such  as  Coiyright,  tlie  goodwill 
of  a business,  Ac.,  &c.  He  then  says  that  imma- 
terial products  are  not  capable  of  uccumulatiou ! 
AA^hat ! Cannot  a mau  be  possessed  of  <£100,000 
of  Funded  Property  ? And  of  the  Copyrights  of 
Books,  Ac.,  and  of  a number  of  Bills  of  Ex- 
change ? lie  then  says  that  a material  product 
cannot  be  in  two  places  at  once.  But  wlio  said 
it  could— except  Sir  Boyle  Roche,  the  famous 
Hiberuiau,— aud  even  he  limited  this  power  to 
birds.  Neither,  however,  can  au  immaterial 
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product  ho  in  two  places  at  once,  tliat  wo  are 
aware  of;  so  that  it  makes  not  much  ditlVrence  as 
to  its  capacity  of  bein<?  in  two  places  at  once, 
whether  the  iwoduci  is  material  or  immaterial, 
lie  says  that  the  material  mercliamlise  hut  can- 
not serve  two  persons  at  once.  No  one  said  it 
could;  but  that  has  notliinjt  to  do  with  the 
question.  Because  it  is  not  the  nuTchaiidixe 
which  is  the  Credit,  but  the  Debt  created  in  ex- 
change for  the  merchandize^  Avhich  is  a valuable 
property  in  itself,  ami  may  cither  be  used  to  buy 
other  articles,  ami  therefore  is  productive  Capital, 
or  else  it  may  be  discounted  by  a banker,  and  the 
proceeds  used  in  the  same  maimer. 

*247.  But  Say  liimself  calls  these  instruments 
of  Credit,  Capital.  In  his  Cours  ( Partie  Ill.^ch, 
xviii.)  lie  says:— ‘‘Tout  particulier  jteut  sous- 
crire  un  billet  ordinaire,  et  le  donner  en  paiement 
d*mie  marchaiulise,  ])ourvii  que  le  vendeur  con- 
sente  k lo  recevoir  coniine  si  e'etait  do  rar;^ent. 
Ce  vendeur  k sou  tour,  s’il  cst  acheteur  d'une 
autre  mardiamlise,  pent  donner  le  meme  billet 
en  paiement.  Le  second  acquereur  pent  le  passer 
a un  troisieme  dans  le  memo  but.  Voila  im  eii- 
|,^agement  qui  circulc;  il  sort  a qni  veut  vendro; 
il  sert  a qui  veut  adieter;  il  remplit  roliice  d'une 
Somme  de  mounaic. 

“La  valeur  d'une  sijriie  depend  dc  la  valcur  de 
de  la  chose  si{,mitiee;  inais  pour  qnc  cetto  valcur 
soit  precisomont  aussi  ;,waiide  (juc  cdle  do  la 
chose  dont  die  cst  la  ga;re,  il  faut  mm-senleuiciit 
que  le  paiement  da  billet  suit  indubitable,  mais 
qii’il  puissc  etre  exigo  a I’instant.  * * 

“ Si  les  billets  de  confuincc  i»euvent  remplacer 
corapletemeut  la  moimaie  mdalliipie,  il  est  evi- 
dent qu’une  baiique  de  circulation  augmente 
veritablemont  la  somme  des  ridiesses  natioiiales ; 
car  dans  ce  cas  la  riclicsse  im.HalIique  devenaiit 
supertiuc  comme  agent  do  circulation,  ct  conser- 
vant  neanmoins  ime  valeur  propre,  devient  une 
valeur  dispouible,  ct  pent  servir  a d’autres  u.sago.s. 
jMais  comment  s’opere  cette  substitution  ? Quelles 
en  sent  les  bonies  ? Quelle.s  classes  de  la  socioto 
font  leur  profit  de  rintoret  des  uouveaux  fonds 
ujouth  aux  capitanx  de  la  nation  ? 

“ A niesnre  qu’unc  bainiue  met  ses  billets  dans 
la  circulation  et  que  le  public  consent  h Ics  re- 
cevoir  sur  le  meme  pied  que  la  mounaic  motal- 
lique,  le  nombre  dos  iinitos  monetaires  augmeiite. 
♦ ♦ Les  persomies  qui  font  la  si>eculatioii 

d’envoycr  des  mfnuaie.snu'tailiqucsdansi’otranger, 
apres  les  y avoir  vendues,  on  les  avoir  employees 
a des  achats  dc  niarchaiulises,  out  soin  de  se  faire 
adres^r  rc(iuivalcut  de  leurs  achats.  Ce  sont  la 
des  richesses  reelles  des  valours  ajoufees  a nos 
capitaux,  des  valours  sur  lesquelles  pent  s'excrcer 
notre  industrie,  et  que  notre  Industrie  retablit  a 
mesure  qu’elle  les  consomme,  pour  fournir  des 
avances  a une  production  nouvclle.  Nous  aeons 
des  capitanx  de  pluSy  et  la  valeur  capitale  qui 
servait  auparavant  aux  besoins  dc  notre  circula- 
tion, ii'est  pas  moimli'o,  puisqu'elle  cst  remplacec 
chez  nous  par  uu  sigue  representatif  qui  cu  tieiit 
lieu  parfaitemoiit. 

“ 11  lie  faut  pas  pourtant  pas  qu’on  s’imagine 
que  la  valeur  rotirec  do  la  somme  des  moniiaics 
et  ajoutoe  a la  somme  descapitaux-niarchandises, 
egale  la  somme  des  billets  eii  emission.  Ceux-ci 
ne  representent  la  raonuaie  qu'autant  qu’on  est 
toujours  en  mesure  de  les  payer  a bureau  ouvert ; 
et  pour  cela,  la  banqiie  est  obligee  degarder  dans 
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ses  coffi-os,  ef  par  consequent  de  rctirer  do  la  cir- 
culation unc  somme  quelcoiniuc  de  nuniorairo. 
Si,  par  suppositiun,  die  met  dans  la  circulation 
])oiir  cent  in  llioiis  de  billets,  ellc  rotircra  pent- 
ctre  40  millions  d’especes,  qu’clie  iiicttra  eii  re- 
serve peur  faire  face  aux  remboursemens  qui 
; pimrraient  Ini  ctre  eveiituellemciit  demainh's. 
Or,  si  die  ajoute  a la  quantite  de  monnaie  en  cir- 
culation, 100  millions,  et  si  die  en  retire  40  de 
la  circulation,  e'est  comme  si  die  cn  ajuutail 
sciilemeiit  Gt^ 

“Nous  duvons  a present  desirer  de  savoir 
quelle  classc  de  la  societe  jouit  de  Tusage  de  ce 
NOUVEAL  CAPITAL.” 

Say  tiieii  goes  on  to  explain  how  this  new 
capital  is  employed,  and  who  reajis  tlie  profit 
of  it. 

Thus,  J.  It.  Say,  who  is  supposed  to  be  the 
Economist  j ar  excellence^  who  has  ]n*oved  that 
those  writcr>  who  maintain  thatC'redit  is  Capital, 
are  such  p-or  nniddle-hcailed  creatures  as  to 
think  that  the  same  thing  can  be  in  two  jilaces  at 
once,  liimself  expressly  declares  that  CREDIT 
IS  CAPITAL ! ! ! 

On  the  Opinion  of  Mr.  J.  S.  Mill  on  the  subject 

of  Credit. 

248.  Tur^'ot,  we  have  seen  above,  was  the 
writer  who  started  the  erroneous  notion  that 
Creilitwas  the  transfer  of  something,  and  J.  B. 
Say  extended  this  error  by  saying  that  credit 
could  not  multiply  capital,  because  the  same 
thing  could  not  be  in  two  places  at  once.  These 
two  scnteiuTs  have  been  repeated  by  a miiltitudo 
of  umhiiiking  witers  in  France  and  England, 
fr(»m  that  d iy  to  lliis.  The  number  of  writers 
w ho  have  rederated  these  absurdities  is  so  great 
that  we  cannot  allbrd  room  to  examine  them  all. 
We  have  only  room  to  examine  what  Mr.  J.  S. 
Mill  has  said,  and  to  see  whether  he  is  mure  con- 
sistent with  liimself  than  Say. 

A\c  have  shown  under  We.\lth,  and  Mile, 
J.  S.,  the  imstemly  conception  which  Mr.  Mill 
has  of  the  dcfiiiitiou  of  Wealth.  At  p.  8, 
VoL  he  suys—“  Everything  forms,  therefore,  a 
part  of  AVealth,  which  has  a power  of  piirchas- 
ing.”  And — “Money  being  the  instrumeut  of  an 
important  public  and  private  inirpose,  is  rightly 
regarded  as  Wealth  ; but  everything  else  which 
serves  any  linmaii  purpose,  a'nd  wdiich  nature 
does  not  ail’urd  gratuitously,  is  AA'eaitii  also.” 
Here,  therelore,  are  propositions  of  tlie  widest 
generality,  ^vdiicll  assert  that  whatever  can  be 
bought  and  f^old,  no  matter  what  its  nature  be,  is 
AVealth.  Consequently  if  Bank  Notes,  Bills  of 
Exchange,  ^c.— or  Credit — can  be  bought  and 
sold,  they  are  AVealth,  by  the  very  force  of  the 
definition. 

240.  Let  us  uow  turn  to  Mr.  Mill’s  defini- 
tion of  Capital.  He  tells  us,  B.  L,  c.  iv., 
that  money  may  be  productive  capital  by  being 
exchanged  for  other  things,  ami  that  anything 
which  is  susceptible  of  being  exchanged  for  other 
things  is  capable  of  contributing  to  production 
in  the  same  degree.^  That  is  to  say,  without  in- 
quiring here  what  is  meant  by  production,  he 
says  that  money  may  be  productive  capital  by 
being  used  in  a certain  way,  and  that  anything 
which  may  be  used  in  a similar  w'ay  may  be  pro- 
ductive Capital  a.s  much  as  money.  Now  it  is 
perfectly  well  known  that  Bank  Notes,  Bills  of 
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Exchange,  &c.— or  Credit — may  be,  and,  arc  ex- 
changed for  other  things  just  as  money  is.  Hence 
this  sentence  expressly  implies  that  Credit  may 
be  productive  Capital  just  as  much  as  money. 

250.  Thus  we  see  that  Mr.  Mill  hiis  already  by 
implication  admitted  tliat  Credit  may  be  Capital. 
Ami  this  doctrine  w o shall  find  he  still  more  ex- 
plicitly states  when  lie  speaks  of  Credit  itself. 
Cliap  xi.,  B.  III.,  is  headed,  “ Of  Credit,  as  a sub- 
stitute for  money.”  Now  w^e  observe  that  if  one 
thing  is  to  be  a substitute  for  another,  it  must  be 
of  the  same  general  nature.  Not  so  high,  or  ex- 
cellent in  degree,  porliaps,  but  still  it  must  be  of 
the  same  kind.  Things  of  totally  different  natures 
cannot  be  substituted  for  each  other.  Thus,  for 
instance,  if  a man  cannot  get  xxx  ale  he  may  have 
to  put  up  with  swipes  as  a substitute.  But  a pair 
of  shoes  could  never  be  a suhstiUde  for  a glass  of 
ale.  If,  therefore,  Credit  is  to  be  a substitute  for 
money,  it  must  be  of  the  same  general  nature  as 
money.  Now  money,  as  every  one  knows,  is 
separate  and  independent  exchangeable  property, 
and  consequently  Credit  must  be  so  also.  Aloney, 
if  used  in  a certain  w^iy,  is  Capital ; Credit  must 
also  be  capable  of  being  used  as  Capital  as  Avell. 
If  money,  therefore,  is  capable  of  being  productive 
Cajiital,  Credit  must  be  so  likewise. 

251.  Passing  over  the  beginningof  this  chapter, 
to  w'hich  v*e  shall  revert,  Mr.  Alill  says  in  § 3,— 
“For  Credit,  though  it  is  not  productive  power,  is 
purchasing  power.”  Now  here  is  a striking  con- 
tradiction already  to  what  he  had  said  before. 
For  in  B.  1.,  as  w'c  have  already"  shcw'ii,  he  says 
that  anything  Avliich  has  power  of  purchase  is 
AVealth,  Here  he  admits  that  Credit  is  pur- 
chasing power,  and  therefore,  by  his  own  shewing, 
if  it  is  purchasing  pow'cr,  it  is  AVealth ; and  if  it  is 
AVealth,  it  may,  by  his  own  admission,  be  produc- 
tive Cajiital. 

252.  In  § 5,  he  says,  that  a form  “in  which 
credit  is  emjiloycd  as  a substitute  for  currency  is 
that  of  promissory  notes.”  lii  § G,  he  says,  another 
mode  “of  making  credit  answer  the  purposes  of 
money,  by  which,  when  carried  far  enough,  money 
may  be  very  completely  suiicrseded,  consists  in 
making  payments  by  cheques.”  Here  Ave  see 
that  lie  expressly  calls  the  Promissory  Note  and 
the  Cheque,  the  Credit. 

253.  In  the  next  cliapter,  xii.,  we  shall  see  that 
he  expressly  al  low's  that  these  instruments  of  Credit 
are  iiulepeudeut  exchangeable  property,  and  valu- 
able things.  He  says,  § 1 — “An  order,  or  7wte  of 
hand,  or  bill  payable  at  sight,  for  an  ounce  of  gold, 
while  the  credit  is  unimpaired,  is  worth  neither 
more  nor  less  than  the  gold  itself ; ” and,  “ But  Ave 
have  iiOAv  found  tliat  there  are  other  things,  such  as 
bank  notes,  bills  of  exchange,  and  cheques,  wliich 
circulate  .os  money,  and  perform  ai.e  the  functions 
of  it.”  Now  here  is  an  explicit  declaration  that 
Credit  performs  all  the  functions  of  money,  and 
therefore  as  one  of  the  functions  of  money  is  to  be 
productive  Capital,  it  folIoAvs  that  Credit  may 
also  be  productive  Capital. 

254.  In  § 2 of  the  same  chapter,  he  says,  that 
a man  “may  make  purchases  Avith  money  Avhich 
he  only  expects  to  Iiave,  or  even  only  pretends  to 
expect,  lie  may  obtain  goods  in  return  for  his 
acceptance  payable  at  a future  time,  or  on  his 
note  of  hand,  or  on  a simple  book  credit,  that  is, 
on  a mere  promise  to  pay.  All  these  purchases 
have  exactly  the  same  effect  on  price,  as  if  they 


were  made  with  ready  money.  The  amount  of 
purchasing  pOAA'or  Avhich  a person  can  exercise, 
is  composed  of  all  the  money  in  his  possession, 
and  due  to  him,  and  op  all  his  Credit.”  “ Ho 
creates  a demand  fur  the  ai'ticle  to  the  full  amount 
of  his  money  and  Credit  taken  together,  and 
raises  the  price  proportiouably  to  both.”  In  § 3, 
he  says — “The  inclination  of ihe mercantile  pub- 
lic to  increase  their  demand  for  commodities  by 
making  use  of  ail  or  much  of  tlieir  credit  as  a ]>ur- 
chasiiig  power."  In  § 4 — “ The  banker’s  credit 
w'ith  the  public  at  large,  coined  into  notes,  as 
bullion  is  coined  iuto]jieces  of  money  to  make  it 
portable  and  divisible,  is  so  much  purchasing 
power  si'peradded,  in  the  hands  of  every  suc- 
cessiA’e  holder,  to  that  Avliich  he  may  derive  from 
his  own  credit.  ♦ * Credit,  in  short,  has  exactly 
the  same  purchasing  power  Avith  money ; and  as 
money  tells  upon  prices  not  simply  in  proportion 
to  its  am* Hint,  but  lo  its  amount  multiplied  by 
the  number  of  times  it  changes  hands,  so  also 
does  credit ; and  credit  transferable  from  hand  to 
hand  is  in  that  proportion  more  potent  than  credit 
wliicli  only  performs  one  purchase.” 

255.  In  § 5,  he  says — “ Since,  then,  credit  in 
the  form  of  bank  notes  is  a more  potent  instrument 
fur  raising  prices  than  book  credits — • * If  Ave 
consider  the  proportion  Avhich  the  utmost  increase 
of  bank  notes  in  a period  of  speculation  bears,  I 
do  not  say  to  the  Avhole  mass  of  credit  in  the 
country,  but  to  the  bills  of  exchange  alone,  the 
average  amount  of  bills  in  existence  at  any  one 
time  is  supposed  considerably  to  exceed  a hundred 
millions  sterling.  The  Bank  Note  circulation  of 
Great  Britain  ami  Ireland  is  less  than  thirty-five 
millions,  and  the  increase  in  speculative  periods 
at  most  tAVo  or  three.”  And  as  a note  to  this 
passage,  Mi*.  Mill  gives  a table  of  the  bills  sup- 
posed to  be  created  in  scA'cral  years,  the  last  of 
Avliich  is  1839,  Avheii  the  bills  supposed  to  ba 
created  amounted  to  £528,49.3,842.  In  ch.  xiii,  he 
says — “After  experience  had  shewn  that  pieces 
of  paper  of  no  intrinsic  value,  by  merely  bearing 
upon  them  the  Avrittea  profession  of  being  equi- 
A'alciit  to  a certain  number  of  francs,  dollars,  or 
pounds,  could  be  made  to  circulate  as  such,  and 
to  produce  all  the  benefit  to  the  issuers  which 
could  have  been  produced  by  the  coins  which 
they  purjiorted  to  represent — ” 

25G.  Noav,  from  these  extracts  from  Air.  Mill’s 
w^ork,  our  readers  Avill  clearly  perceB’e  that  ha 
expressly  asserts,  as  positively  as  it  is  possible 
that  language  can  do,  that  Credit  is  independent, 
exchangeable  projierty  like  any  other.  That  it 
is  cumulative  property  to  money  and  commodities, 
and  that  it  may  be  dealt  Aviih  precisely  in  the 
same  maimer  as  money,  and  may  produce  all  the 
etfocts  of  money.  Now,  as  this  Credit  is  nothing 
but  circulating  debts,  it  foIloAA's  clearly  from  Mr. 
Alill's  OAA'u  admission,  that  Debts  are  AA'ealtu. 
All  this  is  in  exact  accordance  w'kh  the  doctrines 
laid  dOAvu  in  the  preceding  sections  of  this 
treatise. 

257.  In  B.  III.,  chap,  xxii,  he  is  equally  ex- 
plicit— “The  same  etfects  Avliicli  AAmld  thus  arise 
from  the  discovery  of  a treasure  accompany  the 
process  by  Avliich  bank  notes,  or  any  of  the  other 
substitutes  for  money,  take  the  place  of  the  pre- 
cious metals.” — “ The  value  saved  to  the  com- 
munity by  thus  dispensing  Avith  metallic  money, 
is  a clear  gain  to  those  who  provide  the  substitute. 
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They  have  the  use  of  20  millions  of  circulating 
medium,  wliich  liave  cost  thorn  only  the  expense 
of  an  engi*avcr‘3  plate.  If  they  emidov  this  ac- 
cession to  their  fortunes  as  PKOOUCTIN'E 
CAPITAL,  the  ]>roduce  of  the  country  is  in- 
creased and  the  coniniunity  benefited  as  much  as 
bv  any  other  CAPITAL  of  equal  amount.  * * 
Wlieii  paper  currency  is  supplied,  as  in  onr  own 
country,  by  bankers  and  banking  companies,  the 
amount  is  almost  wholly  turned  into  PRODUC- 
TIVE CAPTFAL.  * * A banker's  profession 
Iteing  that  of  a money  lender,  his  issue  of  NOTES 
is  a simple  extension  of  his  ordinary  occupation. 
He  lends  the  amount  to  farmers,  muniifactiircrs, 
or  dealers,  who  employ  it  in  their  several  busi- 
nesses. So  employed,  it  yields,  like  any  other 
CAPITAL,  wages  of  labor,  and  profits  of  stock. 
The^  profit  is  shared  between  the  banker,  who 
receives  interest,  and  a succession  of  borrowers, 
mostly  for  short  periods,  wlio,  after  paying  the 
interest,  gain  a profit  in  addition,  or  a convenience 
efiuivalent  to  profit.  Tlie  CAPITAL  itself  in 
the  long  run  becomes  entirely  wages,  and  wdien 
replaced  by  the  sale  of  the  produce  becomes  wages 
again;  thus  afhu*ding  a perpetual  fund  of  the 
value  of  20  millions  for  the  maintenance  of  pro- 
ductive labor,  and  increasing  the  annual  produce 
of  the  country  by  all  that  can  be  produced  thromdi 
means  of  a CAPITAL  of  that  value.’*  ° 

258.  Thus  our  readers  will  perceive  from  the 
former  extracts  that  we  laid  before  them,  that 
Air.  Mill  expressly  stated  that  Credit  Wiis  inde- 
pendent exchangeable  property,  wdiether  em- 
bodied in  the  forms  of  Notes,  Bills,  Bank  debts, 
or  any  other  form,  which  was  capable  of  perform- 
ing all  the  functions  of  money,  and  therefore  by 
implication  capable  of  being  employed  as  capital. 
But  in  tile  last  preceding  extracts  he  expressly 
calls  bank  notes— which  are  Credit— Productive 
Capital. 

25*).  We  think  wq  have  shewn  our  readers  as 
clearly  as  it  can  be  done,  that  Mr.  iMill  asserts 
that  Credit  is  Capital.  And  vet  w'il!  they  believe 
tliat  he  not  only  denies  that  Credit  is  Capital,  but 
sneers  at  the  imbecility  those  who  think  it  is! 

In  B.  III.,  chap.^xjpir  which  we  liave  already 
quoted  from,  the  hea^ngof  the  chapter  is,  as  we 
said,  “ Of  Credit,  as  a substitute  for  money,”  which 
clearly  affirms  that  Credit  is  exchangeable  pro- 
perty like  money;  he  says, —“The  functions  of 
Credit  have  been  a subject  of  as  much  niisundcr- 
standing,  and  a.s  much  coiifiisioa  of  ideas,  as  any 
single  topic  in  Political  Economy. 

“As  a specimen  of  the  confused  notions 
entertained  respecting  the  nature  of  Credit,  we 
may  advert  to  the  exai^geratcd  language  so  often 
used  respecting  its  national  importance.  Credit 
has  a great,  hut  not  as  many  people  seem  to 
suppose,  a magical  power ; it  cannot  make  some- 
thing out  of  nothing  [Who  said  it  could?  ] How 
often  is  an  (’xtension  of  Credit  talked  of  as  eqniva- 
lent  to  a creation  of  Capital,  or  as  if  Credit 
actually  irere  capital !!!  [Why!  Who  has  said 
more  distinctly  than  Mr.  Mill  himself  that  Credit 
is  Capital?  The  vciw  object  of  the  whole  of  the 
preceding  extracts  is  to  shew  that  Credit  is 
Capital! ] It  seems  strange  that  there  should  be 
any  need  to  point  out  that  credit  being  otihf  the 
permission  to  use  the  capital  of  another  person!! 
the  means  of  production  cannot  be  increased  by 
It,  but  only  transferred.  If  tlie  borrower’s  means 
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of  production,  and  of  employing  labor  are  in- 
creasedhy  the  credit  given  him,  the  lender’s  are 
as  much  diminished.  The  same  sum  cannot  be 
, n.scd  as  capital  both  by  the  owner,  and  also  by 
the  person  lo  whom  it  is  lent,  it  cannot  supply 
its  full  vaim  as  wages,  tools,  and  materials,  to  two 
sets  of  laborers  at  once.  It  is  true  that  the 
Capital  which  A has  borrowed  from  B,  and 
makes  use  of  iu  his  busiue.ss,  still  forms  part  of 
the  wealth  of  B for  other  purposes;  he  can  enter 
into  engagements  iu  reliance  on  it,  and  can  even 
borrow,  when  needful,  an  equivalent  sum  on  the 
security  of  it;  so  that  to  a superficial  eye  it  might 
seem  as  if  b<  th  B and  A had  the  use  of  it  at  once. 
But  the  smallest  consideration  will  shew  that 
when  B ha>  parted  with  his  capital  to  A,  the 
use  of  it  as  cajiital  rests  with  A alone,  and  that 
B has  no  other  service  from  it  than  iu  so  far  as 
his  ultimate  claim  upon-  it  serves  him  to  obtain 
another  capital  from  a third  person  C.  AH  capital 
(not  his  own)  of  which  any  person  has  really  the 
use,  is  ami  must  be,  so  mucli  substracted  from 
some  one  elsi*. 

“But  though  Credit  is  never  anything  more 
than  a Transfer  of  Capital  from  hand  to  hand!' 

2G0.  Our  readers  cannot  fail  to  see  the  astonish- 
ing confusion  of  ideas  oii  the  subject  of  Creiiit  in 
; the  above  extracts.  Iu  the  first  set  Mr.  Mill  sees 
dearly  that  Credit  is  the  Promise  to  pay,  which 
he  over  and  over  again  says  is  independent  ex- 
changeable property,of  the  value  of  money,  which 
may  be  used  in  all  respects  like  money  and  per- 
form all  its  functions.  And  therefore  it  may  be 
Capital  as  well  as  money. 

Mr.  Mill  says  that  the  Capital  (t.  e.,  the  goods) 
which  A has  sold  on  credit  to  B,  are  so  much 
subtracted  from  his  property,  and  cannot  be  used 
by  him  as  wt  11  as  by  B.  But  he  wholly  forgets 
that  in  exchange  for  tliose  goods,  A receives  B’s 
“promise  to  ]jay,’*  which  is  a debt,  and  in  fact  is 
the  credit.  And  this  debt  is  exchangeable  pro- 
perty, with  ^vhicII  he  can  either  purchase  new 
goixls  to  replace  tiiose  lie  has  sold  to  B,  or  lie  can 
sell  it  to  his  banker,  and  receive  a bank  credit, 
with  which  h ' can  purchase  fresh  goods,  just  the 
same  as  he  could  with  money. 

In  the  socoiul  extract  Mr.  Mill  has  changed  his 
conception  of  Credit  from  being  a Promise  to  pay, 
or  a Debt,  to  its  being  the  Transfer  of  Capital!  ! 

Now  we  ask — Is  a Bank  Note  the  transfer  of  a 
commodity  ? Is  a guinea  the  sale  of  a book  ? Is 
a piece  of  imlependent  jiroperty  the  transfer  of 
something  el.-c  ? Is  a table  the  transfer  of  a 
cliair?  Is  an  independent  quantity  of  any  sort 
whatever  an  i perationf 

>Mr.  Alill  informs  us  that  Credit  cannot  make 
.'Something  out  of  nothing.  Who  said  it  could? 
Can  a guinea  make  something  out  of  nothing? 
It  is  not  Credit  that  makes  something  out  of 
notliing;  but  it  is  Credit  itself  which  is  a valuable 
property,  which  i.s  created  out  of  nothing  by  the 
consent  of  the  wills  of  i»ersou.s,  and  which  by  the 
reiterated  acknowledgments  of  Say  and  Mill  is 
capable  of  performing  all  the  functions  of  money. 
Now  money  becomes  Capital  by  their  own  ad- 
mission, by  bring  exchanged  for  otlicr  things,  or 
by  circulating  other  things.  Credit  may  be 
Capital  in  precisely  the  same  >vay. 

261.  Moreover,  we  see  how  completely  Mr. 
Mill  is  iu  error  when  lie  says  that  C’redit  is  never 
anything  more  than  the  transfer  of  Capital.  It  is 
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wholly  uutme  that  Credit  is  always  created  in 
exchange  for  commodities.  As  wc  have  shewn 
under  Bank,  all  profUable  banking  business  con- 
sists in  buying  debts  by  creating  other  debts. 
That  is,  Credit  is  created  to  purchase  Credit. 

After  this  exposition  our  readers  will  perhaps 
think  that  Mr.  Mill  is  not  exactly  the  person  to  ^ 
sneer  at  others  for  their  confused  notions  about 
Credit,  though  his  own  work  is  a striking  cxaiiqjle 
of  the  niisnnderstanding  and  confusion  of  ideas 
which  he  says  jircvails  upon  the  subject.  And 
manv  may  wonder,  perhaps,  at  a logieian,  who  is 
unable  to  perceive  the  ditlVrence  between  an  in- 
dependent quantity  and  a sale  of  goods. 

262.  Having  tlius  denumstrated  the  confusion 
of  ideas  of  J.  B.  Say  and  Mr.  Alill  on  the  subject 
of  Credit,  it  is  scarcely  worth  while  to  quote  from 
other  writers  who  have  fallen  into  exactly  the  ; 
same  confusion.  AVe  have  seen  iu  § 92,  93,  94, 
that  Bastiat,  Mr.  ABCulloch,  and  Mr.  Gilbai’t  liave 
all  declared  Credit  to  be  productive  capital.  But 
in  other  places  these  writers  have  all  denied  tliat 
Credit  is  Capital.  Bastiat,  in  his  Ce  qu'on  voit, 
et  ce  f/u'on  7ie  voit  pas  ; § ix,,  Credit ; Mr.  ALCul- 
loch  in  his  Commercial  Dictionary,  Art,  Credit; 
and  Mr.  Gilbart  in  his  Lo^ic  of  Banking,  p.  278, 
all  deny  that  Credit  is  Capital,  the  two  former 
going  iu  the  same  fallacy  as  that  of  Say  and  Air. 
Mill  couceiviiig  Credit  to  be  au  operation. 

On  the  Opinion  of  M,  Cieszkowski  on  the  Nature 

of  Credit, 

263.  We  have  now  to  notice  a conception  of 
Credit  which  was,  we  believe,  started  by  Count 
Cieszkowski  in  his  treatise,  Dn  Credit  et  de  la 
Circulation  (Cieszkowski),  which  is  founded  on  a 
misconception  of  the  distinct  nature  of  Bills  of 
Lading,  Dock  Warrants  and  Bank  Notes,  Bills  of 
Exchange,  and,  which  is  fully  explained  in  § 4 
of  this  article.  Count  Cieszkowski,  seeing  that 
Bills  of  Lading  and  Bills  of  Exchange  both  circu- 
late iu  commerce  by  iiidorsemeiit,  has  drawn  the 
false  conclusion  that  they  are  both  of  the  same 
nature,  and  defines  credit  to  be  tlie  transformation 
of  fixed  capital  into  circulating  capital. 

264.  The  fallacy  of  this  doctrine  is  so  in.^tantly 
apparent  to  any  oue  having  the  slightest  know- 
ledge of  law  and  commerce,  that  it  would  be 
scarcely  tvoitli  while  to  notice  it,  only  that  it  has 
obtained  acceptance,  in  a moment  of  oblivion, 
from  otherwise  excellent  Economists,  and  is  thus 
calculati'd  to  lead  to  serious  conseqiience.s ; for  it 
is,  in  fact,  no  other  than  a revival  of  Lawisni 
Thus  AI,  Joseph  Gamier,  in  his  EUmens  de 
rEconomie  Politique,  c.  xix.,  treating  of  Credit, 
says,  that  there  are  tliree  definitions  of  it.  First, 
that  Credit  is  the  power  of  borrowing;  secondly, 
that  it  is  an  anticipation  of  tlie  future.  Both  oi 
these  definitions  he  rejects,  and  then  he  quotes  as 
a third  definition,  “Le  t redit  est  la  transforma- 
tion des  capitaux  fixh  et  engages  eu  capitaux 
circulauts  ou  degages. 

“ C’est  la  definition  que  propose  M.  Ciesz- 
kowski dans  son  reiiiarquable  livre  sur  la  circula- 
tion ct  le  credit,  que  Foil  compreudra  bieii  en  sc 
reportant  a la  division  qu’Adam  famith  a faite 
des  cajiitaux,  et  qui  nous  semble  heurcusement 
formiilee.  Elle  traduit  bien  le  role  des  institu- 
tions du  credit ; elle  comprend,  complete  et  rectifie 
Ics  notions  que  laisseut  dans  I’esprit  les  deux 
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autres  definitions  qui  out  souvent  conduit  k des 
consequences  fausses  et  dangerciises.” 

265.  After  quoting  some  jiassages  from  MM. 
Cieszkowski  and  Chevalier,  regarding  the  effects 
of  Credit,  M.  Gamier  proceeds — “ Alais  il  s’en 
faut  qu’en  constatant  les  avantages  et  les  effots 
du  credit  on  se  soit  tonjours  tenu  eu  dehors  de 
Fillusion.  De  ce  quo  ic  credit  met  eii  circulation 
des  valeurs  fixecs,  engagee.s;  dcce  qu'il  fait  pa<^er 
eiitre  les  mains  des  travaillenrs,  qiii  les  reiideut 
productifs  des  capitaux  reslant  oisifs  et  infruc- 
tiieux  eutre  le.s  mains  de  leurs  possesseur.s,  on  a 
etc  conduit  a cette  ])ropositioii  fecoude  eu  abus,  si 
on  la  prend  au  pie<l  de  la  lettre  qu«  le  credit 
multipUe  les  capitaux.  II  V a bieu  uue  chose  que 
le  credit  niullipHe,  e’est  Faction,  e’est  la  force, 
e’est  la  fcconditc  du  cajotal,  (jui  d’abord  engage 
on  oisif,  prend  les  caraetcres  et  les  foiiciioiis  du 
cajiital  circulaiU  ; devieiit,  dans  ce  dernier  cos, 
po.sitif  de  neiitrc  qu’il  etait,  et,  dans  le  ]u-emicr  cas, 
acquiert  line  action  de  plus,  Faction  du  capital 
roulant  qu'il  cmnule  avec  celle  du  capital  engage. 
Mais  cette  transformation  en  anioliorant  Finstru- 
meiit,  n’eu  a fait  ni  deux  ou  trois  instruments ; eu 
nn  mot,  elle  ii*a  multiplie  le  capital.  Quand  uii 
empruntenr  joiiit  de  ce  qu’il  n'avait  pas  le  pretciir 
en  est  prive ; quand  tin  esconipte  est  cffectiic,  il 
n’}^  a que  les  roles  qui  sont  changes  ; celui  qui 
avait  I’effet  de  commerce  Fa  donue  centre  de.s 
especes  ; cclui  qui  avait  des  cspeccs  les  a donnees 
centre  des  especes;  celiu  qui  avait  des  especes 
les  a donnees  centre  Feffet.  11  pent  se  faire  quo 
celui-ci  tire  im  meilletir  parti  de  Feffet,  et  celui- 
la  un  meilleur  parti  des  especes,*  mais  en 
definitive,  il  n’y  a rien  \k  qui  ressemble  h la 
multiplication  dans  le  sens  litteral  du  mot. 

“En  disant  qiiele  credit  multiplie  les  capitaux, 
on  fait  d’abord  uiie  figure  de  rhetoriqne.  Cette 
figure  est  ensuite  prise  au  pied  de  la  lettre,  et  on 
est  conduit  a penser  qii’eu  creaiit  des  signes  de 
valeurs,  des  engagements,  des  pajiiers  de  com- 
merce, on  cree  aussi  les  valeurs  ixelles  corres- 
poudantes,  au  lieu  de  voir  qiic  ces  demieres  ne 
sont  deteimes  eu  cchange  qiie  par  nne  veritable 
troini>crie,  on  pense  qii’eii  eiigageant  nn  avenir 
iucertain  ou  cree  un  capital  futur,  au  lieu  de  voir 
que  ce  capital  u’est  eucure  qu’uiie  e.spcrance  ou 
uue  illusion.” 

266.  We  see  in  this  passage  the  repetition  of  a 
phrase  originated  by  J.  B.  Say.  He  exclaims 
against  the  fallacy  that  credit  multiplies  cajiital. 
But  no  oue  says  that  credit  multiplies  capital. 
Credit  itself  is  capital.  Every  one  allows  tiiat 
money  ma}*  be  capital.  No  one  says  that  money 
multiplies  capital.  All  that  is  said  is,  that  money 
being  used  in  a certain  way  is  cajiital.  Money  is 
used  to  promote  circulation  iu  commerce ; credit 
is  used  precisely  iu  the  same  way.  AI.  Gamier 
himself  admits  that  credit  iiiultijilies  movement. 
That  is  all  that  money  does.  Besides,  M.  Gamier 
himseif,  while  jtrotcstiiig  against  the  doctrine  that 
credit  multiplies  capital,  goes  as  near  saying  so  as 
it  is  possible  to  do.  For  sjieaking  of  banks  of  issue 
he  says  “ Les  banques  de  depot  ne  jiouvaieut 
opercr  que  sur  uue  masse  de  certificats  ou  de 
billets  egale  au  montant  des  valeurs  deposees, 
taiidis  que  les  banques  de  circulation  peuvent 
emettre  de  billets  pour  une  valeur  double,  triple,  et 
quadruple,  &c.,  du  montant  especes  qui  composent 
lour  eiicaisse.  Ainsi  une  baiique  de  circulation 
beuelicie  les  cscomptes  sur  les  billets  et  les  lettres 
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de  chanjje  du  commerce  comme  si  elle  avait  nn 
capital  triple  et  quadrupled  Thus  we  see  that  M. 
Ganiicr  says  that  the  power  of  issuiug  notes, 
which  are  Credit,  is  just  the  same  as  if  the 
banker  s capital  were  tripled  or  quadrupled. 
Surely  that  is  very  like  saying  that  Credit 
multiplies  capital,  at  all  events,  it  is  a clear 
acknowledgment  that  Credit  is  Capital. 

267.  M.  Gamier  then  describes  the  Docks  and 
Dock  Warrants,  which  are  transferable  by  en- 
dorsement, and  he  says— “ Par  ce  precede,  simple 
et  fecond,  les  marchandises  sont  echungecs  av'ec 
la  memc  facilite  que  les  elfets  de  commerce;  tin 
capital  immense  est  mobilise,  eii  nieme  temps  que 
les  frais  de  manutentiou,  d'admiiiLstration  et  de 
commerce  sont  reduits  pour  la  plus  grande  com- 
modite  des  negociants  et  au  grand  avantage  du 
consommateur. 

“ Oil  voit  que  le  warrant  est  aux  marchandises 
deposees  dans  les  docks  ce  que  les  certificats  de 
depot  furciit,  dans  l*originec,  aux  monuaics  coutis 
aux  Bampies  de  depot.’* 

Here  we  have  the  root  of  this  specious  fallacy. 
The  Bank  certificates  issued  by  the  earlv  Banks 
of  Deposit  were  similar  to  Dock  Warrants  in  this 
re.spect,  that  they  were  not  multiplied  beyond  the 
amount  of  the  bullion  deposited.  But  they 
differed  in  this  that  they  -were  not  specifically 
appropriated  to  any  particular  quantity  of  bullion. 
This  distinction,  which  would  not  be  of  much 
practical  importance  so  long  as  the  method  of 
doing  business  by  the  early  Banks  of  Deposit  was 
adhered  to,  becomes  of  vital  importance  wdicn 
Banks  began  to  discount  bills  by  tlioir  own  notes, 
or  granting  credits,  and  is  in  fact  at  the  root  of 
the  currency  <|UCstion.  The  fimdamental  dilFer- 
eiice  between  Dock  Warehouses  and  Banks  is  that 
in  the  former,  the  goods  deposited  do  not  belom*- 
to  the  AVarehouseman,  and  he  cannot  make  a 
profit  by  using  them.  T!ie  money  deposited  by  a 
banker  belongs  to  him,  and  he  may  trade  wdih  it 
ind  make  a profit  of  it.  Hence  the  promise  to 
pay,  or,  his  debt,  is  independent  of  any  particular 
mm  ot  money,  and  by  the  priucijilc  wo  laid  dow'u 
It  tlie  commencement  of  this  article,  that  every- 
hing  which  circulates  separately  is  separate 
>roperty,  aiul  an  Economic  yuantitv,  both  the 
aouey  deposited  wiili  the  banker  and  his  pnunise 
.0  jiay  it  may  circulate  independently  as  separate 
property.  The  fuiularnemal  distinction  between 
he  two  classes  of  paper  documents  is,  that  Dock 
tVarrants  are  always  bound  to,  and  mere  titles  to 
ertain  goods ; instruments  of  Credit  are  always 
everecl  from  money. 

'^ic  only  real  difficulty  wiiich  embarras.ses 
v'l’iters,  not  familiar  with  Law'  and  Commerce,  is  in 
ouceiviiig  ami  holding  fast  the  coucei»tiou  that  a 
lebt  is  an  article  of  property.  AVhen  H.  Gamier 
i ays  that  people  are  apt  to  tliink  tiial  when  they 
' 1‘eate  engagements  or  pnmiiscs  to  jiay  they  are 

* reating  the  real  con'ospoiuiing  values,  ive  can 

• Illy  say  that  they  must  be  very  loose  thinkers 
i ulecd  who  think  tliat.  We  do  not  suppose  that 
] laiiy  w'ouid  tliink,  when  tliey  gave  their  promise 
1 ) pay,  tiiat  they  were  thereby  creating  tluMiioney 
I ) jiity  it  itli.  The  whole  doctrine  of  Credit  bcim»’ 

( a]iital  is  contained  in  this,  that  nnv  indepeudeuL 
( ichangable  fjuautity  whatever  may  be  used  as 
( apitui.  (.  redit  or  a debt,  &c,,  is  exchangeable  pro- 
] L-rty,  and,  in  fact,  under  difiVrent  forms  of  Bank 
- ous,  Bills,  Book  debts,  is  exchanged  for  other 


' things  in  commerce  just  like  money,  and  is,  in  fact, 
a substitute  for  money,  and  hence  it  may  be  used 
I as  Capital  as  well  as  money. 

On  the  Opiuion  of  some  Algebraists  respecting 
the  nature  of  Credit,  or  Debts. 

^ 268.  Having  thus  shewn  the  contradictory  no- 
tions of  some  Economists  on  the  subject  of  Credit, 
we  may  as  well  examine  what  some  very  distin- 
guished math-maticians  have  said  about  debts,  or 
Credit.  We  have  seen  that,  among  others,  Mac- 
laurin,  Eulei*,  Peacock,  and  De  Morgan,  all 
^uiit  debts,  or  Credit,  to  be  Negative  Q,uantities. 
The  only  real  difficulty  consists  in  giving  the 
proper  interpretation  to  the  Negative  sign,  Euler 
and  Peacock,  in  the  extracts  given  above,  treat  it 
as  a sign  of  subtraction.  But  if  these  distin- 
guished writers^  had  reflected  on  the  general 
analogy  ot  Physical  Science,  they  would  at  once 
have  seen  that  Negative  Quantities  in  Natural 
Philosophy  are  not  subtractions  from  positive 

ones,  but  Independent  Quantities  additional  to 
them. 

269.  Mr  Justice  By  les  long  ngo  said  that  the 
species  of  Property  consisting  of  Credit  w'as  next 
in  magnitude  to  the  land  and  the  funds.  Since 
he  said  tliis,  Credit  has  enormously  increased,  and 
may  be  safely  asserted  to  exceed  the  funds  'greatly 
at  present.  Suppose  that,  in  order  to  be^within 
the  bounds  of  the  extroniest  moderation,  avc  place 
the  quantity  of  Credit  existing  at  the  present 
moment  in  Great  Britain  at  £1,000,000,000*— 
what  is  this  to  be  suhina'led  from,  we  ask  ? It  is 
f)uite  clc.y  il  is  not  to  be  siihlraHed  from  any 
tiling  at  all,  but  is  iudepeiulent  nroriertv  additional 
otiicr  pruport) . 

270.  lint  even  Dr.  Peacock  is  not  consistent 
with  lumself  in  liis  notion  of  Dcbt.s.  llccatisc  be 
says,  in  I lie  extract  given  above,  that  a Debt  is 
1 roperty  owed,  and  that  tlie  release  of  a Debt  is 
the  cliange  ol  the  sign  of  alfection  of  Property 
owed  into  pi-operty  possessed.  Now,  this  is 
inanitestly  a different  eoneeiition  of  a Debt  than 
Its  being  a suhtraction  from  property,  lint  it  is 
eipially  incorrect.  A debt  is  not  an  affection  of 
tlie  1 roperty  ot  the  Debtor,  but  a Right  residiiif' 
in  the  iierson  of  the  Creditor.  Tiie  release  of  a 
iJebt  IS  the  destruction  of  this  Right  by  the  con- 
sent of  tlie  parties.  Tims  wo  see  tiiat  Dr. 
leacoek  IS  again  in  error;  for  he  says  tiiat  the 
subtraction  of  a Debt,  in  the  language  of  sym- 
boheal  A gebra,  is  not  its  obliteration  or  removal, 
but  the  cliaugc  of  its  affection  or  character  from 
money,  or  property  owed  to  money  or  property 
possessed.  Now,  we  see  at  once  the  miscon 
eeptiou  iiere.  The  debt  is  not  the  money  or  the 
goods,  but  the  Right  to  demand  them,  and  the 
abolition  ot  the  Debt  is  the  aliolition  or  the 

dtbti  uetion  of  tlie  Right,  wiiich  is  tlie  destruction 
or  iTupCTty. 

271.  Thus  tie  see  that  out  of  these  conflictin' 
notions — ***vi.*ii^ 

Credit  is  not  tlie  TiiANsrEK  of  anything;  that 

it  IS  NOT  an  Ol'ERATION.  ° 

Credit  is  not  a Subtbaction  from  otlier 

Creilit  is  NOT  a title  to  any  specific  goods. 

U'odit  IS  NOT  Money  or  Goods  owed. 

con- 
ception, that  Ciedit  IS  a mass  of  property  addi- 

TioNAjL  to  other  property,  as  every  writer  on  the 
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mibiect  has  acknow'lodged.  when  treating  of  the  - 
instriinn*nts  of  Credit  themselves.  Thus,  even  , 
Mr.  Mill  says,  that  a man’s  ]mrdiasing  power  , 
eoii’^i'^ts  of  his  monev  and  all  liis  Credit,  and  he 
sneak';  of  the  “ ma,s.s  of  Credit”  in  the  country. 
This  mass  of  Credit,  or  Debts,  however,  though 
additional  proiierty  to  all  other,  is  negative  pro- 
perty by  the  admission  of  all  Algebraists.  Ihe 
milv  question  is,  what  property  can  be  additional 
ami  negative,  or  inverse,  to  money.  And  there 
can  be  but  one  answer.  Money  represcnt.s  the 
proceeds  of  a man's  past  industry,  and  therefore 
the  only  thing  that  can  be  additional  and  inverse,  i 
or  nc'^ative  to  that,  is  the  proceeds  of  his  future  \ 
iminsV*  A man’s  i>ower  of  making  future 
profits  is,  of  course,  adtlitioiial  to  the  profits  he 
has  already  made.  And  hence  we  see  that  the 
interpretationof  the  Negative  Sign,  assymbolizmg 
FUTURITY,  is  the  only  one  tiiat  satisfies  the 
conditions  of  the  case.  And  as  soon  as  this  in- 
terpretation is  adopted,  the  w'hole  subject  tails 
into  harmony  and  onler,  all  dillienltics  valll^h 
like  the  mist.s  before  the  morning  sun,  and 
Folitical  Economy  is  brought  under  the  well 
uiulerstood  laws  of  Natural  Thilosopiiy. 

Conclusion.  j 

272.  AVe  have  now  developed  the  Theory  of  ^ 
the  Negative  Sign,  and  of  Negative  Qiiantities  in 
rolitical  Economy.  AA'e  see  that  the  interpreta- 
tion of  the  Negative  Sign,  not  as  SuiiTRAcTioN, 
but  as  Futurity,  has  at  once  doubled  the  extent 
of  the  science,  and  shewn  how  vast  mas.ses  ot 
lu'opcrtv  which  have  never  yet  been  included  in 
any  EngH^^i  classed.  Ami  yet 

the  immensely  greater  proportion  of  existing 

iiropcrty  is  of  this  form ! , » , , • i. 

\\'e  have  seen,  too,  that  what  the  Algebraists 
wc  have  mentioned,  and  hosts  of  others  ha\c 
merelv  noticed  with  a passing  remark  as  Nega- 
tive Quantities,  contain,  in  fact,  one  of  the  most 
marvellous  results  of  Inunan  ingenuity.  yr  that 
little  idea — apparently  so  simple — ot  making  a 
Debt  transferable,  is  entitled  to  rank  iii  ils  prac- 
tical elfects  with  the  most  splendid  discove- 
ries of  the  human  mind,  ami  it  has  produced 
consequences  to  the  world  not  one  t\hit  intei  ioi  ; 
to  those  of  the  steam  engine.  The  simple  doctnne 
that  every  future  payment  has  al’RESENT  A alue, 
which  is  independent  exchangeable  proiwrty,  amt 
may  be  bought  and  sold  like  money  itselt,  has  in- 
creased the  elfective  force  of  money  tenlokl,  with- 
out diminishing  its  value.  In  the  eloquent  and 
not  exaggerated  language  of  IMr.  AAebster  (Bank- 
ing IN  America,  § 448)  : — “Credit  is  the  ytal 
air  of  modern  commerce.  It  has  done  moie,  a 
thousand  times,  to  enrich  nations  than  all  the 
mines  of  all  the  world.  It  has  excited  laboiii, 
stimulated  manufactures,  pushed  commerce  over 
every  sea,  and  brought  every  nation,  c^eiy 
kingdom,  and  every  small  tribe  among  the  laces 
of  men  to  be  known  to  all  the  rc.st  ; it  has  laisetl 
armies,  equipped  navies,  and  trimnphing  over 
the  gross  power  of  mere  numbers,  it  has  esta- 
blished national  superiority  on  the  foundatioiis  ol 
iiitelligeuce,  ■wealth,  and  w'cll-dirccted  indu&tr}  . 
i It  is  to  Scotland  that  is  due  the  unquestionable 
I merit  of  first  having  developed  the  full  po^vCI^'>  ol 
\ legitimate  credit,  and  it  is  this  subtle  agent  w hich 
‘ has  raised  her  to  her  present  position.  It  is 
Credit  which  produced  those  mighty  works  in 


England  during  the  last  century.  It  is,  among 
other  things,  the  want  of  Credit  w'hicli  kept 
Ireland  so  poor  and  barbarous  for  so  long ; it  is 
in  the  establishment  of  solid  Credit  there  in  com- 
paratively recent  times,  that  she  will  hpeeforth 
find  her  greatest  means  of  progress  and  improve- 
ment. It  is  a solid  system  of  Cretlit  wdiieli  is 
wanted  to  develope  tlie  rcsourcesof  rejuvenescent 
Italy,  and  it  is,  above  all,  solid  Credit  that  is 
wanted  to  bring  out  the  boundless  resources  of 

IiaUa*  ...  ^ ^ T. 

The  exposition  of  the  Theory  of  Credit,  given 

in  the  preceding  sections,  shews  how  utterly  futile 
it  is  for  merelv  literary  men  to  w’rite  books  on 
Folitical  Economy,  and  how  absurd  it  is  to  sup- 
pose that  definitions  are  of  no  consequence.  AVlio 
can  wonder  that  the  .subject  has  been  thrown  into 
such  confusion,  Avheii  such  contradictory  concep- 
I tioiis  arc  held  of  the  very  nature  of  the  thing 

^ T.  ... 

To  explain  the  Theory  of  Credit  requires  the 
most  careful  settlement  of  every  single  term  and 
definition  in  Folilical  Economy,  a thovougli  ac- 
! qnainlaiice  Avith  the  history  ami  the  hnv  of  Credit, 

' (mie  of  tiic  most  abstruse  branches  of  laAv,)  and  a 
thonnigh  familiarity  with  tlio  mecliani.^m  of  Com- 
merce. Even  this  is  iiisuflicieiit  to  unravel  its 
perplexities,  avIucIi  liaA'c  only  finally  yielded  to 
one  of  the  most  recent  and  most  retined  discoveries 
in  Algebra ! And  tlius  aa'C  see  Iioav  Avonderfully 
vcrilieil  is  the  prescience  of  liacon,  Avho  so  ear- 
nestlv  preached  that  Natural  Philosophy  is  the 
only ’sound  basis  of  exact  kiiOAvledge. 


ANALYSIS  OF  THE  ARTICLE. 

§ 1.  De/jiiition  of  Credit 

§ 2-3.  Perplexities  of  Modern  Economists  about 
Credit. 

§ 4.  Order  of  the  Treatise. 

Sect.  I. 

§ 5.  Fundamental  Conceptions  oj  the  I heonj  oj 
Credit. 

Sect.  II. 

The  Nature  of  Crf.dit  and  the  Elements  or 
THE  Tueokt  of  Credit. 

§ 6-10.  On  the  distinction  betieecn  a Bailment  and 
a Debt 

§ 11-13  A debt  is  separate  and  indepenaem  ex- 
changeable Fropertij,  for  which  there  are 
shops  and  marhets. 

§ 14.  Confusion  between  Credit  being  Property, 
and  an  Opendkm. 

§ 15,  16.  On  commercial  Credit. 

§ 17.  Error  of  Expression,  Intrinsic  \aluc. 

§ 18.  Anything  has  as  many  values  as  things  n will 
exchange  for. 

§ 19.  The  Value  of  a promise  is  the  Thing  pro* 

mised.  j 

§ 20-22.  Credit  is  a lower  form  of  money,  ana  is 

a substitute  for  it. 

S 23.  Fundamental  difference  between  Bills  oJ 
Fixchange  and  Bills  of  Lading.  o/ 

Lading  Represent  goods,  but  Bills  of  Ex- 
change arc  of  the  Value  of  money. 

§ 24,  The  limits  of  Credit. 
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§ 25,  26.  The  above  doclrmes  apparent  from  the 
« 07  Tn ‘""'■y  language  of  Commerce. 

^ aplaion 

I Negative  Sign. 

I ‘^-V  Sign  cannot  mean  subtraction, 

^ Matkematicunis  acknowledge  that  debts  are 
Negative  Quantities. 

I 33.  Omfusion  about  the  Conception  of  Credit. 

S *S4.  iTom  the  analogy  of  other  sciences  it  may 
he  expected  that  Negative  Economic  QmntC 
ties  are  Independent  Quantities. 

of  Algebraical  ' 

Sips  and  of  the  Scjmraiion  of  the  Signs  of 
1 osition  and  Operation  to  Political  Economy. 

§ of  the  application  of  the 

Positive  and  Negative  Signf. 

§ Property  is  a liight  residing  in  the  person. 

fiilure  in  the  past,  and  in  the 

8 48.  pe  Croodwdl  of  a business. 

§ 49.  Copyright. 

§ 50.  A Practice. 

f rl  “ Commercial  Company. 

§ o2.  All  these  are  cumulative  property,  and  sepa- 
^ '^(^te  from  the  actual  payment. 

^ ^ <*ther  Economists  admit  that 

abilities  are  Wealth. 

§ 53-55.  The  Right  to  receive  a future  payment  is 
separate  and  independent  Property.  And 
every  futui-e  payment  from  whatever  source 
amsing  has  a PRESENT  VALUE,  receiving 
(hf  event  names,  according  to  the  source  whence 
^‘ro’’‘^Z'  **  independent  exchangeable 

_ C A Cf 

I ®1?-  9,'f‘^‘!js  annuity  of  one  term. 

§ o7.  Classificatiou  of  Property. 

§ one  year  ' 

§ method  of  expressing  the  price  of 

this  species  of  Property.  •' 

The  value  of  Money  varies  inversely  as 
./  nee,  and  directly  as  Eiscount. 

5 60.  Erroneous  cemures  of  Mr.  Mill  on  the  ex- 
pression f ulue  of  ]\'Ioney. 

\ H\.  Origin  of  the  confusion;  double  meaning  of 
the  word  Loan.  ° '' 

i Correction  of  Mr.  Thornton's  errors. 

! 05.  A KEL^4SE//om  a Debt  is  an  Augmenta- 
TioN  (?/ Capital. 

i m.  Examination  of  Euler's  views  regarding 
Debts.  ® ® 

i 67-71.  Examimition  of  Dr.  PeacoePs  vieivs 
regar^ug  Dehts,^  or  Negative  Quantities, 
il.  in  Political  Economy  the  signs  -f  and  — 
as  signs  of  Position  symbolize  Time. 

As  signs  of  Operation  they  mean  addition 
i 'TO  ar  creation  and  destruction. 

#74’  payment. 

i 74.  I his  shews  the  limits  of  Credit. 

t 7o.  This  shews  the  error  of  Law's  Theory  of 

I 76.  The  Qimntiiy  of  Credit  depends  on  the  Cir- 
culation of  Moiiey. 

c Vo'  "7 commercial  catastrophes. 

§ 78.  Debts  may  be  bought  and  sold  for  other  debts. 

§ /9.  Credit  may  be  Capital  as  well  as  any  other 
property.  ^ 

§ 80-83.  Hotv  Credit  is  rRODpcTiVE 
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§ 83,  84.  7i'ecc?i7  Freiich  writers  have  come  to  thU 
opinion. 

^ ^^'three^pa^^  an  exchaiige  into 

§ """  same  footing  as 

I ll'  said  that  Credit  is  Capital 

^ ^^'Mmiey  footing  as 

§ S9.  Mr.  Justice  Byles  says  that  instruments  of 
i^reait  are  Property,  ^ 

§ 90.  Credit  and  Money  are  productive  by  facili- 
tating exchanges. 

§ 91.  Credit  can  do  whatever  Money  can  in  Pro- 
duction. 

§ 92.  Similarity  of  expressions  used  by  the  earht 
Algebraists  and  Economists. 

§ 93.  Mr.^PCullo^^^^^ 

§ 94.  Jli>.  J.S.  Mill  declares  that  Credit  is  pro- 
ductive Capital.  ^ 

§ Mr.  Gilbart  asserts  that  Credit  is  produc- 
live  Capital. 

§ 9Q.  Mr.  Hamilton  and  Mr.  Webster  assert  that 
Credit  is  productive  Capital. 

§ 97.  M.  Gustave  du  Puynode  asserts  that  Credit 
IS  productive  Capital. 

Conclnsion—C^EDIT  IS  PROmir 

TI VE  CAPITAL. 

Sect.  III. 

On  the  Mechanism  op  the  System  op  Cbebit. 

^ -P?-ese?i<  Right  to  a future  pay- 

§ 99.  Credit  is  embodied  in  tiro  forms.  Promises 
! to  pay,  and  Orders  to  pay. 

§ divisions.  Commercial 

I'^edit  and  Banking  Credit. 

§ 101.  Credit  may  be  used  like  money  , to  circulate  an 

existing  produce  or  to  call  them  into  existence. 

On  the  system  of  Credit  based  upon  Simultaneous 
Iransfers  oj  Commodities. 

On  the  Theory  of  Cash  Credits,  Open  Credits, 
and  Accommodation  Bills. 

’ fX£Z. 

§ 145.  A prion  dogma  which  hindered  the  recep- 

' S ^Aa  doctrine  of  gravity  ^ 

§ 146.  A similar  cause  makes  the  difficulty  in  many 

^ tZ  VfP'^^‘^^diiig  the  Thiry  if  CreZt. 

& M7  Nothing  can  come  from  Nothing. 

I I , ^fmiuiation  of  this  dogma.  * 

^ Economists  to  be 

§ 150.  Example  of  this. 

1 152’  Wealth. 

^ %kipi:^X 

5 “'■®  independent  exchangeable  Pro. 

f J Will. 

I I5S  P/‘/  incorporeal  Property. 

§ 158.  Plriarch  saw  that  the  business  of  Biuking 

oierthrew  the  doctrines  of  Physical  Philoso- 
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§ 159.  Special  Courts  of  Law  for  decreating  debts. 

§ 160.  There  are  three  sources  in  which  Wealth 
originates — The  Earth — the  Human  Mind 
— and  the  Human  Will. 
g 161.  Economic  Conceptions  must  grasp  all  species 
of  Economic  Quantities ; and  Economic 
Axioms  must  grasp  all  Economic  Phenomena. 
g 162,  163.  Examples  of  this. 

§ 164.  The  lau's  which  govern  the  variable  relations 
of  Economic  Quantities,  must  he  in  harmony 
with  the  general  Theory  of  Variable  Quanti- 
ties in  general. 

§ 165.  For  if  not,  all  Mathematical  reasoning  is 
shaken  to  its  foundations. 

§ 166.  The  preceding  considerations  necessary  to 
understand  the  Theory  of  Credit  and  Cur- 
rency. 

§ 167.  Cash  Credits  shew  the  fallacy  of  the  Cur- 
rency principle. 
g 168.  On  open  Credits. 

On  Accommodation  Bills. 

g 169, 170.  On  the  nature  of  Accommodation  Bills. 
g 171,  172.  Errors  of  common  opinion  regarding 
Credit. 

g 173.  Common  estimate  of  the  security  of  real 
bills  exaggerated. 

§ 174,  175.  Difference  between  a Beal  and  an  Ac- 
commodation Bill.  The  one  founded  on  a past 
transaction,  the  other  on  a future  one. 

§ 176-180.  Investigation  of  the  true  danger  of 
Accommodation  Bills. 

§ 181.  2'his  explanation  quoted  by  Mr.  Commis- 
sioner Holroyd,  in  the  case  of  Lawrence, 
Mortimer,  and  Schrader. 

§ 182-185.  Explanation  of  this  case. 

§ 186.  Case  o f the  Western  Bank  of  Scotland. 

§ 1 87.  Forged  Bills. 

g 188.  Accommodation  paper  very  rife  in  times 
of  speculation. 

§ 189.  True  objection  to  Accommodation  Paper. 
g 190.  Cause  of  the  perplexity  in  dealing  legisla- 
tively with  Accommodation  Pa^er, 

§ 191.  Doctrine  in  the  cases  of  Rolje  v.  Caslon, 

§ 192-198.  Comments  on  this  doctrine. 

On  the  Tfansformation  of  Temporary  Credit 
inlo  Permanent  Capital. 

§ 199.  Examples  of  the  Doctrine  that  the  Release 
of  a Debt  is  always  efiuivalent  to  the  Pay- 
ment of  Money. 

§ 200-203.  Increase  of  the  Capital  of  the  Banks 
of  England  and  Scotland  by  payments  of 
their  own  notes 

§ 204.  Which  is  an  example  (hat  — X — is 
always  equivalent  -f-  X +. 

§ 205,  206.  All  Joint  Stock  Banks  increase  their 
Capital  by  similar  tneans. 

§ 207.  Public  loans  contracted  by  Credit. 

On  the  Extinction  of  Credit 

§ 208.  Vnexlinguished  Credit  is  the  cause  of  all 
commercial  crises. 

§ 209.  Various  methods  by  which  Credit  may  he 
extinguished. 

§ 210.  How  Credit  was  extinguished  before  (he 
institution  of  Banks. 

§211.  The  quantity  of  Credit  generated  depends 
upon  the  quantity  multiplied  into  the  velocity 
of  the  circulation  of  Money 


§ 212.  This  illustralcs  the  distinction  between  Bills 
of  Exchange  and  Bills  of  Lading. 

§ 213.  Credit  extinguished  by  the  institution  of 
Banks. 

On  the  Limits  of  Credit. 

§ 214,  215.  The  true  limits  of  Credit  indicated  by 
ike  etymology  of  the  word. 

§ 216,  217.  The  difficulty  in  the  case. 

§ 218-220.  The  limits  of  Commercial  Credit. 

§ 221.  How  to  limit  Banking  Credit. 

Sect.  IV. 

Os  THE  History  of  Ideas  on  the  Subject  or 
Credit,  and  an  Examination  of  the 
Opinions  of  Modern  Economists  on  it. 

§ 222,  223.  Origin  of  Credit  in  modem  times. 

§ 224.  Modem  Political  Economy  sprung  out  of 
the  failure  of  the  Mississippi  scheme. 

§ 225-227.  Law's  Theory  of  Paper  Credit  to  he 
distinguished  from  his  Theory  of  Paper 
Money. 

§ 228,  229.  Extracts  from  Law,  shewing  that  he 
kneio  that  Credit  was  equivalent  to  an  augmen- 
tation of  money. 

§ 230.  Turgot  originated  the  erroneous  notion  that 
Credit  is  an  operation. 

§ 231-236.  The  opinion  of  Adam  Smith  on  the 
Nature  of  Credit,  shewing  that  he  always 
treated  it  as  Productive  Capital. 

The  opinion  of  J.  B.  Say  on  Credit. 

§ 237,  238.  Say  followed  up  the  erroneous  notions 
of  Turgot. 

§ 239.  Self-contradiction  of  Say  on  the  subject  of 
Capital. 

§ 240.  Say's  self-contradiction  on  the  subject  of 
Value. 

§ 241-243.  Say  expressly  classes  Debts  as  Wealth, 

§ 244-246.  His  contradictory  conceptions  oj 
Credit. 

§ 247.  Say  expressly  calls  instruments  of  Credit 
Capital. 

The  opinion  of  Mr.  J.  S.  Mill  on  the  subject  of 

Credit. 

§ 248.  Mr.  MilVs  definition  of  Wealth  includes 
instruments  of  Credit. 

§ 249.  His  definition  of  Capital  includes  instru- 
ments of  Credit. 

§ 250-258.  Further  extracts  fi'om  Mr.  Mill,  shew- 
ing that  he  expressly  calls  Credit  Productive 
Capital. 

§ 259.  Self-contradiction  of  Mr.  Mill.  He  ridi- 
cules the  notion  that  Credit  is  Capital. 

§260,261.  Mr.  MilVs  confusion  of  ideas  on 
Credit. 

§ 262.  Other  writers  have  fallen  irdo  the  same 
confusion. 

On  the  opinion  of  M.  Cleszkowski  on  the  Nature 

of  Credit. 

§ 263-267.  Error  of  M.  CieszkowskVs  opinion. 

On  the  opinion  of  some  Algebraists  respecting  the 
Nature  of  Credit,  or  Debts. 

§ 268-270.  On  the  opinions  of  Euler,  Peacock, 
and  other  Algebi'aisis,  on  Credit. 

§ 271.  What  Credit  is  noU  und  what  it  is. 

§ 272.  Conclusion. 
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CREDIT  FONCIER.  — When  after  a lonpr 
period  of  inactivity  the  energies  of  a people  are 
suddenly  turned  in  an  industrial  direction,  they 
find  innuinerable  enterprises  which  would  be 
ju’ofitable  if  only  they  possessed  the  means  of 
settinjf  them  agoiiij'.  The  quantity  of  money 
which  was  found  sufficient  for  a non -industrial 
people,  is  now  found  to  be  wholly  inadocpiate  to 
the  increased  demands  for  it,  and  the  only  conse- 
quence can  be,  that  if  there  be  a p*catly  increased 
demand  for  tiie  existing  quantity  of  money,  the 
rate  of  discount,  or  interest,  wiUVise  proportion- 
ably,  and  rise  to  such  an  extent  as  to  preclude  all 
possibility  of  profit  from  such  enterprises,  even  if 
eftt'cred. 

It  has  been  invariably  found,  therefore,  that 
whenever  this  takes  place,  there  are  abundant 
schemes  set  afloat  for  increasing  the  quantity  of 
money.  ^ This  was  i>articularly  the  case  after*  the 
restoration,  in  England,  when  men,  weary  of 
politics  and  polemics,  began  to  turn  their  attention 
more  to  commerce. 

Among  fields  of  enterprise  none  appeared  at 
that  time  more  promising  than  agi’icultnre.  But, 
unfortunately,  all  the  available  specie  was  ab- 
sorbed in  commerce;  none  was  to  b(!  Iiad  for 
agi-icnltnre,  or,  at  least,  except  at  such  rates  as 
to  be  a practical  prohibition. 

It  was  this  real  want  that  gave  rise  to  the 
schemes  of  Asgill,  Chamberlcn,  and  others,  for 
the  purpose  of  turning  the  land  into  money, 
which  were  so  rife  at  that  period.  Among  all  of 
tliciu,  John  Law  s has  attained  the  greatest  name. 
He  perfectly  well  understood  the  powers  of  Credit, 
and  he  saw  that  Credit  was  an  increase  of  tlie 
powers  of  ]\Ioney;  but  he  suav  that  Ci-cdit  was 
limited  by  Money,  and  his  plan  was  to  devise  a 
scheme  by  which  paper  money  should  be  created, 
which  should  maintain  an  equality  of  value  with 
silver. 

He  supposed  that  if  the  land  were  mort*Ta'^ed 
to  the  Government  it  might  create  paper  monev 
to  the  amount  of  the  value  in  silver  of  the  land, 
and  that  this  paper  money  would  circulate  at  par 
with  silver. 

This  doctrine  may  seem  to  have  some  plausi- 
bility ill  it,  and  has  many  modern  admirers.  But, 
nevertheless,  whenever  it  has  been  tried  in 
practice,  it  has  uniformly  been  found  to  fail. 
This,  however,  is  not  the  place  to  point  out  its 
error,  nor  to  detail  the  practical  examples  of  its 
failure.  (Baxkixg  ix  Franxe;  Currency* 
Law.)  ’ 

Ten  years,  however,  after  the  failure  of  Law's 
system  in  France,  the  Scottish  Banks,  by  the 
admirable  invention  of  Cash  Credits  pushed 
Credit  to  the  utmost  extent  of  its  legitimate 
imits,  and  realized  all  that  was  practicable  in 
Law's  scheme. 

No  one  who  understands  the  subject  can  fail  to 
•cc  the  enormous  advantages  of  paper  wlien  duly 
ulministcred.  But  the  great  difficulty  in  all  such 
rases  is  to  determine  w'hat  are  the  true  limits  of 
he  issues  of  jiaper.  That  is,  to  what  extent  it 
nay  be  issued  and  maintain  an  equality  of  value 
V ilh  silver.  In  tact,  it  is  one  of  the  ]>rofouiidest 
►roblems  in  Political  Economy,  and  of  the  most 
nomentous  consequence  to  the  prosperity  of  the 
lation. 

Seeing,  then,  that  paper  money  directly  based 
’ pon  land  was  a failure,  and  that  the  invention  of 
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Cash  Credits  could  not  be  carried  out  by  the 
timid  and  narrow  system  of  foreign  banks,  the 
question  w as  how  to  divert  Capital  to  the  land, 
without  creating  paper  money.  ’ 

At  the  close  of  the  .«eveii  years’  war,  the  pro- 
prietors in  Silesia  found  themselves  hi  a state  of 
inextricable  embarrassment.  The  ruin  and  de- 
struction caused  by  the  war,  and  the  low  price  of 
corn,  canseil  by  the  general  distress,  made  them 
unable  to  meet  their  engagements.  Interest  and 
commission  rose  to  13  per  cent.  Thev  obtained 
a respite  of  three  years  to  jniy  their  debts.  To 
alleviate  tln^  distress  arising  out  of  this  state  of 
matters,  a Berlin  merchant,  named  BUring,  in- 
vented a system  of  Land  Credit,  which  has  been 
very  exten.‘‘ively  adojited  in  Germany,  Russia, 
Poland,  and  lastly  in  France. 

Proprietoi  s of  land  can  no  doubt  borrow  money 
on  mortgage ; but  in  every  country  such  transac- 
tions are  a:  tended  with  many  inconveniences. 
They  have  many  expensive  formalities  to  undergo, 
sucli  as  investigation  of  title,  &c.  Moreover,  the 
difficulties  and  expense  of  transfer  are  usually 
very  great,  as  each  {uircliascr  has  to  undergo  the 
same  investigation  and  expense.  If  the  debtor 
fails  to  jiay,  the  process  of  obtaining  redress,  or 
|)ossossiou  of  the  land,  is  usually  very  troublesome 
and  expensive.  The  consequence  of  all  these 
obstacles  is,  of  course,  to  raise  gi’oatly  the  terms 
on  which  money  can  be  borrowed  on  mortgage. 

The  system  of  Government  Funds  suggested  to 
Buring  the  idea  of  creating  a similar  species  of 
land  stock.  Tlie  Government  could  usually 
borrow  much  cheaper  tlian  the  landlords,  because 
the  title  -was  sure  ami  indisputable,  and  there 
was  no  impediment  to  the  negotiability.’ 

Biiriiig,  tln  refore,  conceived  the  idea  of  substi- 
tuting the  joint  guarantee  of  all  the  proprietors 
for  tliat  (»f  individuals,  and  establishing  a book  in 
which  this  laud  stock  should  be  registered  and  be 
transferable,  and  the  divideiuls  paid  exactly  in 
the  same  way  as  the  public  funds.  Tiie  Credit, 
therefore,  ot  the  Association,  was  always  inter- 
posed between  the  lenders  and  the  borrowers. 
Tlio.«c  who  bought  this  stock  looked  only  to  the 
Association  for  payment  of  their  dividends,  and 
the  borrowers  paid  all  interest,  &c.,  to  the  As- 
sociation, which  tot»k  upon  itself  all  qne.stions  of 
title  and  security.  The  whole  of  these  obligations 
were  turned  into  stock  transferable  in  all  respects 
like  the  publio  funds.  Such  is  the  general  design 
of  these  Associations.  It  is  jilain  that  thev  avoid 
the  rock  of  creating  paper  mom*)',  w'hile  they 
gi-eatly  facilitate  the  application  of  Capital  to  the 
land.  They,  m fact,  do  uotliliig  more  than  turn 
mortgages  into  stock. 

There  are  diderent  methods  of  organizing  such 
Associations,  which  we  shall  descrilie  presently, 
but  we  may  say  in  a general  way  that  the  system 
M-as  introduced  into  Silesia  in  *1770;  the  March 
of  Bramleiibnrg,  iu  1777;  Pomerania,  in  1781  ; 
Ilambiu-gli,  in  1782;  West  Prussia,  in  1787; 
Eiu-Jt  Prussia,  in  1788;  Luneburg,  in  1791; 
Esthonia  and  Livonia,  in  1803;  Schleswick-Hol- 
stoin,  in  1811  , ^Mecklenburg,  in-1818;  Posen,  in 
1822;  Poland,  in  1825  ; Kalonberg,  Grnbeii- 
hageii,' and  llildcshcim,  in  1826;  Wurtemberg, 
in  1827 ; Ilessc-Cassel,  in  1832  ; AVe.stphalia,  in 
183.5;  Gallicia,  in  1841;  Hanover,  in  1842;  and 
Saxony,  in  1844. 

These  Associations  are  divided  into  two  classes. 
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The  first  are  private  associations,  and  these  again  i 
are  divided  into  companies  founded  by  tlie  bur-  | 
rowers,  and  financial  companies  founded  by  the  i 
lenders;  the  second  are  associations  founded  by 
the  State  or  the  provincial  autliurities. 

The  fullest  information  respecting  these  Com- 
panies is  to  be  found  iu  M.  Josseau's  work,  | 
mentioned  below,  from  which  we  take  the  follow- 
ing details. 

Of  Private  Associations  formed  by  the  bor- 
rowers there  are — 

Pomerania, 

The  Socifte  <le  Pomerania^  called  Laiidschaft, 
or,  Lamhchiift  Casse,  founded  in  1781,  with  an 
advance  of  200,000  thalers  from  Frcdericli  II., 
and  with  revised  statutes,  in  1846. 

The  Company  creates  negotiable  obligations  at 
3^  per  cent,  for  100  thalers  and  upwards,  and  3^ 
per  cent,  below,  payable  half-yearl>\ 

The  proprietor  pays  4 per  cent,  interest,  and  ^ 
per  cent,  for  expense  of  management. 

The  holder  of  the  obligations  has,  as  security 
fur  their  payment,  the  entire  capital  of  the  Com- 
paiiv,  the  laud  specially  mortgaged  for  them,  and 
the 'liability  of  all  the  proprietors  of  the  circle, 
ami,  if  that  should  fail,  all  the  proiirictors  of 
Pomerania.  There  is  no  priority  of  iirefercnce 
among  the  obligations.  The  holder  may  take 
away  the  negotiability  of  the  notes,  which  can 
only  be  resbu’cd  by  a Court,  The  lu>Idcr  cannot 
demand  repavment,  but  the  Comi>any  may  ]>ay 
otf  their  bonds.  These  bonds  can  only  be  issued 
oil  ]>roi»crty  in  the  power  of  the  Company. 

The  head  office  of  the  Company  is  at  Stettin. 
A royal  commission  has  the  surveillance  of  its 
operations,  and  presides  at  the  general  meetings. 
The  Administration  consists  of  a director  and  two 
assistants.  Tliere  arc  four  departments  in  the 
country,  with  a director  at  their  head,  and  several 
branches  to  each.  These  branches  have  to  make 
all  the  necessary  inquiries  concerning  the  property 
upon  wliich  loans  are  to  be  advanced. 

The  borniwcrs  receive  the  Company’s  bonds  at 
the  exchange  of  the  day,  in  sums  ol  200  or  1,000 
thalers.  For  one-teiitli  of  the  loan  they  may 
receive  100,  50,  and  25  thaler  notes.  They  may 
jiay  either  in  money,  or  iu  the  Company’s  bonds, 
Avliich  they  may  purchase  from  the  jiublic.  Over- 
due coupons  are  also  received  as  ready  money. 
Thus,  again  shewing  that  the  Release  of  a Debt 
is  equivalent  to  the  payment  of  money,  or  — X 
— = 4-  X -!-•  A.  debtor  may  at  any  time  pay 
off  his  debt,  on  giving  8 mouths’  notice  before  the 
payment  of  the  coupons,  and  paying  a deposit  of 
5 per  cent.  The  Company  may  also  redeem  its 
bonds  oil  giving  6 months’  notice.  Iu  1837,  its 
bonds  in  circulation  amounted  to  55,602,844 
dollars,  and  they  were  above  par. 

Russia* 

The  Sanque  de  Credit  Sy^^tem  was  founded  in 
1818,  by  Alexander,  who  advanced  funds  for  its 
organization.  It  extends  through  the  Baltic 
Provinces,  Livonia,  E.sthonia,  and  Courlaud. 

It  issues  bonds  transferable  by  indorsement 
bearing  4 per  cent,  interest,  something  for  ex- 
penses, and  something  also  to  form  a sinking  fund. 
Its  bonds  are  received  by  the  Government  at 
their  nominal  value. 
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Poland. 

The  Societe  de  Credit  Fonder  de  Polopte  was 
founded  in  1825,  ami  reformed  iu  1838.  It  issues 
bonds  bearing  4 per  cent,  interest,  transferable 
by  iiulor.'^ement  or  delivery.  The  borrowers  pay 
4'per  cent,  interest,  2 per  cent,  to  form  a sinking 
fund,  a fee  of  1 florin  for  notes  of  200  or  500 
florins,  and  2 florins  for  those  of  a 1,000  florins. 
Bv  this  means  tlie  debt  is  redeemed  in  28  years. 
The  sum  advanced  does  not  exceed  one-lialf  the 
estimated  value  of  the  laud.  The  holders  of  the 
Company’s  bonds  have  iis  security,  besides^  the 
lauds  specially  mortgaged,  national  domains  given 
by  the  Crown,  and  the  reserve  fund  of  the  Com- 
pany. The  btinds  are  issued  at  M arsaw,  at  the 
head  office,  on  the  recommendation  of  the  branches 
in  the  departments.  Debtors  may  free  themselves 
at  any  time  by  paying  off  the  debt  and  2 per  cent, 
additional.  A general  meeting  is  held  every  two 
years,  at  which  the  Minister  ot  Finance  presides. 
The  bondholders  also  have  meetings,  at  which  all 
the  creditors  above  10,000  florins  have  a voice  for 
tlie  purpose  of  considering  any  proposals  made  by 
the  Company. 

GalUda. 

The  Company  of  Gallicia  is  the  only  Bank  of 
Crklit  Fonder  in  Austria.  It  was  founded  in 
1841  by  the  Provincial  Estates.  It  issues  bonds 
of  from  100  to  1,000  florins,  bearing  interest  at  4 
per  cent.  Besides  the  4 per  cent,,  the  borrower 
jiays  1 per  cent,  to  form  a sinking  fund,  a single 
payment  of  3 per  cent,  to  form  a reserve  fund,  | 
per  cent,  for  cost  of  management,  and  the  tirst  six 
months’  interest  in  advance,  on  receiving  the  loan. 
The  bonds  cannot  be  issued  for  less  than  1,000 
florins,  and  only  to  the  extent  of  one-half  of  the 
free  value  of  the  land.  The  holders  ot  the  bonds 
may  be  compelled  to  receive  piiymeut  of  them  on 
receiving  6 months'  notice.  The  debtors  may 
always  pay  off  their  obligations  by  adding  6 
months’  interest.  In  1843  the  Company's  bonds 
in  circulation  amounted  to  11,414,016  francs. 

Wurtemberg. 

The  Wurtemhcrgischer  Creditverein  was  founded 
in  1827,  and  its  statutes  revised  in  1831.  It 
differs  from  the  preceding  Companies  so  far  that 
it  advances  the  money  itself  to  the  borrowers, 
and  not  merely  its  bonds.  Its  operations  Avere  at 
first  limited  to  6 millions  of  florins,  but  it  has  the 
right  of  contracting  new  loans.  The  Company 
gives  to  its  creditors  negotiable  bonds,  which  may 
be  divided  into  100,  200,  500,  or  1,000  florins. 
They  bear  interest  at  3 per  cent.  Tlie  Company 
only  lends  on  first  mortgages,  and  to  the  amount 
of  one-half  of  the  value,  or  two-fifths  of  the  in- 
come. The  borrowers,  besides  the  3 per  cent, 
interest,  pay  ^ per  cent,  for  cost  of  inaiiagcincut ; 
1 per  cent,  as  a sinking  fund,  by  which  the  loan 
is  redeemed  in  48  years. 

The  Company  makes  profits  by  the  debtors 
paying  their  interest  half-yearly,  while  it  only 
pays  its  creditors  yearly.  The  debtors  also  ]>iiy 
their  interest  6 Aveeks  before  the  end  of  the  half 
year.  At  the  redemption  of  the  debt  at  the  end 
of  the  48  years,  tlie  debtors  pay  two  years’  inte- 
rest to  form  a reaTvefund,  and  to  free  themselves 
from  their  joint  liability.  They  must  also  pay  ^ 
per  cent,  of  their  actual  debt  for  cost  of  manage- 
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ment,  and  a premium  of  per  cent,  on  the 
advance,  and  when  they  wish  to  pay  off  any  part 
of  their  debt  before  it  is  due,  they  must  pay  10 
per  cent,  additional.  The  contribution  to  the 
sinkin^j  fund  varies  according  to  the  choice  of  the 
borrower,  so  that  he  may  pay  off  the  debt  at  the 
minimum  of  10  years,  or  the  maximum  of  50. 
In  1846  the  Company  had  bonds  to  the  amount 
of  11,936,930  francs  in  circulation,  which  stood  at 
a premium  of  12  per  cent. 

Saxony. 

There  are  two  Land  Credit  Ranks  in  Saxonv, 
one  private  and  the  other  public.  The  private 
one  is  called  the  Union  de  Credit  des  pays  Here* 
ditaires,  created  in  May,  1844,  with  revised 
statutes  in  1849.  It  advances  on  both  nobles’ 
and  peasants’  land,  which  produce  not  less  than 
1,256  francs  a year.  It  makes  its  loans  by  bonds 
of  500,  100,  and  25  thalers,  at  an  agreed  rate  of 
interest,  and  to  not  less  than  3,756  francs,  and 
not  more  than  half  of  the  value  of  the  land. 
Debtors  must  pay  half-yearly,  and  three  mouths 
before  the  Company  pays  its  dividends.  The 
public  authorities  and  trustees  are  authorized  to 
invest  funds  at  their  command  in  these  bonds. 
Ill  1849  those  in  circulation  amounted  to  4,470,656 
francs. 


Hanover. 

Hanover  has  one  public  and  four  private  as- 
sociations of  Credit  Fonder,  The  private  ones 
are — 

1.  InsHhit  de  Credit  Hypothecnire  de  Lunehur^, 
founded  in  1790,  for  making  advances  to  the 
nobles.  Its  bonds  are  not  less  than  200  thalers. 
It  pays  dividends  of  3 per  cent,  half-yearly.  The 
borrower  pays  5 ]>er  cent,  for  the  first  five  years, 
and  44  per  cent,  afterwards  half-yearly.  It  never 
can  demand  more  than  5 per  cent  from  the 
debtors,  but  if  it  is  obliged  to  pay  nutre  than  3 
per  cent,  on  what  it  borrows,  it  may  take  the 
difference  from  the  sum  paid  towards  the  sinking 
fund.  The  debtors  may  pay  by  iustalmeiits  of 
50,  100, 200,  or  more,  thalers,  on  giving  six  months’ 
notice.  If  they  redeem  the  debt  before  the  end 
of  five  years  they  must  pay  2 per  cent.,  after  that  ^ 
per  cent.  The  debtors  pay  2 per  cent,  for  the 
first  five  years,  and  4 per  cent,  from  the  sixth  to 
the  seventeenth  years. 

2.  Association  de  Credit  pour  Vordre  equestre 
des  prindpautes  de  Kalenberfr,  Grubenhagen^  et 
Hildesheim.  This  Company  was  founded  in  1825, 
and  by  new  statutes  in  1838  was  enabled  to  make 
advances  on  peasants’  land,  if  not  less  than  6,000 
thalers  in  value.  Its  organization  is  very  much 
the  same  as  that  of  Luueburg.  In  1844  its  bonds 
in  circulation  were  only  1,500,000  thalers. 

3.  Etahlissement  de  CrHit  pour  Vordre  equestre 
des  prindpautes  de  Brdne  et  de  Verden.  This 
Company  was  founded  in  1826.  Its  statutes  are 
very  similar  to  those  of  the  Rank  of  Lunebiirg. 
It  charges  44  jier  cent,  when  it  advances  to  the 
value  of  one-half  of  the  land.  The  debtors  may 
redeem  their  debts,  either  in  72  years  by  paying 
I per  cent. ; in  56  years  by  paying  4 l*er  cent.” 
in  47  years  by  paying  3 per  cent. ; or‘in  41  years 
by  paying  1 per  cent.  The  charge  for  cost  of 
management  is  not  to  exceed  j per  cent. 

4.  Association  de  Credit  pour  les  proprietaires 
dans  les  prindpauie  de  la  Frise  Orientale,  et  de  i 
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B HarlingerAand.  This  is  a small  establishment 
t founded  in  1828.  ' 

) 

i Mecklenburg-Schwerin  and  Strelitz. 

; I These  two  Grand  Duchies  have  a Rank  of 
Crdlit  Fovder  between  them.  This  was  amoii*^ 
; the  earliesr  founded,  and  was  remodelled  in  181^1! 

: It  issues  bonds  varying  from  1,000  to  25  thalers* 

' bearing  3^  per  cent,  interest.  The  debtors  pay! 
besides  this  utercst,  \ per  cent,  half-yearly,  as 
well  as  a i-remiiim  of  ^ per  cent,  on  the  loan,  to 
cover  cost  of  management,  and  j per  cent,  to  form 
a sinking  fund.  The 'debtors  may  redeem  their 
debts  in  advance  by  buying  up  the  Company’s 
bonds. 

Hamburg. 

A pi  i%  ate  Caisse  de  Credit  pour  les  propriHes 
et  les  terrains  de  la  dlle  de  Hamburg  was  founded 
in  1832,  and  its  statutes  revised  in  1844.  Its 
intention  Ls  to  form  a fund  by  gradual  contribu- 
tions, to  make  advances  to  proprietors  whose 
lands  are  mortgaged  and  tlie  sums  demanded  by 
the  mortgagees,  and  to  extinguish  the  debt  by  a 
yearly  sinking  fund.  There  are  three  classes 
whom  this  Company  is  intended  to  benefit : I 
Proprietors  of  land  situated  in  Hamburg,  who 
may  place  their  money  at  interest  in  it;  2ndly, 
Proprietors  wdiom  tlie  Company  guarantees 
against  their  creditors  to  the  extent  of  3 of  their 
property;  and  3rdly,  Private  persons  who  wish 
to  buy  real  ])i'opertv  by  making  annual  payments. 

Those  of  the  first  class  pay  2 per  cent,  on  the 
estimated  value  of  their  property  on  entering,  as 
well  as  4 per  cent,  half-yearly.  The  Company 
pays  24  per  cent,  on  these  sums,  when  they 
amount  to  1,000  marcs-bauco.  Proprietors  who 
wish  repayment  must  give  6 months’ notice ; they 
may  receive  a bond  if  they  please. 

The  contributions  paid  by  the  second  class  are 
similar  to  tliose  ot  the  first.  The  property  is  re- 
valued every  five  years.  The  guarantee  of  the 
Company  consists  in  this,  that  the  proprietors  can 
claim  its  assistance  when  the  payment  of  the  debt 
is  demanded  from  them,  and  they  cannot  get  it 
elsewhere  at  4 per  cent.  Those  of  wdiom  payment 
is  demanded  must  give  notice  to  the  Company 
within  4 we<*k.s,  and  must  themselves  endeavour 
to  raise  tlie  money.  If  the  Company  has  to  ]>ay 
off  the  debt,  it  succeeds  to  the  rights  of  tlie 
creditor.  The  debtor  must  then  pay  4 per  cent, 
per  annum,  besides  his  other  contributions;  but 
he  is  not  liable  to  be  called  on  to  pay  the  capital. 
Rut  he  may  pay  it  off  on  giving  6 months’  notice! 

Those  of  the  third  class  specify  the  capital  they 
require,  for  wliich  they  receive  a note.  The  pav- 
meiits  are  the  same  as  those  of  the  first  class. 
Rut  if  they  jdace  a sum  in  it  they  receive  24  per 
cent,  interest.  When  the  i>urchase  is  made'they 
may  enter  either  of  the  other  classes.  The  Com- 
pany receives  dejiosits  from  the  jiublic,  in  return 
for  which  they  give  bonds  bearing  interest  at  3 
per  cent,  above  that  sum,  payable  yearly. 


Denmark, 

In  1786  the  Government  founded  a Credit* 
Kasse  for  the  purpose  of  making  advances  for  the 
improvement  of  agi-iculture  at  2 per  cent.  It  has 
since  then  founded  several  savings’  bank  for  the 
same  purpose  In  1850  a law  was  passed  to  form 
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the  establishment  of  Banks  of  Credit  Fonder.  \ 
It  enacted  that  each  society  must  have  an  united 
fund  of  1 million  rixdalers,  or  3 million  francs. 

Its  boiuls  must  not  be  below  50  rixdalers,  nor  for 
a sum  exceeding  the  mortgage,  which  must  not 
ho  for  more  than  two-thirds  of  the  value  of  the 
laud.  The  members  to  be  jointly  and  severally 
liable  for  the  bonds.  The  debtors  must  pay 
something  to  a sinking  fund.  The  )>anks  must 
send  a quarterly  balance  to  the  Minister  of  the 
Interior.  The  bonds  of  the  bank  are  free  from 
stamp  duties,  and  the  pro])erty  of  minors  and  of 
the  public  may  be  invested  in  them.  The  banks 
may  borrow  and  lend  above  the  legal  rate  of 
interest  4 per  cent.  This  law  was  received  with  | 
great  favour,  and  immediately  on  its  passing  ^ 
s(;veral  banks  were  formed,  but  we  have  no 
information  how  they  have  succeeded  up  to  the 
present  time. 

The  second  sort  of  private  associations  con- 
sists of  those  formed  by  companies  of  lenders. 

Bavaria. 

No  establishment  of  CrMit  Fonder  founded 
in  Bavaria  before  1835,  though  many  had  been 
talked  of.  In  that  year  the  Bampie  Hypothecaire 
et  (Tescompte  was  founded  at  Munich,  by  a com- 
pany of  shareholders,  with  a capital  of  10  millions 
of  florins,  divided  into  20  thousand  shares. 

This  bank  issues  notes  at  10  florins,  which  are 
legal  tender,  discounts  bills,  receives  deposits, 
and  is  also  a fire  and  life  insurance  company,  a 
savings’  bank,  and  one  of  CrMit  Fonder,  Its 
privilege  is  for  99  years.  Its  notes  must  not 
exceed' 4-lOths  of  its  capital,  nor  the  sum  of  8 
millions  of  florins.  Three-fourths  of  its  issues 
must  be  covered  by  a mortgage  of  laud  of  double 
the  sum  advanced,  the  remaining  fourth  by  sj)ecie. 

The  bank  lends  on  all  sorts  of  capital  producing 
revi-nue,  in  sums  not  less  than  1,070  francs.  The 
borrower  pays  an  interest  which  cannot  exceed  6 
per  cent.,  nor  be  less  than  4^,  including  the  sink- 
ing fund.  At  the  minimum  it  requires  61 4 years 
to  redeem  the  debt.  The  sum  paid  to  lenders  is 
3 per  cent.,  and  I per  cent,  is  kept  for  cost  of 
management,  and  a reserve  fund.  Interest  is  paid 
half-yearly.  But  at  each  payment  the  sums  paid 
to  the  sinking  fund  are  marked  off  against  the 
capital,  and  the  balance  treated  as  a new  loan. 
The  obligations  signed  by  the  borrowers  are  not 
negotiable.  Their  place  is  filled  by  the  shares  of 
the  bank  and  its  notes.  Its  shares  have  been  , 
quoted  at  30  per  cent,  premium.  The  bank  pays  i 
its  shareholders  an  interest  only  of  3 per  cent.  ))cr 
annum,  but  they  divide  the  other  profits.  Its 
notes  enjoy  great  credit,  and  arc  received  in 
public  payments.  The  aftairs  of  the  bank  are 
governed  by  the  60  principal  shareholders.  They 
name  seven  sharohclders  as  directors,  who  must 
not  engage  in  commerce.  The  sixty  meet  once  a 
year,  the  directors  once  a week. 

This  bank  passed  easily  through  the  financial 
crisis  of  1848.  In  1849  its  loans  amounted  to 
13,952,598  florins.  It  has  been  found  to  be  of  the 
greatest  public  utility,  and  has  constantly  increased 
in  prosperity. 

Hesse*Darmstadt. 

There  is  a company  with  limited  liability, 
called  the  Renten- Anstalt,  at  Darmstadt,  which, 
besides  granting  life  assurances  and  tontines, makes 
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advances  on  land,  to  doable  the  value,  in  sums  of 
not  less  than  500  florins.  The  borrowt-r  may  pay 
off  the  loan  in  annuities  of  from  6 per  100  to  30 
per  cent,  at  his  pleasure.  At  6 per  cent,  the  debt 
is  redeemed  in  33  years.  The  company  pays  its 
creditors  4j  per  cent,  per  annum.  The  borrower 
may  always  accelerate  or  retard  the  final  liquida- 
tion by  increasing  or  diminishing  the  annuity. 

Belgium. 

In  Belgium  some  of  these  institutions  have 
failed.  But  there  are  two  in  operation. 

1.  Caisse  ties  proprietaires^  a limited  liability 
; company,  founded  at  Brussels  in  1835,  and  incor- 

j ]>orated  for  99  years.  It  lends  to  the  amount  of 
\ 66  ]ier  cent,  of  the  value  of  the  laud.  The  interest 
is  fixed  from  time  to  time.  The  borrower  pays 
besides  something  to  extinguish  the  capital,  and 
not  more  than  1 ])ercent.  on  the  loan  fur  commis- 
sion. He  may  regulate  the  annuity  so  as  to 
extinguish  the  debt  in  terms  of  from  5 to  60  years. 
Borrowers  may  ])ay  the  interest  either  in  money 
or  in  the  company’s  obligations.  They  may  also 
discount  their  debts  at  the  rate  agreed  upon. 

The  company  issues  its  obligations  on  the  first 
of  every  moiuh  for  the  sum  agreed  to  be  advanced 
duriiig'the  i)receding  mouth.  The  capital  is  3 
million  francs,  divided  into  shares  of  500  francs. 
Tlie  B:mk  of  Brussels  receives  the  company’s 
obligations  at  i>ar. 

2.  Caisse  Hypothecaire.  This,  like  the  last,  js 
a company  with  limited  liability,  founded  in 
1835,  incorporated  for  60  years.  This  bank 
borrows  at  4 per  cent,  by  issuing  shares,  which 
also  participate  in  any  sur])lus  profits.  It  lends 
at  4 per  cent.,  with  1 per  cent,  commission,  and 
an  annuity  to  redeem  the  debt.  It  issues  its 
obligations  once  a month,  and  receives  them  ex- 
clusively in  payment  of  the  annuities  due  to  it. 

The  second 'class  of  these  establishments  are 
founded  by  the  State  and  under  its  control, 

Russia. 

In  Russia  there  are  four  classes  of  institutions 
of  Credit  Fonder.  The  first  was  founded  by 
the  Empress  Catherine  II.,  about  the  middle  of 
the  last  century.  There  are  more  than  100  in 
the  country.  They  consist^ — 1.  Of  those  managed 
by  the  Ministry  of  Finance  for  the  benctit  of  the 
state;  2.  Local  establishments  in  each  Govern- 
ment under  the  Ministry  of  the  Interior;  3.  Those 
founded  bv  the  Comimines ; 4.  Those  directed  by 
the  Council  of  the  Foundling  Hospital,  under  the 
patronage  of  the  Empress.  Every  one  holding  the 
rank  of  nobility,  merchant,  or  agriculturist,  who 
possesses  landed  property,  has  a right  to  Credit 
Fonder.  Proprietors  of  lands  with  serfs  are  en- 
titled to  an  advance  of  10  silver  roubles  for  every 
male  serf.  The  borrower  pays  5 ]>er  cent,  interest, 
^ per  cent,  for  commission,  and  4 per  cent,  on  the 
advance.  It  is  said  that  the  proprietors  prefer 
to  borrow  from  private  bankers,  in  consequence 
of  the  terras  of  repayment  being  easier. 

Hanover. 

In  Hanover  a State  Bank  was  founded  in  1840, 
to  facilitate  the  redemj^tion  of  the  feudal  burdens 
and  tithes,  and  it  extended  its  operations  as  a bank 
I of  CrMit  Funder  into  those  lu'ovinces  which  had 
1 none  before.  Its  statutes  were  revised  in  1849. 
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It  issues  bonds  repayable  in  six  niontlis,  and  one 
month  after  sijrlit,  not  cxcoedin^  5,000  thalers. 
The  Govenmient  guarantees  tlie  bank  to  the 
aniffuut  of  80,000  tlialers,  and  always  keeps 
100,000  thalers  ready  to  assist  it  to  repay  its 
bonds  it  necessary.  The  borrower  pays  not  more 
than  4|  per  cent,  per  anmim — for  interest,  } 
per  cent,  for  management,  and  h per  cent,  for 
sinking  fund,  Tliis  redeems  the  debt  in  60  years. 
At  1 per  cent,  the  debt  is  redeemed  in  43  years. 
If  the  rate  of  interest  falls  below  3^  per  cent.,  tlic 
remainder  goes  to  the  beuetit  of  the  sinking  fund. 
The  bank  i.s  said  to  liave  doue  great  service  by 
redeeming  the  feudal  burdens. 

Saxo7iy. 

There  i.s  besides  the  private  bank  we  have 
already  mentioned,  a State  bank,  called  Banrjue 
Hypotht’cnire  ties  Etats  Provim  ioitx  de  la  Haute- 
Lumvcy  founded  in  1844  by  the  Estates  of  Haute- 
Lusace.  It  issues  bonds  for  not  less  than  100 
thalers,  bearing  interest  fixed  from  time  to  time 
by  the  Estates.  The  borrower  pars  also  a pre- 
mium (pf  i to  ^ percent.,  and  also".^  percent  to 
the  reserve  fund.  lie  is  not  bouiid  to  pay  an 
annuity  as  a sinking  fund,  but  may  pay  it  in  any 
sums  he  pleases,  not  less  than  20  thalers.  In 
case  the  debtor  docs  not  jiay  the  interest  within  a 
month  after  it  is  due,  tlie  bank  may  call  np  the 
capital.  Ill  1847  the  bonds  in  circulation  were 
1,668,330  trancs.  It  is  said  not  to  bi*  in  a very 
prosperous  condition,  as  the  expenses  of  manan-e*- 
ment  are  too  great.  ° 
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others  we  have  mentioned.  The  owner  of  real 
property  has  the  right  to  deliver  to  commissioners 
appointed  by  the  magistrates  his  titles  to  it,  and 
these  are  made  negotiable  like  Dills  of  Exchange 
These  iusiruments  are  of  the  nature  of  Dock 
AVarrants. 

In  Delgium  and  Switzerland  projects  for  insti- 
tutions of  this  nature  were  brought  forward  and 
m course  «>f  organization  at  the  date  when  M. 
Jossean's  book  was  published. 

These  institutions  have  had  the  most  remark- 
able effects  in  promoting  the  agriculture  of  the 
countries  they  have  been  founded  in.  Their 
obligations  have  maintained  through  all  crises— 
monetary,  war,  and  revolutionary— a steadiness 
ot  value,  fer  beyond  any  other  public  seciu-ities 
whatever,  either  government  or  commercial.  M 
Josscau  states  (Traitedu  Crklit  Fonder.  LUrod. 
p.  XXV.  that  in  a population  uf  27,827,990  the 
negotiable  Lettres  de  or  Pfnmlbriefe 

amount  to  about  540,423,158  francs.  lu  1848* 
when  all  public  securities  fell  enormously,  ownin' 
to  the  revolution,  the  Pfaudbriefe  kept  their  value 
better  than  anything  else.  The  Prussian  funds 
fell  to  69,  the  shares  of  the  Bank  of  Prussia  to  63 
and  the  Railroad  shares  to  30  to  90  per  cent.' 
whereas  the  Land  Credit  bonds,  prodnciin>‘  34  per 
cent,  intere.-^t,  in  Silesia  and  Pomerania  stood  at 
93,  in  A\  est  Prussia  at  83,  and  in  East  Prussia  at 
96.  In  1850,  those  producing  4 per  cent,  were  at 
102  in  Posen,  and  at  103  in  .Mecklenburg. 


Hesse-Electorale, 

In  1832  the  Government  founded  a bank,  called 
the  Landes- Credit- Kanse^  to  assist  the  peasants  to 
redeem  their  tithes,  and  feudal  burdens,  liy  loans, 
at  from  3|  to  2 per  cent.  Its  operations  have 
been  extended  by  subsequent  statutes.  The  bank 
borrows  from  other  banks,  savhtg.s’  banks,  cor- 
porations, and  private  persons,  and.  from  the  State, 
at  rates  not  exceeding  3A  per  cent.,  the  sums  it 
knids  out.  The  State  is  liable  for  all  its  obliga- 
tions. Debtors  pay  44  per  cent,  interest.  At  Tlie 
end  of  1848  the  bank  had  advanced  17,586,536 
thalers,  and  it  is  said  to  have  been  of  great  service. 

Nassau. 

In  this  little  State  a State  bank  was  founded 
in  1840,  to  furnish  advances  to  the  communes  and 
lauded  proprietors  to  redeem  their  ancient  debts, 
tithes,  and  other  burdens,  to  assist  agriculture 
ami  commerce  generally.  Its  caiJital  was  fixed 
at  3,500,000  llorins.  Tlie  scvcntli  part  of  this 
sum  was  created  Ity  means  of  notes,  100,000  of 
one  florin,  50,000  of  five  llorins,  and  6,000  of  25 
llorins.  1 hese  notes  are  received  as  ready  money 
by  the  (lovernment,  ami  are  payable  in  specie. 
It  acts  as  a savings’  bank,  and  one  of  deposit. 
Loans  must  be  covered  by  twice  their  value  in 
land.  Ihe  borrower  jiays  4 per  cent,  interest, 
ami  1 per  cent,  as  sinking  fund.  In  1848  the 
bank  was  re-organised  and  transformed  into  a 
uatiuual  bank. 

Bremen, 

The  magistrates  of  Bremen  have  instituted  a 
bank  which  seems  more  nearly  to  ajiproach  the 
deas  of  Law,  or  Cieszkowski,  than  any  of  the 


France, 

The  maiwellous  effects  of  the  institutions  of 
Credit  Fonder  w'erc  long  uiiknow'ii  in  France. 
At  length  the  increasing  weight,  and  the  heavy 
terms  at  which  tlie  landed  debt  w'as  contracted 
in  Trance,  began  to  attract  the  attention  of 
economists  and  statesmen.  In  1851  the  value  of 
the  real  proi<erty  in  France  was  estimated  at  56 
milliaids,  ami  its  gross  income  at  1,920  millions. 
Lpoii  tins  income  the  land  tax  amounted  to  240 
millions,  and  the  interest  on  the  mortgage  debt 
estimatoil  at  an  average  of  7 per  cent.,  to  560 
millions,  leaving  l,]oo  millions  for  the  support  of 
all  tlie  proprioti.rs.  On  the  1st  Julv,  1820,  the  mort- 
gage debt  in  France  amonuted  to  8,863,894,965 
francs;  on  the  1st  July,  1832,  to  1 1,233,265,778 : 
and  on  the  1st  July,  1840,  to  12,544,098,600;  and 
though  later  official  accounts  of  the  total  were  not 
published,  it  continued  to  increase  up  to  the  revo- 
lution of  1848.  ^ 

The  heavy  rate  of  interest  on  mortgages  w'as 
due  greatly  lo  the  imperfect  state  of  the  law^ 
winch  permiited  secret  mortgages,  which  could 
not  be  discovered  by  the  lender.  M.  Dnpin,  the 
I roeureur  General.,  said  in  1840:— “In  France 
tlie  imrcliaser  is  never  sure  of  becoming  the  pro- 
prietor; the  lender  on  mortgage  is  never  sure  of 
being  paid.’*  We  need  not  be  surprised  that  many 
estimated  the  usual  interest  upon  mortgage  at  12 
or  even  more,  iier  cent.  Owing  to  these  causes' 
lauded  proi^erty  was  held  in  bad  odour  as  a 
security.  Ill  1826,  M.  Casimir  Perier  offered  a 
prize  of  3,000  francs  for  the  author  of  the  memoir 
on  the  best  metiiod  of  improving  the  law  of  inort- 
gage.  These  appeals  produced  some  effect.  In 
1841,  the  Com.-.?  (Vappel  and  the  FucuM  de  droit 
ajipomted  a ( ommittee  to  prepare  a scheme  of 
morm,  which  was  just  going  to  be  laid  before  the 
Ltiambers  when  the  revolution  took  place.  When 
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the  effervescence  iwoduced  by  this  event  had 
calmed  down,  the  Government  ami  the  Assembly 
each  appointed  a committee  to  consider  the  sub- 
iect.  Each  of  them  recommended  that  all  trans- 
fers of  jiroperty,  ami  all  burdens  on  it,  should  l>e 
made  public.  Jloth  the  Coitsdl  (Fdat  and  the 
Assembly,  however,  rejected  this  proposal.  The 
Govermuent,  following  the  coup  (Feint  of  the  2nd 
of  December,  effected  some  reform,  so  that  third 
pailies  might  ascertain  the  debts  affecting  land. 

M.  AVolowski  seems  to  have  been  the  first  who 
brought  the  bank.s  of  Crklit  Fonder  before  the 
notice  of  the  French,  in  1835.  The  idea  began  to 
spread  slowly.  In  1845  the  Consdh  Generanx 
were  consulted,  and  M.  Royer  received  a com- 
mission to  go  to  Germany  ami  stud^'  their  me- 
chanism. Ttic  reports  published  by  him  lio!])ed 
to  enlighten  the  imblic  mind.  In  1848  multitudes 
of  projects  for  making  paper  money,  mid  mobilizing 
the  land,  were  brought  before  the  Assembly,  which 
were  warmly  and  successfully  combatted  Ity 
MM.  Thiers  and  Loon  Faucher  on  the  10th  and 
11th  of  October,  1848.  The  sufferings  of  the  agri- 
culturists, however,  were  very  severe.  AI. 
Wolowski  brought  forward  his  jtlans  again,  which 
were  warmly  taken  up  by  meetings  of  agricultu- 
rists ami  manufacturers.  A meeting  of  pmprietors 
was  held  at  Paris,  to  overcome  opposition  and 
introduce  banks  of  Crklit  Fonder  into  France. 
The  Govcniment  then  took  up  the  matter.  The 
Co/t.?ci7  rfV'tof  opened  an  inquiry,  and  gave  a hear- 
ing to  every  one  who  had  anything  to  say — 
Economists,' Financiers,  Administrators,  Lavv^'ers, 
ami  projectors  of  .schemes.  Further  information 
was  sought  from  Gennany.  Louis  Napoleon  had 
especially  studied  the  Credit  Fonder  banks  in 
Germany,  and  had  long  desired  to  introduce  them 
into  France.  Feeling  himself  less  embarrassed 
after  the  2nd  of  December,  he  aiqiointed  a com- 
mission, and  himself  presided  at  its  meetings,  and 
on  the  28th  of  February,  1 852,  a decree  authorizing 
the  formation  of  such  institutions  was  publislied. 

Immediately  this  was  dime,  M.  AVolowski,  who 
had  so  long  laboured  in  the  cause,  formed  a com- 
pany, M’hose  statutes  were  ajiproved  of  on  the  3rd 
of  July,  1852,  and  called  the  Banque  Fondere  de 
Paris.,  Sodke  de  Credit  Fonder.  It  received  a 
privilege  for  25  years  to  carry  on  operations 
within  the  limits  of  the  Cour  d’Appel  of  Paris. 
Soon  afterwards  similar  institutions  were  formed 
at  Marseilles,  Nevers,  Lyons,  Toulouse,  Orleans, 
Poitiers,  Limoges,  Rouen,  Bordeaux,  Brest,  and 
other  places,  it  was  then  considered  that  it  would 
be  far  more  advantageous  to  have  all  these  con- 
solidated into  one  great  establishment  than  to 
remain  separate  ones.  The  land  bonds  would  be 
far  more  negotiable  at  the  Bourse  if  they  were 
those  of  one  great  company,  than  if  each  separate 
one  stoo  l upon  its  own  credit.  In  December, 
the  establishments  of  Alarseilles  and  Xevers  were 
united  with  that  of  Paris,  which  was  autliorized 
to  extend  branches  into  any  department  where 
none  existed,  and  to  incorporate  with  it  all  exist- 
ing societies,  and  was  then  called  the  CrkVd  Fon- 
der de  France.  The  bank  received  a subvention 
of  10  millions  from  the  State,  and  was  bound  to 
raise  its  reserve  fund  to  60  millions,  and  to  ad- 
vance on  mortgage  200  millions,  redeemable  in 
annuities  of  5 per  cent.,  including  interest,  sinking 
fund,  and  cost  of  management.  The  debt  was 
extinguished  in  50  years  by  these  means.  Other 
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measures  were  taken  to  facilitate  the  abolition 
of  secret  mortgages,  which  was  the  principal 
obstacle  to  their  success.  !M.  JosscaiTs  work, 
published  in  1853,  contains  a full  exposition  of 
tlie  meclianism  of  the  proposed  institution. 

Pnqierly  organized,  it  would  be  impossible  to 
exaggerate  the  benefits  which  such  an  institution 
Avonld  produce  to  France,  and  under  the  r-age 
direction  of  M.  AVolowski,  who  was  so  complete 
a master  of  the  subject,  and  who  knew  well  to 
avoid  the  dangerous  rock  of  creating  a paper 
money  based  on  laud,  there  would  have  been  no 
ilangcr  of  the  instiliitinn  straying  from  its  legiti- 
mate objects.  But  in  the  6th  voliune  of  Messrs. 
Tooke  and  Newinarch’s  hivalnablc  History  of 
Prices.,  which  brings  iiiformatinii  up  to  a later 
date  than  AI.  Jossean*.s  work,  it  ai»pears  that  in 
1854  great  and  Imzardons  changes  were  made  in 
its  constitution.  By  a decree  of  July,  1854,  AI. 
AA'olow'ski,  wa.s  superseded  in  its  management;  a 
governor,  the  Comte  de  Germiiiy,  was  appointed, 
with  two  .sub-governors,  AIAI.  Civpy  and  Da- 
verue.  Its  olyects,  as  defined  by  its  statutes,  are 
to  lend  ujion  mortgage  of  lauds,  in  any  of  the 
dL‘partments,  sums  redeemable  by  terminable 
annuities ; to  adopt  any  other  system  of  lending 
upon  real  security ; to  create  an  amount  of  ne- 
gotiable interest  bearing  securities  equal  to  its 
advances;  and  to  receive  deposits,  without  inte- 
rest, of  sums  destincil  to  be  turned  into  these 
Ohligntions  Foucieres.,  or  land  bonds.  The  privi- 
lege III  the  conqiauy  is  for  99  years,  from  1852. 
It  was  intended  that  the  annuities  charged  should 
redeem  the  debts  with  interest  in  50  years.  The 
first  charge  made  by  the  company  was  5 j»er  cent., 
but,  this  being  found  tio  low,  it  was  raised  to  5.44 
per  cent.,  then  to  5.65  per  cent.,  and  then  to  5.949 
per  cent.  The  bonds  are  for  1,000,  500,  and  100 
francs,  and  bear  3 per  cent,  interest,  but  ai'e  re- 
payable by  lottery  drawings,  held  four  times  a 
year,  at  1,200,  600,  and  120  francs.  But  a veiy 
curious  and  objectionable  species  of  gambling  has 
been  introduced  into  the  lottery,  in  order  to 
stimulate  the  public  to  purchase  the  bonds. 
The  first  b^md  of  1,000  francs  drawn  is  en- 
titled to  a prize  of  100,000  francs ; tlie  second 
to  50,000  ; the  third  to  40,000;  and  from  the  7th 
to  the  14th  to  5,000.  The  bonds  of  low'er  de- 
nominations are  entitled  to  rateable  prizes.  In 
1853  and  1854,  says  Mr.  Newmarch,  the  sum 
given  away  as  prizes  amounted  to  1,200,000  francs, 
and  in  1855  to  800,000  francs,  and  by  means  of 
these  sthunhints  at  this  period  it  had  obtained 
more  than  three  millions  sterling  of  deposits. 
As,  however,  the  whole  landed  debt  of  France 
amounts  to  320  millions  sterling,  we  see  what  an 
ciiurmous  field  the  company  has  to  work  upon, 
lu  short,  should  it  even  succeed  in  converting  a 
moderate  proportion  of  it,  it  may  become  almost 
a pow'er  in  the  State.  If  it  should  succeed  in 
converting  the  whole  it  would  exceed  many  times 
all  the  banks  of  Crklit  Fonder  of  Germany  to- 
gether. Air.  Ncwnnarch  justly  censures  the  gamb- 
ling element  introduced  into  it  as  vicious  in  all 
points  of  view',  both  of  economics  and  morals. 

By  the  annual  report  of  the  Directors  for  the 
year  1861,  published  in  the  Monitenr  of  the  3rd 
of  Alay,  1862,  the  position  of  the  company  was 
as  follow’s : — 

The  loans  on  mortgage  and  to  the  communes, 
wliicli  in  1860  amounted  to  69,489,445  francs, 
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rose  in  1861  to  1'20, 065,519,  of  which  there  were 
to  private^  persons  90,272,8:14,  and  to  communes 
29,79:1,185*12.  Of  the  private  loans  t\vo-and-a- 
halt  millions  were  for  short  dates,  the  remainder 
for  hmg  dates.  In  1860  these  loans  w'erc  709  in 
number,  and  48,054, :100  francs  in  amount ; iu 
1861  they  were  1,136  in  number,  and  87,772,334 
in  amount,  shewing  an  increase  of  63  per  cent,  in 
number,  and  80  per  cent,  iu  amount.  Of  these 
826  amounting  to  19,380,700  were  advanced  to 
persons  iu  tim  department  of  the  Seine;  332  to 
the  amount  of  18,218,000  in  the  departments.  In 
I860  the  number  of  these  latter  was  199,  and 
their  amount  12,617,000;  in  1859,  their  number 
was  110,  and  the  amount  6 millions. 

In  1861  the  loans  were  as  follows: — 


To  1,(XV).000  and  upAA  urds 

3 

20.000,000 

From  5((0,00()  to  1,()00,(nh)  

8 

.5,970.000 

„ H)0.(i(Kl  „ iVMMKH.)  

162 

32,784, (X)0 

„ 50.0(X)  „ KXMJOO  

lCi8 

l:iS27,0(H) 

„ iiuKHj  „ rxj.wjo 

472 

„ l0.(XX)  and  less 

345 

1,980,300 

being  an  average  of  76  thousand  on  the  whole. 

l'i»  to  the  end  of  1861,  the  number  of  long  loans 
effected  by  the  company  w*as  3,941,  to  an  amount 
of  275,577,314  francs,  of  which  there  had  been 
cleared  off  by  the  sinking  fund,  6,419,665*60,  and 
by  payments  in  advance  15,347,533*20,  leaving 
in  existence  25:3,810,115*20.  Of  these  2,404  had 
been  made  in  the  department  of  the  Seine,  and 
1,537  iu  the  departments.  These  loans  were 
classed  as  follows 


1,000,000  and  above 8 41.500,000 

5(3(MK)0  to  1,000,000  41  2S.56‘>fK)0 

lM),oOOto  50(MX3<)  505  1I4’59LMMX) 

50,O(K)to  100.<KX)  599  4:l.071,*2;{4 

to  50,^X)0  1657  41.H5I..580 

Under  10, (HX)  1(41  5,4O0,5(X) 

During  1861,  the  sum  the  company  had  to  re- 
ceive for  annuities  w'as  11,331,510*02. 

The  increase  in  the  number  and  amount  of 
loans  w*as  as  follows ; — 

114  8.050.7.80 

1^«>8  227  30.(41,200 

l^-’>9  343  26.3,'<6,;X)0 

16«X)  700  4s,(C4,3(.k» 

1^1  1,136  87,:307,5S4 

The  number  of  land  bonds  issued  during  1861 
was  165,609,  and  their  amount  82,891,800,  of 
which  there  were  54,461  for  27,317,800,  at  3 to 
4 per  cent, ; and  1 1 1,148  for  55,574,000  at  5 per 
cent.  At  the  end  of  1853  the  company's  land 
b(jnds  in  circulation  amounted  to  2*2,099,600 
francs;  at  the  eud  of  1861  they  had  increased  to 
259,148,200. 

The  company  receives  deposits  on  current  ac- 
counts like  a bank,  one-half  of  which  it  places  in 
the  Treasury,  the  other  half  it  may  invest  in 
securities  of  not  longer  than  90  days.  During 
1861  it  received  in  deposit  *252,794,487,  and  paid 
out  57,061,275.  The  number  of  depositors  at  the 
end  of  the  year  was  6,743,  and  the  rate  of  interest 
they  received  during  the  year  2^  per  cent. 

The  dividend  per  share  was  17*50  francs  for 
1853  and  three  following  yeai’s;  20  francs  for 
1857;  22*50  for  1858;  25  for  1859;  30  for  1860; 
and  37*50  for  1861,  being  at  the  rate  of  15  per 
cent. 

Seeing  the  gi*eat  development  of  the  company, 
the  directors  determined  to  issue  a second  series 
of  60,000  shares,  which  they  were  permitted  to 


! do  at  any  time,  but  ordere<l  to  do  by  a statute  of 
' July  6,  I860,  wlicnever  their  obligations  amounted 
to  600  millions.  Tliese  shares  are  to  be  issued 
at  the  price  of  250  francs,  payable  by  instalments. 

Great  Britain  and  Ireland. 

Banks  of  Credit  Fonder  have  never  be(m  for- 
mally introduced  into  Great  Britain.  In  Scotland 
we  have  seen  that  their  practical  etfects  had  been 
anticipated  by  the  invention  of  Cash  Credits  by 
the  Scotch  Banks.  By  the  excellent  system  of 
registration  of  titles  to  land  which  has  been  long 
iu  use  in  that  country,  all  difficulties  which  have 
been  felt  in  other  countries  with  regard  to  secret 
mortgages  were  obviated.  The  rigorous  system  of 
entails,  however,  which  prevailc(i  in  that  country 
for  a long  period  counteracted  the  good  that  might 
have  been  done.  Successive  Act.s,  however,  were 
passed  to  mitigate  these  evils ; and  the  progress  of 
the  country  has  been  correspondingly  rapid. 

In  England  many  obstacles,  political  and  legal, 
tended  to  letard  and  impede  the  application  of 
Capital  to  the  improvement  of  the  land.  AVheii 
the  desire  lor  it,  however,  existed,  the  different 
Insurance  Companies  supplied  the  necessary 
means,  and  Mr.  Newinarch  says  that  in  1858 
there  were  probably  advances  to  the  amount  of 
80  or  90  million  sterling  by  the  different  Insurance 
Offices.  1'hcsc,  therefore,  performed  tlie  part 
which  it  was  the  purpose  of  the  Banks  of  CrMit 
to  supply,  only  the  securities  they  take 
are  not  negotiable. 

These  facilities,  however,  not  being  sufficient  for 
reasons  arisiiijj  out  of  the  tenure  of  land,  an  Act 
was  passed,  Statute  1840,  c.  55,  to  enable  the 
owners  of  settled  estates  to  charge  their  estates 
with  annuities  to  redeem  advances  made  for  drain- 
ing them.  Tenants  for  life  were  authorised  to 
petition  the  Court  of  Chancery  to  enable  them  to 
borrow  money  to  drain  their  estates,  to  be  paid  off 
by  in.stalments,  in  not  less  than  12,  and  not  more 
than  18  years,  with  5 per  cent,  interest.  But  the 
I Court  was  not  to  allow  such  advances  to  be  made 
unless  it  w.is  certified  to  them  that  the  annual 
value  of  the  lands  would  be  increased  by  at  least 
7 per  cent.  These  formalities  greatly  impeded 
any  improvements  that  might  have  been  done. 

The  Kepeal  of  the  Corn  Luavs  in  1846  threw 
the  lauded  interest  into  a great  state  of  alarm,  as 
is  not  to  be  wondered  at.  It  was  seen  that 
their  priucip.il  hope  of  combatting  the  effects  of 
low  jirices  av  is  in  agi'icultural  improvements.  In 
that  year  an  Act,  Statute  1846,  c.  101,  Avas  passed 
to  authorize  the  advance  of  £2,000,000  for  Great 
Britain,  and  £1,000,000  for  Ireland,  by  Avay  of 
Exchequer  Bills,  to  promote  the  improvement  of 
land  by  draining,  to  be  redeemed  by  a rent  charge 
of6i  percent,  for  22  years.  Tiiese  Exch<!quer 
Bills  AA*e  see  exactly  represented  the  Lettres  de 
Gage  of  the  German  Banks  of  Crdlit  Fonder. 

This  operation,  excu.^^able  under  the  particular 
circumstances  of  the  case,  w^as,  hoAvever,  contrary 
to  sound  principles,  as  the  Government  had  no 
business  to  make  advances  to  one  species  of  indus- 
try rather  than  another.  The  plan  was  found 
successful,  and  iu  1849  an  Act  Avas  passed  to 
facilitate  ad\ances  on  a simihir  plan  by  private 
persons,  Statute  1849,  c.  100.  The  Inclosure 
Commissioners  were  appointed  to  act  as  the 
interniediiiries  between  those  Avho  wished  to  lend 
and  those  who  wished  to  borrow.  Some  private 
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Companies  aa^cto  formed  for  this  purpose,  and  they 
obtained  private  Acts,  thus  being  Banks  of  Credit 
Fonder^  excejit  that  tlieir  bonds  Avere  not  made  | 
negotiable.  A jiaper  read  by  Mr.  Denton  before 
liie  Society  of  Arts  in  December,  1855,  and  qtioted 
by  Mr.  X'ewmarch,  states  that  the  area  of  culti- 
vated land  in  Great  Britain  is  about  44  million 
acres,  of  Avhicli  one  half  requires  draining.  Of 
this  only  about  6 per  cent,  aa%is  drained.  That  to 
drain  the  remainder  properly  would  require  a sum 
of  about  107  millions  sterling.  Since  that  period 
considerable  advance  has  been  made,  but  from 
this  statement  it  is  clear  Avhat  an  extensive  field  | 
isopen  in  this  country  for  the  establishment  of  j 
' Institutions  of  CrHit  Fonder  on  sound  principles,  j 

CREDIT  MOBILIER.  — In  the  preceding  ar-  ' 
tide  Ave  have  given  some  account  of  a species  of 
hanks  Avhich  have  been  found  to  be  of  the  most 
beneficial  nature,  and  to  have  immensely  de- 
veloped the  productive  powers  of  the  earth.  The 
increasing  attention  paid  to  industrial  subjects  in 
France  since  the  accession  of  tlie  Emperor  Napo- 
leon III.,  gave  rise  to  a iicav  species  of  bank, 
whose  organization  we  must  noAv  endeavour  to 
explain. 

On  the  18th  November,  1852,  the  Government 
sanctioned  the  statutes  of  the  Sodete  Ghidale  de 
Crdlit  Mohilier,  which  receiA'ed  a privilege  for 
99  years.  Its  objects,  a.s  stated  iu  its  statutes, 
Titll.,  are  — 

I , A sonscrire  ou  acqncrir  des  effets  publics, 
des  actions  ou  des  obligations  dans  les  differentes 
entreprises  industrielles,  ou  de  credit,  constitU(‘es 
eii  Soci(!4es  aTionymes,  et  notamment  dans  cedes 
k dechemin  de  fer,  de  canaiix  et  de  mines,  et  d'autres 
^ travaux  jmblics,  deja  fondoes  ou  h fonder, 
f 2.  A emettre  pour  une  somme  egale  a cede 

I employee  a ces  souscriptions,  et  acquisitions,  ses 
propres  obligations ; 

,,  3.  A vendre  ou  donner  en  nantissement  d'em- 

pnmts,  tons  effets,  actions  et  obligations  acquis, 
et  a les  cchanger  coutre  d'autres  valours; 

4.  A soumissioner  tous  emprunts,  k les  coder  et 
rcaliser,  ainsi  que  toutes  entreprises  de  travaux 
publics ; 

5.  A prefer  sur  effets  publics,  sur  depots  fac- 
tions et  obligations  et  a oin'rir  des  credits  en 
compte  courant  sur  depots  de  ces  diverses  valeurs; 

6.  A reccA’oir  des  sonimes  en  compte  courant. 

7.  A opercr  tous  recouvrements  pour  le  compte 
des  enmpagnies  suseuoncees,  a payer  leurs  cou- 
pons d’interets  ou  de  dividendc,  et  geiieraUnient- 
toutes  autres  dispositions ; 

8 A tenir  une  caisse  de  depots  pour  tons  les 
titres  de  ces  entreprises. 

f Until  the  Avholc  of  the  share  capital  was  taken 

up,  the  obligations  of  the  Company  Avere  not  to 
exceed  five  times  the  amount  of  the  paid  up  capi- 
tal. When  it  avus  ad  paid  up  they  might  be  ten 
times  the  Capital.  But  they  must  always  be 
J Covered  by  an  ecpial  amount  of  public  securities, 

shares,  and  other  securities.  They  Avere  to  b? 
payable  either  at  sight,  or  at  not  less  than 
' 45  days.  The  united  amount  of  the  sums  received 

on  current  accounts,  and  of  obligations  created  of 
less  than  a year’s  currency,  Avere  net  to  exceed 
tAAice  the  amount  of  the  paid-Ujt  capital.  The 
capital  Avas  fixed  at  60  millions  of  francs,  divided 
into  120,000  shares  of  500  fraucs,  transferable  by 
deliA’cry. 

PART  VII.  VOL.  1. 


The  Credit  Mobilier  arose  out  of  the  necessity 
we  have  described  in  the  preceding  article  as 
being  ftdt  in  any  country  iu  which  a sj>int  of 
commercial  enterprise  is  .'•uddenly  developed  be- 
fore the  system  of  Credit  is  fully  understood. 
AVe  have  already  said  tliat  the  Setttch  Banks, 
during  the  last  century,  hy  means  of  their  cash 
credits,  anticipated  the  system  of  Credd  Fonder^ 
Ave  may  also  say  that  they  did  the  s.ime  "dii 
most  of’  the  objects  contemplated  by  the  Credit 
Mobilier.  The  Banks  of  Credit  Fmder  were 
e.specially  designed  to  promote  agricultural  iin- 
pvoA'cments.  The  Bank  of  Crdht  Mobilier  is 
especially  designed  to  promote  industrial  enter, 
prises  of  all  sorts — RailAvavs,  Canals,  Docks, 
Mines,  Gas,  &c.,  &c.  Now  all  these  things  are 
done  by  means  of  the  sj'stein  of  Cash  C redits,  as 
we  have  fully  shcAvii  under  Credit,  § 129-144. 

But  the  CrMit  Mobilier  had  more  ambitious 
aims  than  these,  Avhich  arc  detailed  in  its  rejiorts 
for  1854  and  1855.  In  the  first  year  of  its 
existence  it  subscribed  largely  to  the  Credit  Fon- 
der^ it  aided  the  consolidation  of  several  railAvays. 
The  Companies  of  the  Midi  and  the  Grand  Central 
made  them  their  bankers.  They  advanced  to  all 
subscribers  to  the  ncAv  shares  of  the  Compagnie 
de  rEst  200  francs  per  share  at  4 jter  cent.,  be- 
sides various  other  operations.  In  the  next  year, 
besides  subscribing  to  a large  amount  to  the  pub- 
lic loan  required  to  carry  on  the  Russian  war, 
they  subscribed  to  a loan  to  the  Grand  Central 
RailAvav,  and  the  Compagnie  de  I'Est,  and  various 
other  iiidustrial  operations  w'ere  promoted  under 
their  auspices,  such  as  the  SodUe  des  immeuhles 
de  la  Rue  de  Rivoli  and  the  Sodite  Maritime. 
Thev  also  assisted  a mining  company  iu  the 
Loire,  which  had  for  several  years  been  in  diffi- 
culties ; the  General  Omnibus  Company  of  Pans  ; 
the  Salt  Company  of  the  East ; a railroad  from 
Dale  to  Salines,  and  some  Austrian  railways. 

Besides  detailing  these  operations,  the  report  of 
of  this  year  contained  an  exposition  of  their  ul- 
terior projects  regarding  paper  currency.  They 
wished  to  form  analagous  instilution.s  in  every 
! country  in  Europe,  all  iu  correspondence  Avith  each 
i other,  so  as  to  issue  obligations  having  an  Euro- 
i pean  circulation,  to  facilitate  the  floAv  of  capital 
' from  one  place  to  another,  and  uUimatel>  the 
assimilation  of  moneys  iu  Europe.  Tliis  year  tiie 
; Company  declared  a dividend  of  A’cry  nearly  12 
' per  cent. 

In  the  folloAving  year,  1855,  the  French  Go- 
vernment opened  a still  larger  loan  than  in  the 
I preceding  one,  to  which  the  Credit  Mobilier 
I subscribed  two  sums  of  250  and  375  millions  of 
' francs.  Its  commercial  operations  were  also 
i greatly  extended,  and  need  not  be  enumerated, 

I consisting  chiefly  of  advances  to  numerous 
railway  and  other  companies.  In  consequence  of 
' this  extension  of  its  operations,  the  dividends 
declared  exceeded  40  per  cent,  fur  the  year  1855. 

Similar  institiilious  Avere  also  founded  in  Aus- 
tria and  Spain. 

The  extraordinary  success  of  the  Company 
determined  the  Directors  to  commence  the  i&sue 
of  their  obligations,  Avhicli  they  Avere  authorized 
to  do  by  tlieir  statutes.  These  Avere  of  Iaa*o  sorts, 
one  at  short  dates  corresponding  to  their  tem- 
porary investments,  the  other  at  long  dates, 
redeelnable  by  instalments,  corresponding  to  their 
permanent  investments  iu  Stocks,  Shares,  &c. 


I 
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rose  in  18G1  to  120,0G5,.519,  of  which  there  were 
to  j.rivate  persons  90/272,834,  ami  to  communes 
29,793,Ih51*2.  Of  the  private  loans  two-and-a- 
lialf  millions  were  for  sh(»rt  dates,  the  remainder 
for  long  dates.  In  18G0  these  loans  were  709  in 
mimber,  ami  48,0.j4,300  tVanrs  in  amount ; in 
18G1  they  were  l,13G  in  number,  and  87,772,334 
in  anumnt,  shewing  an  increase  of  G3  jter  cent,  in 
mimber,  ami  80  per  cent,  in  amount.  Of  these 
82G  amounting  to  19.380,700  were  advanced  to 
jiersoas  in  the  department  of  the  Seine;  332  to 
t!ie  amount  of  18,218,000  in  the  departments.  In 
18G0  the  number  of  these  latter  was  199,  and 
their  amount  12,G17,000;  in  18.59,  their  number 
was  110,  and  the  amount  G millions. 

In  18G1  the  loans  were  as  follows: — 


To  l.txXi.OOO  and  ujiwanls 

3 

20,000,000 

From  to  1,<)(KMKI0  

S 

5,970.000 

„ 100.000  „ 5<1O,lKI0  

162  

32,784  .tKK) 

„ 50.000  „ IOO.(N)0  

bw  

13.827.IHK) 

„ HMHHI  „ ">0,<XK)  

472  

13.037,71  K) 

„ lo.lkx)  and  less 

34.5  

1,980,300 

being  an  average  of  7G  thousand  on  the  whole. 

rp  to  the  end  of  18Gl,the  mimber  of  long  loans 
effected  by  the  company  was  3,941,  to  an  amount 
of  27o, 577,314  francs,  of  which  there  had  been 
cleared  off  by  the  sinking  fund.  G,419,6G5*60,  and 
by  payments  in  advance  15,347,533*20,  leaving 
in  existence  253,810,1 15*20.  Of  these  2,404  had 
been  made  in  the  department  of  the  Seine,  and 
1,537  in  the  dejiartments.  These  loans  were 
classed  as  follows  : — 


1,000,000  and  above 8 

5(KM)00to  I.OIXMIOO  41  

P O.nOO  to  50(MXK)  595  

iVMKKlto  HXJ.ofHj  599  

10,0(K)tO  5^;,f)O0  1057  

Under  1041  

During  18G1,  the  sum  the  company 
ceive  for  annuities  was  11, 331, .510*02. 

The  increase  in  the  number  and 
loans  was  as  follows : — 


41,500.000 
2S..502,0(H) 
114,5‘HVMX) 
4:u;7 1.2:4 
41,S51,5S0 

5,4l)0,5(X) 
had  to  re- 

amount  of 


18.57  114  8.0.59,780 

1k58  227  .•X>,(dl.2<H) 

18.59  343  2»;.:i8(5.;ioo 

IWH)  709  4s.0.5b3<H) 

18GI  1,13G  8r,;i07,5S4 

The  mimber  of  laud  bonds  issued  during  1861 
was  165,609,  and  their  amount  82,891,800,  of 
which  there  were  54,4G1  for  27,317,800,  at  3 to 
4 [ter  cent.;  and  111,148  for  55,574,000  at  5 per 
cent.  At  the  cud  of  1853  the  company’s  land 
bonds  in  circulation  amounted  to  22,099,600 
francs;  at  the  cud  of  1861  thev  had  increased  to 
259,148,200. 

The  company  receives  deposits  on  current  ac- 
counts like  a bank,  uiie-half  of  wliich  it  places  in 
the  Treasury,  the  other  half  it  may  invest  in 
securities  of  not  longer  than  90  days.  During 
I8f)l  it  received  in  deposit  252,794,487,  and  paid 
out  57,061,275.  The  number  of  depositors  at  the 
end  of  the  year  was  6,743,  and  the  rate  of  interest 
they  receiveil  during  the  year  2J  per  cent. 

The  dividend  per  share  was  17*50  francs  for 
1853  and  three  following  yeai’s;  20  francs  for 
1857  ; 22*50  for  1858  ; 25  for  1859  ; 30  for  1860; 
and  37*50  for  1861,  being  at  the  rate  of  15  per 
cent. 

Seeing  the  great  development  of  the  company, 
the  directors  determined  to  issue  a second  series 
of  60,000  shares,  which  they  were  permitted  to 
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do  at  any  time,  but  ordered  to  do  by  a statute  of 
July  6,  i860,  wlicnevor  their  obligations  amounted 
to  600  millions.  Tliese  shares  are  to  be  issued 
at  the  price  of  2-50  francs,  payable  by  instalments. 

Great  Britain  and  Ireland, 

Ranks  of  Credit  Fourier  have  never  been  for- 
mally introduced  into  Great  llritain.  In  Scotland 
we  have  seen  that  their  practical  effects  ha<l  been 
anticipated  by  the  invention  of  Cash  Credits  by 
the  Scotch  Ibmks.  By  the  excellent  system  of 
registration  of  titles  to  land  which  has  been  long 
in  use  in  that  country,  all  difliculties  which  have 
been  felt  in  other  countries  with  regard  to  secret 
mortgages  were  obviated.  The  rig<»rous  system  of 
entails,  however,  which  prevailed  in  timt  country 
for  a long  period  counteracted  the  gotnl  that  might 
have  been  dtuie.  Successive  Acts,  Iiowcver,  were 
passed  to  m.tigate  these  evils ; ami  the  progress  of 
the  country  has  been  correspondingly  rapid. 

In  England  many  obstacles,  political  and  legal, 
tciiiled  to  F'-tard  and  impede  the  application  of 
Capital  to  tlie  im|)rovoment  of  the  land.  "When 
the  desire  for  it,  however,  existed,  the  different 
Insurance  Companies  supplied  the  necessary 
means,  ami  Mr.  Newmarch  says  that  in  1858 
there  were  probably  advances  to  the  amount  of 
80  or  90  mil  I ion  sterling  by  the  dilferent  Insurance 
Offices.  These,  therefore,  performed  the  part 
which  it  w'a^’  the  purpose  of  the  Banks  of  Cralit 
Fonder  to  supply,  only  the  securities  they  take 
are  not  negotiable. 

These  facilities, however,  not  being  sufficient  for 
reasons  arisiiuj  out  of  the  tenure  of  land,  an  Act 
was  passed,  Statute  1840,  c.  55,  to  enable  tlie 
owners  of  settled  estates  to  charge  their  estates 
with  annuities  to  redeem  advances  made  for  drain- 
ing them.  Tenants  for  life  were  authorised  to 
petition  the  Court  of  Chancery  to  enable  them  to 
borrow  money  to  drain  their  estates,  to  be  paid  off 
by  instalments,  in  not  loss  than  12,  and  not  more 
than  18  years,  witli  5 per  cent,  interest.  But  the 
Court  w'as  not  to  allow  such  advances  to  be  made 
unless  it  W'as  certified  to  them  that  the  annual 
value  of  the  lands  would  be  increased  by  at  leiist 
7 per  cent.  These  formalities  greatly"  impeded 
any  improvi  ments  that  might  have  been  done. 

The  Repeal  of  the  Corn  Laws  in  1846  threw 
the  landed  interest  into  a great  state  of  alarm,  as 
is  not  to  b*^  wondered  at.  It  was  seen  that 
their  principal  hope  of  combatting  the  effects  of 
low'  prices  w*as  in  agricultural  improvements.  In 
that  year  an  Act,  Statute  1846,  c.  101,  was  passed 
to  ptiiorizc  the  advance  of  £2,000,000  for  Great 
Britain,  and  £1,000,000  for  Ireland,  by  w'ay  of 
P2xche(iuer  Bills,  to  promote  the  improvement  of 
laud  by  draining,  to  be  redeemed  by  a rent  charge 
ofCi  per  cent,  for  22  years.  These  Exchequer 
Bills  w'e  see  exactly  represented  the  Lettres  de 
Giige  of  the  German  Banks  of  Ci'edit  Fonder. 

This  operation,  excusable  under  the  particular 
circnmstaucc^  of  the  case,  w'as,  however,  contrary 
to  sound  principles,  as  the  Government  had  no 
business  to  make  advances  to  one  species  of  indus- 
try rather  than  another.  The  plan  was  found 
successful,  and  in  1849  an  Act  w*as  passed  to 
facilitate  advances  on  a similar  plan  by  private 
persons,  Statute  1849,  c.  100.  The  Inclosure 
Commissioners  were  appointed  to  act  as  the 
intermediaries  between  those  who  wished  to  lend 
and  those  who  wished  to  borrow.  Some  private 
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Companies  were  formed  for  this  purpose,  and  they 
ohtainod  private  Acts,  thus  being  Banks  ai  Credit 
fonder^  except  that  their  bonds  were  not  made 
iRM^otiable.  A paper  read  by  Mr.  Denton  before 
the  Society  of  Arts  in  December,  1855,  and  quoted 
hy  Mr.  Kewmarch,  states  that  the  area  of  culti- 
vated land  in  Great  Britain  is  about  44  million 
acres,  of  which  one  half  requires  draining.  Of 
this  only  ahout  6 per  cent,  was  drained.  That  to 
drain  the  remainder  properly  would  require  a sum 
of  about  107  millions  sterling.  Since  that  period 
considerable  advance  has  been  made,  but  from 
this  statement  it  is  clear  what  an  extensive  field 
isopen  in  this  country  for  the  establishment  of  ' 
Institutions  of  Credit  Fonder  on  sound  principles,  j 

CREDIT  MOBILIER  . — In  the  preceding  ar- 
ticle we  have  given  some  account  of  a species  of 
banks  which  have  been  found  to  be  of  the  most  ; 
beneficial  nature,  and  to  have  immensely  de- 
veloped the  productive  powers  of  the  earth.  The 
increasing  attention  paid  to  industrial  subjects  in 
France  since  the  accession  of  the  Emperor  Napo- 
leon III.,  gave  rise  to  a new  species  of  bank, 
who.ee  organization  we  must  now*  endeavour  to 
explain- 

On  the  18th  November,  1852,  the  Government 
sanctioned  the  statutes  of  the  Sodete  Gdidale  de 
('redit  Mohilier,  w'hich  received  a privilege  for 
99  years.  Its  objects,  a.s  stated  in  its  statutes, 
Tit.  II.,  are  — 

1 . A souscrirc  ou  arqnerir  des  effets  publics, 
(Ics  actions  ou  des  obligations  dans  les  difforentes 
eiitreprises  industrielles,  ou  de  crudit,  constituees 
en  Sodetes  anonymes,  et  notamment  dans  celles 
dechemin  de  fer,  de  canaux  et  de  mines,  et  d’autres 
travaux  imblics,  deja  fondees  ou  h fonder, 

2.  A emettre  pour  nne  somme  egale  a celle 
employee  a ces  souscriptious,  et  ac<iuisitions,  ses 
prupres  obligations ; 

3.  A vendre  ou  doiincr  cn  nantisseraent  d'em- 
pnmts,  tons  effets,  actions  et  obligations  acquis, 
et  a les  echanger  centre  d’autres  valenrs; 

4.  A soumi.ssioner  tous  eraprunts,  a les  ceder  et 
realiser,  ainsi  que  toutes  eiitreprises  de  travaux 
publics; 

5.  A pretor  sur  effets  publics,  sur  depots  d'ac- 
tii>ns  et  obligations  et  a ouvrir  des  credits  en 
compte  conrant  sur  depots  de  ces  diverses  valenrs; 

6.  A recevoir  des  summes  en  compte  courant. 

7.  A opercr  tous  recouvremonts  pour  le  compte 

des  compagiiics  susenoncecs,  a jtayer  Icurs  cou- 
pons d'interets  ou  de  divideude,  et  generaUment- 
luiites  autres  dispositions  ; ' 

8 A tenir  tine  caisse  de  depots  pour  tous  les 
litres  de  ces  eiitreprises. 

Until  the  whole  of  the  share  capital  was  taken 
up,  the  obligations  of  the  Company  were  not  to 
exceed  five  times  the  amount  of  the  paid  up  capi- 
tal. When  it  was  all  paid  up  they  might  be  ten 
times  tlie  Capital.  But  they  must  always  be 
covered  by  an  equal  amount  of  public  securities, 
shares,  ami  other  securities.  They  were  to  b;* 
payable  either  at  sight,  or  at  not  less  than 
45  days.  The  united  ainoimt  of  the  sum.s  received 
on  current  accounts,  and  of  obligations  created  of 
less  than  a year’s  currency,  were  net  to  exceed 
twice  the  amount  of  the  paid-up  capital.  The 
capital  was  fixed  at  60  millions  of  francs,  divided 
into  120,000  shares  of  500  francs,  transferable  by 
delivery. 

PART  VII.  VOL.  1. 


The  Credit  Mobilier  arose  out  of  the  necessity 
we  have  described  in  the  preceding  article  as 
being  felt  in  any  country  in  which  a spirit  of 
commercial  enterprise  is  suddenly  ileveloped  be- 
fore the  system  of  Credit  is  lully  understooil. 
AVe  have  already  said  that  the  Scotch  Banks, 
during  the  last  century,  by  means  t»f  their  cash 
ci*edit.s,  anticipated  the  system  of  Credit  loncter^ 
we  may  also  say  that  they  did  the  same  ''itb 
most  of  the  objects  contemplated  by  the  Crdlit 
Mobilier.  The  Banks  of  Crklit  Fmeier  were 
e.‘ipecialiy  designed  to  promote  agiacultural  im- 
provement.s.  The  Bank  of  Crdbt  Mobilier  is 
especially  designed  to  promote  industrial  enter- 
prises of  all  sorts — Railways,  Canals,  Docks, 
Mines,  Gas,  &c.,  &c.  Now  all  these  things  are 
done  by  means  of  the  system  of  Cash  Credits,  as 
we  have  fully  shewn  under  Credit,  § 129-144. 

But  the  Credit  Mobilier  hail  more  ambitious 
aims  than  these,  which  are  detailed  in  its  rejmrts 
for  1854  and  1855.  In  the  first  year  of  its 
existence  it  subscribed  largely  to  the  Credit  Fon- 
der^ it  aided  the  consolidation  of  several  railways. 
The  C4)mpanies  of  the  Midi  and  the  Grand  Central 
made  them  their  bankers.  They  advanced  to  all 
siib.scribers  to  the  new  shares  ol  the  Compagnie 
de  CErI  200  francs  per  share  at  4 per  cent.,  be- 
sides various  other  operation.s.  In  the  next  year, 
besides  subscribing  to  a large  amount  to  the  pub- 
lic loan  required  to  carry  on  the  Russian  war, 
they  sub.scribed  to  a loan  to  the  Grand  Centra! 
Railway,  and  the  Compagnie  de  I'Est,  and  various 
other  industrial  operations  were  promoted  under 
their  auspices,  such  as  the  SoeiHe  des  immeuhles 
de  la  Hue  de  Hivoli  and  the  Sodete  Maritime. 
Thev  also  assisted  a mining  company  in  the 
Loire,  which  had  for  several  years  been  in  diffi- 
<*iilties ; the  General  Omnibus  Company  of  Paris ; 
the  Salt  Company  of  the  East;  a railroad  from 
Dale  to  Salines,  and  some  Austrian  railways. 

Besides  detailing  these  opuations,  the  report  of 
of  this  year  contained  an  exposition  of  their  ul- 
terior ]U’oJects  regarding  paper  currency.  Ihey 
wished  to  form  analagous  instiiutious  in  every 
country  in  Europe,  all  in  correspondence  with  each 
other,  so  as  to  issue  obligations  having  an  Euro- 
pean circulation,  to  facilitate  the  flow  of  cai)ital 
from  one  place  to  another,  and  uUimateH  the 
assimilation  of  moneys  in  Europe.  This  year  the 
Company  declared  a dividend  ot  very  nearly  12 
per  cent. 

In  the  following  year,  1855,  the  French  Go- 
vernment opened  a still  larger  loan  than  in  the 
I preceding  one,  to  which  the  Credit  Mobilier 
sub.scribed  two  sums  of  250  and  375  millions  of 
' francs.  Its  commercial  operations  were  also 
' greatly  extended,  and  need  not  be  enumerated, 

1 consisting  chiefly  of  advances  to  numerous 
' railway  and  other  companies.^  In  consequence  of 
' this  extension  of  its  operations,  the  dividends 
declared  exceeded  40  per  cent,  fur  the  year  1855. 

I Similar  institutions  were  aUo  founded  in  Aus- 
; tria  and  Spain. 

I The  extraordinary  success  of  the  Company 
' determined  the  Director.s  to  commence  the  issue 
of  their  obligations,  which  they  were  authorized 
to  do  by  tiieir  statutes  These  were  of  two  sorts, 
one  at  short  dates  corresponding  to  their  tem- 
porary investments,  the  other  at  long  dates, 
redeemable  by  instalments,  correspuuding  to  their 
permanent  investments  in  Stocks,  Shares,  &c. 
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lliese  obligations  were  to  bo  guaranteed  by  tlie 
investments  Miiieli  they  re]n'osented,  as  well  as 
by  a Capital  ajipropriaK'd  to  the  purpose.  They 
proposed  to  issue  these  oldigations  to  the  amount 
of  240  millions. 

^ The  extraordinary  dividends  dcelared  by  tlic 
Company,  and  the  boldness  with  which  it  pub- 
lished its  plans  of  embracing  all  Europe  in  its 
operations,  directed  the  attention  of  the  liiuinciors 
in  every  cmiiitry  to  if.  Their  alarm  was  excited 
by  its  scheme  of  issuing  so  vast  an  amount  of 
jiaper  currency,  and  they  dreaded  the  revival  of 
tin*  dii^'s  of  Law.  A note  inserted  in  the  Moui- 
tenr  in  March,  ISoO,  forbade  the  creation  of  the  | 
proposed  obligations.  Tliis  blow  deprived  the  i 
Company  of  mueli  of  its  public  interest,  and 
troiii  tliat  time  its  dividends  greatly  decliiUMl.  ' 
They  fell  to  about  22  per  cent.'  for  isoC.  The 
great  (uuninercial  crisis  of  18.17  still  further  re- 
duced them,  so  tfiat  in  that  year  tiuy  were  only  ^ 
5 per  cent.  They  wm'o  the  same  for  IH.lH.  FoV 
it  rose  to  74.  In  IsbO  it  was  10  per  cent., 
ami  in  IbOl  tlie  same 

Ihe  prohibition  by  tlie  Government  of  the 
creation  ot  its  paptu’  obligations,  saves  us  the 
necessity  of  examining  tiiem  at  length.  The 
(.redit  Mohihisr  has  no  doubt  been  emincntlv 
useful  in  developing  industrial  associations,  blit 
the  securities  wiiich  it  receives  are  much  more 
liable  to^  ductuation  in  value  than  those  of  the 
Credit  ^oncier^  and  for  that  reason  its  operations 
are  mure  iiazardous.  Tliis  is  fully  shewn  by  the 
remarkable  variations  in  the  dividends. 

CREECH,  WILLIAM. 

Leitem  addi'es^ted  to  Sir  J.  Sintdair,  Bart, 
resf/(‘ctir>g  the  mode  of  hvha^^  or/.v,  eoinmercp, 
Uteraturc,  wamprn,  tVc.,  of  Edinhurgh  in  17(5;1, 
and  since  that  period,  Illnstrating  the  Statisticfd 
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CREN,  J.  J.  P. 

Projet  (retoblissetnens  de  Bamines  pour  le 
prompt  retablissement  du  Cridit  Public  en  France, 
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CRESCIMANNO,  ANTONNINO. 

LtC  CosiiUizioui  del  pecuuiano  Palennitano 
Banco.  Palermo,  1701. 

CREUZE  DE  LESSER,  HIPPOLYTE. 

Statistiipie  du  Departement  de  rilerault.  Mont- 
pellier, 1824. 

CRETJSE-LATOTJCHE ; born  in  I7d0;  a 
member  of  the  Institute,  &c. ; died  1800. 

Sur  les  subsistances.  Paris,  1793. 

CREUZE-PASCAL.  MICHEL. 

Vues  (reconomie  politique.  Paris,  1 793. 

CREWE,  SIR  GEORGE,  BART. 

A ICO rd  for  the  Poor,  and  against  the  present  J 
Poor  Law,  both  as  (o  its  principle  and  practice,  \ 
Derby,  1843. 

CRISIS,  ^ COMMERCIAL.-  We  have  under  I 

the  article  Credit,  endeavoured  toexplain  to  our  ' 
readers  the  mechanism  of  the  gi-aml  system  of  I 


! Credit,  and  shew  tlie  marvellous  effects  it  is 
^ capable  of  producing  on  the  prosperity  of  nations. 

But  there  is  a reverse  to  the  ])ictiire.  Like  every 
I other  great  power,  like  gunpowder,  like  steam,  it 
attend-'d  witli  commensurate  dangers.  ]VIis- 
I used  Credit  is  the  cause  of  those  terrible  tiiercan- 
tile  calasrrophes  which  periodically  sweep  over 
the  wniii.  They  increase  in  magnitude  and 
I danger  With  tlie  gigantic  development  of  Credit. 
I It  is,  tin  refore,  one  of  the  most  transcendent 
I ]u*obloms  in  practical  Political  Economy  to  know 
how,  if  ])ossible,  to  discern  the  symptoms  which 
betttkeu  the  approach  of  these  terrible  convul- 
sions, and  to  deal  witii  them  when  they  occur. 

AVc  have  shewn  under  Credit  tliat  its  funda- 
mental coucc])tion  is  the  Present  Right  to  a future 
payment.  Xcariy  all  modern  Economists  are 
.agreed  that  transfer  is  one  species  of  production, 
ami  that  <hvdit  is  i)i'oductivc  by  being  purchasing 
power, — purchasing  power,  however,  Aviiich  has 
always  to  be  redeemed. 

If,  theri'fore,  ]>ersons  ]u*oduce,  orbring  forward 
for  sale  in  any  way  whatever,  or  buy  so  much  on 
creilit,  so  that  the  ju'icc  of  the  goods,  &c.,  when 
.sold  cannot  redeem  the  credit,  it  is  evident  that 
they  have  brmight  forward  or  produced  too  much. 
And  this  is  the  true  meaning  of  that  often  used 
l)iit  ill-(h  tilled  exjiressiou  Over-Production. 
Every  mrrcantile  operation,  therefore,  attended 
with  a loss,  is  over-production,  ami  every  person 
who  docs  It  is  brought  by  so  much  nearer  to  bank- 
ruptcy. 

All  commercial  crises  arise  from  a large  portion 
of  the  commercial  community  having  brought 
forward,  <<r  produced,  more  than  they  can  sell. 
Hence  we  may  say,  in  general,  that  all  commercial 
crises  spring  from  over-production. 

Credit  being  the  great  productive  power  of 
modern  times,  and  being  divided  into  Commercial 
and  Banking  Credit,  of  course  a Commercial 
Crisis  may  originate  out  of  the  abuse  of  either,  or 
both.  Many  siieeuhitors  on  the  subject  have 
supposed  that  by  legal  regulations  they  might  be 
prevented  or  gre.atly  mitigated.  It  becomes, 
therefore,  of  the  greatest  consetiuence  to  modern 
society  to  ascertain  the  sources  whence  commercial 
crises  originate,  and  especially  how  the  conduct 
of  great  Banks,  which  ai'c  the  pillars  of  Credit, 
should  be  guided  during  the  tempest. 

Commercial  Crises  originating  in  Credit  have, 
of  course,  a comparatively  modern  origin.  If 
tliere  were  none  but  transactions  in  ready  money 
•single  individuals  miglit  be  ruined,  who  speculate 
injudiciously;  but  they  would  involve  no  one  else 
in  their  mi  fortunes.  Tlie  increased  danger  under 
the  modern  system  of  credit  is  that  most  jiersons, 
even  cf  tlie  highest  standing,  arc  so  involved  with 
others  that  it  is  always  impossible  to  tell  how  the 
greatest  names  may  be  entangled  Muth  others. 
M hen,  therefore,  consider.abIe  numbers  are  af- 
fected the  discredit  is  sure  to  enlarge  itself  very 
considerably  beyond  the  actual  danger. 

A very  imjKu  tant  branch  of  the  inquiry,  there- 
fore, is  to  consider  what  means  should  be  adopted 
to  extend  temporary  aid  to  those  persons  who  are 
really  solv*-iit,  but  whose  credit  may  be  atlected 
by  the  general  distrust. 

Commenial  Crises  may  arise  out  of  one  or 
more  of  tlie  following  causes — 

First.  A long-continued  very  low  rate  of  in- 
terest. Persons  in  such  limes  who  have  nothing 
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but  the  interest  of  small  capitals  to  live  on, 
•ire  so  straitened  in  their  means,  that  they  look 
Imt  for  more  profitable  investments.  At  such 
times  wild  speculators  are  sure  to  abound  to 
take  advantage  of  the  credulous.  One  scheme 
breeds  another,  and  a si>eculative  fever  seizes 
npon  the  public  like  a mania.  Multitudes  of 
schemes  arc  set  afloat  for  no  other  purpose  than 
gambling  in  the  shares.  Numbers  of  persons 
tlien  rush  to  buy  the  shares  merely  for  the  sake 
of  selling  them  again,  knowing  full  well  tluat  a 
crash  must  come,  but  hoping  to  make  a lucky  hit 
during  the  fever.  Then  at  last,  either  when  calls 
come, "supposing  them  ever  to  get  to  that  stage, 
or  when  the  circle  of  dupes  is  found  to  be  ex- 
hausted, prices  begin  to  waver,  and  every  one 
rushes  to  sell,  and  of  course  things  fall  as  rapidly 
as  they  rose,  and  then  comes  the  crash. 

Secondhp  When  some  new  large  market  is 
opened  at'home  or  abroad,  in  which  extraordinary 
gains  are  realized  by  the  first  adventurers. 
Numbers  then  rush  in,  and  over-production  takes 
place,  and  the  herd  of  adventurers  is  ruined. 

Thirdly.  A great  and  general  failure  of  some 
oreat  crop  necessaiy  for  subsistence.  The 
enorniouslv  increased  price  deriiiigcs  the  demand 
for  other  things,  the  sudden  rise  of  price  tempts 
grt‘at  speculation,  sure  to  be  followed  by  enor- 
mous disasters. 

Fourthly.  A givat  derangement  of  the  ordinary 
course  of  trade  from  some  great  general  cause,  such 
as  the  sudden  commencement,  or  the  sudden  ter- 
mination, of  a war.  The  sudden  cessatiou  of 
demand  for  some  articles  deranges  the  calculations 
of  the  producers  of  them,  and  the^  sudden 
demand  for  large  (juautities  of  others  raises  their 
price  suddenly,  and  gives  rise  to  immense  specu- 
lations in  them,  which  are  sure  to  be  overdone 
ami  end  in  general  ruin.  ^ 

Each  of  these  causes  separately,  if  on  a suffi- 
cient scale,  may  produce  a Commercial  Crisis  ; 
hut  as  several  of  them  may  happen  together,  it 
will,  of  course,  be  proportionably  intensified. 
And  these  effects  are  immensely  increased  by  that 
ahominiible  system  of  accommodation  ]>aper  we 
have  described  under  Credit,  § 1G9-198.  Bad 
s])eculatioii  might  no  doubt  cause  serious  disasters, 
but  after  all,  tiiese  disasters  would  be  limited  to 
the  resources  of  the  speculators,  ami  when  they 
came  to  au  cud,  further  progress  in  ji’uiu  would 
be  arrested.  But  when  a herd  of  speculators  can, 
bv  means  of  writing  their  names  on  bits  of  paper, 
extract  funds  without  limit  trom  bankers  to 
sjieculate  with,  the  area  ot  ruin  is  vastly  in- 
crea>fcd. 

The  object  of  the  present  article  is  to  examine 
the  history  of  those  catastrophes,  and  to  explain 
what  has  been  the  action  of  the  Bank  ot  Enghiml, 
to  consider  the  opinions  of  various  persons,  who 
are  regarded  as  autliorities  on  the  subject,  and  to 
investigate  the  principles  and  the  policy  of  the 
Bank  Act  of  1844. 

The  Crisis  of  17C3. 

It  is  a very  favourite  dotflrine  with  some  per- 
sons that  Commercial  Crises  are  chiefly  caused 
by  the  abuse  of  the  poAver  of  issuing  notes  by 
banks,  and  that  if  that  power  Avere  taken  away, 
such  crises  Avould  be  i>reveiUe<l. 

For  this  pur]>ose  they  advocate  Avhat  they  call 
the  “ Currency  rriiiciple’'(GfRRnNCA'  rKiNciPLE). 
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But  that  this  is  no  guarantee  against  a crisis  is 
sheAvn  among  other  instances  by  that  of  the  a ear 
"l7ri3.  The  termination  of  the  war  in  17G3  Avas 
folloAved  by  an  immense  number  of  failures  at 
Ainsterdain.  Hamburgh,  ami  other  gi'cat  cities 
abroad.  Thev  began  on  the  29th  July,  at  Am- 
sterdam, bv  the  failure  of  two  brothers,  named 
Neufville,  for  upAvards  of  330,000  guineas;  in  a 
Aveek  they  were  folIoAved  by  30  otlmr  houses,  and 
14  at  Hamburgh.  Discount  rose  from  3 to  7 i>er 
cent.,  and  soon  after  there  aa'us  a general  lailnre 
of  priA  ate  credit,  and  no  business  AA'as  transacted 
except  for  readv  nioncv.  In  the  beginning  of 
August  the  bankers  of  Hamburgh  were  so  alarmed 
bv  the  rc]>ort  that  those  of  Amsterdam  intended 
to  alloAv  the  Ncufvilles  to  fail,  that  they  Aviote 
them  a most  pressing  letter  to  say  that  such  a 
step  Avould  infallibly  plunge  all  Europe  into  an 
abyss  of  distress,  and  that  they  had  unanimously 
determined  to  suspend  their  OAvn  payments  if  this 
were  not  done.  “The  fate  of  the  general  com- 
merce of  ail  Europe  is  at  ]»resent  absolutely  in 
voiir  hands ; determine,  gentlemen,  Avhethcr  you 
should  crush  it  totally,  or  support  it.”  {Anmal 
Register;  Gentleman  s Magozinc  for  This 

letter  came  too  late,  for  the  NeufA'illes  had  been 
alloAved  to  fail  several  days  before  it  Avas  written. 
And  the  consequences  were  \'ery  much  as  the 
Ilambnrgh  bankers  had  predicted.  This  crisis 
extended  to  England,  ami  Smith  says  that  the 
Bank  ol  England  extended  Us  support  to  the 
mercliauts  to  upwai'ds  of  a million. 

The  Crisis  of  1783. 

Ten  years  after  the  preceding  crisis  of  17G3, 
another"  of  a very  severe  nature  took  place  in 
1772,  and  the  beginning  of  1773.  It  extended 
over  all  the  trading  nations  of  Europe.  The 
Bank  of  England  came  forAvard  Avith  judicious 
liberalitv  to  assist  the  merchants,  and  by  this 
means  "the  general  destruction  of  credit  Avas 
averted.  In  1782,  the  unfortunate  Avar  Avith 
America  Avas  terminated,  and  immediately  au 
iinnieuse  extension  of  foreign  commerce  t*x>k 
place  The  Bank  greatlv  increased  its  issues ; they 
rose  from  about  £G.000,bo0  iu  1780,  to  i.  9,000.000 
in  .March,  1782.  The  directors  then  seem  to  have 
become  alarmed,  for  they  soon  afterwards  as 
I violently  contracted  them  ; so  that  iu  December, 

I 1782,  tliey  Avere  reduced  to  <£-5,994.000.  I his 
I course  of  conduct  naturally  produced  a great 
demand  for  specie  ou  the  Bank,  and  a rapid 
1 drain  set  in,  which  iu  May,  1783,  inspired  t!.e 
' Directors  Aviih  considerable  alarm  Ibr  the  safety 
' of  the  Bank.  The  Directors  considered  that  if 
they  continued  the  contraction  of  their  issues, 
the  drain  must  at  length  be  arrested,  and  the 
exchanges  turned  in  their  faA-our  by  the  returns 
for  the  exjiorts.  They  retused  to  make  any 
advances  to  Government  on  the  loan  for  that 
year,  but  they  did  not  make  any  demand  for  the 
ro])ayinent  of  the  other  advances  to  Government, 
which  amonuted  to  between  nine  and  ten  millions. 
They  continued  this  policy  till  October,  Avhen 
their  specie  Avas  reduced  to  £473,000 ; but  at 
last  the  exchanges  were  turned  in  their  favour, 
aud  specie  began  to  tloAv  iu  from  abroad.  As 
soon  as  the  favourable  symptoius  had  decidedly 
manifested  thenisel\'es,  the  Diicctois  adAauctd 
freelv' ou  the  loan,  and  to  the  merchants.  Ihe 
doctrine  which  Mr.  Bosanquet,  one  of  the  direc- 
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tors  statt'd  them  was  this;  that  while  a 

drain  of  specie  is  ;roiuj^  oiu  tlieir  issues  ^ho  ild  be 
contracted  as  much  as  possible;  but  tliat  us  soon 
as  the  tide  had  "iveu  sifrns  of  ceasinj^,  and  turning 
the  otlier  way,  it  was  tlieu  sate  to  extend  them 
freely. 

The  Crisis  of  I79;h 

The  irreat  crisis  of  may  be  consiilerod  as 
the  first  of  r!n»sc  great  catastrophes  in  modern 
times,  of  which  we  have  a sutticiently  distinct 
account  for  scietititic  purposes,  and  in  wliich  the 
liank  of  England  acted  a decided  part,  which  has 
been  the  subject  of  much  criticism  from  jiersons 
who  enjoy  the  liigliest  name  in  finance. 

We  have,  under  Eanki.no  ix  Englam>.  § 107, 
shewn  how  the  seeds  of  disaster  were  sown  bv 
the  monopoly  of  the  Hank  of  England,  Soon 
after  the  iieaee  of  Paris,  in  170d,  the  industrial 
energies  of  tlic  people  burst  forth  in  that  brilliant 
career  wliieh  they  iiave  ever  since  pursued.  After 
they  recovered  from  the  interruption  of  the  war 
with  America,  commerce,  aided  by  tlie  new  means 
of  productiiui  and  carriage,  received  an  extra- 
ordinary stimulus.  In  1 7n6,  a memorable  treaty 
of  Commerce  and  NavigatifUi  was  concluded  by 
Mr.  Pitt  with  France,  negotiated  by  Mr.  Eden, 
afterwards  Lord  Auckland,  jiroviding  for  the 
entire  abolition  of  all  impediments  to  tlie  free 
interetmrse  between  the  nations,  and  the  reoiproeal 
ami  entirely  perfect  liberty  of  navigation  and 
commerce  between  the  subjects  of  eacii  party,  in 
all  and  every  the  kingdoms,  states,  provinces,  and 
territories  subject  to  their  majesties  in  Europe, 
for  all  and  singular  kinds  of  goods  in  those 
places.’*  We  may  judge  how  lamentably  the 
French  Revolutiuii  threw  back  the  progress  of 
economic  light,  when  we  see  that  aft. r a dreary 
period  of  mmaul  mischief,  we  have  not  even  yet, 
by  the  Cobdeii  Treaty  of  l«t>l,  recovered  the 
ground  wliere  we  were  in  176d  ! 

To  shew  the  astonishing  i>rogress  of  the  com- 
merce of  the  country  from  1782  to  1792,  we  sub- 
join the  following  amounts  of  imports,  exports,  | 
tonuijge  inwards  and  outwards,  and  the  concomi- 
tant increase  in  tlie  issues  of  the  Hank  of  England. 
AVe  may  premise  the  valuations  of  the  imports  , 
and  exports  indicate  quantities^  and  not  values^ 
which  custom  was  continued  till  1798.  I 


£ 

1782— 10,;M1.G28 

1784 — 1,^.272.877  . 
17tt5— lf;.2R>,4I9  . 
1 1 8G— lr\/8H.fn 2 , 
1787-17.804.024  . 
17f*8— 18.()27,170  . 
1789—17,821.102  . 
37‘J(»— UU20.8SO  , 
ITal— lP,o»;n,7s2  . 
1792-1 9, G.VA258  .. 


FxjMirtu, 

£ 

. 18, 00*), 458 
. 14,081.454 
. 15.101,491 
. 16,117,108 
. 10,800.780 
. 16.86<^789 
. 17.472,288 
. 19,;540.’)4S 
. 20,12<M21 
. 22,781.995 
. 24,905,200 


Toiiuikire. 

Inwards,  Outwards. 


. 777.‘i58 

• 1,1 4 
. 1.215.702 
. 1,241,701 
. l,204,a')0 
. 1,816,501 
. 1,558,172 
. 1,589,(H)0 
. 1,705,975 
. 1,778,8»;2 


851,512 
1.089,045 
1 ,050,487 
1,182,479 
1,230,219 
l,m419 
1,540,080 
1,591.8:18 
1,548,207 
1.090.023 


..  1,891,711  ...  1,789,:300 


Thus  shew'ing  that  in  the  space  of  10  years,  the 
commerce  of  the  country  had  more  than  doubled, 
t uncumiiantly  witli  this  inerea.se  of  commerce, 
the  issues  of  the  Hank  of  England  increased  from 
an  average  of  ahoiit  six  millions  in  1782,  to  up- 
wanls  of  eleven  millions  in  1792.  Hut  this  gives 
a very  inadequate  idea  of  the  increa.se  of  ]niper 
currency  in  the  comitry,  as  iluring  tliis  period  the 
Country  banks  multiplied  to  an  enormous  extent, 
tilling  all  Hie  coumrv  districts  with  paiier  cur- 


cuisrs,  COMMERCIAL. 

j rency,  a very  large  portion  of  Avhich  was  of  a 
' very  daugenm.s  and  rotten  nature,  owing  to  the 
I monopol  ■ of  the  Hank,  which  prevented  powerful 
and  wealthy  banks  being  founded. 

We  have  no  antln  iitic  statistics  of  tlie  increase 
ofbimk.'j,  and  their  issues  during  this  period,  but 
Hiirke  says  that  when  he  came  to  London  in  1750, 
there  ware  not  more  than  12  bankers  out  of 
I.ondon  ; in  1792  there  were  supposed  to  be  littie 
short  of  400,  and  we  may  fairly  assume  that  the 
amount  of  their  issues  may  have  multiplied  in  a 
Somewhat  similar  proportion.  Many  of  these 
country  Imiikers  were  in  the  habit  of  issuing  notes 
with  various  conditions  for  the  purpose  of  guard- 
ing them<elvcs  against  the  consequences  of  a run 
for  gold,  w hen  comnuinkation  with  the  metropolis 
was  so  slow  and  ditlicult.  The  bankers  at  New- 
castle ismed  notes  which  allowed  interest  to 
CMimm-m  e at  some  months  after  date,  and  then 
they  w ere  payable  on  demaml.  Those  at  Exeter 
and  in  tlie  AVest  of  England  issued  notes  payable 
at  21  days’  sight,  with  interest  commendug  from 
the  date  of  the  note,  and  ceasing  on  the  day  of 
accejitam  e. 

Subse(|ueiit  experience  enables  us  to  perceive 
tliat  an  increase  of  commerce  proceeding  at  such 
a pace  was  sure  to  end  in  a catastrophe.  During 
the  first  ten  months  of  1792,  the  average  of  bauk- 
ruptcies  had  been  about  .50,  in  November  thev 
suddenly  ro.<e  to  105,  by  far  the  liighest  number 
that  had  ever  been  known  in  a single  mouth.  In 
December  they  were  only  47,  but  in  Januarv  1793, 
they  again  increased  to  77.  The  declaration  of 
war  ill  January  1793,  gave  a shock  to  credit, 
w liich  was  already  staggering  from  over  expan- 
sion. Oil  the  15th  of  February,  a house  of  con- 
siderable magnitude  deep  in  corn  speculations, 
failed,  and  on  the  19th  the  bank  refused  the  paper 
of  Lane,  Son,  and  Fraser,  who  stopped  the  next 
nioi  iiing  to  the  amount  of  nearly  a million,  involv- 
ing a great  number  of  other  res]>ectable  houses. 
The  panic  now'  spread  to  the  bankers.  It  began 
at  Newcastle.  The  partners  iii  the  Newcastle 
banks  w'ere  rich,  but  tlieir  funds  w-ere  locked  up, 
ami  when  a run  came  upon  them  they  Avere 
unable  to  realize,  and  stopped.  The  panic  imme- 
(li.iTely  sjiread  throughout  the  country.  It  was 
computed  that  there  were  nearly  400  country 
banks  at  that  time,  of  Avhich  300  w*ere  much 
sliaken,  and  upwards  of  100  stojiped  payment. 

This  great  pressure  extended  to  the  London 
bankers  as  well  as  to  the  country  ones.  One  of 
them  say^  that  the  extraordinary  state  of  credit 
has  obliged  every  person,  conmeted  with  trade 
and  moiny  transactions,  to  gather  in  and  husband 
every  re.-ource  to  meet  all  demands.  That  for 
six  weeks  every  man  of  money  and  resources  had 
been  straining  every  nerve  to  support  himself  and 
immediate  friends,  and  could  not  give  that 
supjiort  to  otlier.s,  which  they  Avould  have  been 
disposed  to  do.  AH  these  circumstances  naturally 
produced  a demaml  on  the  Bank  of  England  for 
siipjiort  and  discounts.  Hut  the  bank  being 
thoroughly  alarmed,  resolved  to  contract  its  issues. 
Hankrupt«:ies  niLiltiplicd  with  frightful  rapidity. 
In  January  tliey  Avere  77;  in  February  87;  in 
Alarch  I(*5  ; in  April  188;  in  May  209.  The 
goveniUH'iit  urged  the  bank  to  come  foi  Avard  and 
as>ist  credit,  but  they  resolutely  declined. 

Sir  Francis  Haring  f Observations  on  the  estah~ 
lishinvnt  o f the  Bank  of  Evglaml)  gi*eatly  blames 
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the  directors  fur  their  conduct  on  this  occasion, 
lie  -^ays  that  they  at  first  accommodated  themselves 
to  tlie  crisis,  but  tlieir  nerves  could  not  support 
i ti,e  daily  demaml  for  guineas,  and  for  the  purpose 

i of  (‘hecking  that  demand,  they  curtailed  their 

' discounts  to  a point  never  before  experienced; 
i and  that,  if  they  determined  to  reduce  their  issues, 

' it  £.liould  have  been  gradual.  Their  determination, 

! ami  the  extent  to  whicli  it  Avas  carried,  came  like 
1 an  electric  shock. 

' He  says  that  there  are  tliree  different  causes 

; for  a great  demand  fur  guineas. 

1.  For  export. 

2.  For  the  purpose  of  hoarding  from  Avant  of 
confidence  in  the  government,  and  in  tlie  circu- 
lating paper. 

3.  To  enable  country  banks  to  discharge  their 
demands,  Avhilst  confidence  in  the  government, 
and  in  the  bank,  remained  entire. 

Tliat  every  measure  ought  to  be  taken  to  pre- 
A-ent  and  mitigate  the  first  cause,  except  prohibi- 
tion or  bankruptcy.  AA>  may  reserve  the  second 
till  Ave  come  to  1797.  That  the  third  ought  to  be 
viewed,  not  Avith  indifference,  but  Avith  a disposi- 
tion to  spend  almost  their  last  guinea.  He  shews 
from  the  state  of  the  exchanges  that  it  Avas  quite 
impossible  the  guineas  could  have  left  the  country, 
as  the  loss  on  exporting  them  to  Amsterdam  Avas 
Os.  3(i.,  and  to  Hamburgh  £4  2s.  Cd.  per  cent., 
ami  it  was  notorious  that  large  quantities  of  pdd 
ami  silver  were  coming  in  from  France.  Thi.s  of 
enurse  was  OAviug  to  the  immense  issues  of  a.ssignats 
that  Avere  taking  place,  and  their  continued  depre- 
dation. Under  these  circumstances,  he  says  the 
I directors  acted  quite  Avrongly,  they  ought  to  have 
< seen  that  the  guineas  would  have  very  soon  come 
back  to  them,  and  tliat  they  ought,  in  fact,  to  have 
followed  the  precedent  of  1783,  Avhich  had  been 
L so  successful. 

f AViieu  the  bank  adopted  this  perverse  course, 

universal  failure  secMned  inevitable.  Sir  John 
Sinclair  remembered  the  precedent  of  1G97,  Avhen 
Montague  had  sustained  public  credit  by  an  issue 
of  exchequer  bills,  and  thought  that  a similar 
))laii  might  be  followed  iu  this  crisis.  The  min- 
ister desired  him  to  px'opose  a sdieme  for  the 
])urpose,  Avhich  he  presented  on  the  10th  of  April. 
A committee  of  tlie  House  of  Commons  AA^as  ini- 
mediatdv  apiRtiiitcd.  lu  the  meantime  a director 
of  the  Unyal  Bank  of  Scotland  came  up  with  the 
most  alarming  news  from  Scotland.  The  public 
banks  Avere  Avliolly  unable,  with  due  regard  to 
their  oavu  safety,  to  furnish  the  accommodation 
I ueces.sary  to  support  commercial  houses  and  the 
country  bankers.  That  unless  thev  received 
i immediate  assistance  from  government,  general 
failure  AVould  ensue.  Numerous  houses  Avliich 
were  iierfoctly  solvent,  irnir-t  tall,  imle.ss  they 
Could  obtain  temporary  relief.  Mr.  Alacdowall, 
I i\I.  B.  for  Glasgow,  stated  that  the  commercial 

r houses  and  manufactories  there,  Avere  in  the 

! greatest  di.-^tress  from  the  total  destruction  ot 

j credit.  That  this  distress  aro?e  from  the  refusal 

of  the  GhisgoAV,  Baisley,  and  Greenock  banks  to 
discount,  as  their  notes  Avere  poured  iu  upon  them 
for  gold. 

The  committee  reported  { ParL  Hist.^  Vol. 
XXX.^  p,  740,  ^'c.J  that  the  general  embarrass- 
ment of  commercial  credit  Avas  so  notorious  as  to 
cull  for  an  immediate  remedy  Avithout  mucli 
cxamiuatiuu.  That  the  failures  Avhich  had  taken 
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]daco  had  begun  with  a run  on  those  hou.ses  that 
issued  circulating  paper  Avitliout  sulfici.  at  capital, 
but  had  extended  so  as  to  ett'ect  many  hou.ses  of 
great  solUliiy,  and  possessed  of  fiimis  ultimately 
mucli  more  tliaii  sufficient  to  answer  all  deimuuls 
upon  them,  but  Avhich  could  not  convert  these 
funds  into  money  in  time  to  meet  the  pressure. 
That  the  sudden  discredit  of  so  large  an  amount 
of  bankers*  uotes  had  produced  a ulOc't  iucon- 
veiiient  deficiency  of  the  circulating  medium. 

Thesecircumstanceshadcausedbankers  tohoard  to 

a great  extent.  That  unless  a circulating  medium 
Avas  provided,  a general  stoppage  must  take  place. 
That  they  had  requested  a number  of  the  most 
eminent  merchants  to  meet  and  consider  a plan 
of  issuing  Exchequer  bills  to  a certain  amount 
under  proper  regulations,  Avho  Iiad  unaniiiiously 
agreed  in  the  propriety  of  such  a course,  a.s  the 
i best  remedy  that  cuuUl  be  devi.sed. 

Ihe  committee  recommended  that  Exchequer 
bills  to  tlie  amount  of  £5,000,000  should  be  issued 
under  the  directions  of  a board  ot  emumissinuers 
appointed  for  that  purpo.se,  in  sums  of  £100, 
£50,  and  £20,  and  under  proper  regulatiou.s. 
After  considerable  doubts  were  exi>ressed  by  Mr. 
Fox  and  Mr.  Grey,  as  to  the  policy  of  this  ex- 
traordinary measure,  Avhich  A\'as  unkuowii  to  the 
constitution,  ami  might  subvert  our  libertiiM,  the 
bill  passed.  The  eommitteo  set  to  work  imme- 
diately. A large  sum  of  money,  £70,000,  was 
sent  doAvn  to  Manchester  and  Glasgow  on  tlie 
strength  of  the  Exchequer  bills  Avhich  Avere  m-t 
yet  issued.  This  unexpected  supply  coming  so 
much  earlier  than  aa’us  expected,  operated  like 
magic,  and  had,  says  Sir  Jijhu  Sinclair,  a greatei 
effect  in  restoring  credit  than  ten  times  the  sum 
would  haA'e  had  at  a later  period. 

AVhen  the  whole  business  was  concluded,  ii 
report  was  presented  to  the  1 reusury.  It  stated 
that  the  knowdedge,  that  the  loans  might  be  had, 
operated  in  many  instances  to  prevent  them  being 
required.  The  Avhole  number  of  applications  wa.-, 
338,  and  the  sum  applied  for  £3,855,ti24,  ot  which 
238  w\re  granted,  amounting  to  £2,2c2,000;  45 
for  sums  to  the  amount  of  £1.215,100  were  Avith 
draAA'ii,  and  49  rejected.  The  whole  sum  advanced 
Avas  repaid;  two  only  of  the  jiarties  assisted 
became  bankrupt,  all  tlie  others  Avere  ultimately 
solvent,  and  iu  many  instances  pitssessed  ot  great 
])roperty.  A considerable  part  ot  the  sum  was 
repaid  before  it  Avas  due,  and  all  the  re.-it  A\ith 
the  utmost  piiuctuality.  So  mueh  scrupulous 
care  was  taken  to  preserve  secrecy  as  to  the 
names  of  the  applicants,  that  they  AAcre  not 
known  to  that  hour,  except  to  the  Commissioners 
and  tlieir  oavu  sureties.  After  all  expenses  were 
paid,  the  transaction  left  u clear  profit  to  the 
government  of  £4,348.  , 

AVhatever  Avere  the  prognostications  of  its 
futility  and  danger  before  it  Avas  done,  its  succos 
Avas  perfect  and  complete,  dlu*  coiitemi>orary 
Avriters  all  bear  Avitness  to  the  e.xlruordinary 
effects  produced.  Macpliersou  says,  tliat  the  very 
' intimation  of  the  iiiteutiou  of  tlie  legi^lalure  to 
su])purt  the  merchants,  operated  like  a charm  all 
over  the  country,  and  in  a great  degree  super- 
seded the  necessity  of  relief  by  an  almost  iu.siaii- 
i.  taiieous  restoration  of  coufideiicu.  >ir  I raiicis 
'Haring  concurs  iu  this  view,  and  adduces  the 
' remarkable  success  of  the  measure  as  an  argu- 
meui  to  shcAV  the  mistaken  policy  ol  the  Hank. 
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The  iianic  -was  at  leiicrth  hapiiilr  staiil.  The 
failures  up  to  July  Itad  been  in  the  romaiii- 
iiif,'  five  iiiontlis  they  were  reJueeJ  to  37'2.  This 
VMS,  however,  upwards  of  double  the  number 
that  had  ever  happened  in  anyyeai-  before.  Gold 
continued  to  How  in,  and  durin^  the  last  six 
months  of  1793,  and  two  followiiiir  years,  money 
became  as  ])!eiitiful  as  in  time  of  peace,  and  4 per 
cent,  interest  could  scarcely  be  ^ot. 

All  contemporary  Avriters  bear  witness  to  the 
Avondcrful  success  of  this  expedient.  After  eare- 
ful  deliberation  the  lJullion  Report  Avarinly 
approved  of  it,  censured  the  proceedings  of  the 
Rank  of  England,  and  especially  cite  it  as  an 
illustration  of  a principle  Avhich  they  laid  down, 
that  an  enlarged  accommodation  is  the  true 
remedy  for  that  occasional  failure  of  confidence 
ill  the  country  districts  to  Avhich  our  system  of 
jmper  credit  is  unavoidably  exposed. 

Notwithstanding  all  this  Avdght  of  testimony 
in  favour  of  the  happy  effects  of  this  measure, 
some  rigid  doctrinaires  afterwards  condeiuneil 
the  proceeding  as  a violation  of  the  true  prin- 
ciples of  Political  Economy.  Even  some  wlio 
helped  to  devise  it,  changed  their  o])hiion  after- 
wards upon  the  subject.  Thus  Lord  Sidmouth 
in  181 1 {Pari.  Dehs..,  Vol.  XIX..,  p.  ,730)  observed, 
that  he  avus  upon  consideration  inclined  to  doubt 
of  its  Avisdom  and  jmlicy.  Lord  Grenville  also 
said  {Ihkl.,  p.  534)  that  from  experience  and 
reflection  he  Avas  convinced  the  measure  Avas 
founded  on  AATong  policy;  as  one  of  those  av ho 
AA'ere  coiicerned  in  the  measure,  he  Avas  perfectly 
ready  to  avoAv  his  error,  for  he  was  perfectly 
satisfied  iu  his  oavii  mind  that  it  AA'as  unwise  and 
impolitic.  And  such  AA’onld  be  the  opinion  of 
those  Avho  favour  the  policy  of  the  Bank  Act  of 
1844. 

It  appears  to  ns  that  ihe  rejdy  to  these  objec- 
tions is  short  and  simple.  In  the  first  jilace,  if  it 
AA'ere  a violation  of  the  true  principles  of  Political 
Economy,  it  immediately  resolves  itself  into  a 
question  of  loss  of  cajiital.  It  is  quite  easy  to 
siieAv  tiiat  all  great  errors  iu  Political  Economy 
are  deslrucliA'e  of  capital.  They  may  be  estf- 
mated  iu  money.  M as  this  measure  a pecuniary 
loss  to  the  country?  But  Avhat  Avoiild  huA'e  been 
the  loss  to  tlie  country  if  it  had  nut  been  adopted  ? 
AVho  can  estimate  tlic  destruction  of  cajiital  that 
would  have  ensued  in  the  general  wreck  of  public 
credit  ? It  might  have  endangered  the  safety  of 
the  State.  But  there  are  other  arguments  Avhieh 
appear  to  us  to  be  cuncIusiA’e  of  its  propriety. 
Tlic  general  loss  of  credit  Avas  chiefly  caused  by 
a thm-ougli  Avant  of  conrideuce  iu  tlie  currency  of 
the  country.  The  miseralile  notes  of  the  majority 
of  bankei's  Avere  utterly  bloAvn  upon.  The  great 
desideratum  Avas  a sound  currency.  Now  Avhat 
Avas  it  cau>ed  such  au  unsafe  currency  to  be  in 
circulation?  It  Avas  iiotliing  but  the  iinjustiflable 
monopoly  of  the  Bank  of  England.  It  Avas  this 
monopoly,  Avliieh  Avas  itself  the  most  flagrant 
violation  of  the  true  principles  of  Political 
Economy,  Avhiclt  caused  the  bad  character  of  the 
currency.  Consequently  the  measure  of  the 
government  in  piwiding  a currency  iu  which 
people  Avould  luiA'e  confidence,  avos  merely  a 
correction  of  the  error  which  had  produced  these 
depitirable  re^idts.  AVe  fully  acknowledge  tliat* 
as  a general  principle  it  is  highly  undesirable 
that  the  government  should  interfere  in  any  Avay 
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AA’liatOA'Ci’  in  commerce,  but  in  this  ease  it  was  a 
compensation  of  opposite  errors,  and  no  other 
course  vas  possible  under  the  circumstances. 

On  the  Crisis  of  1797,  and  the  Suspension  of 
C(t.\k  Payments  by  the  Bank  of  Plngland. 

We  have  seen  that  the  Bank  in  1793  pursued 
a jiolicy  of  restriction  in  a commereial  crisis, 
which  threatened  to  bring  about  a general  OA'er- 
tliroAV  of  commercial  credit,  and  Avhich  avus  oidy 
alleviated  by  the  gOA'ernment  stepj>iiig  iu  in  ali 
abnormal  manner,  and  supplying  a currency  in 
which  people  might  have  confidence.  "We  liavo 
under  Banking  in  Engi.and,  § 113 — 137,  given 
a full  deiail  of  the  circumstances  AvIiich  brought 
about  the  stoppage  of  cash  jiayments  in  1797. 
AVe  liavt  shewn  that  the  Bank  pursued  exactly  a 
similar  course  of  excessive  restriction  as  they  did 
iu  1793. 

An  ev'*nt  of  such  portentous  magnitude  as  the 
suspeiisimi  of  cash  payments  by  the  Bank  of 
England,  of  Avliose  effects  there  had  been  no  pre- 
vious experience,  could  not  fiiil  to  gi\'e  rise  to  the 
most  conflicting  opinions  as  to  the  necessity  of 
tlie  meauirc,  of  the  coarse  of  conduct  of  the 
Directors  Avhich  led  to  it,  and  as  to  the  policy 
Avhich  ought  to  Iiave  been  adopted  under  the 
drain  Avhich  occurred  in  the  last  Aveek  of  February, 
1797.  ^iany  men  of  eminence  and  ability  changed 
their  opinions  in  after  times,  when  they  came  to 
look  back  upon  the  subsequent  e\'ents.  In  ex- 
amining tliis  question,  so  as  to  form  a just 
estimate  of  the  conduct  of  the  Directors,  Ave  must 
remember  that  they  Avere  not  masters  of  their 
own  policy.  They  aa'cvc  distracted  by  tAvo  an- 
tagonistif  claims,  both  of  Aviuch  they  couceived  it 
im|iossible  to  satisfy  at  the.  same  time— namely, 
tliat  of  the  Chancellor  of  the  Exchequer,  and  the 
demands  of  commerce.  They  considered  that  if 
they  adA'anced  to  tlie  gOA'cnimeut  tliey  must  con- 
tract their  issues  to  the  merchants,  and  as  the 
Minister  awms  the  more  powerful  and  imperious 
party  of  the  tAVo,  they  Avere  obliged  to  yield  to 
ills  poAver. 

Several  of  the  Directors  being  examined  before 
the  Comi  iittees  of  rariiameiit,  uuaniinously  attri- 
buted the  necessity  of  stopping  ]>ayment  to  the 
enormous  amount  of  their  advances  to  goA'crn- 
ment,  and  they  gave  it  as  their  decided  opinion, 
that  if  the  government  had  repaid  these  advances 
as  they  ought  to  have  done,  this  catastrophe 
AA'ould  Inu'e  been  avoided.  We  may  take  it  there- 
fore as  admitted  on  all  hands,  that  if  they  had 
been  repaid  by  govermneiit,  they  Avould  have 
very  greatly  extended  their  advances  to  mer- 
chants. The  real  question  tlien,  is,  considering 
that  tliey  Avere  under  such  advances  to  govern- 
ment, AV'ould  it  IniA'ebeen  prudent  tohave  been  more 
liberal  in  their  accommodation  to  mercliants  ? 

Sev'cral  of  the  Directors  and  eminent  merchants 
Avere  examined  before  the  Committees  of  Farlia- 
ment.  Mr.  Henry  Thornton  Avas  very  strongly 
of  opinion  that  the  excessive  contraction  of  bank 
notes  had  produced  the  most  injurious  eftects  in 
shaking  public  credit  of  all  descriptions.  That 
tlie  excessiA’e  reduction  of  notes  had  caused  au 
unnsualiy  seA’ere  demand  for  guineas,  and  that 
tlie  great  public  distrust  Avas  directed  against  the 
country  Rank  Notes,  and  tliat  the  Rank  of 
England  ought  to  have  extended  their  is^ues,  to 
sujiply  til  ‘ ]dace  of  the  country  notes. 
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Mr.  Walter  Royd,  an  eminent  merchant,  avms  ' 
vi-rv  clearly  of  opinion  that  tlie  restrictions  upon 
the’ issue  of  notes  bv  Hie  Bank  avms  tlie  chief 
cause  of  the  forced  sale  and  deiireciation  of  the 
luiblic  securities,  and  if  the  Rank  had  only  main- 
tained its  issues  at  the  same  height  as  they  AA-ere 
ill  December,  1795,  tlie  drain  of  specie  from  the 
Bank,  as  Avcdl  as  the  embarrassments  in  tlie  mer- 
cantile Avorhl,  Avould  have  been  avoided,  and  a 
<weat  part  of  the  fall  Avhich  public  securities  had 
experienced  Avonid  have  iieen  prevented. 

Air.  Getirge  Ellison,  avIio  Avas  secretary  to  au 
association  of  a great  part  of  the  country  banks, 
considered  that  the  (piantity  of  the  coin  in  the 
country  Avas  greater  than  it  Avas  iu  1793,  though 
a very  considerable  part  Avas  hoarded  aA\  ay,  owing 
to  the  public  alarms  that  were  abroad.  He  attri- 
buted the  great  public  distrust  to  the  remem- 
brance of  the  conduct  of  the  Bank  in  1793,  Avhen 
it  suddenly  contracted  its  discounts,  just  at  the 
period  Avhen  they  Avere  most  wanted. 

The  Committee  of  the  Lords  called  the  atten- 
tion of  the  House  very  strongly  to  these  opinions, 
but  tliey  did  not  venture  themsedv'es  to  pronounce 
an  oinnion  on  their  justness.  The  Committee  of 
the  Commons  Aveut  considerably  nearer  towards  | 
ai»provingof  them.  In  the  year  1810,  the  governor 
of  the  Bank  being  examined  beture  the  Bullion 
Committee,  stated  that  after  the  experience  of 
their  policy  of  restriction,  many  of  the  Directors 
repented  of  the  measure,  and  the  Rulliou  Com- 
mittee explicitly  condemned  the  policy  ot  the 
Rank  both  in  1793  and  1797. 

The  directors  of  the  Bank,  acting  in  the  midst 
of  such  unprecedented  circumstances  and  so 
tremendous  an  emergency,  are  entitled  to  have 
their  conduct  exauiiued  Avith  all  forbearance. 
But  taking  all  these  circumstances  into  cousi(h‘ra- 
tion,  Ave  cannot  fail  to  acquiesce  iu  the  opinion 
expressed  by  so  many  eminent  bankers  and  mer- 
chants at  the  time,  by  the  subsequent  avowal  of  j 
many  of  the  Direebu's  that  experience  had  led 
them  to  repent  of  the  policy  they  then  pursued,  j 
and  by  the  decided  opinion  of  the  Bullion  C(nn-  j 
mitlee,  that  the  policy  pursued  by  the  Bank  iu 
tliis  momentous  crisis  Avas  erroneous,  and  that 
the  severe  restrictions  they  attem])UMl  to  place 
upon  commerce,  very  greatly  contributcfl  to  bring  i 
on  the  calamity  bv  wliich  they  were  subsequently 
overwhedmed.  Nothing,  in  short,  could  be  more 
unhaiipy  than  their  regulations  ot  the  amount  ot 
their  issues.  ’Wlien  the  exchanges  Avere  violently 
adverse,  so  tliat  it  was  enormously  profitable  to 
export  gold,  they  enlarged  their  issues  to  au  ex- 
travagant extent,  and  Avheii  the  exchanges  Avore 
extrenielv  fa\-ourab!e,  so  that  gold  Avas  sure  to 
flow  in,  "they  restricted  them  with  merciless 
st'verity.  The  issues,  Avhich  were  £14.000,000 
Avhen  the  exclianges  Avere  against  the  country,  were 
reilueed  to  £8,040, *250  when  they  had  been  tor 
scA'eral  mouths  eminently  taA'oiirablc.  It  appears 
from  the  entire  evidence  in  the  reports,  that  it 
Avas  this  excessive  H'strictiou  ot  notes  A\hich^ 
drained  away  their  cash  during  the  autumn  of 
1790,  and  if  they  had  been  more  liberal  in  their 
issues,  their  vaults  Avould  have  been  much  better 
repleuished  Avith  cash. 

Tins  disaster  Avas  the  .second  notable  penalty 
Avhich  the  country  paid  Avitiun  tour  years  for  tlie 
unjustifiable  monopoly  of  the  R.ink.  Aicver  Avas 
there  a more  unfortunate  example  of  monopo- 


lizing selfishness;  it  AVonld  neither  establish 
branches  of  its  own  in  the  country,  nor  avouUI  it 
permit  anv  otlier  private  company  of  power  and 
solidil  v to'do  so,  wliose  credit  might  have  inter- 
posed and  aided  iu  sustaining  its  own.  More- 
oA'er.  Avheii  a failure  of  confidence  AA'as  felt  in  the 
country  notes,  it  refused  to  supply  notes  of  its 
OAva  to  sup]>lv  their  place.  The  pOAver  of  issuing 
what  plays  so  important  a part  in  commerce  wits 
absolutely  forbidden  to  Avealthy  companies,  ami 
left  in  au  unbounded  freedom  to  jtrivale  persons, 
many  of  Avhom  had  no  cajutal  or  property  to 
support  their  is>ui‘s,  and  Avhose  credit  vanished 
like  a puff  of  .siimkc  in  aiiv  jmblic  danger.  The 
Bank  consequoutly  was  left  to  bear  the  whole 
brunt  of  the  crisis,  solitary  and  unsupported,  and 
finally  succumbed. 

From  the  foregoing  considerations,  as  avcH  as 
the  AA'cight  of  authority  on  the  subject,  Ave  can 
scarcely  haA*e  any  room  to  doubt  tliat  tiie  siispon- 
siou  of  cash  payments  was  brought  about,  at  that 
jtarticular  time,  bv  the  erroneous  policy  of  the 
Directors.  Aloreover,  the  AA'cight  of  evidence  and 
opinion  tends  to  sIieAv  that  there  was  no  necessity 
for  tiieir  stojiping  Avlieu  they  did.  Their  treasure, 
it  is  true,  Avas  reduced  to  Httle  more  than  a 
million,  bat  that  Avas  more  than  twice  Avhat  tliey 
had  iu  1783,  and  the  exchanges  Avere  favourable 
to  the  country  and  gold  Avas  pouring  in.  On  the 
30th  May,  ^Ir.  Manning  stated  in  the  House  , 
that  vast  quantities  of  gold  had  flowed  into  the 
Bank,  both  from  the  country  and  from  abroad.  1 ii 
August  the  Bank  liad  upwards  of  four  uiillions 
of  treasure,  and  tliis  continued  steadily  to  increase 
till  .ingiist,  1799.  But  avc  must  in  candour  slate 
that  it  appears  open  to  much  doubt  Avliether  any 
management,  hoAvever  skilful,  could  uUhnatjdy 
liaA'e  saA'cd  them  from  such  a disaster  during 
some  period  of  the  AA'ar.  SeA'oral  ot  those  aa’Iio 
concurred  in  the  measure  at  the  time,  after  their 
jadgmeiit  had  been  corrected  by  oxiierieiice,  ex- 
pressed their  regret  at  having  done  so ; Sir  Robert 
Peel,  in  1844^  said  it  Avas  a “fatal"  measure. 
Notwithstaiiding,  however,  the  concurrence  of  so 
many  AA'eighty  authorities — and  this  is  peculiarly 
a ca.se  Avhere  great  authorities  carry  much  Aveiglit 
— we  cannot  help  thinking  that  it  was  fortunate 
that  it  occurred  at  this  early  period.  The  alarm 
and  dangers  Avhicli  preceded  its  stoppage  Avere 
comparatively  slight  compared  to  those  Avhich 
menaced  the  country  after  that  CA'cnt.  The  mu- 
tinies in  the  fleet,  the  rebellion  in  Ireland,  the 
enormous  accumulation  of  troops  oii  the  heights 
of  Boulogne  flushed  Avith  A'ictory,  led  by  a more 
fortunate,  thuugli  probably  not  a greater  soldier 
than  llociie,  and  burning  Avith  zeal  for  the  iiiAa- 
sion  of  England,  Avere  dangers  of  sucli  portentous 
magnitude  as  to  render  it  to  tlie  last  degree 
improbable  that  any  ])aper  curreuey  convertible 
into  gold  could  Iuia'c  snrvi\'ed  them.  That  Mon- 
tague Avas  a greater  and  more  successful  financier 
than  Pitt,  can,  Ave  think,  scarcely  be  doubted  ; 
ami  the  carrying  through  the  re-coinage  of  the 
silver,  in  the  midst  of  so  nmeh  public  distress, 
was  a financial  operation,  of  which  the  audacity, 
skill,  and  success,  must  ever  be  regarded  Avitli 
admiration.  But  it  must  bo  remembered  that  the 
crisis  ill  that  reign  la.'^ted  a much  shorter  time 
than  the  revolutionary  AA'ar,  and  Avas  never  fraught 
Avith  so  much  real  danger  to  the  indeiteiideuce  of 
the  couutrv.  At  that  period  there  was  probably 
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no  paper  credit  in  the  form  of  bimk  notes  ont  of 
of  Lomluii,  and  William  was  at  the  head  of  a 
great  Liiropeau  confederacy  against  one  overgrown 
}>ower,  so  that  the  circmnstances  of  the  two 
jieriods  were  in  no  way  parallel,  but  rather,  wc 
may  say,  reversed.  The  confederacy  against 
England  at  the  latter  period  was  far  more  men- 
acing and  foniiidaijle  than  the  alliance  against 
France.  The  tortuiies  of  Venice,  with  the  enemy 
at  Chiozza,  were  scarcely  at  a lower  ebb  than 
those  of  the  British  Empire  iii  179S,  and  there 
seemed  to  be  but  one  tiling  wanting  to  complete 
the  destruction  of  the  country— the  loss  of  public 
credit.  How'ever  great  and  invaluable  are  the 
blessings  of  a paper  currency  in  time  of  peace, 
there  does  not  appear  to  be  any  instance  of  its 
having  successfully  withstood  the  danger  of  inva- 
sion by  a foreign  enemy.  Even  in  Scotlaiul, 
Avhere  it  had  been  confessedly  conducted  on  a 
better  system,  ami  obtained  the  conlidence  of  the 
country  to  a much  greater  degree,  it  could  not 
have  withstood  the  dread  of  invasion,  if  it  had  not 
been  for  the  timely  assistance  of  the  Bank  of 
England.  And  if  it  could  not  do  so  in  that 
country,  where  the  danger  was  remote,  it  is  not 
probable  that  it  could  have  done  so  in  England, 
where  not  only  it  was  of  much  inferior  stability, 
but  was  the  very  part  of  the  empire  aimed  at,  and 
first  exjiosed  to  danger.  Tlie  constant  power  of 
producing  public  embarrassment  by  demands  for 
gold  w'ould  have  been  a powerful  weapon  in  the 
hands  of  the  enemy,  in  which  they  would  have 
found  many  in  this  country  to  support  them  from 
political  sympathy.  This  measure,  therefore,  re- 
moved one  perpetual  source  of  terror  and  alarm 
from  the  Ministry.  The  great  depreciation  of 
the  currency,  which  took  place  some  years  after- 
wards, was  not  by  any  means  a necessary  conse- 
quence from  such  a measure,  but  w'as  iirodiiced 
by  the  infatuated  iierversity,  both  of  the  Govern- 
ment and  of  the  Bank  of  England,  w lio  with  fatal 
obstinacy  persisted  in  a system  combining  almost 
every  fiilse  jtriuciple  that  could  be  thouglit  of. 
Upon  the  whole,  then,  we  think  that  the  suspen- 
sion must  have  taken  place  sooner  or  later,  and 
theretore  it  w'as  probably  advantageous  for  the 
country  that  it  did  occur  so  early  in  the  struggle. 

The  Crius  of  18*25. 

The  circumstances  which  led  to  the  great  de- 
preciation ot  the  Bank  Xote  and  the  appointment 
of  the  Bullion  Committee  in  1«10,  its  report  and 
its  rejection  by  the  House  of  Commons  in  1811, 
the  subsequent  increased  depredation  of  the  Bank 
2Cote,  and  the  fearful  monetary  disasters  in  1815- 
lG-17,  and  the  crisis  of  1819,  followed  by  the 
total  suspension  of  cash  payments  by  the  Bank, 
and  tile  circumstances  ])recediiig  the  great  crisis 
of  1825,  are  fully  detailed  under  Banking  in 
England  and  Bullion  Report.  M e sliall  there- 
fore not  repeat  here  the  details  given  under  tliese 
articles,  but  shall  eoutiiie  ourselves  to  an  ex- 
amination of  the  conduct  of  the  Bank  of  England 
during  the  crisis. 

The  exchange  on  Paris  began  to  decline  at  the 
close  ot  1823.  The  last  time  it  was  above  par 
was  in  June,  1824,  and  it  steadily  declined  till 
November.  On  the  18th  of  that  month,  Mr. 
Vard,  one  of  the  Directors  of  the  Bank,  said  that 
the  demand  for  bar  gold  shewed  that  it  was 
being  exported.  The  following  table  shews  Uiat 


the  treasure  in  the  Bank  had  been  steadily  and 
rapidly  declining  ever  since  January,  1824.  Now 
when  it  was  known  that  immense  sums  were 
leaving  the  country  and  the  exchange  tailing 
lower,  wlrit  did  the  Bank  do?  It  increased  its 
issues.  W'lien  every  consideration  of  common 
sense  and  prudence  demanded  a rapid  contraciiouy 
when  the  speculative  fever  was  plainly  declared, 
instead  of  doing  what  they  could  to  check  it,  they 
added  fuel  to  the  flames,  in  defiance  of  the  prin- 
ciples of  the  Bullion  Report.  The  following 
table  exhibits  the  state  of  their  treasure  and  their 
issues  from  the  end  of  1823  to  that  of  1825  : — 
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13,527,850  .. 
ia.8(K),3iH)  .. 
13,871,280  .. 
13,4O.*,.).j0  .. 
12,KS7,840  .. 
12.8tKU40  .. 
1I.8U.720  .. 
11,703,550  .. 
11,811,500  .. 
U.m-430  .. 
11,32.3.700  .. 
10,721.100  .. 
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....  17.551,530 


20,280,820 

19.730,980 

19,150,930 

20.045,000 

19.149,370 

l9,ir>8.‘M)0 

21.998,040 

20.293.320 

18.715,21H) 

21,042,020 

20,R50,200 

19,447,390 


9.490,4-0  .. 
8,857.730  .. 
8.152.340  .. 
0.059,780  .. 
0.131,3^)0  .. 
5,482.040  .. 
4.174.8:30  .. 
3.020,570 
3,490.iiiH)  .. 
3,l.V»,;ji;o  .. 
3.012,150  .. 
1.200,890  .. 


2 1.900, .3:30 
21,IK)(U40 
19,011, :340 
20,530,030 
19,053.010 
18.372,300 
20,794,720 
19,290,570 
lO,tK}9.780 
18,092,220 
17,404,890 
25,709,420 


The  speculative  fever  -was  at  its  height  in  the 
first  tour  moiitlis  of  1825,  wlieu  it  had  spent 
its  force,  and  came  to  an  end  in  the  natural  course 
of  things.  Vast  numbers  of  persons  who  had 
embarked  in  tlicse  wiki  schemes,  with  tlie  hope 
of  selling  out  of  them  before  the  inevitable  crash 
came,  wer-*  now  called  upon  for  their  subscrip- 
tions. Vast  quantities  of  capital  having  been 
absorbed  had  the  inevitable  ettect  of  raising  the 
late  of  interest.  Successive  calls  compelled  tlie 
weaker  holders  to  realize,  and  while  the  calls  for 
ready  mom-y  were  immediate  aud  pressing,  the 
lu-ospect  ol  returns  was  distant  and  uncertain. 
Accoidinglv,  alter  Alay  and  June,  the  decline  was 
rapid.  '1  he  South  American  loans  and  the  Mexi- 
can mmiug  schemes  |)roved  almost  universally 
total  losses.  In  the  meantime  that  slack  water, 
which  Mr.  fooke  observes  always  precedes  a great 
turn  111  tin  tide  of  lu'ices,  took  jilace.  Tiie  in- 
creased prices  of  commodities  which  speculatioii 
had  caused,  could  no  longer  be  kept  from  being 
realized,  and  prices  fell  as  raiiidly  as  they  had 
risen,  llu  obligations  of  the  speculators  now 
became  due,  and  tlie  sale  of  commodities  had  to 
be  torced  U>  meet  them.  Eniversal  discredit  now 
succeeded,  goods  became  unsaleable,  so  that  stocks, 
which  are  usually  held  iu  ainicipatioii  of  demand, 
weic  wholly  uiiavaiiable  to  meet  the  pecuniary 
engagemeiils  of  tlie  holders.  Merchants  who  liad 
accepted  bills  for  only  half  the  value  of  the  goods 
consigned  to  them,  were  unable  to  realize  even 
that  liall,  01  even  obtain  advances  on  securilv  of 


CRISIS,  COMMERCIAL. 


CRISIS,  COMMERCIAL. 


G33 


the  bills  of  lading.  The  advances  already  made  | i 
were  peremptorily  called  in.  'I'he  usury  laws,  i ( 
wiiich  limited  interest  to  5 per  cent.,  greatly  ag-  > 
giuvated  the  distress;  nobody  would  lend  iinmey  | t 
at  5 i)er  cent,  when  its  real  value  was  so  much  | ] 
oreater.  Hence  numbers,  who  would  have  gladly 
paid  8 or  10  per  cent,  interest,  were  obliged  to 
sell  goods  at  a difference  of  30  jier  cent,  fur  cash, 
compared  with  the  price  for  time. 

Tlie  bankers  in  the  country  had  followed  exactly 
in  the  steps  of  the  Bank  of  England.  Wliile  the 
fever  was  raging,  they  had  increased  their  issues 
and  liabilities  by  speculative  advances  on  com- 
modities. The  persons  to  whom  these  advances 
had  been  wade  had  no  means  of  repaying  them, 
but  the  promises  to  pay”  tiie  bankers  had  lent 
them  still  remained  in  circulation,  and  must  be 
met.  The  bankers  foresaw  the  coming  storm,  and 
endeavoured  to  provide  funds  to  meet  it.  The 
Bank  of  England  itself  had  its  eyes  opened  to  the 
suicidal  career  it  was  following  in  May,  and  then 
endeavoured  violently  to  contract  its  issues.  This 
sudden  change  of  policy  only  aggravated  the 
general  feeling  of  discredit.  During  the  autnuui 
everything  poiteinled  tiie  approach  of  the  im- 
pending catastrophe. 

The  inevitable  contre  coup  of  the  undue  ex- 
pansion of  credit  iu  the  spring  began  to  press 
heavily  on  the  country  banks  in  the  autumn  of  ] 
1825.  It  gradually  became  severer  during  the 
month  of  November.  As  the  crisis  was  evidently 
approaching  at  the  end  of  November,  the  pajiers 
discussed  the  probable  imlicy  of  the  Hank,  and  it 
was  generally  anticipated  that  it  would  continue 
to  contract  its  issues,  aud  let  the  evil  work  its  own 
cure  by  the  fall  of  the  houses  wliich  had  been  im- 
jirudeut  in  their  speculations.  On  the  29tli  No- 
vember it  was  announced  iu  tlie  London  papers  that 
Sir  M'iliiam  Eltord’s— a large  bank  at  Plymouth- 
had  failed,  aud  that  was  immediatel)’  followed 
by  the  fall  of  W’entwortli  ami  Co.,  a great  York- 
shire firm  By  the  3rd  of  December  the  panic 
had  fairly  set  in,  aud  the  whole  city  was  thrown 
into  the  most  violent  ^tate  of  alarm  and  eon-  | 
steniation.  On  that  day  (Saturday)  some  of  the 
Directors  of  the  Bank  were  inronued  that  ttie 
house  of  Pole,  TlioriUon  and  Co.,  one  of  the  lead- 
ing city  banking  houses,  AV'as  in  difficultie.s,  and 
at  a hurried  meeting  held  on  the  following  day, 
it  wa.s  decided  to  place,  £300,000  at  their  dis- 
j)osal  on  proper  security.  During  that  week  the  ' 
utmost  attention  was  paid  to  the  position  ot  that 
lioUhC,  which  fought  it  through  tiie  following 
week,  though  it  was  jirivately  known  to  the 
governor  that  if  the  storm  did  not  abate  they 
must  fall  on  the  Momlay  morning.  Instead  of 
abating,  however,  it  became  more  furious  than 
evei  oil  the  Monday.  Pole  and  Co.  stopi>ed  pay- 
ment, and  the  ruin  of  40  eountry  banks  which 
were  connected  with  them  was  expected. 

The  fall  of  this  great  banking  house  was  the 
signal  for  a run  upon  all  the  London  bankers. 
Another  great  house  of  equal  magnitude,  AVilliams, 
Burgess  and  Co.  and  three  or  four  more,  gave 
way,  and  spread  universal  consternation  among 
the  country  bank.s,  63  of  which  succumbed  to  the 
crisis,  though  a considerable  number  paid  20s.  in 
the  pound,  and  eventually  resumed  business. 

Tlie  Bank  at  first  maintained  a policy  of  vigor- 
ous restriction,  in  which  tliey  were  supported  by 
public  opinion.  Mi*.  Huskisson  said  afterwards 


in  the  House  of  Commons,  that  during  48  boms 
(Monday  ami  Tuesday,  December  12  and  13,)  it 
was  iuqiossible  to  convert  into  money  to  any 
extent  the  be.st  securities  of  the  government. 
Persons  could  not  sell  Exchequer  Bills,  nor  Hank 
Stock,  nor  East  India  Stock,  nor  the  public  funds. 
Mr.  Baring  said  that  men  would  not  part  with 
their  money  on  any  terms,  iior  tor  any  security. 
The  extent  t<i  ^^iueh  the  distress  had  reached 
was  melancholy  to  the  last  degree.  Persons  ot 
umloubteil  Avealth  ami  real  capital  Avere  seen 
Avalking  about  the  streets  of  Lomlon  not  kiioAving 
whether  they  should  be  able  to  meet  their  en- 
gagements for  the  next  day.  The  Directors 
thought  that  timy  Avould  certainly  liaA'c  to  stop 
payment,  aud  sounded  the  goAeriimeiit  as  to  a 
restriction  act.  But  the  government  would  not 
hear  of  such  a thing,  aud  it  was  resolved  that  the 
Bank  should  pay  away  its  last  guinea  ami  its  last 
shilling. 

On  the  14th  December  Mr.  Vincent  Stuckey, 
an  eminent  AVest  country  banker,  Avrote  to  the 
Directors  recommending  them  to  issue  a million 
of  notes  a day.  That  the  discredit  Avas  directed 
against  the  country  bank  pajier,  aud  all  they  Avould 
have  to  do  Avould  be  to  exchange  their  poAverful 
credit  for  the  tottering  credit  of  the  country  banks, 
aud  they  Avould  not  increase  the  total  of  the  cir- 
culation. AVhethei*  it  was  in  consequence  of  tlii.s 
advice  or  not  it  does  not  appear,  but  tliey  ado]>ted 
this  plan.  ( )n  AVednesday,  the  14th.  the  Exclian-^v 
had  decidedly  turned  in  faA'ur  of  the  country  in 
consequence  of  the  pressure,  aud  the  Bank  totally 
changed  it8  policy.  From  a policy  of  (he  mu>t 
stringent  restricBon,  they  discounted  Avith  the 
most  enormous  profuseuess.  They  inaile  im- 
mense advances  on  Exchequer  Bills  and  secu- 
rities of  all  sorts.  Mr.  Harman  says  (Report 
Bank  Charter,  1832,  p.  154;:—“  M>  lent  it  by 
every  po.ssible  means,  ami  iu  inodes  we  liad  never 
adopted  before;  Ave  took  in  Stock  as  security,  we 
purchased  Excliequer  Bills,  we  made  adAancc.s 
on  Exchequer  Bills,  we  not  only  discounted  out- 
I right  but  Ave  nia<le  advances  on  dejio-sU  id'  bills  of 
exchange  to  an  immense  amonm,  in  sliori  Ity 
every  possible  means  consistent  avUIi  the  sali*ty 
of  the  bank;  and  we  were  not  on  some  occasions 
overnice,  seeing  the  dreadful  state  iu  Avhich  tin- 
jmblic  Were,  Ave  rendered  every  assistance  in  <nir 
])0\ver."  Tills  audacious  p^dicy  Ava.s  crowned  Aviiii 
the  mo.st  conqilete  success — the  panic  was  stajpd 
almost  immediately.  On  Friday  evening,  the  16th, 
the  Courier  said  “ AVe  are  hayipy  to  think  that 
the  Avor,st  is  over,  though  there  are  still  great 
demauds  upon  the  Bank,  paiticularlv  from  the 
country.  Tiie  same  paper,  on  the  next  day,  tlie 
17th,  said: — ‘■•AlthoULdi  ])ublic  confidence  is  oii 
the  return  in  the  metropolis,  and  things  are  re- 
suming their  usual  course,  yet,  as  might  be  ex- 
pected, this  has  not  yet  communicated  itself  to 
the  country.”  in  fact,  the  London  jiauic  avus 
completely  allayed  in  this  Aveek  by  the*  profuse 
issue  of  bank  note.s.  Between  \Aeiinesday,  the 
14th,  and  Saturday,  the  17th,  the  bank  issued 
; upAvurds  of  £5,000,000  of  notes ! 
s The  Avaves  of  discn*dit,  however,  Avere  propa- 
L gated  tlu'ougli  the  country,  aud  throughout  the 
following  Aveek  the  demand  still  continued  great 
• from  the  London  bankers  for  tlieir  country  cor- 
' respondents.  During  the  course  of  it,  it  came  to 
> the  remembrauceofsomeoftheDirectors  that  there 


1 

f 


f)34  CIUSIS,  COMMKUCIAL. 

Avas  a rlicst  of  tlidr  £1  iK>tcs  whicli  had  novor 
ln'Cii  used.  As  soon  as  tins  was  discovered,  it 
o<‘cuiTed  to  them  that  they  mi^rlit  l)e  used  to  stay 
the  panic  in  the  country  districts,  and  the  dis’- 
cre<lit  of  the  country  bank  in»tes.  Upon  coin- 
iminicatinp:  tliis  idea  to  the  London  i)ankers  it 
was  eagerly  aj^proved  of,  and  the  sanction  of  the 
<ioTenunoiit  Avas  asked  for  the  e.\periment.  The 
(iovermnciu  ctmsented,  and  the  notes  AA'ere  sent 
off  to  the  country  Ijankers  without  delay,  and 
]Arodnced  instantaneous  relief.  “At  Xor\vieh,Avhen 
tlie  Gurneys  sIieAvod  upon  their  counter  so  many 
feet  of  bank-notes  of  such  a thickness,  it  stopped 
the  run  in  tliat  ]iart  of  the  ctuintry.” 

During  the  Aveek  ending  the  17th,  t!ie  i\Iint  had 
been  kept  constantly  at  A\  ork  day  and  night,  but 
iiotwitlistaiuliug  all  its  efforts  it  could  not  supply 
coin  Avitli  snliicient  rapidity,  so  that  it  ke|)t  con- 
tinually diminishing.  On  tlie  Saturday  the  coin 
and  bnlHou  in  the  Hank  scarcely  exceeded  one 
million,  but  the  profuse  issue  of  notes  had  stayed 
the  panic,  ami  on  Saturday  evening  the  Directors 
Avere  able  to  assure  the  ministry  tliat  all  danger 
AA'as  over.  The  great  pressure  had  produced  tlie 
etfect  Avhich  necessarily  results  from  such  cir- 
cumstauces.  The  great  increase  in  the  A*aliie  of 
money  here  had  turned  the  exchanges  in  favour 
of  the  country.  The  Directors  expected  remit- 
tances from  Paris,  and  they  fortunately  came 
siMiiier  than  Avas  expected.  On  Monday,  the  Ibtli, 
aU>ut  .£400,000  came  from  France,  and  the  de- 
mand liaving  sensibly  abated,  tiio  su[»plies  from 
tlie  Mint  fully  equalled  the  sums  drawn  out  of 
the.  Dank, — or  rather  exceeded  tliem.  By  the 
ti4th  the  ])anic  aa^s  completely  allayed  all  over 
the  C(mntry,  ami  the  amount  of  the  £1  notes 
is.sucd  Avas  uniler  £o00,000,  and  by  the  beginning 
of  18*26  tlie  credit  of  the  banking  Avorld  Avas  com- 
pletely restored. 

The  circumstances  of  this  famous  crisis  are  the 
most  complete  ami  triumphant  example  of  the 
niujuestiomible  truth  of  the  principles  of  the 
Bullion  Pfccptjrt,  and  of  Sir  Francis  Baring  already 
ipnited.  When  the  drain  of  Treasure  from  tlfe  I 
Bank  was  severe  and  unceasing,  and  notoriously 
tor  ex])ortatiim  on  account  of  foreign  loans,  the 
Bank  with  infatuated  obstinacy  had  increased 
their  issues  instead  of  contracting  them,  in  deli- 
aiice  of  the  clearest  warnings  of  the  Hullion 
Report.  After  six  mouths’  continuance  in  this 
fatal  course,  tliey  at  last  reversed  their  course 
and  contracted  them.  In  July  182-5,  after  a 
steady  and  notorious  drain  had  been  going  on  for 
exportation,  their  issues  Avere  upAvards  of  three 
millions  greater,  Avlien  their  treasure  scarcely  ex- 
ceeded four  millions,  than  Avheii  it  had  been  14 
millions.  In  the  course  of  the  autumn  the  drain 
for  exportation  cea.sed,  but  began  to  be  severe 
for  internal  purposes.  The  demand  for  gold  Avas 
entirely  to  support  the  tottering  credit  of  the 
country  bank  notes.  Xoav,  as  the  country  bankers 
Avere  only  too  ghul  to  Avithdraw  their  own  notes 
and  substitute  gold  for  them,  there  wiis  not  the 
.slightest  danger  of  an  increase  of  Bank  of  Englaml 
notes  adding  to  tlie  general  amount  of  the  paper 
currency  in  the  country,  but  just  the  reverse. 
Consequently  it  was  Just  the  precise  c.ase  in  Avhicli 
Sir  Francis  Baring  and  the  Bullion  Committee 
said  it  Avas  the  duty  of  the  Bank  of  England  to 
extend  its  issues  to  support  general  credit.  There 
was  not  the  smallest  danger  that  an  extension  of 
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■ I issues  Avon  Id,  under  .such  circumstances,  turn  the 
i foreign  exi  hanges  against  the  country.  The  cha- 
racter (d‘  the  demand  was  declared  in  the  most 
umnistakable  Avay.  On  Thursday,  the  loth,  a 
meeting  ot  merchants  and  others  took  jdaco  at 
the  Mansion  Ilon.-e,  when  it  was  stated  that  Sir 
P.  Pole  and  Co.  had  a surplus  of  £170,000  after 
]iayment  of  all  claims  against  them,  besides  large 
landed  property  belonging  to  Sir  Peter  Pole,  ami 
about  £100,000,  the  jn-ivate  ju’operty  of  other 
members  of  the  linn.  AVilliams  and  Burgess  had 
enough  to  ]>uy  40s.  in  the  pound.  Now  if  the 
course  Avliicii  Avas  adojjted  on  the  AVednesday 
had  been  adopted  on  tlie  Monday,  the  Avhole  of 
that  tei  rifi.’  crisis  Avould  IiaA'e  been  saved.  All 
coiitempomry  evidence  proves  that  it  was  this 
profuse  issue  of  £5,000,000  in  a fcAv  days  that 
stayed  the  panic.  If  they  had  perscA'ered  in  the 
^e^trictive  policy  for  three  days  more,  the  total 
and  entire  destruction  of  commercial  credit  would 
infallibly  h ive  ensued.  In  short  if  they  had  fol- 
bnved  the  jirecedentsuf  1793  and  1797,  so  strongly 
condemned  by  the  Bullion  Report,  all  credit  Avould 
have  been  destroyed;  they  followed  the  prin- 
cijiles  laid  down  in  the  Bulliou  Report,  and  the 
country  Ava^  saved. 

AVilh  respect  to  the  issue  of  the  £I  notes,  iVIr. 
Horsley  Puiiner,  the  Governor  of  the  Bank.  Avas 
asked  CFq>ortou  Bank  Charter,  1832>— Q.  99; 
“Was  not  the  diliiculty  of  A\diich  you  have  been 
speaking  in  the  year  1825,  Avheii  there  Avas  such 
a run  niton  the  Bank,  unconnected  Avith  anv 
foreign  deiu  ind,  in  fact,  met  by  the  re-issuing  of 
the  £1  notes?— At  Noi'Avich  it  Avas,  and  I believe 
at  one  or  two  other  places.”  Q.  117;  “Can 
there  be  any  doubt  that  that  issue  of  £1  notes 
made  in  1S25  had  a most  beneficial  effect  upon 
the  transacrions  of  this  metropolis? — I believe 
that  it  prov<-d  beneficial  in  stopping  tlic  run  upon 
tlie  country  bankers.”  After  describing  the  effect 
of  the  fail  of  Pole  and  Co.  upon  commercial  credit, 
in  questions  607-()I6,  Mr.  Palmer  said  that  the 
danger  to  the  Bank  AA'as  in  a great  degree  aA'erled 
by  the  issue  of  its  £1  notes,  Avhicli  Avere  a A*erv 
material  aid  to  it  Avhen  it  Avas  dilficult  to  get  coin 
from  tlie  Mint  in  sullicieut  quantities.  Mr. 
Stuckey,  th  • eminent  banker,  said  tliat  if  the 
Bank  had  in-t  done  as  they  did,  most  of  the  banks 
in  Liuidon  .us  Avell  as  the  country  must  have 
stopiH'd  Mr.  Jeremiah  Harman  was  asked— Q. 
2,232:  “The  Bank  of  England  issued  £1  notes 
at  that  period — Avas  that  done  to  protect  its  re- 
maining tH  itsiire  ?— Decidedly,  and  it  Avorked 
AA'onders.  Do  yon  think  that  the  issuing  of  the 
£i  notes  did  avert  a complete  drain? — As  far  as 
my  judgment  goes,  it  saved  the  credit  of  the 
Country.”  i^Ir.  G.  AAL  Norman  Avas  asked — (^. 
2,479;  “ Do  you  not  think  that  Avith  a reduced 
treasure  in  die  Bank,  accompanied  AA-itli  embar- 
rassment in  commerce,  and  Avurkineii  tliroAvn  out 
of  employment,  a prudential  regard  to  the  safi-ty 
of  the  Bank  would  cause  that  to  be  considered  a 
period  of  danger  to  the  Bank  ?— Certainly  I should 
say  it  AA'ould  be  an  anxious  period  for  the  Bank  ; 
but  I think  Ave  have  generally  seen  in  periods  of 
commercial  distress  the  credit  of  the  Hank  rather 
rose  higher  .ibove  the  common  credit  of  other 
bodies  of  in  lividuals  tliau  at  any  other  time. 
AAliy  do  you  think  so?~I  may  refer  particularly 
to  the  exam|)le  of  1825;  at  that  time  the  Bank 
had  tlie  mean  ^ of  increasing  its  issues  prodigiously; 
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at  the  moment  the  crisis  took  place  tlieve  Avas 
nothing  like  a Avant  of  credit  in  the  public  mind 
with  respect  to  the  Bank.  Do  yon  suppose  that 
the  £1  notes  of  the  Bank  at  that  time  stopiied 
the  panic? — To  a certain  degree.”  Even  iSIr. 
Samuel  Jones  Loyd  (now  Lord  Overstone)  Avhose 
opinion.s  on  Currency  Ave  luiA'e  examined  at  great 
length  under  Currency,  testified  its  to  tlie  good 
effect  of  the  issue  of  the  £1  notes,  tj.  3,446: 
“ Do  you  conceiA'e  that  any  part  of  Avhat  has 
been  called  the  commercial  discredit  in  the  year 
1825,  coii.^isted  in  a doubt  of  the  nltiinate  solvency 
of  the  Bank  of  England  ? — Not  the  slightest ; and 
the  best  proof  of  that  is,  that  Avhen  they  had  no 
further  suAau*eigns  that  they  could  issue,  they 
luckily  found  a large  quantity  of  £l  notes,  and 
the  public  Avere  perfectly  safistied  Avith  the  £1 
notes.” 
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present.  The  chief  ]>oiut  wc  have  to  consider  at 
]n*esent,  is  the  policy  of  imposing  a detiniie 
nuiuorical  limit  on  the  issues  ot  the  Bank,  in  dia- 
metrical opposition  to  the  opinions  of  ilie  most 
eminent  banking  authorities  up  to  1840. 

The  intention  of  tiie  framcr.s  of  the  Act  Avas 
that,  as  bullion  left  tlie  country,  the  issues  of  the 
Bank  in  the  hands  of  the  public  sliould  be 
gnuluallv  diminished,  so  a-'^  to  make  money  more 
valuable,  and  anv>t  tbe  drain.  After  the  pas.sing 
of  the  Act  of  1844.  from  various  drcumstance>, 
there  Avas  a contiimal  increase  in  the  bullion  in 
the  Bank  nutil  August,  1846,  when  it  reached  a 
maximum  of  16  millions,  and  the  rate  of  discount 
Avas  .3  per  cent.  The  folioAviug  figures  sheAV  the 
notes  held  by  tbe  public,  and  in  resei’A'e,  the  total 
amount  of  bullion,  and  tlie  rate  of  iliscouul,  from 
I August,  1846,  to  the  crisis  ot  April,  1847. 


On  the  Criaia  of  1847. 

The  great  crisis  of  1825  is  the  most  striking 
proof  of  the  truth  of  the  fimdamentul  principles  of 
the  Bullion  Report,  one  of  Avhich  Avas  that  it  Avas 
inexpedient  to  impose  a numerical  limit  on  the 
issues  of  the  Bank,  because  there  aatpc  occa.sioual 
crises  to  Avliich  onr  system  of  paper  credit  Avas 
sulijoct,  Avheu  a liber.al  issue  of  Bank  notes  Avas 
iiulispensabie  topreA'ent  general  commercial  ruin. 
After  many  long  controversies  Ave  have  seen  that 
the  Directors  of  the  Bank  Avere  brouglit  to  admit 
the  principle  that  tlie  issues  of  notes  should  be 
regulated  by  the  state  of  the  Foreign  Exchanges.  ^ 
AVe  liave  sheAvn  under  Banking  in  England,  § 
218,  the  rules  proposed  by  the  Directors  for  con- 
trolling their  issues  by  the  Exchanges,  and  Iioav 
ntterlv  futile  tliey  Avere  The  mismanagement  of 
the  Directors  brought  the  Bank  into  diliirulties 
in  1837  ami  1839,  but  these  crises  are  not  suf- 
ficiently important  in  a scientific  point  ot  A'icAv  to 
demand  a separate  notice.  The  repeated  instances 
of  mismanagement,  hoAvever,  turned  the  attention 
of  writers  to  devise  some  plan  by  Avhieh  the  Bank 
should  be  compelled  to  maintain  itself  in  a posi-  , 
tion  of  solvency,  and  a plan  Avas  adopted  by  Sir 
Robert  Teel,  A'ery  mucii  in  conformity  Avith  tbe 
ideiLs  of  Colonel  Torrens,  IMr.  Samuel  Jones  Loyd  | 
(Lord  OA'erstone).  and  others,  Avhicli  Avas  carried 
into  etfect  l>y  the  famous  Bank  Act  of  1844.  The 
details  of  this  Act  are  fully  explained  in  Banking 
IN  England,  § 235.  W'e  ha\'e  shewn  there  that 
it  imposed  a detinite  limit  on  the  issues  of  the 
Bank,  being  alloAved  to  issue  notes  to  the  amount 
of  £14,000,000  based  on  public  securities,  to- 
gether Avith  au  amount  equal  to  the  quantity  ot 
coin  they  possessed  in  their  vaults.  This  theory 
Avas  based  upon  Avluit  is  called  the  Currency 
ITinciple,  Avhidi  shortly  slated  is  this:— That 
Bank  notes  payable  to  bearer  on  demand  are 
currency,  as  dis'tingaisUed  from  all  other  forms  of 
]iaper  credit.  That  Avhcu  Bank  notes  are  per- 
mitted to  be  issued,  they  ought  to  be  exactly 
equal  in  quantity  to  tlie  bullion  they  displace, 
and  that  the  quantity  of  notes  in  circulation 
oiiglit  alAvuA's  to  be  exactly  equal  to  Avhal  the  coin 
would  be  if  there  Avere  no  notes.  Such  Avas  the 
theory  tlie  promoters  of  the  Act  intended  to  carry 
out.  But  Ave  have  sheAvn  under  Banking  in 
England,  § 236-7,  and  Currency  Principle 
Avliat  a complete  delusion  it  is  to  suppose  that  the 
Act  does  really  carry  it  out.  However,  that  is 
not  the  most  important  point  Avhich  affects  us  at 


bank  notes. 

Total 

. 

\nmiiilt  of 

1 

In  Reserve. 

• VSII**ViV«V 

Uullimi. 

Issued. 

£ 

£ 

£ 

Aiig.  29 

20.421 ‘.OoO 

!i.4:.o,i«>o 

bi.;t66.ooo 

Oct.  3.. 

20..V»l.(«KI 

1.5,Sl7.tHMl 

Xov.  7 . . 

20.971dKfO 

7,21  •.5,000 

H.7C.<i.UHi 

Dec.  19  . . 

19A49.0OO 

8,864,0tKI 

1.5,163.0011 

1S17. 

Jan.  9 . . 

20.s:j7.mo 

6.71.5.000 

H.:J(I8.<k>o 

..  b> . . 

21  M579.0«H) 

6A46,000 

l.t.UdlUHHl 

..  ;w).. 

20,4<;9,(K)0 

5.704.1  NMI 

12.1N12.0IM 

Feb.  20  .. 

19.482.O00 

5.917.(KKi 

I2.21.5.DIM 

Mar.  6 . . 

1 9.279.01  K I 

.5.71-5.UK) 

11..5‘^;.(HM 

„ 20.. 

19,069.IHH) 

.5.419.0  HI 

11.2.32,<hm 

April  3 . . 

19.8.m.(HN) 

:4.70tMHM) 

10.246.1  MM 

..  W.. 

29,24:1,1*00 

2,.5.58.0<Ht 

9.86  j, 001  ► 

Rate  of 
Dbeuunt. 


AVhou  the  public  saAv  the  Avhole  banking  re- 
sources of  the  Bank  reduced  to  2i  millions,  a 
comidete  panic  seized  the  Directors  and  ihe 
public.  The  Directors  adopted  incaMires  iff  the 
•u’eatest  scA'erity  to  check  tlie  drain.  Discount 
out  of  doors  on  the  best  bilis  rose  to  10  and  12 
])cr  cent.  In  consequence  of  these  measures 
bullion  began  to  tlow  in,  and  continued  to  do  so 
till  the  end  of  June,  Avhen  it  Avas  npAvards  of  lOA 
iiullions.  At  the  cml  of  June,  however,  a new 
drain  began,  Avhich  continued  steadily  till  after 
the  "Teat  crisis  in  October.  At  the  end  ol  July, 
thelhink  had  £9,331,000  of  builion  and  coin, 
the  notes  issued  Avere  £18,892,000,  and  tlu»e  in 
reserve  Avere  £3,775,000.  They  had  been  so 
scv'crely  blamed  in  April  for  not  taking  timely 
precautions  to  check  the  drain,  that  they  iioav 
procceiied  with  greater  energy.  Discount  was 
raised  to  54,  being  14  per  cent,  higher  than  Avlieii 
they  had  a similar  amonnl  of  reser\'c  in  April. 

'I'he  crisis  of  1847  began  in  August.  There 
had  undoubtedly  been  a long  period  during  which 
houses  that  had  been  ius-olveut  for  years  bad^ 
maintained  tliemselA'es  atlttat  by  the  Ioav  rate  ol 
discomit.  But  besides  that,  the  extraordinary 
rise  in  the  price  of  Avheat  in  the  spring  had  led 
to  enormous  speculation  in  corn.  1 he  price  of 
Avheat  had  ranged  from  70s.  to  77s.  Iroui  January 
to  April.  In  SU\y  the  average  rose  to  105s.,  a 
considerable  quantitv  being  sold  at  a much  higher 
tin-nre  than  that,  it  did  not  vary  much  during 
June.  These,  higii  prices,  of  cour-^e,  attracted 
ail  immense  amount  of  supplies;  and  during  July 
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the  jiricc  ‘rradually  fell  to  "fis.  Tlie  cari^nes, 
Iiowt‘Vi.‘i%  purchased  at  the  ])rict*s  of  the  spring,  ' 
now  arrived,  licsides  tliat,  the  new  crops  began 
to  come  in,  and  were  found  to  be  of  exceilent 
quality;  and  thus  the  price  was  still  further 
lowered.  Thr  frightinl  catalogue  of  failures 
began  in  the  first  week  of  Au::nst  During  the 
first  week  they  were  about  X ! ,*.^00,000.  In  three 
weeks  they  amomit<-d  to  X3, 027,000.  AVeek  after 
Avcek  foihoved,  each  one  increasing  in  severity, 
until  the  total  exceeded  Xlo,000.()00.  The  in- 
creasing severity  of  the  crisis  had  its  usual  effect 
of  turning  tlie  exchanges  in  favour  of  the  country,  ' 
and  by  the  eud  of  September  bullion  began  to 
flow  in.  I 

By  the  2nd  of  Octolter,  the  reserve  was  re- 
duced to  X3. 409,000,  with  the  crisis  becoming 
severer  every  day.  The  Bank  began  to  perceive  | 
that  it  wa.s  time  for  them  to  think  of  their  own 
safety.  On  that  day  they  gave  notic<*  that  the 
minimum  rate  would  be*  on  all  bills  falling  ! 
due  before  the  loth  October,  and  they  refused  to  ' 
make  any  advances  on  stock  or  exclieipier  bills.  | 
This  last  announcement  created  great  excitement  ' 
on  the  Stock  Exchange.  The  town  ami  coimtiy  , 
bankers  hastened  to  sell  their  jmbiic  securities, 
to  convert  tliem  into  money.  The  dillereiice  be- 
tween the  price  of  Consols  for  reaily  money  and 
for  the  account  of  tlie  14th  Octolier,  shewed  a j 
rate  of  interest  etjuivalent  to  50  per  cent,  per  ' 
annum.  Exchequer  bills  sold  at  35  per  cent.  , 
discount.  On  the  16th  October  the  rate  of  dis-  I 
Count  varied  from  5^  to  9 per  cent.  At  this  time  ! 
the  bullion  was  £8,431,000;  the  notes  issued 
XI 9,359.000,-  and  in  reserve  £2,630,000. 

The  following  week,  from  lUonday  the  18th  to 
Saturday  the  23rd,  was  the  paroxysm  of  the 
crisis.  On  Monday  the  Koyal  Bank  of  Liverpool, 
with  a pai(i-up  capital  of  £800,000,  stopped  pay- 
ment,  wliich  caused  the  fund^  to  fall  2 per  cent. 
This  was  followed  by  the  stopj>age  of  tlie  Xorth 
and  South  'Wales  Bank,  also  of  Liveriiool,  the 
Eivcrpoiil  Banking  Company,  the  Union  Bank  of 
Neweaslle,  heavy  rums  on  the  otlier  banks  (4*  tiie 
distriet,  and  other  bunk  failures  at  Alanclicster 
and  in  the  West  of  England.  As  tlie  whole 
commercial  world  knew  that  the  resources  of 
the  Banking  dejiailnnmt  were  being  ra])idly  ex-  ' 
Iiausted,  a complete  panie  seized  them.  Trivate 
discounts  ceased.  At  Livor|iool  bills  of  the  liest 
houses,  bearing  the  endorsement  of  the  Bank  of 
P'rance,  amt  having  only  three  days  to  rim.  were 
refii.-<ed  dist'ouut  at  the  branch  of  the  Bank  of  i 
England.  No  one  would  part  with  the  money  or 
notes  they  possessed.  The  most  exorbitiint  sums 
were  offered  to  merchants,  aud  refused,  for  tlicir  , 
acceptances. 

The  continued  and  ever  increasing  severity  of 
the  crisis  caused  deputation  after  deputation  to 
be  sent  to  the  Government,  to  obtain  a relaxation 
of  the  Act,  For  a long  time  they  were  iinsuc-  i 
cessful,  the  Mini.stry  clinging  with  obstinacy  to 
tlieir  pet  theory  of  curreiiey.  At  last  it  became 
evident  that  matters  could  go  on  no  longer.  Biiiu 
awaited  the  whole  commercial  community.  On 
Saturday,  tlie  23rd,  the  Aliiiistry  found  that  the 
Act  must  be  abamloiied,  ami  coiumunicated  this 
determination  to  the  Directors,  who  immediately  i 
acted  upon  it,  and  discounted  freely  at  9 ])er  j 
cent.  The  letter  itself  was  not  actually  sent  till  | 
Alouday,  the  25th.  It  stated  tliat  the  Government  I 
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ex))ccted  that  the  pressure  which  had  existed  for 
some  weeks  would  have  passed  a^vay  like  the  one 
in  April  had  done,  by  the  operation  of  natural 
causes.  That,  being  disappointed  in  this  hope, 
they  had  come  to  the  conclusion  that  the  time 
had  come  wlien  tliey  ought  to  attempt,  by  some 
extraordinary  and  temporary  measure,  to  restore 
confidence  to  the  nuTcaiitile  community.  That 
tor  this  purpo.se  they  recommended  the  Directors 
ot  tlie  Bank  of  England,  in  the  emergency,  to  en- 
large the  amount  of  their  discounts  and  advances 
on  ajiproved  -iccurity;  but  that,  in  order  to  restrain 
this  operation  within  reasonable  limits,  a high 
rate  of  interest  should  be  charged,  which,  under 
the  circumsl.mcos,  should  not,  they  tliought,  be 
less  tiiau  8 per  cent.  That  if  such  a course 
should  leail  to  any  infringement  of  the  law,  they 
would  be  prepared  to  propose  to  Parliament,  on 
its  meeting, bill  of  indemnity.  This  letter  was 
made  public  about  one  o'clock  on  Monday,  the 
25th  : ami  no  sooner  was  it  done  so,  than  the 
jianic  vanished  like  a dream ! Mr.  Gurney  stated 
that  it  produced  its  eflect  in  ten  minutes!  No 
sooner  was  it  known  that  notes  mighthe  had,  than 
the  want  of  them  ceased!  Not  only  did  no 
infringement  of  the  Act  take  place,  but  the  whole 
issue  of  notes  in  consequence  of  the  letter  Avas 
only  £400,000;  so  that,  while  at  one  moment  the 
whole  credit  ot  Great  Britain  Avas  in  imminent 
danger  ot  being  totally  destiwed,  Avithin  one 
hour  it  Avas  ^aA'ed  by  the  knowledge  that  notes 
might  be  had.  and  tii'e  actual  is.sue  of  £400,000! 

The  extraordinary  and  disastrous  state  of  public 
credit  at  thi^.  period  may  be  judged  of  by  the 
aid  afforded  by  the  Bank  of  England  to  different 
estabIi^htneI]ts  from  the  15th  September  to  the 
15th  Xovemb'T,  as  folloAvs : — 

1.  It  advanced  £150,000  to  a large  firm  in 
Loudon,  who  Avere  under  liabilities  to  the  extent 
of  .'Several  millions,  on  the  security  of  debentures 
ot  the  Governor  ami  Comiiaiiy  of  the  Copper 
^linersof  England,  which  preA'eiited  them  stop- 
ping payment. 

2.  it  advmiced  £.50,000  to  a country  banker, 
on  the  security  of  real  propert}'. 

3.  It  advanced  £120,000  to  the  Governor  and 
Company  of  Copper  Miners,  Avhich  prevented 
them  stop[)ing  payment. 

4.  It  advaiiced'£300,000  to  the  Roval  Bank  of 
Liver]iool.  on  the  security  of  bills  o“f  excliaiigt*, 
over  ami  ab-jve  their  usual  discounts;  but  this 
was  iiiailequale,  and  the  bank,  ha\'ing  no  further 
Security  tu  oil  -r,  stopped  jiayment. 

5.  It  advanced  £100,000  to  another  Joint  stock 
bank  in  the  country. 

6.  It  ad\anced  £130,000  on  real  property  to 
a large  mercaatiie  house  iii  London. 

i . Jt  advanced  £50,000  on  bills  of  exchaiigo 
to  another  mercantile  house,  on  the  security  of 
approved  names 

8.  It  advanced  £.50,000  on  bills  of  exchange 
to  a joint  stoi  k bank  of  issue,  Avliieli  soon  after 
stopped  pa\*nn*nt. 

9.  It  advanced  £15,000  on  real  property  to 
another  mercantile  house  in  London. 

10.  It  saved  a larg^^  mercantile  house  iii  Liver- 
pool trom  failing,  by  forbearing  to  enforce  payment 
ot  £100,000  oi  their  acceptances  falling  due. 

11.  It  assisted  another  A'ery  large  joint  stock 
bank  in  the  ci  uiitry  by  an  advance  of  £800,000 
beyond  its  usual  diseuuiit  limit. 
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12.  It  advanced  £100,000  to  a country  banker  i 
on  real  security. 

13  It  advanced  to  a Scotch  bank  £200,000 
on  tlie  security  of  local  bills,  ami  £60,000  on 
Londtui  bills. 

14.  It  a.ssistod  another  Scotch  bank  by  dis- 
counting £100,000  of  local  and  Lomlon  bills. 

15.  It  advanced  £100,000  to  a large  mereantile 
house  in  London,  on  approved  personal  .'Security. 

16.  It  assisted  a large  house  in  Manche>ter  to 
resume  payment,  by  an  advauce  of  £40,0uo  on 
approvevl  personal  security. 

17.  It  advanced  £30,000  to  a country  bank  on 
real  property. 

18.  It  assisted  many  other  houso.s,  both  in 
t(ovn  aud  country,  by  advances  of  smaller  sums 
on  securities  nut  usually  admitted;  and  it  did 
not  rejeet,  in  Lomlon,  any  one  bill  offered  for  i 
discount,  except  on  the  ground  of  insufficient 
security. 

The  far  larger  piirtion  of  this  a.ssistance  AA’as 
given  before  the  23rd  October. 

On  the  meeting  of  Farliament  the  Chancellor 
of  the  Exeheipier  moved  for  a committee  to 
enquire  into  the  causes  of  the  recent  eomnu  rcial 
distress,  and  Iiuav  far  it  Avas  affected  by  the  Act 
of  1844.  He  spoke  of  the  panic  in  tlie  spring, 
lie  said  that  he  had  seen  no  reason  to  change  tlie 
opinion  he  had  then  expressed,  tliat  itAvas  mainly 
owing  to  tlie  imprudence  of  tlte  Bank,  wliich, 
liaviug  full  warning  of  the  various  demands  it 
would  have  on  it,  Avas  too  tardy  in  raising  the 
rate  of  discount,  and  had  lent  out,  over  the  period 
A\  hell  the  dividends  became  jiayable,  the  money 
tla^  had  provided  for  that  purpose,  sO  that  tliey 
Avere  nut  in  possession  of  adcijuate  funds  Avhen 
they  Avere  reipiired.  The  low  state  of  tlieir 
rcserA'e  then  excited  consternation.  The  Bank 
then  took  the  severe  step  of  reducing  the  amount 
of  discounls.  They  pulled  up  as  suddenly  as 
they  had  uuAvisely  let  out  their  reserve  before. 
WilU  respect  to  the  jiaiuc  of  October,  he  said 
that  the  soA'ere  pressure  m the  money  market 
had  abated  Avlieii  the  bank  failures  in  lAverpool 
and  the  North  of  England  tm»k  place,  Avhich 
renewed  the  alarm.  After  describing  the  great 
]>ressure  on  the  country  banks,  he  said — “ I'lie 
Bank  of  England  AA'ere  pressed  directly  for  assist- 
ance from  all  parts  of  the  country,  and  iiidin'cily 
through  the  Luiidou  bankers,  who  AVerc  called 
upon  to  support  tlieir  country  eorrespoiulenls. 
The  country  banks  required  a large  amount  of 
notes  to  reiuler  them  secure  against  possible  de- 
mands; not  so  much  for  payment  of  their  notes, 
as  of  their  deposits.  Houses  in  London  were 
applying  constantly  to  the  Bank  for  aid.  Two 
bill  brokers  had  stopped,  and  the  operations  of 
two  others  Avere  nearly  paralysed.  The  whole 
demand  for  discount  Avas  thrown  upon  the  hands 
of  the  Bank  of  England.  Xotwiilistauding  this, 
as  I said  before,  the  Bank  never  refused  a bill 
AAhich  it  Avould  have  discounted  at  another  time; 
but  still  the  large  mass  of  bills  Avliidi  under 
ordinary  circumstances  are  discounted  by  bill 
brokers  could  not  be  negotiated.  During  this 
lieriod  we  Avere  daily,  I may  say  hourly,  in  ])os- 
sesskm  of  the  state  of  the  Bank.  The  Governor 
aud  Deputy-Governor  at  last  said  they  could  no 
longer  cuutiiiue  their  advances  to  support  the 
vai-ious  paj’ties  who  applied  to  them ; that  they 
could  save  themselves,  that  is,  they  could  comply 
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Avith  the  laAv;  but  that  they  could  not  do  so 
Avilhout  pve>sing  more  stringently  on  the  com- 
mercial Avorld.  At  this  crisis  a feeling  as  to  the 
necessity  of  the  interposition  of  Government 
appeared  to  be  generally  entertained;  and  those 
conversant  witli  commercial  affairs,  and  least 
likely  to  decide  in  favour  of  the  course  Ave 
ultimately  adopted,  unanimously  expressed  an 
o])iuiun,  that,  if  some  measures  Avere  not  taken 
by  the  (ioA'ernmeiit  to  arrest  tln^  evil,  the  most 
disastrous  consequences  must  inevitably  ensue. 
Evidence  was  laid  belore  tlie  GoAeriiment,  Avhicb 
proved,  not  only  the  existence  of  se\'ere  pressure 
from  the  causes  1 have  stated,  but  also  that  it 
Avas  aggravated  in  a very  great  degree  by  the 
hoarding,  on  the  part  of  many  persons,  of  gold 
and  Bank  notes  to  a very  large  extent,  in  conse- 
quence of  Avhich  an  amount  of  circulation,  which 
umU-r  ordinary  circumstances  wmild  have  been 
ade»iuate,  became  insufficient  for  the  Avants  of  the 
community.  It  was  difficult  to  establLli  this 
beforeliaud,  but  the  best  proof  of  the  fact  is  in 
what  occurred  after  Ave  interfered.  As  soon  as 
the  letter  of  the  23rd  October  ajipeared,  ami  the 
panic  ceased,  tlumsamls  ami  tens  of  thousmuls  of 
pounds  Avere  taken  from  the  iioards,  some  from 
boxes  deposited  Avith  bankers,  although  the  parties 
Would  not  leave  the  notes  in  their  banker's  hands. 
Large  parcels  of  notes  Avere  retunieil  to  the  bank 
of  England,  c ut  in  lialves,  as  they  liad  been  sent 
doAvn  into  the  country ; and  so  small  was  the 
real  demand  for  an  additional  (luantity  of  note>, 
that  the  Avhole  amount  taken  from  the  Bank 
when  the  unlimited  poAver  of  issue  Avas  giA'eii 
Avas  under  £400,000.  The  restoration  of  court- 
deuce  released  notes  from  their  hoards,  and  no 
more  AA'ere  AA^aiited ; for  this  trifling  quantity  of 
additional  notes  is  hardly  Avorth  notice.  * * » 

Parties  of  every  descriptiou  made  applicathnis 
I for  assistance  to  us,  Avith  the  i>bservatioii,  * We 
do  not  Avant  notes,  but  give  us  ccnirtdcnee.'  They 
said,  ‘We  have  notes  enough,  but  Ave  have  not 
coulidenco  to  use  them ; say  ycui  avHI  stand  by 
us,  ami  AA'e  shall  have  all  that  we  want ; do  any- 
thing, in  short,  tliat  Avill  give  us  coiirtdence.  If 
Ave  think  tliat  avc  can  get  Bank  notes,  Ave  shall 
iiotAvaiit  them.  Charge  any  rate  of  interest  you 
please;  ask  Avhat  you  like.'"  f.Mr.  Spooner^ 
‘•Xo!  uo!")  “1  beg  pardon  of  the  honourable 

! geuliemaii,  but  1 may  be  permitted  to  know 
wh  it  Avas  actually  said  to  me.  I say  that  what 
1 have  stated  Avas  the  iem*r  of  tlie  aiqrtications 
made  to  me.  Parties  siiil  to  me,  ‘ Let  us  have 
notes;  charge  10,  12  jier  cent,  for  them;  we 
don't  cure  Avhat  the  rate  of  intere>t  is.  We  don't 
' mean  indeed  to  take  the  notes,  because  we  shall  not 
} want  them;  only  tell  us  that  avc  can  get  them, 
and  this  will  at  once  restore  coiirtdence.’  We 
have  been  asked  what  was  the  change  of  circinn- 
stauees  whicli  induced  us  to  act  on  Saluniay 
Avheii  we  declined  acting  a day  or  two  before.  I 
reply  that  the  accounts  we  received  on  Thursday, 
j Friday,  and  Saturday,  AVere  of  a totally  dif- 
I fereiit  description  from  tho.se  that  AVere  previously 
brought  us.  It  Avas  on  Saturday,  and  not  before, 

I that  this  conviction  Avas  forced  upon  us ; and  it 
I was  not  till  then  that  Ave  felt  it  neeosary  to 
' sanction  a violati<ni  of  the  laAv."  The  persons 
applying  generally  said  that  it  Avas  necessary  to 
I place  a limit  on  the  amount  to  be  authorized, 
I Avhich  they  proposed  sliould  be  two  or  three 


G88 


CIUSIS,  COMMKUCIAL. 


millions;  but  tiie  rioveniment  tlioii^ht  tlio  limit 
sliouM  bo  on  the  rate  of  interest,  and  tins 

was  the  method  adopted.  There  can  be  no  doubt 
whatever  of  the  soundnes.s  of  this  ojiinion.  If 
the  IJank  had  been  limited  to  the  paltry  sum  of 
two  (rr  tliree  millions,  it  would  probably  have 
pme  but  a little  way  to  >tay  the  panic,  or  tin* 
(lemand  for  hoarding.  J5ut  when  everybody 
knew  that  they  mi^dit  have  notes  at  a liigh  rate, 
they  did  not  ap]ily  for  them,  unless  they  really 
required  them.  We  have  already  shown  tliat 
Sir  Itobert  Peel  entirely  apjiroved  of  the  conduct 
of  the  GoveruniL-nt.  which  was  a distinct  repudi- 
ation of  the  currency  j)rinciple.  We  have  ^dveu 
a lon;^"  extract  from  Sir  Robert  Peel's  speech 
under  Banki-no  in  England,  § *246. 

On  the  meeting'  of  Parliament,  both  houses 
a]»iKjintcd  committees  to  impure  into  the  causes 
(d‘  tlie  commercial  distrc.ss,  and  the  Avorkiiig  of 
the  Act  of  1N44.  Rcf*)re  the  Committee  of  the 
Commons,  Mr.  Adam  Hods:>on,  a Director  of  the 
Rankot  Liverpool,  ;^ave  it  as  his  decided  opinion 
that,  if  the  Act  had  not  been  suspended,  the 
Bank  of  England  Avonld  have  st*>p])ed  payment. 
Mr.  Samuel  Gurney  stated  that  he  was  (piitc 
satisfied  there  wtn*e  at  least  £4,000,000  of  notes 
hoarded  trom  panic,  and  alarm  that  notes  could 
nut  be  tjot  at  all.  lie  gave  the  experience  of  his 
own  linn  to  illustrate  the  nature  of  t!ie  crisis. 
Oil  Saturday,  the  23rd,  owing  to  the  feeling  of 
alarm  that  it  would  not  be  possible  to  get  circu- 
lating medium,  they  considered  it  prudent  to 
negotiate  a loan  for  £200,000,  which  was  done 
at  9 percent.  On  the  Moiuhiy  the  feeling  became 
still  more  intense;  both  from  the  country  and 
from  London  tliere  was  a general  rush  to  got 
notes  while  they  were  to  be  liad.  The  firm  , 
made  an  application  for  a similar  amount  on 
Monday,  and  were  told  that  they  should  liave  an 
answer  by  two  o'clock.  Before  that  time,  how- 
ever, the  Govermneut  letter  came  out,  and  tlic 
orders  for  money  were  very  generally  withdrawn. 
Sums  of  money  were  offered  them  ; and  before  ! 
the  week  was  over  they  had  to  go  to  the  Bank,  | 
to  ask  them,  as  a favour,  to  take  back  the  money  j 
they  had  lent.  He  Avas  of  opinion  that  the  crisis  | 
would  have  been  mitigated  if  the  letter  had  come 
out  sooner.  lie  stated  that  at  first  his  opinion 
had  been  in  favour  of  the  Act,  Imt,  after  seeing 
its  operation  in  April  and  October,  his  opinion 
had  decidedly  changed  and  become  adverse  to  it. 
lie  said  that,  when  there  tvas  a panic,  the  only  , 
cure  was  a liberal  issue  of  notes. 

Mr.  Loyd  (Lord  Overstoiie)  was  of  opinion 
that  the  Act  of  1844  had  no  ellect  whatever  in 
causing  or  aggravating  tiie  pre'^>ure  in  April  or  [ 
October;  that  the  course  pursued  by  the  Bank  . 
Irom  January  to  April  was  extremely  erroneous  : 
and  detrimental  to  the  public  interest,  and  Avas  ^ 
only  stopped  by  the  positive  provisions  of  the  , 
Act ; and  tiuit,  if  that  system  of  ])roce(lure  had  | 
not  been  stopped,  it  must  have  ended  iu  the  most  | 
disastrous  cou.soqiieuces.  The  bullion  iu  the  Bank  | 
AV'ouId  have  been  greatly  diminished,  and  tlie 
])ressure  tar  more  severe,  if  it  had  been  put  off 
longer.  He,  lioAvever,  under  the  circumstances,  , 
approved  of  the  issue  of  the  GoA'crnment  letter 
to  allay  the  panic,  AA'hidi,  he  said,  Avas  not  ; 
amenable  to  the  i>rinciples  of  reason.  He  con- 
sidered  the  issue  of  the  letter  to  have  been  (luite  I 
-uccessfiil.  * 
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The  Committee  of  the  Commons  pre.sented  their 
report  on  the  8th  of  June,  1848.  It  entered  into 
no  jihilosopincal  examination  of  the  correctness, 
or  the  contrai-y,  of  the  opinions  of  the  Avitnesses. 
It  aspired  to  ami  attained  to  no  higlicr  function 
than  acting  as  a kind  of  preface  to  the  mass  of 
evidence,  hut  conoluded  by  stating  the  opinion  of 
the  committee  that  it  was  not  expedient  to  make 
any  alteration  in  the  Act  of  1844. 

'Fhe  repoi  ' of  tlie  Lords  Avas  a much  more 
elaborate  production,  and  is  a ju'oef  of  Avhat  ha.s 
been  often  remarked  of  the  sujierior  capacity  of 
the  Lords  as  men  of  business  to  the  Commons. 
If  stated  that  the  committee  had  come  to  the  con- 
clusion that  fhe  recent  panic  Avas  materially  ag- 
gra\ated  Iiy  the  ojieration  of  the  Bank  Act  (tf 
1844,  and  by  the  proceedings  of  the  Bank  itself. 
The  operation  of  the  Act  Iiad  aggraA*ated  tlie 
panic  by  imposing  a legislatiA-e  restriction  on  the 
means  of  acc«'inmodati«m  Avhile  a large  amount  of 
bullion  Avas  iu  the  bank,  and  the  exchanges  Averc 
favourable.  They  traced  the  causes  of  the  panic, 
and  entirely  approved  of  the  issue  of  the  Govern- 
ment letter.  They  refused  to  recognize  the  doc- 
trine of  Mr.  Loyd,  that  “although  the  letter  Avas 
a departure  from  the  piAsitiA*e  permission  of  the 
Act,  it  Avas  not  a departure  from  the  principle  of 
the  Act.”  In  section  TIL  they  said  that  the  in- 
fiexilile  rule  considered  to  be  iin^ariable  and  self 
acting,  and  adoi)ted  by  the  Legislature  as  con- 
nected Avith,  and  conseipicnt  upon,  tlie  .separation 
of  the  Depamnents  of  Issue  and  Banking,  and 
the  regulations  jirovided  for  both,  Ls  foumled  upon 
certain  principles,  Aviiicli  before  they  can  be 
adopted  demand  very  serious  consideration.  They 
tlieii  pointed  out  that  some  very  material  con- 
siderations enTorced  by  the  most  eminent  authori- 
ties of  former  times,  had  been  entirely  overlooked 
by  the  framer of  the  Act,  and  the  supporters  of 
the  theory  upon  Avhich  it  is  founded,  and  said  : — 
“Many  other  statements,  authorities,  and  illu.s- 
trations  mighr  be  given,  exemplifying  the  same 
])riuciples,  and  ])roving  the  evil  conseipiences  of 
disregarding  ihem;  but  enough  has  been  stated 
to  jirove,  in  the  judgment  of  the  committee,  that 
the  infiexibilify  of  the  rule  prescribed  by  the 
restrictive  clauses  of  the  Act  of  1844  is  inde- 
fensible, Avheii  eciually  applied  to  a state  of  vary- 
ing circulation,  and  that  its  enforcement  in  1847 
Avas  ail  aggra\*ation  of  the  commercial  distress, 
and  was  therefore  Avisely  set  aside  by  the  authority 
of  the  Government  on  the  23rd  and  25th  October.’* 
Tiiey  then  shewed  that  the  same  rule  was  not 
applicable  to  periods  of  an  adverse  and  a favour- 
able exchange.  and  shewed  that  the  Act  of  1844 
errs  in  applying  the  samernle  to  these  two  dificrent 
cases.  They  recommended  that  a discretionary 
relaxing  jiower  should  be  introduced,  wliich 
should  be  exercised  only  during  a favourable 
exchange. 

The  Crisis  of  1857. 

The  crisis  we  liaA'c  just  been  consMoring  was 
tlie  inevitabh  terminatiou  of  a multiplicity  of 
derangements  of  the  proper  course  of  commerce. 
Xo  one  cfaiversaiit  Avith  commercial  history  could 
fail  to  foresee  that  the  cntauglements  of  so  large 
a iiortioii  of  the  public  Avith  raihvay  speculations, 
and  the  losses  caused  by  the  failure  of  the  harvest 
must  produce  a ci'isis.  AVe  have  seen  that  this 
crisis  gave  a fatal  bloAv  to  the  prestige  of  the 
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Bank  Act  of  IS44,  Avhidi  Avas  enacted  in  express  | 
contradiction  to  the  opinions  of  the  most  ex- 
pericncctl  authorities  of  former  tiiiie.s,  Avhom  it  i 
professed  to  folloAv.  They  had  alAvays  ]>rotestial 
again^t  im]iosing  a numerical  limit  on  the  issues 
of  the  Hank.  The  experience  of  the  <‘risis  of 
1847,  amply  confirming  that  of  1793,  1797,  and  ^ 
1825,  shcAved  that  such  rcslrictioiis  cannot  be  ' 
maintained  in  the  jtaroxysm  of  a givat  crisis  ^ 
Avithout  endangering  the  existence  of  tlie  Avhole  j 
mass  of  commercial  credit.  ' 

The  crisis  Ave  are  noAv  going  to  describe  AA*as  of 
a very  dificrent  nature.  It  burst  upon  the  world 
in  the  most  unexpected  manner.  It  gave  no 
jiivnionitory  symptoms  Avhieh  aati’c  apparent  to  , 
liny  blit  very  Avatchl'ul  and  expi'rienccd  eyes ; i 
anil  Avhen  it  did  come,  it  revealed  a dej>th  of  ! 
rottenness  iu  the  commercial  Avorld  Avliich  apalled 
every  one,  and  jiroved  to  be  of  much  severer 
intensity  than  that  of  1847. 

Tlie  supiiorters  of  the  Act  Avere  much  crestfallen  i 
by  its  failure  iu  1847,  but  they  took  courage  again 
after  the  Crimean  A\'ar,  The  Act  had  been  sub- 
jected to  tiie  test  of  a great  commercial  crisis  and 
had  fiiiled.  It  Avas  noAV  subjected  to  the  test  of 
a Avar,  and  many  of  its  opponents  jiredicted  that  | 
it  Avould  fail  again;  but  it  diil  mu.  Its  efiects 
during  the  Crimean  Wiir  Avere  probably  salutary  ; 
but  the  Avar  did  not  proceed  to  such  a length  as 
to  test  its  poAvers  severely.  Peace  Avas  restored 
before  the  resources  of  the  country  were  iu  any 
manlier  strained. 

A very  severe  drain  happened  in  the  autumn 
of  1855,  but  the  Bank,  Avarned  by  ]H'evious  expe-  | 
riciice,  met  it  promjitly  and  successfully.  In  ; 
April,  1855,  discuuuts  ou  three-month  bills  Avere 
4L  iti  ^lav  4,  and  in  June  reduced  to  34  In 
July  the  drain  began,  and  contiimcd  Avitli  rapidity 
through  August.  Ou  September  6lh  ilie  ratcAvas 
raised  to  4,  ou  the  13th  to  4^,  on  the  27th  to  5. 
Oil  October  4th  it  Avas  raised  to  5^.  The  drain, 
lioAvever,  continuing  to  increase  in  severity,  dis- 
count Avas  raised  on  the  18th  October  to  6 per 
cent,  for  tAvo-inmith  bills,  and  to  7 iier  cent,  for 
three  mouths.  These  rates  coiiiium-d  till  May 
22ml,  1856,  Avheii  it  Avas  reduced  to  6 per  cent. 
On  the  26tli  it  was  reduced  to  5 per  cent.,  and  on 
the  26th  June  to  4J  per  cent.  Tliis  continued 
till  October,  when,  a great  demand  again  going 
on,  the  rate  Avas,  on  the  1st,  raised  to  5 iter  cent. 
On  the  6th  it  Avaa  raised  to  6 per  i-ent.  for  two- 
month  bills  and  7 jter  cent,  for  three-month  bills. 
On  NoA'eiuber  13ih  the  minimum  for  all  hills  avus 
7 per  cent.  On  December  4tli  it  was  roilm  ed  to 
6-L  und  on  the  1 8th  to  6 per  cent.,  and  coiulniied 
so  till  the  autumn  of  1857. 

These  rates  Avere  of  course  very  imn  h higher 
than  the  average  ones  of  former  times,  and  tliey 
Avere  one  ground  of  accusation  brought  by  many 
against  tlie  Act.  But,  in  truth,  tliey  Avere  its  a cry 
merits.  The  Directors  had  m»w  learnt  from 
experience,  ami  it  Avas  tiic.se  A'ery  variatious 
Avhich  prc.serA'cd  the  security  of  the  Bank. 

Ill  August  nothing  seemed  amiss  to  the  public 
eye.  “Things  Avere  then  pretty  stationary,”  said 
the  governor  of  the  bank — “the  prospects  of 
harvest  Avere  very  good,  there  Avas  no  apprehen- 
sion that  commerce  at  that  time  avils  otherAvise 
than  sound.  There  AA'erc  certain  more  far-seeing 
l>ersons  avIio  considered  that  the  great  stimulus 
given  by  the  Avar  expenditure,  whicli  had  created 
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a verv  large  eonsumpti* ill  of  goods  imported  Irom 
tlie  1-^ast  and  other  places,  must  iioav  occa.<ion  some 
collapse,  ami  still  more  those  avIio  observed  that 
the  merchants,  notwithstanding  the  enhanm-d 
]u*ices  of  produce,  Avere  nevertheless  importing 
as  tliey  had  done  succp.<sfii!ly  in  tiie  previous 
years.  IRit  the  public  certainly  vicAved  trade  as 
sound,  and  Avere  little  aAvare  that  a crisis  ot  any 
.sort  AA'as  impending,  far  le.ss  that  it  aa*os  so  near 
at  hand.” 

The  bullion  at  this  time  Avas  .£10,606,000.  the 
reser\-e  £0,296  000,  and  the  miiiimtim  rate  of 
discount  .5A,  Avlien  on  the  17th  August,  the  bank 
entered  into  a negotiation  Avitli  tbe  East  India 
Companv,  to  send  one  milliou  in  specie  to  the 
East. 

'I’liings  Avere  in  this  state,  Avhmi  about  the 
middle  of  SL-jitember,  news  came  of  a great 
dcjireciation  of  American  railroad  .securities.  It 
Avas  found  that  for  a long  time  they  had  been 
carrying  on  an  extravagant  system  of  manage- 
ment, and  paying  dividends  not  earned  by  the 
trafiic.  J’he  system  bad  at  last  collapsed,  and  of 
course  an  enormous  depreciation  ot  their  stock 
folloAved.  to  the  amount  of  nearly  20  per  cent. 
It  Avas  siqiposed  tliat  as  much  as  eighty  millions 
of  this  stock  Avas  licld  iu  England,  and  that  The 
ertects  of  this  fall  Avoiild  be  very  .serious.  On 
the  25tli  of  August,  tlie  Ohio  Life  tnifi  Trusty 
Compcon/^  AA’ith  deposits  to  the  amount  ot 
£1,200,000,  stopped  payment.  Tlie  panic  spread 
tliroughoiit  the  Uiiimi.  Discount  rose  to  Ls 
and  24  per  cent.  On  the  17tli  October,  iigavs 
I came  that  loObank.s  in  Pennsylvania,  Maryland, 

] Virginia,  and  Rhode  Island  had  stopped  payment. 
'Fhe  drain  Avas  then  beginning  to  be  severe  ou  the 
Bank  of  England.  Ou  the  8tli,  tlie  bullion  Avas 
£9,7.51,000,  the  reserve  £4.931.000,  ami  discount 
I Avas  raised  to  6 p(‘i*  cent.  On  the  12th,  the  rate 
at  Hamburgh  Avas  7^,  and  bullion  Avas  fioAviiig 
towards  New  York;  discount  Avas  then  raised  to 
7 ]>er  cent.  About  this  time,  rumours  strongly 
afiecting  the  Western  Bank  of  Scotland  Avere 
I abroad.  On  the  1 9th,  discount  was  raised  to  8 
I jier  cent.  'Fhe  commercial  di>a.-^tors  Avere  in- 
creasing in  America.  In  one  AAVck  ihe  Bank  of 
France  lost  npAvards  of  a million  sterling.  The 
Bullion  in  tlie  bank  had  sunk  to  £8,991.000,  ami 
the  reserve  to  £4.1 15,000.  Discount  Avas  raised 
to  7k  in  Paris,  and  to  9 per  cent,  at^  Hamburgh. 

I On  the  26th  a deimtatioii  from  the  AVe'-teni  Bank 
of  Scotland  appliei!  for  assistance,  but  the  Bank 
Avas  atraid  to  nmlertake  so  enormous  a concern. 
The  Borough  Bank  of  Liverpool  Avas  also  in 
difiii  ulries,  and  after  some  time  the  Bank  agreed 
to  as.<ist  them  to  the  amount  of  £1,500,000  oii 
, condition  of  their  Avimling  up.  But  the  arrange- 
ments fell  through  in  coiiseqiieuee  of  tlie  Liver- 
]iO)tl  bank  closing  its  doitrs  before  it  av;is  com- 
jilcted. 

On  the  13tli  Oetober  a general  rnn  took  place 
on  the  Xew  York  banks,  in  consequence  of  the 
I severe  measures  of  restrietioii  they  were  obliged 
; to  adopt  to  firoteet  them.seives.  Eighteen  imme- 
diatelv  stopped,  and  somi  aftei'Avards,  out  of  63 
banks,  only  one  maintained  its  payments.  This 
1 immediately  reacteil  on  Liver;K>ol  and  (ila.sgoAv, 

I Avliicli  Avere  much  involved  Avitli  American 
I firms.  By  the  19th  October  the  failures  began  to 
be  nmnorous  in  tliis  country,  rneaslness  greatly 
increased  iu  Loudon.  On  the  28th  the  principal 
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discount  house  applied  to  the  Bank  for  an  assur- 
ance tliat  they  would  g:ive  them  any  assistance 
they  mifrlit  reipiirc.  ()u  the  :50th  an  express  ' 
came  for  £o0,0(H)  sovereigns  for  a Scotch  bank, 
part  of  -£170,000,  and  i.'sd.000  tor  Ireland.  On 
the  5th  Xovembor  discount  was  raised  to  9 per 
cent.  The  great  house  of  Dennisfoun,  with  liabi- 
lities of  nearly  two  millions,  stojiped  payment  on 
the  7tli,  and  the  Western  Bank  of  S<‘ot!and  closed 
its  doors  on  the  9tli.  Failures  in  London  were  | 
rapidly  on  the  increase.  Purchases  and  sales  of  j 
stock  were  enormous,  much  boyoml  what  they  i 
had  ever  been  before.  Tlie  biiMion  in  tlio  Bank  ’ 
had  Slink  to  £7,719,000,  and  the  reserve  to  ' 
£'2,8:54,000.  On  the  9th,  discount  was  raised  to  i 
10  per  cent.  On  the  10th  November,  a large 
discount  hon^e  aiiydicd  to  the  Bank  for  £400,000.  ' 
The  Bank  of  France  raised  its  rate  to  8,  9 and  lO  ^ 
per  cent,  for  one,  two,  and  three  months  Another  | 
English  bank  was  assisted.  The  City  of  Glasgow 
JJank  then  stopped  On  that  day  the  discounts 
at  the  Bank  were  £1.120.000.  On  the  10th  and 
1 1th,  upwards  of  one  million  sterling  in  gold  was 
sent  to  Scotland,  ami  there  was  a great  demand 
from  Ireland.  On  the  lirh,  Sanderson  and  Co.,  | 
tlie  great  bill  brokers,  stopped  payment,  with  i 
deposits  of  :H  millions.  On  the  12th  (lie  dis- 
counts at  the  Bank  were  £2,:57:5,000  On  the 
JItli,  in  consequence  of  these  sudden  demands 
for  Scotland  and  Ireland,  tlie  balHoi)  was  reduced 
to  £0,6()(),000,  and  the  re>erve  to  £1.402,000. 

A.s  the  failures  in  London  hecame  more  tre- 
mendous, discounts  became  imn*e  and  more  con - 
tracteil.  The  stunning  news  of  the  stoppaire  of 
so  many  banks  created  a banking  panic.  Private 
banks  stopped  discounting  altogether.  The  only 
source  of  discount  was  the  Bank  of  Englami. 
The  jmblic,  however,  and  the  directors  knew' 
that  tile  precedent  of  1847  must  be  frdlowed,  and 
tlumgli  they  made  no  direct  application  to  the 
government  for  the  snspensioii  of  the  Act,  they 
laid  the  .state  of  the  Bank  continually  before 
tliem.  and  continued  to  discount  as  if  they  knew  | 
the  Act  must  be  suspemled.  At  last  private  per-  t 
sons  being  unable  to  obtain  discounts,  began  to 
make  a run  for  their  balances  When  universal 
ruin  was  at  last  impending,  the  government,  on 
the  12ih  November,  sent  a letter  to  the  Bank  to 
say,  that  if  they  should  be  unable  to  meet  the  ' 
demand  for  discounts  and  advances  upon  approved  i 
securities,  Avithout  exceeding  the  limits  of  their  i 
cirmhition  prescribed  by  the  Act  of  1844,  they  ! 
w'ould  be  prepared  to  propose  to  parliament  a 
Bill  of  Indemnity  for  any  excess  so  issued.  In 
order,  however,  to  prevent  the  teiiqiorary  relax- 
ation of  the  Act  from  being  extended  bcyimd  the 
iiece.ssities  of  the  case,  the  rate  of  disconiit  Avas  | 
not  to  be  reduced  belOAv  their  present  rate,  10  per 
cent. 

Tlie  issue  of  this  letter  immediately  calmed  the 
public  excitement.  But  on  the  evening  of  tfie 
1 2th  the  total  banking  reserve  of  the  Bank  ami 
alt  its  branches  Avas  reduced  to  £581,000.  Truly 
said  tlie  GoAernor  of  the  Bank  to  the  question 
‘ Supposing  that  the  letter  in  question  had 
not  been  issued  on  that  day,  would  tlie  Bank,  on 
the  morning  of  the  1:5th,  have  been  in  a condition 
to  continue  its  discounts? — No;  certainly  not, 

“1:5:5.  Would  it  not  have  been  compelled  to 
aniiLUinee  it  could  not  discount  any  more  eom- 
jiiercial  paper? — Yes,  or  nearly  so. 
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“ 138.  Is  it  not  likely  that  the  annonneement 
of  the  cc'isation  of  discounts  at  the  Batik  of 
England  Avmild  have  increa.'^ed  the  alarm  of  the 
mereantile  public  in  London? — Materially. 

“ 1:59.  AVonld  not  an  increased  alarm  on  the 
part  of  tin  mercantile  public  have  naturally  led 
to  an  incr<-ascd  demand  upon  the  bankers? — It 
Avould  have  led  to  immediate  failures,  and  Avotild 
so  far  haA'f  lessoned  the  quantity  of  bills  coming 
for  discount,  by  tlie  iimnhcr  of  bills  which  Avere 
actually  n mlcnal  unavailable 

“140.  Without  reference  to  .bills,  do  you  not 
think  it  likely  that  there  aa’ouUI  IniA'c  been  in- 
creased demands  upon  the  bankers,  Avhich  would 
have  compelled  them  to  Avithdraw  a portion  of 
their  depu-^its  from  the  Bank  of  England  ? — I 
think  certainly  that  in  part  there  would  have 
been  ” 

To  sheAv  the  state  the  Bank  Avas  reduced  to, 
the  GoA'critor  ga\'e  in  a paper  to  the  Committee 
Avith  the  folloAving  figures,  shewing  its  reserve  on 
the  1 Itli  and  I2tli  November  : — 

On  Wednesday,  NoAeinbor  11th,  the  reserve 
consisted  of — 


Notes  in  London 

„ at  I5p  inches  

Gold  coin  in  London 

,,  ut  Branches  ... 

Sih'er  coin  in  London  ... 

at  Branches  ... 


. .37r>.()0.> 
. 582,700 

. 310,784 
. 07,(;()5 

. 44.040 
. 51,048 


957,715 


408,449 


95,994 


Total  Ite.serve  £1,4(j2.153 

On  Thursday,  November  12,  at  night,  the 
reserve  consisted  of — 


Notes  in  T^emdon 

at  Branches  


Gold  coin  in  London 
„ af  Branches 


Sih  er  coin  in  London  

at  Branches  


£ 

68,08.5 

62.545 

274.95:5 

83,255 

41.10fl 

50,807 


130,030 


a58,208 


91,913 


Total  Reserve  £580,751 

That  is  to  say  that  the  total  reserve  in  London 
on  the  evening  of  the  12th  Avas  £384,144-  Such 
Avere  the  resources  of  the  Bank  of  England  to 
commence  business  with  on  the  morning  of  the 
13th  ! Truly,  said  tlie  Governor,  it  nmst  have 
entirely  erased  discounting,  which  would  have 
brought  an  immediate  run  upon  it;  and  the 
banker's  balances  alone  Avere  £5,458,000.  It  is 
easy  to  see  that  the  Bank  could  not  have  kept  its 
doors  open  an  hour. 

Tlie  iloAcrnor  of  the  Bank  said  that  the  panic 
of  1857  Avas  nut  so  great  as  that  of  1847,  but  the 
real  comnn  rcial  i>ressiire  Avas  more  intense.  This 
is  proved  by  the  fact  that  while  in  the  former 
A'oar  the  is^ue  of  the  letter  immediately  allayed 
the  panic,  and  by  that  means  stopped  tiie  demand 
for  notes,  and  there  AA-asonly  required  an  issue  of 
£400,000  III  notes  to  surmount  all  ditticiilties, 
Avhich  did  not  exceed  the  statutory  limits;  in 
1857  the  issue  of  the  Government  letter  produced 
no  cessation  of  demand  for  advances.  The  statu- 
tory limit  was  £14,475,000  of  notes  issued  on 
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Nov.  13 
..  14 


£ 

1 86,000 
622.0(H) 
86(MHH) 
8:56.0<H) 
852.mH) 
81H;,0(H) 
928.000 
617,01)0 


Nov.  23 
..  24 


£ 

.lUT.tH'HI 

317,000 

8L1HK) 

24:5,(MH) 

:542,<HH) 

1H4.00U 

15,00) 


On  the  meeting  of  Parliament  an  Act  Avas  passed 
permitting  a tem])orarv  suspension  of  the  Bank 
Act  til!  February  1st,  1«58,  provided  the  directors 
did  not  reduce  their  discount  below*  10  per  cent. 
On  the  24th  December  they  reduced  it  to  8 per 
cent.,  tiiereby  reviving  the  operation  of  the  Act. 

The  following  table  sIicavs  the  figures  of  various 
departments  of  tlie  Bank  before  and  during  the 
crisis : — 


ISSUE  DEPAKTMEXT. 

) 

1 

BANKING  DEPARTMENT. 

Notes 

Issued. 

Gold 

nullion  and 
Coin. 

I'uliUc 
I deposits. 

Other 

Deposits. 

Seven  duy 
and  other 
liiUs. 

Government 

Securities. 

Other 

Securities. 

Notes. 

Gold  and 
Silver 
Coin. 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

Oct  :5  ... 

24,55:5,315 

10.078,315 

i 8.24:1.217 

10,002,282 

877,4:19 

10.59:1,607 

21.835,843 

4.6O6.040 

,584.:177 

10  ... 

24.014.510 

9,5:19.510 

8,.502,:i26 

9.667.123 

872.580 

10.560,607 

22,;i98.877 

4.024,400 

5j  o,4:i:l 

. 17... 

2:5,4oo,4:w5 

8,925,4:10 

4,8:1:1,021 

11,1:12,4:11 

869.070 

10.254,541 

20„5;49,565 

3.217.18.5 

591 ‘.048 

; 24  ... 

2:1.252,105 

8,777,105 

4.861,740 

•11,26:1.986 

819.442 

10.2.54.541 

20.404..597 

3.485,840 

592.689 

„ 31  ... 

22,6:50.245 

8,155,245 

,5.160.918 

11,489.979 

812.:'Mh; 

10.2.54..541 

22.197,320 

2,2.58.275 

.576.:40l 

Noa*.  4 ... 

22,422.060 

7,947.IH*.0 

4,871,944 

11.910.670 

813,197 

10,120.104 

22.628,251 

2.155.315 

.550.720 

11  ... 

21,141,1H;5 

6,666,06,5 

,5.:n  4.659 

12.9:i,5,;44 

8.5:4.075 

9.444.828 

26,113,453 

957^710 

504.44:4 

,,  j . ... 

„ 18  ... 

22,554.595 

6.079,595 

5,483.881 

Bl.959.165 

829,.544 

6,407.1:14 

:io.2iH.),27() 

1,148.1.8,5 

404..501 

. 2t>  ... 

2:5,259.145 

6,784.145 

5,7SS,tl)8 

14,951.516 

81,5.83.8 

.5,807.447 

:il.:i50,7l7 

1,918.840 

479.527 

Dec.  2 ... 

2:i.;570,770 

6,895.770 

6.072.267 

14,4:k;.186 

841.261 

5,441.647 

31.191,386 

2.26.8, :I40 

460,697 

..  9 ... 

24.(4.3,255 

7.5(58.255 

6,1 48.1  H 52 

14.440.724 

811.222 

5.4:14.022 

:kU1I.1s5 

;UHMU8,5 

.501.2:4 

,,  16  ... 

25,4(H),7.T) 

8.925.7:45 

6,944,:i.52 

15,077,428 

S93.7.M 

5.446.131 

29,264,940 

5,757,175 

.525,1  JO 

„ 23... 

2i;.68:5.790 

10,208.790 

7.42S..807 

15.151.818 

876,4:18 

5.492,756 

28,018,186 

7,426.670 

«» 14.491 

„ 30... 

25,:580,555 

10,905,555 

7,443,613 

15,072,971 

827,405 

7.541,491 

27,299,815 

6,064.985 

.549,9  Hi 

Having  thus  laid  before  our  readers  an  historical  ' 
account  of  the  various  commercial  crises  Avliich  i 
have  occurred  in  this  country,  Ave  may  uoav  make 
a feAv  remarks  on  the  policy  Avhidi  various 
authorities  have  recommended  should  be  pursued  : 
by  the  Bank  of  England  during  them.  And  this  ; 
is  an  inquiry  of  the  highest  national  importance. 
Under  the  immense  development  of  the  system  of 
credit  in  modern  times,  *.hese  crises  are  sure  to  be 
of  periodical  recurrence,  and  a Avrong  course  of 
action  may  be  attended  Avith  the  most  serious 
consequences  to  tlie  imblic. 

Ever  since  the  crisis  of  1793,  there  have  been 
strong  difi'ereneos  of  opinion  as  to  what  ougiit  to 
be  the  policy  of  the  Bank  in  the  midst  of  a crisis. 
Some  contend  that  its  issues  ought  to  be 
rigorously  limited,  thinking  apparently  that  if  it 
extends  its  issues,  they  Avill  ouly  be  throAvn  back 
ujion  it  and  gold  demanded.  Others  maintain 
tiiat  its  true  policy,  under  such  circumstances,  is 
to  enlarge  its  issues  to  support  public  credit. 

In  the  crisis  of  1793,  the  Bank  acted  upon  the 
restrictive  system,  and  steadily  refused  to  enlarge 
its  issues,  though  pressed  to  do  so  by  Go\'ernment. 
AVhen  all  credit  Avas  threatened  Avitli  ruin  in  con- 
sequence of  this  policy,  the  Government  at  last 
came  forward,  and  by  an  issue  of  Exchequer 
Bills  restored  confidence,  and  the  crisis  piissed 
away. 

In  the  crisis  of  1797,  the  Bank  acted  upon  the 
same  policy  of  rigorous  restriction,  and  it  had  to 
suspend  casli  payments. 

On  both  these  occasions,  1793  and  1797,  the 
severe  policy  of  the  Direiitors,  Avhicli  Avas  per- 
fectly right  to  a certain  length,  liad  turned  the 
exchanges  in  favour  of  the  country,  and  gold  Avas 
Coming  ill.  The  precedent  of  178:5  shewed  that 
under  such  circumstances  their  issues  miglit  have 
been  enlarged  Avith  perfect  safety.  And  tiiis  was 
further  proved  by  tlie  fact  that  even  after  the 
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suspension  in  1797,  and  the  increase  of  their 
issues,  gold  continued  to  flow  in  in  A*ast  quantities, 
so  that  in  the  month  of  November,  they  had  iip- 
AA-ards  of  five  millions  of  treasure  in  their  vaults. 
This  decisively  proA*es  that  thc\'  might  have 
enlarged  their  issues  Avith  perfect  safety,  and  such 
a course  Avould  haA-y  preA'cnted  them  from  being 
obliged  to  stop  iniyment. 

Mr.  Henry  Thornton,  a banker  of  great  emi- 
nence, and  one  of  the  authors  of  the  Bullion 
Report,  being  examined  befitre  the  Cmmnittee  of 
the  Lords  in  1797,  explained  to  them  hoAv  too 
great  a diminution  of  bank  notes  produced  a 
demand  for  guineas.  He  said,  p.  73 — “I  think 
that  an  increased  (piantity  of  notes  proportioned 
to  the  increased  occasion  "for  them,  must  tmul  to 
prevent  a demand  for  guineas  rather  than  to  pro- 
mote it;  and  if  the  quantity  of  notes  issued 
should  be  very  considerably  less  than  the  occasion 
I of  the  mercantile  Avorld  requires,  1 shouhl  think 
a run  upon  the  Bank  for  guiuetis  Avoiild  be  the 
consequence.” 

At  p.  80— “When  the  Bank  of  England  mate- 
rially lessens  or  suppresses  its  notes,  tliere  arc  no 
other  notes  Avhicii  can  supply  their  place.  Their 
place,  indeed,  may  be  supplied  partly  by  guineas, 
but  these  guineas  must  be  supplied  by  the  Bank 
of  England  itself ; the  distress  Avhich  the  suppres- 
sion of  Bank  of  England  Notes,  to  anv  considerable 
degree,  causes  in  the  metropolis,  produces  distress 
throughout  the  Avhole  kingdom.  It  is  the  incan.s 
of  producing  the  suppression  of  mndi  of  the  I'aper 
of  the  country,  and  of  a consequent  demand  for 
guineas  from  the  Bank.” 

Mr.  AValter  Boyd,  also  an  eminent  banker, 
being  asked— “Are  you  of  opinion  that  an  in- 
creased issue  of  Bank  of  England  Notes  made  to 
the  public  by  an  extension  of  discounts  Avould  or 
Avould  not  have  contributed  to  increase  the  demand 
of  cash  from  the  Bank?”— said,  “1  am  of  opinion 
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that  if  the  amount  of  tlie  issues  of  Bank  of  Eitglaml 
Notes  hail  l»een  only  maintained  at  what  I ron- 
ccive  must  have  been  its  height  in  the  month  of 
December,  17b5,  the  <lrain  of  sjiecie  from  the 
Bank,  as  well  as  all  the  embiirrassmcnts  in  the 
niercantih'  world,  and  a vi-rv  great  portion  of  the 
fall  which  the  public  securities  liave  experienced, 
would  have  been  iirevmitcd/’ 

Mr.  Bovd  and  Mr.  Thornton  hotli  repeated  the 
same  o]niiions  before  the  Committee  of  the 
Commons,  saying  that  a dimiimtion  of  Bank 
Noti*s  had  the  inevitable  eftect  of  causing  a drain 
of  guineas. 

We  shali  now  quote  a passage  from  Mr.  Thorn- 
ton's essay  on  paper  credit.  After  condemning 
Adam  Smith's  notion  of  restricting  the  i»aper  to 
the  actual  quantity  gold  dis|)Iaeed,  which  wc 
have  quoted  under  CrRRENCY  pRiNCirnE,  lie  says 
— “The  causes  which  lead  to  a variation  in  the 
raphlity  of  the  circulation  of  bank  notes  may  be 
Several.  In  general  it  may  be  observcil  that  a 
high  state  of  contideiice  serves  to  quicken  their 
circulation  ; and  this  happens  uj)on  a principle 
which  shall  be  fully  explained.  It  must  be  i»re- 
mised  that  by  the  phrase,  a more  or  less  ipiick 
circulation  of  notes,  will  be  meant  a more  or  less 
quick  circulation  of  the  whole  of  them  on  an 
average.  Whatev(M*  increases  that  reserve,  for 
instance,  of  Bank  of  England  Notes  Avhich  remains 
in  the  drawer  of  the  London  banker  as  his  provi- 
sion against  contingencies,  contributes  to  what  ' 
will  here  be  termed  the  less  quick  circulation  of 
the  whole.  Now,  a high  state  of  contideiice  con-  ! 
tributes  to  make  men  provide  less  amply  against  i 
contingencies.  At  such  a time  they  trust  that  if  I 
the  demand  upon  them  for  a payment  which  is  : 
now  doubtful  and  contingent,  should  actually  be 
made,  they  shall  be  able  to  provide  for  it  at  the 
moment,  and  they  are  loth  to  be  at  the  expense 
of  selling  an  article,  or  of  getting  a bill  discounted, 
in  order  to  make  the  provishni  much  before  tlie 
jicriod  at  which  it  shall  be  wanted.  When,  on 
the  contrary,  a season  of  distrust  arises,  prudence  ' 
suggests  tliat  the  loss  of  interest  arising  from  a 
detention  of  notesfor  afewatlditioual  days  should 
not  he  regarded. 

“ It  is  well  known  that  guineas  are  hoarded  in 
time  of  alarm  on  tliis  principle.  Notes,  it  is  true, 
are  iu»t  hoarded  to  the  same  extent,  ]iart!y  because 
notes  are  not  sujiposed  equally  likely,  in  the  event  j 
of  any  general  confusion,  to  find  their  value,  and 
partly  because  the  class  of  persons  who  are  the 
holders  of  notes  is  less  subject  to  weak  and  extra- 
vagant alarms.  In  dilHciiIt  times,  however,  the 
disposition  to  hoard,  or  ratlu  r,  to  he  largely  pro- 
vided with  Bank  of  England  Notes,  will,  perhaps, 
j>revail  to  no  inconsiderable  degree.  i 

“This  remark  Inus  been  applied  to  Bank  of 
England  notes,  because  these  are  always  in  high  ' 
credit,  and  itought,  jterluips,  tobe  citiefiy  confined  , 
to  these.  They  constitute  the  coin  in  which  tlie  ' 
groat  mercantile  payments  in  London,  which  are  I 
payments  on  account  of  the  whole  country,  are  | 
etfeett'd.  If,  therebu’c,  a difficulty  in  converting  | 
bills  of  exchange  into  notes  is  apin'ehended,  the 
ofiect  both  on  bankers,  merchants,  and  tradesmen, 
is  somewhat  the  same  as  the  eflect  of  an  api)re- 
liension  entertained  by  the  lower  clas.s  of  a 
ditficnlty  in  converting  Bank  of  England  notes, 
or  bankers’  notes  into  guineas.  The  a])prcheusion 
of  the  approaching  difficulty  makes  men  eager  to  | 
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do  that  fo-day,  which  otherwise  they  w'ould  do 
to-inoiT«'W*. 

“The  truth  of  this  observation  as  applied  to 
Bank  of  England  notes,  as  well  as  the  imjiortaiice 
t»f  attending  to  it,  may  be  made  manifest  by 
adverting  to  the  events  of  the  year  17bd,  when, 
tlinuigli  :he  failure  of  many  eoimtry  banks,  nnicli 
gcTit  ral  ilistrust  tin»k  placH^*.  The  alarm,  the  fir.st 
material  one  of  the  kind  which  had  for  a long 
time  hai»p(‘ncd,  wa.s  extremely  great.  It  does 
not  appe.tr  that  the  Bank  of  England  notes,  at 
that  tinii'  in  circnlathni,  were  fewer  than  usual. 

It  is  certain,  however,  that  the  existing  number 
became,  it  the  period  of  apprehension,  in.sufficiont 
for  giving  punctuality  to  the  payments  of  tlie 
metropolis;  ami  it  is  imt  to  be  doubted  that  the 
insufficiency  must  have  arisen,  in  some  measure, 
from  that  slowness  in  tlie  circulation  of  notes, 
naturally  altomling  an  alarm,  wliich  has  Just  been 
described.  livery  one  fearing  least  he  should  not 
have  his  notes  ready  w'hen  tlie  day  of  payment 
should  come,  would  endeavour  to  provide  himself 
with  them  somewliat  beforehand.  A few  mer- 
chants, fiom  a natural  though  hurtful  timidity, 

Avould  keep  in  their  owm  hands  some  of  these 
notes  wiiicli,  in  other  times,  they  would  have 
lodged  With  their  bankers;  and  the  effect  would 
be,  to  cause  the  same  quantity  of  bank  paper 
to  transact  feAver  payments,  or,  in  other  words, 
to  lessen  the  rapidity  of  the  circulation  of  the 
notes  on  the  Avhole,  and  thus  to  increase  the 
number  of  the  notes  wanted.  lh*obably  also 
some  Bank  of  England  paper  Avould  be  used  as  a 
substitute  for  country  bank  notes  suppressed. 

“ The  Miccess  of  the  remedy  wliich  the  Parlia- 
ment adi  linistcred  denotes  Avliat  was  the  nature 
of  tlie  evil.  A loan  of  Exchequer  Bills  was 
directed  to  be  made  to  as  many  mercantile  persons, 
giving  proper  security,  as  should  apply.  It  is  a 
fact  wortliy  of  serious  attention,  that  the  failures 
abated  gn-atly,  and  mercantile  credit  began  to  bo 
restored,  not  at  the  jteriod  when  the  Exchequer 
Bills  Aven-  actually  deliv'cred,  but  at  a time  ante- 
cedent to  that  a*ra.  It  also  deserves  notice,  that 
tliongh  the  failure  had  originated  in  an  extraor- 
dinary demand  for  guineas,  it  Avas  not  any  supply 
of  gold  \\  hieii  effected  the  cure.  The  fear  of  not 
being  able  to  obtain  guineas,  whidt  arose  in  tlie 
Country,  led  in  its  coiiseijueiices  to  an  extraordi- 
nary demand  for  bunk  notes  in  London  ; and  the 
w'ant  of  hank  notes  in  Loudon  became  after  a 
time  the  chief  evil.  The  very  expectation  of  a 
supply  of  Excheiiiier  Bills— that  is,  of  a sujiplyof 
an  article  Avhidi  almost  any  trader  might  obtain, 
and  Avhieh  it  was  knoAvn  that  he  miglit  then  sell, 
and  thus  turn  into  bank  notes,  and  after  turning 
into  bank  notes,  might  also  convert  into  guimais 
—created  an  idea  of  general  solvency.  This 
expectati- HI  cured,  in  the  first  instance,  the  distrcs.s 
of  London,  ami  it  then  lessened  the  demand  for 
pineas  in  tin-  country,  through  that  punctuality  j 
in  effecting  the  London  payments  Avhich  it  pro- 
duced, and  the  universal  confidence  Avhieli  it  tlius 
inspired.  The  sum  permitted  by  Parliament  to 
be  advamed  in  Exchequer  Bills  Avas  five  inillion.s 
of  Avhieh  not  one-lialf  Avas  taken.  Of  the  sum 
taken  no  part  Avas  lost.  On  the  contrary,  the 
small  conipensation,  or  extra  interest,  Avhich  was 
]iaid  to  (ioverinuent  for  lending  its  credit  (for  it 
was  mere  credit,  and  not  either  money  or  bank 
notes,  that  the  Government  advanced),  amounted 
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to  something  more  than  Avas  necessary  to  defray 
the  charges  t*iid  a small  balance  of  pnilit  accrued 
to  the  public.  For  this  seasonable  iiiterleronce, 
a measure  at  first  not  Avell  understood,  ami 
opposed  at  tlie  time  cliietly  on  the  ground  of  con- 
stitutional jealousy,  the  mercantile  a.s  AA*ell  as  the 
niamifacturiiig  interests  of  the  country  were  cer- 
tainly most  indebted  to  the  Pai’liameut  and  to  the  t 
Government. 

“ That  a state  <»f  distrust  causes  a sIoavucss  in 
the  circulation  of  guineas,  ami  that  at  such  a time 
a greater  quantity  of  money  Avill  lie  Avaiited  in 
order  to  effect  only  the  same  money  payments,  Ls 
i a iiositiou  which  nee<ls  scarcely  be  proved.  Some 

I observations,  hoAvever,  on  this  subject  may  not  be 

' useless.  When  a season  of  extraordinary  alarm 

I ari?*es,  and  the  money  of  the  country  in  some 

I measure  disapiiears,  the  guineas,  it  is  commonly  j 

I said,  are  Imarded.  In  a certain  degree  this  asser- 

tion may  be  literally  true.  But  the  scarcity  of  | 
gold  ])robably  results  chiefly  from  the  circum- 
, stance  of  a considerable  variety  of  persons,  country 

hankers,  shopkeeper.s,  and  others  augmenting, 
some  in  a smaller  and  some  in  a more  ample 
measure,  that  supply  Avhich  it  had  been  customary 
to  keel)  by  them.  The  stock  thus  enlarged  is  not 
a fluid  Avhich  its  possessor  purpose.s  in  no  case  to  j 
diminish,  but  a fund  Avhich,  if  he  has  occasion  to 
lessen  it,  he  endeavours,  as  he  has  opportunity,  to 
replace.  It  is  thus  that  a more  sIoav  circulation 
of  gninea.s  is  occjisioiied ; and  the  sloA\-er  the 
circulation  tlie  greater  tlie  quantity  Avanted  in 
order  to  effect  the  same  number  of  money  pay- 
ments. 

“ Thu.s,  tlicii,  it  appears  that  the  sentiment 
f Avhich  Dr.  Smith  leails  his  readers  to  entertain — 

mim(*ly,  that  there  is  in  every  country  a certain 
fixed  quantity  iff  jiapcr  supplying  the  place  of 
gold,  Avliich  is  all  that  ‘can  easily  circulate’  (or 
f circulate  AvithuuT  being  forced  into  circulation), 
and  which  is  all  (for  such  likeAvise  seems  to 
be  tlie  intended  infirence)  that  should  ever  be 
alloAved  to  be  sent  into  circulation — is  in  a variety 
of  respects  iiicom-ct.”  Mr.  Thornton  goes  on  to 
shew  in  other  avuvs  that  Smith’s  idea  is  quite 
fallacious;  Ave  luiA’C  given  further  extracts  under 
Currency  Princii'lk,  as  they  bear  on  that  ditc- 
triiic.  At  p.  245  he  says — “Some  political 
persons  have  as.''Umed  it  to  be  a principle  tliat  in 
proportion  as  the  gold  of  the  Bank  lessens,  its 
]iapor,  or,  as  is  sometimes  said,  its  loans  (for  the 
amount  of  the  one  has  been  confoiuuled  Avith  that 
of  the  otlier)  ought  to  be  reduced.  It  has  been 
already  sheAvn  that  a maxim  of  this  sort,  if  strictly 
followed  up,  would  lead  to  imiver.sal  failure.” 
Mr.  Tliornton  then  proceeds  to  controvert  the 
r doctrine  of  the  Directors,  that  a paper  currency 
; could  not  be  redundant  if  based  upmi  mercantile 

[ bills  arising  out  of  real  transactions,  Avhieh  we 

have  discussed  under  Bullion  Report,  § 51. 

' In  lisiO  the  Governor  and  Deputy-tiovenior  of 

tile  Bank  Awre  examined  before  the  Bullion  Coui- 
niitu-e  about  their  policy  in  I71#7  : — 

“ \\  iiat  do  you  consider  as  the  result  of  the 
experience  Avhieli  tlie  Bank  gained  in  1706  and 
1707? — The  experience  the  Bank  gained  in  those 
years  Avas,  that  if  they  had  jicrsistod  in  diiniiiisli- 
ing  their  discounts  to  a greater  degree  than  tiiey 
<iid,  they  Avould  have  brought  on  ruin  to  the 
mercantile  part  of  the  community. 

“Did  not  tlic  diminution  of  discounts  at  these 


periods  create  great  public  distress? — Insomuch 
as  1 have  already  stated;  many  of  the  Bank 
Directors  repented  of  the  measure.  * * * 

“Whether  or  not  there  Avas,  in  the  end  of  the 
year  1706  and  bogiiinini:  of  the  year  1707,  a 
considerahie  diminution  of  the  outstanding  notes 
of  tin*  Bank  of  England  ?— Tliere  Ava.s. 

“ Was  inu  miieli  of  tlie  public  and  cmnmercial 
distress  Avhieh  arose  at  that  period  attributable  to 
that  diminution  ? 

Mr.  W^titmore — “ I have  no  doubt  about  it. 

Mr.  Fearae — “ Undoubtodly. 

“ Whetlier,  in  your  o]>inion,  it  Ava.s  not  a much 
Aviser  measure,  relative  to  tlie  mercantile  interests 
of  the  country,  that  the  restriction  of  cash  pay- 
ments should  haA'c  taken  place  in  1707,  than  that 
the  Bank  should  have  jiersevered  in  diminishiug 
the  issue  of  bank  notes  in  discount? 

Mr.  Whitmore — “ Certainly.” 

AVe  have  quoted  in  Bullion  Report,  § 39-41, 
the  strong  and  emphatic  opinion  of  the  Committee 
that  the  Bank  acted  Avroiigly  both  in  1793  and 
1707,  ami  that  in  certain  commercial  crises  an 
enlarged  accommodation  avus  the  true  remedy ; 
and  they  further  said — “Your  Committee  have 
much  satisfaction  in  thinking  that  the  Directors 
are  jAcrfectly  aware  that  tlu*y  may  err  by  a too 
scanty  sujiply  in  a period  of  stagnant  credit. 
And  your  Cummiltoe  arc  clearly  of  opinion  that 
although  it  ought  to  be  the  general  policy  of  the 
Bank  Directors  to  diminish  their  paper  in  the 
event  of  the  long  continuance  of  a high  price  of 
bullion  and  a very  unlavourable  exchange,  yet 
it  is  essential  to  the  commercial  interests  of  the 
country,  and  to  the  general  fulfilment  of  those 
mercantile  engagements  Avliich  a free  issue  of 
paper  may  have  occasioned,  that  the  accustomed 
degree  of  aceunimodation  to  the  merchants  should 
not  be  suddenly  and  materially  reduced  ; and  that 
if  any  general  and  serious  difficulty  or  apprehen- 
sion oil  this  subject  should  arise,  it  may,  in  the 
Judgment  of  your  Committee,  be  counteracted 
Avitiioul  danger,  and  Avith  advantage  to  the  public, 
by  a liberality  in  the  issue  of  Bank  of  England 
paper  proportioned  to  the  urgency  of  the  particu- 
lar occasion.'* 

The  circimistancc.s  Avhich  occasioned  the  a])- 
poiiitmeut  of  the  Cmnmittee  Avero  produced  by 
improper  extension  of  their  issuevS.  “ In  order  to 
lireveiit  this  in  future,*’  say  they— “ A^our  Com- 
mittee have  understood  that  remedies,  or  pallia- 
tives, of  a different  nature,  have  been  projected, 
such  as  a compulsory  limitation  of  the  amount 
of  Bank  advances  and  discounts  during  the 
conrimiauce  of  the  suspension;  or  a compulsory 
limitation,  during  the  same  period,  of  tlie  rate  of 
Bank  profits  and  dividends,  by  carrying  the 
surplus  of  profits  above  that  rate  to  the  public 
acc4»unt.  But,  in  tlie  judgment  of  your  Com- 
mittee, such  indirect  schemes  for  ]tallhuiug  the 
jio.-^sible  evils  resulting  from  the  suspen>ion  u{' 
cash  itaymeiits  would  prove  Avlmily  imidciiuate 
for  that  purjto.se,  because  the  necessary  jtrojior- 
tiou  cuuhl  never  be  adjusted,  and,  if  once  fixed, 
might  aggravate  very  much  the  inconveu'eiices  of 
a temjtorary  pressure ; and  even  if  tlieir  efficaey 
could  be  made  to  appear,  they  avouUI  be  objec- 
tionable as  a most  hurtful  and  iniproiier  inter- 
ference Avith  the  rights  of  coinnu'reial  jtroperly.” 

Thus,  Ave  see  that  the  Bullion  Coinmiitee 
exju-cssly  coiuleiuued  any  arbitrary  limitation  of 
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the  issnes  of  the  TIank,  on  account  of  the  Lad  | 
efiVcts  it  would  have  in  ag^aavatiu;^^  a coiuiucTcial  ! 
crisis. 

Xor  did  the  framers  of  the  Act  of  18U)  Itold 
any  different  opinion.  Tln-y  exi)ressly  disclaimed 
fixing  any  numerical  limit  to  the  issues  of  the 
Bank.  Li>rd  Liverpool  (Pari.  Deb.,  \’ol.XL., 
j).  C*iO)  speakimr  of  the  paper  circulation,  said 
that,  upon  a subject  of  this  nature,  it  was 
obviously  impossible  to  fix  any  nice  proportion  ; 
and  if  he  was  asked  what  was  the  only  criterion 
(tf  a circulation  being  sutlicient  or  excessive,  he 
must  answer  that  it  could  be  fiuind  only  in  its 
value  wlicn  cmuiaired  with  the  precious  metals. 
Lord  King  said  tliat  the  numerical  amount  of 
Bank  notes  could  be  no  guidance  for  the  amount 
of  issues.  The  only  rule  which  could  be  given 
for  their  regulation  was  to  keep  gold  at  the  mint 
price.  Mr.  Peel,  who  was  chairman  of  the  Com- 
mittee, and  who  introduced  the  bill  into  the 
Hou.se,  sabl  (i>.  681)  ‘‘there  was,  in  fact,  no  test 
of  excess  or  delidency,  but  a com]'arisou  witli 
tile  jn*ice  of  gold.  He  said  (p.  680)  that  some 
]»roposed  to  prescribe  such  a limitation  of  the 
issues  of  Bank  notes  as  woiihl  secure  the  power 
of  the  Bank  over  the  foreign  exchanges.  He, 
for  one,  confessed  that  this  always  appeared  to 
him  to  be  a very  unwise  position— and  for  this 
reason,  that  it  depended  so  much  on  circum- 
stances when  to  say  there  was  an  excess  or  not 
of  circulaliun.  There  Avere  occasions  ivhen  what 
Avas  called  a run  uprm  the  Bank  might  be  arrested 
in  its  in  jiirkuis  effects  by  an  increase  of  the  issues. 
There  Avere  otlier  »»ceasions  Avheu  such  a state  of 
tilings  demanded  a curtailment.  In  the  year 
1797,  Avlion  a run  Avas  made  on  the  Bank,  but 
Avhen  tl'.e  exchanges  Avere  faAourable,  and  the 
price  of  gold  had  not  risen,  it  Avas  proved  that 
an  extension  of  issues  might  ]»erhaps,  by  re- 
storing contidence,  have  rendered  the  original 
restriction  unnecessary,  and  prevented  the  evils 
of  the  existing  iianic.  On  the  other  luuid,  if  the 
run  Avas  the  effect  of  unfavourable  exchanges, 
and  the  conseipient  rise  in  the  price  of  gold,  the 
alarm  must  be  met  by  a reduction  of  issues.  It 
Avas  therefore  impossible  to  prescribe  any  specific 
limitation  of  issues  to  be  brought  into  operation 
at  any  period,  Iioav  remote  soever.  The  ([uantity 
of  circulation  Avhich  Avas  demanded  in  a time  of 
contidence  varie<l  so  materially  from  the  amount 
Avhich  a period  of  despondency  required,  that  the 
House  must  feel  tlie  absolute  incapability  of 
fixing  on  any  drcuinscribed  amount.  It  Avas 
impossible  to  advert  to  the  evidence  taken  before 
the  Committees,  Avithout  being  impressed  Avith 
that  conviction.*’  Thus,  we  see  that  Sir  Robert 
Peel  expressly  disclaimed  the  idea  of  fixing  any 
limit  to  the  issues  of  the  Bank  at  any  period, 
hoAvever  remote.  That  period  came,  however,  in 
1844. 

In  the  cri^is  of  18*25  the  Bank  again  tried  the 
re.strictive  policy  for  some  days,  but  found  that  if 
it  maintained  it  general  ruin  would  ensue.  It  then 
suddenly  changed  its  policy,  and  issued  witli  great 
profusion,  and  the  panic  pa.ssed  away  in  a day  or 
two.  Mr.  Loyd  himself  spoke  of  the  issue  of  the 
£]  notes  as  a fortunate  circumstance,  before  the 
Bank  Charter  Committee  of  1832.  In  his  speech 
on  the  reneAval  of  the  Bank  Charter  in  May,  1833 
( Pari.  Debs.  TliirfUSeries.  Vol.  xviii.,  p.  1336), 
Sir  Robert  Peel  deprecated  the  establishment  of 


another  bank  of  issue  in  the  Metropolis,  as  lie 
said  that  the  interests  of  commerce  required  that 
thrre  should  l>e  but  one  bank  of  issue,  in  order 
that  it  might  exercise  an  nudivided  control  over 
the  is.sue  ol  paper,  and  give  facilities  to  commerce 
in  times  of  difficulty  and  alarm  Avhich  it  could 
not  give  Avith  tlie  same  effect  if  it  Avere  subject  to 
the  rivalry  of  another  establishment.  Thus  Ave 
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see  that,  up  to  this  time,  Sir  Robert  Peel  aa'Os 
against  the  numerical  limiration  of  the  issues  of 
the  Bank. 

The  repeated  mismanagement  of  the  Bank, 
hoAA'CA'er,  in  1837  and  1839,  convinced  that 
eminent  state.sman  that  somotiiing  required  to  bo 
done,  if  possible,  to  check  it.  In  the  Committee 
of  1840  a very  infliiential  body  of  the  Avituesses 
maintained  Avhat  is  called  the  currency  principle, 
which  is  ttiis,  that  bank  notes  i)ayable  to  bearer 
on  demainl  alone  are  currency,  to  the  exclusion 
of  all  othei  forms  of  paper  credit,  and  that  when 
tiieso  arc  j>ermitted  to  be  issued,  they  ought  to  be 
exactly  c(pial  in  number  to  the  (piautity  of  gold 
that  there  Avould  be  if  there  Avere  no  notes.  If 
this  doctrine,  then,  AA'ere  to  be  carried  out  in 
practice,  it  would  be  necessary  to  limit  the  issues 
of  the  Bank  by  some  method  in  accordance  with 
this  priiicii)le. 

In  1844  Sir  Robert  Peel  seized  the  opportunity 
Avhich  Avas  allowed  by  the  Bank  Charter  Act  to 
endeavour  to  carry  this  principle  into  effect,  Avhich 
Avas,  as  Ave  have  seen,  (piite  contrary  to  his  pre- 
viously recorded  opinions.  We  shall  not  enter 
here  into  an  explanation  of  his  method  of  doing 
so,  because  that  is  done  under  Ccrrency  Prin- 
ciple. The  leading  features  of  this  Act  Avere  the 
absolute  prohibition  of  the  establishment  of  any 
noAV  banks  of  issue  in  the  country,  and  the  limita- 
tion of  tlu  issues  of  the  Bunk — "two  things  Avhich 
are  by  110  means  necessarily  connected  Avitli  one 
another.  Tiio  preceding  crises  Avere  supposed  to 
have  been  mainly  caused  by  excessive  is.sues  of 
the  Bank  ; and  it  was  supjiosed  that  if  these  could 
be  prevented,  the  crises  Avliich  grcAv  out  of  them 
Avonld  not  occur — a fallacious  expectation,  as 
they  iniglif  have  learned  from  the  experience  of 
I other  nations,  because  crises  just  as  sev'ere  as 
any  in  England  had  occurred  at  Ara.sterdam  and 
Hamburgli,  Avhere  the  principle  they  adopted  was 
ill  full  operation. 

The  experience,  hoAvever,  of  1847  and  1857  has 
amply  vindicated  the  Avisdom  of  those  authorities 
of  former  tiim^s,  Avho  condemned  a numerical 
limitation  of  the  notes  on  account  of  the  necessity 
of  a liberal  enlargement  of  the  issues  in  times  of 
panic.  Tlie  restrictive  policy  Avas  attempted  to 
be  maintained  in  1847,  and  it  was  found  necessary 
to  abandon  it,  and  immediately  that  Avas  done  the 
panic  vanished.  But  this  avjis  done  in  a much 
more  serit  us  manner  than  in  former  times.  Then 
the  Bank  had  nothing  to  do  but  to  change  its 
policy.  Ill  1847  they  had  to  commit  a positive 
breach  of  the  law,  at  the  instigation  of  the 
Goverinm  lit."  In  1857,  when  the  pressure  became 
A ery  severe,  they  kncAV  that  the  Ministry  must 
follow  the  precedent  of  1847,  and  they  acted  as  if 
the  Government  would  do  so,  and  tlie  Ministry 
Avere  obliged  a second  time  to  instigate  the 
Directors  to  break  the  law,  rather  than  cause 
universal  failure,  as  well  as  the  stoppage  of  the 
Bank  itself.  We  may  observe  that  Sir  Robert 
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Peel  and  Lord  Ovei*stone  himself  approved  of  the 
conduct  of  the  Government  in  1847. 

There  Is  noAv  no  further  need  of  any  more 
experience.  Everything  that  can  be  said  has 
been  said,  and  the  only  question  is  to  come  to 
judgment  on  the  conflicting  vieAvs. 

Tiie  arbitrary  limitation  of  tlie  Avord  Currency 
to  bank  notes  payable  to  bearer  on  demand 
exclusively,  is,  we  hope  we  have  shcAvn  muier 
Currency,  quite  erroneous,  and  contrary  to  all^ 
sound  philosophy.  The  CuiTcncy  Principle  itself 
Isapure  delusion  (Currency  Pkinciule);  and, 
moreover,  it  is  the  greatest  delusion  of  all  to 
suppose  that  the  Bank  Act  of  1844  carries  it  out. 

A great  part  of  these  erroneous  doctrines  are^ 
founded  on  a mistaken  view  of  the  nature  ot 
credit.  Nothing  is  more  common  than  to  say  that 
money  has  intrinsic  value,  and  that  paper  is  only 
the  representative  of  A'aliie.  The  utter  contradic- 
tion of  ideas  involved  in  this  language  Is  hilly 
shcAvn  under  Credit,  Currency,  Value.  It  is 
totally  forgotten  that  money  has  no  value  except 
Avhat  it  will  exchange  for,  and  that  Avhatcver  Avill 
exchange  for  gold  is  of  the  value  of  gold.  Paper 
that  is  always  exchangeable  for  gold,  as  every 
economist  has  sheAvn,  is  equal  in  value  to  gold. 
The  true  problem,  then,  is  to  discover  Iioav  paper 
may  best  be  kept  at  the  value  of  gold. 

The  real  error  of  the  Bank  has  always  been 
that,  tempted  by  tlie  desire  of  making  too  great 
protits,  they  let  their  stock  of  gold  run  iIuavu  too 
low,  so  that  it  endangered  the  coiiA'ertibilUy  of  the  1 
note.  Trusting  to  their  Avell-kuoAvu  ami  enor- 
mous capital,  they  thought  that  no  one  could  ever 
doubt  the  solvency  of  the  Bank,  and,  tlieretore, 
that  their  issues  could  not  be  depreciated.  They 
never  took  proper  measures  to  check  a drain  at  | 
its  coiumeiicenieiit,  in  consequence  of  the  unpopu- 
larity of  such  a course  Avith  the  commercial  world 
Avith  Avhich  they  Avere  so  intimately  connected. 

It  is  perfectly  Avell  recognised  iioav  by  eA'ory 
one  Avho  has  the  least  knowletlgo  of  the  subject, 
that  the  true  method  of  arresting  a foreign  drain 
is  by  raising  the  rate  of  discount.  This  not  only 
chocks  a foreign  drain,  but  effectually  curbs  an 
undue  expansion  of  the  credit  system  at  home. 

The  advocates  of  the  Bank ’Act  ha\*e  always 
claimed  for  it  the  merit  of  having  compelled  tlie 
Directors  to  keep  a larger  stock  of  bullion  than 
tliey  did  before.  They  also  say  that  in  the  si>ring 
of  1847,  it  Avas  the  only  thing  which  prevented  the 
Directors  committing  the  same  error  as  they  had 
done  so  often  before,  of  letting  their  treasure  leak 
out  before  they  took  effectual  measures  to  stop 
it.  They  say,  therefore,  that  it  arrested  the  Bank 
ill  its  mischievous  career,  and  by  bringing  the 
pressure  011  earlier  thau  otherwise  would  have 
hai>peued,  it  made  it  less  severe.  They  also  say 
that  Avheii  the  panic  came  iu  October,  1847,  it 
was  only  through  the  restrictions  caused  by  the 
Act  that  the  Bank  Lad  eight  millions  of  treasure 
iu  its  vaults. 

There  can  be  no  doubt  of  the  justice  of  these 
claims.  It  is  undoubtedly  certain  that  the 
Directors  did  commit  the  same  error  :is  tiny  had 
done  before,  and  it  was  the  Act  AvIiich  arrested 
them;  and  it  Avas  the  Act  Avhich  compelled  them 
to  keep  such  a reserve  as  they  had  iu  October. 

The  Act  has,  therefore,  had  the  undeniable 
merit  of  compelling  the  Directors  to  pay  a strict 
attention  to  tlie  rate  of  discount ; and  since  that 


CRISIS,  COMMKRCIAL.  G45 

time  this  principle  has  been  constantly  gaining 
grouml,aud  is  now  fully  understottd.  The  feeling 
of  Avriters  and  the  public  has  undergone  a won- 
derful change  iu  this  respect  Avithin  the  last  tew 
years.  It  is  not  so  very  long  ago  since  the 
Directors  Avere  covered  Avith  abuse  iu  many 
papers  AvheueA'cr  they  raised  the  rale  of  discount. 
Even  Avriters  of  emineiiee,  and  among  others 
Mr.  Tookc,  make  it  an  accusation  against  the 
Act  that  variations  iu  the  rate  of  discount  have 
been  much  more  frequent  since  it  was  passed,  and 
they  exhibit  tables  of  these  changes.  But,  in  tact, 
these  tables  an?  just  so  many  testimonies  to  its 
merits;  and  this  is  hajipily  Avell  understood  now. 
Instead  of  being  abused,  the  direetors  are  com- 
mended ; and  if  they  do  not  take  timely  measures, 
they  are  urged  to  do  so  by  the  papers. 

Now,  Ave  think  that  the  Act  is  justly  entitled 
to  this  merit,  and  it  is  of  the  tirst  magnitude. 

The  real  and  fundamental  objection  to  the  Act 
is  its  operation  during  a commercial  crisis.  Ample 
and  undeniable  experience  has  proA^ed  this  in  a 
Avay  tliat  cannot  be  gainsayed.  Its  plan  and  its 
tlieory  Avere  known  to  the  most  distinguished 
authorities  a A'erv  long  time  ago,  and  Avere 
expressly  condeinucd by  them,  and  its  misciiicvous 
effects  foreseen  and  itrcdieted  long  ago.  The 
advocates  of  rigorous  restriction,  and  tlie  advo- 
cates of  enlarged  issues  during  a crisis,  have  both 
placed  their  arguments  before  the  AA'orld,  and 
repeated  experience  has  shcAvuthat  the  advocates 
] of  enlarged  issues  are  in  the  right.  The  restric- 
1 live  ]»olicy  has  uniformly  failed.  The  only 
instance  iu  Avhich  it  avus  fully  carried  out  it 
brouglit  oil  a suspension  of  cash  payments,  and 
ill  the  others  it  Avould  have  done  so  if  it  liad 
not  been  abandoned. 

. It  has  often  been  said  that  on  such  occasions 
houses  that  have  OA’ortraded  should  be  alhoved  to 
fall,  and  that  it  is  not  the  duty  of  tlie  Bank  to 
bolster  up  iiisoh  eiit  concerns,  and  that  it  is  to  tlie 
advantage  of  commerce  that  they  should  besAvept 
away.  If  this  course  of  argnmoul  were  appli  ‘d 
I only  to  in>olvcut  houses,  it  avouUI,  110  doul»t,  be 
true.  All  iusoh'eiit  houses  shouUI  be  swept 
away;  it  is  quite  true  that  the  Bank  lias  no 
business  to  bolster  tliem  up.  Nay,  to  do  so  is  to 
do  an  injustice  to  their  creditors;  for,  as  tlie. 
Bank  will  of  course  do  its  best  to  lake  security 
for  its  oAvn  advances,  tliat  takes  UAvay  so  much 
from  the  other  creditors. 

If  the  question  touched  insolvent  houses  only, 
the  rcstrictiA'C  policy  AA'ould,  no  doubt,  be  correct. 
But  the  fact  is  that  the  mischief  extends  much 
further  than  to  them.  By  the  modern  system  of 
credit,  houses  in  commerce  are  so  connected  Avitli 
' one  another,  that  the  public  are  Avholly  iiuabh*  to 
tell  Avhich  are  solvent,  and  Avhich  are  not.  Tlie 
consequence  is  that  a general  distrust  of  all 
paper  Aviiatever  arises.  The  paper  of  tlie  greatest 
houses  becomes  unmarketable.  The  Bank  only 
has  the  means  of  judgim:  which  imuses  are 
solvent  ami  ought  to  be  .supported,  and  which 
are  insolvent  and  ought  to  fall.  All  experience 
proves,  and  all  the  most  eminent  autlioriiies  of 
former  times  have  declared  that  there  iuu>l  be 
some  means  of  extending  support  to  really  solvent 
liouscs ; and  of  that  poAver  of  support  tlie  Act  of 
. 1844  wholly  deprives  the  Bank. 

In  times  of  panic  every  one  Avishes  to  obtain 
some  solid  credit.  p]veii  Avben  tlie  Bank  is 
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allowed  unlimited  issues,  if  it  is  expected  tliat 
the  rate  fd  discount  is  to  Ik*  raised,  jicople  Ini.steu 
to  <:et  discounts,  or  to  pet  notes  to  hoard  for  the 
sake  of  security;  and  if  they  cannot  got  J>auk 
notes,  they  demand  gold. 

In  ordinary  times,  raising  the  rate  of  discount 
checks  the.  undue  expansion  of  credit  and  the 
demand  for  notes,  and  prevents  the  etiluxof  gold. 
I5ut  in  times  of  panic,  though  of  coui’se  the 
rate  of  discount  ought  to  be  raised  to  attract 
gold  from  abroad,  and  to  ])revent  its  export,  it 
has  no  effect  \vhatever  in  checking  the  demand 
tor  notes.  It  is  then  not  a (piestioii  of  protit, 
but  of  existence.  When  the  power  and  the 
resources  of  the  Bank  are  visibly  <liminishing 
before  the  eyes  of  the  commercial  public,  every 
one  thinks  only  of  his  own  security.  In  such 
circumstances,  raising  tlie  rate  of  d'iscount  has 
only  the  eliVet  of  making  the  demand  for  notes 
stronger.  Every  one  will  rush  to  over-provide 
himself,  and  then  hoard  away  the  notes,  Tliis 
was  decisively  proved  by  the  experience  of  1847, 
when  many  millions  of  notes  were  hoarded  away, 
but  wliieh  came  out  of  their  hiding  places  as 
soon  as  the  Act  4vas  suspended.  Hence,  it  is  the 
very  consequence  of  tlie  Act  to  make  the  deniaiul 
for  notes  much  more  intense  than  it  would  other- 
wise have  been ; and  if  notes  are  not  to  be  had, 
then  a nm  for  gold  commences.  This  was  the 
case  on  all  former  occasions  when  tlie  restrictive 
policy  was  carried  out,  and  especially  in  the 
great  crisis  ot  18-57,  when  a very  few  hours  more 
would  have  compelled  ail  the  banks  in  London 
to  stop  j)aymcnt. 

The  Act  of  1844  m'us  avowedly  passed  because 
the  Directors  were  shewn  to  be  incapable  of 
managing  their  own  business.  It  was  the  se- 
verest stigma  that  could  be  placed  upon  them. 
It  was  a ]»nblic  declaration,  eitlier  that  they  did  ! 
not  know  the  true  principles  of  banking,  or  tliat 
they  had  not  the  tirmness  to  act  upon  them. 
If  they  had  conducted  the  business  of  the  Lank 
on  sound  prindjiles,  there  never  would  have  been 
any  need  for  the  Act ; and  if  it  were  well  | 
ascertained  now  that  for  the  future  the  Directors  ! 
were  determined  to  obey  true  princii»ies,  there  : 
would  be  no  furtlier  need  of  it. 

And  this  is  what  wc  believe  to  be  the  case. 
For  several  years  past,  the  managenn  iit  of  the 
Bank  has  been  unimpeachable.  It  is  well  under- 
stood now,  not  only  in  the  Lank  (tarl.iur,  but  by  I 
the  general  public,  that  the  Lank  must  be  kept 
in  a position  to  put  all  danger  of  tlic  convertibility  j 
<if  the  note  out  of  all  question  ; ami  this  is  to  | 
be  done  only  by  carefully  adjusting  the  rate  of 
discount  to  the  state  of  the  foreign  exchanges. 
The  general  intelligence  of  the  puhlic  has  amaz- 
ingly advanced  on  this  j)oint  within  the  last  few 
years;  and  even  if  there  were  any  reason  to 
suppose  that  tlie  Directors  were  inclined  to 
(lej)art  from  these  sound  principles,  which  there 
is  the  increased  kuowlrdgr  and  intelligence  i 
of  tlie  imblic  would  compel  them  to  keep  the  i 
Lank  in  a Sidveiit  position. 

Fully  allowing,  tlieii,  that  this  merit  is  really 
attrilmtable  to  the  Act,  for  which  it  is  entitled  to  i 
the  highest  commendation,  it  may  be  truly  said  ! 
that  it  has  done  its  work,  and  that  there  is  no  , 
longer  any  necessity  for  it,  and  may  now  witii  ' 
proprioiy,  ami  ought  to,  be  repealed,  so  far,  at  least,  ' 
regiu  ds  the  limiLatioii  of  the  issues  of  the  Lank.  ! 
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By  the  confession  of  its  own  framer,  the  expec- 
tation of  ifs  power  of  preventing  a crisis  w;is 
I over-sanguine.  It  had  been  observed  that  the 
I Bank  laid  greatly  contributed  on  many  former 
! occasions  to  produce  commercial  crises  by  over- 
I issues ; and  the  conclusion  was  too  hastily  drawn 
that  over-issues  of  the  Bank  were  the  onl//  cause 
of  commerrial  over-trading.  Mr.  Cobden  even 
said  that  if  the  currency  were  purely  metallic, 
aceomniodation  paper  would  be  prevented.  Sir 
j Bobert  Peel  said  (iistinctly  tliat  it  was  better  to 
take  measures  to  i>rcveiit  paroxysms  than  to  trust 
! to  desperate  remedies  to  cure  them.  He,  there- 
fore, tO(.tk  away  the  power  of  cure,  because  he 
imagined  that  he  had  prev'ented  the  disease.  But 
ample  experience  has  shown  that  in  this  he  was 
too  sanguine.  Nay,  the  supporters  of  such  a 
doctrine  need  only  to  look  to  the  ex])erience  of 
I those  coniilries  where  the  very  jirinciple  they 
; admired  so  mucli  was  in  full  operation,  to  see  the 
erroneousucss  of  such  an  expectation.  The  Banks 
I of  Amsterdam  and  Hamburgh  were  ex}»ressly 
founded  on  the  “currency  principle.**  They  gave 
no  credit  whatever  exceiff  in  exchange  for  bullion, 
and  commercial  crises  were  just  as  severe,  nay, 
probably  more  so  tlian  in  England.  In  tlie  gTcat 
I crisis  of  18.57  iit  Hamburgh  discount  rose  higher 
than  in  London,  and  the  Government  were  obliged 
to  come  forward  to  interpose  their  credit  to  pro- 
tect the  credit  of  the  merchants,  because  the  Bank 
could  not  do  so.  And  there  can  be  no  reasonable 
question  that  if  it  is  absolutely  necessary  to  do 
, such  a thing,  it  ouglit  to  be  done  by  a great  com- 
mercial establisliment  like  the  Bank  of  England, 
on  the  recognised  principles  of  business,  rather 
than  by  the  abnormal  interference  of  Government. 

The  peculiar  state  of  tlie  law  with  regard  to 
Bank  of  England  notes  adds  still  further  force  to 
this  view.  Contrary  to  the  earnest  remonstrance 
of  Sir  Kobi  rt  Peel  in  1833,  Bank  of  England 
notes  were  made  legal  tender  between  all  jiarties, 
except  when  the  Bank  itself  is  one,  so  long,  and 
so  long  oii/t/.  as  the  Bank  pays  them  in  gold  on 
demand.  Now,  suppose  it  is  generally  known 
that  the  Bank  is  about  to  suspend  payments, 
debtors  may  go  and  comtiel  their  creditors  to 
receive  payment  of  their  debts  in  bank  notes,  and 
perhaps  the  very  next  hour  the  news  comes  that 
the  Bank  has  stopped  jiayment,  and  then  these 
notes  are  so  much  waste  jiaper  in  the  hands  of 
the  very  men  who  w'cre  com[»elIed  to  receive  them 
an  liinir  bedbre.  They  w^ere  compelled  to  receive 
payment  in  ]ia])er,  and  an  hour  afterwards  they 
are  compelled  to  pay  their  own  debts  in  nothing 
but  gold.  This  is  no  imaginary  case.  Every  man 
in  London  on  the  Pith  November,  1857,  "knew 
that  the  Bank  of  England  could  not  have  been 
kept  open  for  two  hours  on  the  13tli  unless  the 
Act  was  suspended,  and  directly  the  Bank 
stopped  payment  its  notes  Avould  have  ceased  to 
be  legal  tender;  not  a bill  could  have  been  juiid 
ill  them  excejit  at  the  option  of  the  paj^ee. 

M'liile,  tiiei'efore,  we  admit  that  one  great  merit 
whicli  its  admirers  claim  for  it  is  undoubtedly 
true,  it  cannot  be  denied  that  a very  serious 
charge  brmiglit  against  it  by  its  opponents  is  also 
true.  Exiierience  as  clear  as  the  suii  at  noonday 
has  shew  n that  it  is  wliolly  pow'erless  to  prevent 
a commercial  crisis,  and  wlnai  a crisis  does  occur 
it  intensities  its  pressure,  and  converts  a crisis 
into  a panic,  which  is  certain  to  end  in  universal 
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failure,  including  the  stoiipagc  of  the  Bank  itself,  j 
It  then  deprives  the  Bank  of  what  all  experience  , 
lias  shewn  to  be  the  only  remedy  for  sin'h  a slate 
ot'  affairs.  On  each  occasion  when  this  lias  haj)- 
luMied  already,  the  Government  have  found  it 
necessary  to  resort  to  the  most  desperate  course 
in  a constitutional  country,  namely,  to  give  their  j 
solemn  sanction  to  a deliberate  violation  of  the  i 
law.  Every  one  knows  that  commercial  crises  ' 
will  recur  periodically,  and  every  one  knows  that  ^ 
on  their  occniTence  every  Government  will  be  i 
obliged  to  imrsne  exactly  the  same  course.  In 
I'uctj  it  Avould  be  far  more  Iiazardous  for  the 
Government  to  abstain  from  violating  the  law 
than  to  do  so.  What  example  can  be  more  perni- 
cious in  a constitutional  country  ? AVhat  is  the 
use  of  a law'  that  every  one  knows  will  be  set 
aside  and  violated,  whenever  certain  occasions 

recur?  . 

There  is  every  reason  to  expect  that  it  the  Act 
were  repealed  so  far  as  regards  these  points,  the 
Directors  would  manage  the  Bunk  on  sound  : 
principles.  But  if  they  did  not,  we  think  that 
every  principle  of  sound  reasoning  would  point  to  i 
an  improved  constitution  of  tlie  Direction  itselt. 
Nothing  can  be  more  clear  than  that  the  long 
monopoly  of  the  Lank  was  utterly  opposed  to  all 
sound  princiiiles  of  political  economy,  and  indicted 
immense  injury  on  the  country.  The  pretensions 
of  the  Directors  w'ere  anomalous.  They  claimed 
to  exercise  a great  function  of  State,  and  they  i 
claimed  to  be  exempt  from  all  interference  as  a 
jirivate  body.  The  Directors  are  exclusively 
selected  out  of  the  commercial  class,  aud  of  course 
their  sympathies  would  naturally^  go  with  their 
own  class,  aud  in  former  times  it  is  undoubtedly 
certain  that  they  allow'ed  such  svuipathies  to  have 
a predominating  indueuce.  Their  intere.st'i  as  ^ 
merchants  were  opposed  to  their  dutt/  as  bankers; 
and  formerly,  w'e  do  not  say  corruptly,  but  yet 
undoubtedly,  the  latter  gave  way  to  liie  former. 
There  is  no  reason  whatever  to  suppose  that  such 
would  be  the  case  no\v-a-days,  it  these  parts  ot 
the  Act  w'ere  repealed.  Lut  if  such  should  be  . 
the  CJise,  tlie  State  w'oukl  have  every  right  to 
interfere.  The  Lank  of  England  lias  become—  j 
unfortunately,  in  onr  opinion — an  engine  ot  the 
State;  and  if  it  should  be  proved  that  that  class 
of  the  coimnuuity  to  wdiich  hitherto  its  adminis-  , 
tratioii  has  been  exclusively  entrusted,  should  be 
unable  or  unwilling  to  conduct  it  properly,  it 
would  be  the  undoubted  right  of  the  State  to  j 
devise  such  an  improved  organisation  ot  its  Direc- 
tion, as  should  place  it  in  hands  competent  to 
conduct  it  on  sound  principles. 
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CURRENCY.  The  most  brilliant  orator  of 

our  times  has  declared  that  the  Cnrreney  has 

driven  more  people  mad  than  anything'  else, 

except  love.  Admonished,  therefore,  by  sucli  ' 

high  autlmrity,  that  in  discussing  the  Ctirreiiey 

Question  we  have  Bedlam  under  our  lee,  we 

must  do  our  b(*st  not  to  strand  our  readers  on 

such  a drearv  shore. 

% 

Jii  investigating  the  meaning  and  extent  of  the 
term  Currency,  we  must  call  to  our  aid  one  of 
the  most  fnmlamentul  rules  of  [tliilosophica! 
classification.  We  must  entirely  di>regard  ety- 
mology, and  steadily  regard  the  nature  of  the 
thing,  and  consider  the  name  as  a mere  mark 
used  to  designate  a certain  class  of  objects.  All 
science  is  full  of  such  changes.  Jt  is  the  tirst 
duty  of  the  scientific  enquirer  to  emanciinite 
himself  from  the  thraldom  of  etymology,  De- 
scriptive names,  although  they  might  be  supposed 
to  be  tlie  best,  have,  in  fact  rarely  been  fortunate. 
The  reason  of  this  is  obvious.  The  mark  whicli 
has  been  selected  for  description  may  easily  fail 
to  be  essential,  and  the  obviotis  cimnection  of 
natural  tacts  may  overleap  the  arbitrary  defini- 
tion. * * * The  siguiticatiou  may  assist  the  ' 
memory,  but  iniist  not  be  albnved  U>  subjugate 
the  faculty  of  natural  chissitieation,”  (WitewelL  ' 
History  of  Inductive  Sciences^  VoL  III.,  p.  433, 
edit.  1857.)  I 

'I’lie  instances  of  this  tliat  might  be  gathered 
from  every  branch  of  science  are  innumerable.  I 
Names  have  been  given  Ut  substances  from  some  j 
(piality  wliich  tirst  attracted  attention,  and  it  has  I 
afterwards  been  discovered  that  that  was  not  i 
their  fundamental  idea,  and  the  chiss  lias  been  1 
extended,  through  the  exigences  of  science,  to 
include  other  tilings  whicli  have  no  trace  of  the  ' 
quality  whence  it  derives  its  name.  We  may 
only  mention  a few  instances,  in  geology  llie 
term  oolite”  was  tirst  applied  to  x'oeks  which 
resembled  the  roe  of  a fish,  but  the  necessities  of 


; science  ci-mpolled  geologists  to  class  certain  other 
I formations,  which  liave  uo  resemblance  to  roe, 
under  the  term  of  oolite,  and  such  classification 
, is  iinivei>ally  adopted.  So  also  white  chalk  may 
i be  yelloAv,  green  oi  black.  In  chemistry  tlie 
I term  “ combustion”  Avas  applied  to  certain  phe- 
nomena on  account  of  heat  being  dcA'eloixed  in  the 
process.  But  a deeper  knowledge  in  chemistry 
disclo.sed  that  it  was  merely  the  process  of  oxygen 
I combining  Avith  some  other  substance,  and  that 
the  quality  of  the  e\'olution  of  heat  AA'as  acci- 
dental,  and  that  thiu’e  are  cases  of  the  combina- 
I tion  of  oxygen  Avith  substances  Avhere  no  heat  is 
I dcA'elopcd.  And  yet  these  are  classed  under  the 
1 term  combustion.  Thus  the  rusting  of  iron  is 
merely  the  process  of  oxygen  combining  with  it 
I chemically,  and  is  classed  as  combustion,  though 
no  heat  i.s  developed.  So  the  Avord  acid  is  now 
extended  to  mean  many  things  AA'hicIi  are  not 
sour.  A racecup  is  a general  name  for  a j>rize, 
Avliich  ha^  long  drifted  away  from  the  form  of  a 
cu]).  In  many  French  establishments  suisse  is 
still  used  as  a porter.  A quarantine  means  any 
seclusion,  though  not  for  40  days.  A hussar 
comes  fnau  haza,  the  Hungarian  word  for  20; 
and,  as  Avas  remarked  long  ago  in  Roman  Law, 
HCsetiam  aurenm  nummnm  dieimus. 

Another  important  principle,  also,  in  nomen- 
clature, is  to  include  under  one  term  substances 
Avhich  possess  the  distiiiguisiiing  quality  in 
diminishing  insensible  gradations.  Tliis  is 
Avell  exemplified  in  Lyell's  Manual  of  Element 
tnry  Geology,  p 2:-‘*Tlte  materials  of  this 
crust  are  not  throAvn  together  confusedly  ; but 
distinct  iiiineral  masses,  called  rocks,  arc  found 
to  occupy  definite  s]iaces,  and  to  exhibit  a certain 
order  of  arrangement.  Tlie  term  rock  i.s  api»!ied 
iiidirt’eremly  by  geologists  to  all  these  substances, 
Avhether  they  be  soft  or  stony,  for  clay  mid  saml 
are  included  in  the  term,  ami  some  Iuia'c  even 
brought  peat  umier  this  denomination.  <Im* 
older  \vrit',*rs  endeavoured  to  avoid  ofiering  such 
violence  to  our  language,  by  speaking  of  the 
componcii'  materials  of  the  earth  as  consisting  of 
rocks  and  soils.  But  there  is  often  so  in.<cnsible 
a passage  from  a .soft  and  incolierent  state  to  that 
of  stone,  tliat  geologists  of  all  countries  have 
foiiml  it  indispensable  to  ha\'e  one  technical  term 
to  inchnlc  both,  and  in  this  sense  Ave  find  roduP 
apidied  in  French,  rocca  in  Italian,  and  felsart 
in  German." 

In  iiiWYtigating  the  meaning  and  extent  of  the 
word  Cimency,  we  must,  therefore,  exclude  all 
Considerations  of  etymology,  and  keep  our  atten- 
tion steadily  fixed  on  the  nature  of  the  thing.  In 
fact,  to  apply  the  Avoid  Currency  to  money  is 
one  ot  tlm  mo&t  extraordinary  instances  of  the 
abuse  of  language  that  was  ever  heard  of.  For  a 
long  time  it  luul  been  usual  to  speak  of  money  as 
being  current;  lieucc  people  spoke  of  the  cur- 
rency of  money.  So  late  as  tlie  case  of  Miller  v. 
Race,  Lord  ^lausfield  (p.  228)  says  of  money, 
that  it  cannot  be  recoA'ered  after  it  has  passed  in 
cuirenaj;  but,  before  money  has  passed  in  cur- 
rency, an  action  might  be  brought  for  it.  He 
says  the  same  ot  a Bank  note,  an  action  could 
not  be  brought  for  it  after  it  was  paid  aAvay  in 
currency.  Hence  we  see  here  that  currency  Avas 
used  as  a )»articnlar  action  of  money.  Some  time 
atter  this,  however,  though  at  Avhat  period  avc 
cannot  asC'.-rtain,  by  a most  extraordiuai’y  cou- 
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fusion  of  ideas,  people  began  to  call  the  money 
itself  currency. 

To  shew  tiie  utter  absurdity  of  such  a notion, 
we  may  consider  a few  other  examples.  Nothing  i 
is  more  common  than  to  say  that  an  opinion  or  a j 
report  is  current,  or  to  speak  of  the  currency  of  I 
an  opinion  or  a report.  But  who  ever  dreamt  of 
calling  the  opinion  or  the  report  itself  currency  ? 

It  is  very  common  to  speak  of  the  currency  of  the 
session  of  Parliament;  but  who  CA'er  dreamt  of 
calling  the  session  of  Parliament  itself  currency  ? 

Now,  how  can  it  be  more  rational  in  a scien- 
tific sense  to  call  money  currency,  than  to  call  a 
report,  or  an  opinion,  or  the  session  of  Parliament 
currency  ? 

It  Avas  about  the  middle  of  the  last  century, 
as  far  as  we  cau  ascertain,  that  Avriters  began  to 
call  money  currency.  The  Avord  is  not  often 
used  by  Adam  Smith.  He  generally  uses  paper 
money  Avhere  modern  Avriters  would  use  paper 
currency.  Still  later,  between  1790  and  1800 
the  expression  ciradaiing  medium  came  into  use  ; 
as  Ave  find  ^Ir.  Fox  complaining  in  1797,  that  it 
Avas  a new  term  Avhose  meaning  Avas  not  well 
understood.  The  expressions  currency  and  cir- 
culating medium  are,  hoAvever,  considered  by  all 
Avriters  as  absolutely  synonymous. 

Adopting  the  Avords  currency  and  circidating 
medium  as  mere  names  to  distinguish  a certain 
species  of  economic  quantities,  Ave  have  to  en- 
deavour to  discover  lo  Avhat  they  should  be 
applied,  and  Avhat  function  they  fulfil  in  eco- 
nomics. 

Every  one  kiiOAvs  tliat  in  the  earliest  ages  of 
the  Avorld  people  trafficked  by  Avay  of  barter,  or 
the  direct  exchange  of  things  they  Avanted.  The 
inconveniences  of  this  have  been  so  otteu  de- 
tailed that  there  is  no  need  to  repeat  them. 

Among  the  numerous  incoaveuiences  of  this 
Avould  be  the  perplexities  arising  from  the 
Avaiit  of  some  commou  measure  to  refer  the 
things  exchanged  to.  It  Avould  take  much 
haggling  to  decide  how  much  Avine  should  be 
given  for  so  many  slaves,  or  so  mucli  iron  for  so 
many  hides.  The  first  improvement,  therefore, 
Avould  be  to  discover  some  common  measure  to 
Avhich  the  things  exchanged  miglit  be  referred. 
This  appears  to  have  been  done  in  very  early 
times,  because  though  Ave  find  that  in  Iliad  ^ II., 
468,  direct  barter  was  employed,  yet  iu  many 
other  passages  of  the  Iliad  and  Odyssey,  things 
are  spoken  of  as  being  Avortli  so  many  oxen. 
Some,  no  doubt,  have  thought  that  these  oxen 
Avere  actual  coins ; but,  as  we  belicAX  that  the 
best  autliorities  have  iioav  abandoned  such  aii 
Opinion,  and  avc  oui selves  are  firmly  convinced 
that  it  is  untenable,  avc  may  dismiss  it  from  con- 
sideration, The  fact  is  simply  tliat  people  found 
the  advantage  of  having  some  commou  measure 
Avhen  they  came  to  barter,  and  tliey  used  that, 
Avitliout  iu  any  Avay  employing  that  common 
measure  for  the  purposes  of  money.  Such  a state 
of  things  ill  no  Avay  implied  money,  or  currency, 
or  circulating  medium. 

On  the  Origin  of  Money. 

The  necessity  of  money,  hOAvcvert  arose  froui 
a someAvhat  different  cause.  As  long  as  the 
things  exchanged  Avere  equal  in  value,  there  Avould 
bo  uo  need  for  money,  any  more  tlian  there  is  at 
the  present  day  when  people  exchange  commodi- 


ties at  certain  values.  If  it  happened  that  when- 
ever one  man  required  the  services  of  another, 
that  other  at  the  same  time  required  an  equiva- 
lent amount  of  service  to  be  rendered  in  return, 
such  transactions  could  take  place  with  great 
facility,  and  the  amount  of  service  on  each  side 
being  equal,  there  Avould  be  an  end  of  the  busi- 
ness. But  it  Avould  often  happen  that  when  one 
man  required  the  services  of  his  neighbour,  that 
neighbour  Avould  not  require  an  etiual  amount  of 
service  at  the  same  time,  or  even  perhaps  none 
at  all.  If  then  a transaction  took  place  betAveeii 
them  with  such  an  unequal  result,  and  the  one 
amount  of  service  Avas  balanced  against  the  other, 
there  Avould  remain  over  a certain  amoiuit  of 
difference,  or  amount  of  service  due  from  the  first 
to  the  second,  and  this  would  constitute  a debt. 

The  second  Avould,  liowever,  require  at  some 
future  time  to  ha\'e  the  balance  of  service  due  to 
him  performed,  and  tlie  debt  discharged.  More- 
over, for  his  oAvu  security,  he  would  like  to  have 
some  evidence,  or  memorial,  to  proA'c  the  debt; 
and  accordingly  he  might  require  tlic  debtor  to 
giA'e  him  some  sign  or  token  of  the  fact.  If 
wTiting  had  been  known  in  those  times,  a state- 
ment ill  writing  acknoAvledging  the  debt,  and 
promising  to  render  the  service  due  Avhenever 
called  upon  to  do  so,  Avould  be  a natural  form  of 
such  evidence. 

We  may  iioav  suppose  that  the  second  jierson 
has  dealings  Avith  a third,  and  requires  his  si'rvices, 
but  that  the  third  has  uo  immediate  use  for  the 
services  of  the  second,  but  requires  tluxse  of  the 
first.  Noav,  if  the  parties  Avere  so  circumstanced, 
Avhat  could  be  more  natural  than  for  the  second 
to  transfer  to  the  third  the  debt  due  to  him  from 
the  first?  A similar  operation  might  be  repeated 
by  several  diliereut  parties  an  indefinite  number 
of  times;  and  so,  this  Avritten  obligation,  or  this 
evidence  of  a debt,  enabling  the  possessor  of  it  to 
demand  some  service  to  be  rendered  by  the 
debtor,  Avould  pass  from  hand  to  hand,  or  be 
current;  and,  from  this  use  of  it,  the  thing  itself 
lias,  by  a confusion  of  ideas,  come  iu  recent  times 
to  be  called  a Ccurexcy. 

This  currency  is  nothing  more  tlian  the  evidence 
of  services  having  been  rendered,  for  which  an 
equivalent  has  not  been  received,  but  which  can 
at  any  time  be  demanded.  It  is  obvious  that  as 
soon  as  it  has  been  demanded  and  rendered,  the 
evidence  of  its  being  due  must  be  given  up  to  the 
debtor  to  be  destroyed,  and  it  aviII  be  uo  longer 
current.  Now,  if  any  man  can  render  services 
to  his  neighbours,  he  must  iu  return  recciA'e  either 
services,  or  the  evidence  of  their  being  due; 
aud,  if  he  renders  more  than  he  immediately  re- 
quires iu  return,  he  will  accumulate  a store  of 
this  evidence  for  his  future  wants. 

It  is  evident  that  such  a Avritten  obligatiou,  as 
has  been  described,  deri\’cs  its  Avhole  transferable, 
or  current,  value  from  tlie  fact,  that  the  person 
Avho  acknowledges  himself  bound  to  perform 
such  services  can  render  them  at  any  moment 
that  he  may  be  called  upon,  and  is  generally 
believed  to  be  able  to  do  so.  Thus,  though  it 
receives  the  name  of  currency  from  its  being 
passed  from  hand  to  hand,  it  is  current  only 
because  it  has  the  poAver  of  transferring,  or  cir- 
culating, something  else. 

These  sinqile  cousideratious  at  once  shOAv  the 
uature  of  a currency.  It  is  the  evidence  of  a 
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debt  due  to  the  possessor  of  it,  proving  that  he 
has  rendercMi  services  for  which  he  has  received 
no  eipiivalent,  but  which  he  can  deinaiid  at  any 
time.  And  when  he  does  demand  it,  he  must 
give  up  or  extinguish  tlie  evidence  of  the  debt. 
ii(‘nce  the  use  of  tlie  currency  is  to  record  debts, 
ami  to  facilitate  their  transfer  from  one  person 
to  another,  and  whatever  means  be  adopted  for 
tliis  pnr])osc,  whetlier  it  be  gohi,  silver,  paper,  or 
aiiytliing  else  is  a currency. 

'Wq  may  tlierefore  lay  down  ns  our  fundamental 
conception  that  currency  and  trau.sferable  debt  are. 
convertible  terms;  whatever  represents  transfer- 
able debt  of  any  description  is  ccrrency,  and 
whatever  material  the  curreuey  may  consist  of, 
it  repi-esents  transferable  debt^  ami  nothing  else. 

The  preceding  considerations  suggest  tons  a 
princii>le  that  will  b(*  found  to  be  of  fundamental 
importance  in  Political  Economy,  and  it  will  be 
seen  that  it  is  essentially  requisite  to  bear  it  in 
mind  in  all  questions  relating  to  monetary  science. 
It  is  this — Where  there  is  no  debt,  there  can  be  no 
enrrem^y.  We  have  seen  that  where  tlie  ex- 
cliange.  j were  equal,  there  was  no  debt  and  there 
could  be  no  currency.  The  debt  represented  the 
jirecise  inefpiality  of  the  exchange,  ami  where 
there  hi  no  exchange  the  debt  must  equal  in 
value  tlie  service  rendered.  Hence  it  is  perfectly 
clear  th  at  the  currency  must  sujiply  the  defect  of 
the  exchange,  or  rather  in  most  cases  do  away 
with  thi?  necessity  for  an  exchange.  Its  real  use 
is  manifestly  to  enable  commodities  to  circulate, 
or  mov  e from  the  possession  of  one  person  to 
another,  or  to  enable  one  person  to  render  another 
services  without  the  necessity  of  an  exchange. 
Hence  t.t  may  be  said  that  the  use  of  the  cur- 
rency is  rather  to  abolish  exchanges.,  than  to  fad- 
litate  ex>:hanges.  AVhcu  some  material  substance 
only,  lik  e gohi  or  silver  was  used  as  moiiev,  the 
quantity  of  money  in  a country  just  represented 
the  quail  tity  of  debt  that  there  would  have  been, 
if  there  ’had  been  no  money.  Hence  the  demaml 
for  mumjy,  or  the  work  that  moucy  had  to  do 
was  to  represcut  debt,  and  nothing  else,  ami  of 
course  i:hc  more  money  that  was  required  to 
lierform  this  purpose,  tlie  more  its  value  would 
increase;  ami  if  the  quantity  of  money  always 
increased  and  diminished  in  exact  proportion  to 
the  quantity  of  work  it  had  to  do,  its  value, 
according  to  a very  common,  but  very  inaccu- 
rate, mode  of  expression  among  Economists, 
would  not  alter.  This  expression  is  evidently 
inaccurate,  because  its  value,  or  its  relation  to 
other  things,  might  alter  in  consequence  of  some 
change  taking  place  in  tlie  conditions  of  the 
things  it  was  exchanged  for.  The  true  meaning 
of  the  plirase  is,  that  the  cause  of  the  variation 
would  not  be  in  the  money,  but  in  the  things  it 
was  exchanged  for. 

The  true  character  of  moucy  as  being  a pledge, 
or  security,  has  been  seen  by  many  writers.  Thus 
Aristotle  says  {Nicomachean  Kthics,  JkV,  c.  v. 


14.) — \7T£p  ci  Ttic  aWuyrfCj  (fi  rvi' 

fijfdr  hlraij  iin  terrot,  iay  to  poutaitu 

utor  *ErrVllT112  Icrrir  cei  yap  tovto 

</>£porrt  Jvat  Xa/Jtir.’— wiJut  with  regard  to  a 
future  exchange  (if  we  want  nothing  at  present, 
that  it  may  take  place  when  we  do  want  some- 
thing), money  is,  as  it  were,  our  securitv.  For 
it  is  accessary  that  lie  who  briugs  it  should  be 
able  to  get  ivhat  he  wants.'* 
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So  also  that  very  excellent  and  too  much 
neglected  writer,  Boisguillebert,  who  was  one  of 
the  tirst  to  ex]>ose  the  fallacy  that  money  was 
the  only  wi  altli,  in  Ins  Dissertation  sur  la  Nature 
des  Richesses  {^EdiL  Gnillauinin^  p.  ^374),  very 
well  points  out  the  true  character  of  money.  He 
says,  c.  ii.,— “ Le  cicl  ifest  pas  si  eloigiie  dc  la 
teiTe  (pfil  se  tnuive  de  distance  entre  la  veritable 
idee  quo  Toil  doit  avoir  de  I’argeiit,  et  celle  que  la 
corruption  cn  a etablic  dans  le  nioiid,  (*t  qui  est 
presque  reque  si  generalement,  (pi’a  peine  i'autre 
est-dle  connue,  quoique  cet  oubli  soit  nne  si 
grande  depravation,  qifclle  cause  la  ruiuc  des 
6tats,  et  fait  plus  de  destruction  (pie  les  plus 
graud  cniiemics  ctrangers  pouiTaieiit  jamais 
causer  par  ieurs  ravages. 

“En  eifet,  rargeiit,  dont  on  fait  nne  idole, 
depiiis  le  niiitiii  Jusqu’  au  soir,  avec  les  circou- 
stances  que  Ton  a marquees,  et  qui  sont  troji 
coniiues  pour  etre  revoquees  en  doute,  ifest 
absolumeut  d’ancun  usage  par  lui-ineme  iiVtaiit 
propre  ni  a se  iiourir  iii  a sc  vetir  ; et  imi  ile  tons 
ceux  qui  le  reclierchent  avec  taut  d’avidite  et  a 
qui,  jHuir  y parveuir,  le  bieii  et  le  mal  sont 
cgaleiiicnt  indilfercuts  n'est  porte  dans  cette 
poursuitc  (pi’atin  de  s’eu  des.saisir  anssitot,  ptuir 
se  procurer  les  besoius  de  son  d'tat  on  de  sa  sub- 
sistance. 

“ II  n’est  done  tout  au  plus,  et  ifa  jamais 
qu’mi  moyeu  de  recouvrer  les  denrecs’  parce  quo 
lui-meme  u’est  acquis  (pie  par  nne  veiit(‘  jux-ce- 
dentc  de  denrecs,  cette  iutention  etaiit  geiuu-ale- 
meut  tant  dans  ceux  qui  le  re^oivent  que  dans 
ceux  (jui  s'en  dessaisissent;  en  sorte  que  si  tons 
les  besoins  de  la  vie  se  reduisaient  a trois  on 
quatre  espet^es,  comine  au  commencement  du 
monde,  rccliango  se  faisant  imniediatement  et 
troc  pour  troc,  ce  (pii  so  jiratique  incme  encore 
en  bicu  des  contrees,  les  metaux  anjourd  hui  si 
precieux  ne  seraient  d’aucuiie  utilitc. 

“II  n'y  a nieme  aiicunc  denix'e  si  abjectc, 
propre  a noui  rir  riiommc,  (pii  ne  Ini  fiit  prtderoe, 
en  qiielque  quautin?  qu’elle  se  nmeontrat,  s*il 
ctait  absolumeut  (hd’eudu  ou  impossible  au  pos- 
sesscur  de  I argent  de  s'cii  dessaisir,  ce  (pii  le 
r(*duirait  bieutot  au  mC-me  etat  que  le  Midas  de 
la  fable. 

“Ce  ifest  dune  que  coniine  garant  tout  au  plus 


vie,  (le  trois  ou  quatre  espoces  (judls  edaient  dans 
sou  ciifancc,  jiis(pi*  a plus  de  deux  cents  ou  ils  sc 
trouvent  aujourd’hni ; ce  qui  fait  que  n'v  ayant 
pas  moyen  que  le  commerce  et  le  troc  s'en"  fasseiit 
demaiu  amain,  comine  dans  ces  temps  d’inno- 
ccnce ; ct  le  voiidc-ur  d’une  denriie  ne  tralitpiant  pas 
le  plus  souvent  avec  le  marchaiid  de  cello  doiit  il  a 
actuellemeiit  bcsoiii,  et  pour  le  recouvrenient  de 
laquelle  il  se  dessaisit  de  la  sieniie,  Targent  alors 
vieiit  au  sc(.‘our,  ei  la  recettc  (pi’il  eii  fait  de  son 
acheteur  liii  cst  uu  procuration,  avee  garaulie, 
(^UG  SOU  intciitioii  sctji  etFcctiirc  c*ii  ijuc*I(juc  lion 
'lue  sc  troiivo  Ic  nuirdiuiul,  ct  eda  pour  aiilant, 
et  sur  uu  priy  couraiit  ot  lu-opurtioum.'  a ce  (pi’i! 
s’est  dessaisi  les  mains  de  la  dcurcc  doiit  il  dait 
propridairc : voila  done  I’uniiiue  loiictioii  de 
I’argeiit.  * ♦ 

“Comiue  il  u’est  tout  au  plus,  aiiisi  qu’ou 
viciit  de  dire,  fpi’mie  garaulie  de  la  livraisoa 
future  d uiio  dcurtje,  (pfoii  ne  re^*oit  pas  iiumc- 


CURRENCY. 


CURRENCY. 


G51 


diatement  en  vendant  ccdle  que  Ton  possode,  du 
moment  qu’elle  se  pent  procurer  sans  »jii  miuis- 
tere,  il  sera  (tblige  dc  renfenner  tout  son  orgucil 
d •meurer  absolumeut  inutile  et  immobile.” 

He  then  mentions  the  MuUlive  Islands,  where 
shells  arc  used  as  curreuey;  the  West  Indies,  , 

I where  tobacco  was  used  for  the  same  purpose.  He  | 

: then  shows  tlie  superiority  of  the  European  prac-  | 

! tice  which  used  neither  gold  nor  silver,  nor  copper, 

nor  shells,  nor  tobacco,  but  made  simple  pieces  ; 
of  paper  perform  ail  the  duties  of  millions  of  gold 
and  silver,  and  showed  that  the  bills  of  a great 
merchant  of  undoubted  wealth  were  preferable  ' 
to  ready  money,  which  after  passing  tlirough  a 
f multitude  of  hands  and  enriching  them  all,  came  j 

Il  hack  at  last  to  the  hands  of  the  original  issuer, 

if  and  >vere  discharged  once  for  all.  He  tlicn  j 

y instances  the  fairs  of  Lyons,  wdiere  there  was  an 

\ institution  which  was  the  original  of  the  modern 

clearing  house,  where  80  millions  of  transactions 
w'ere  carried  on  without  a single  silver  coin.  We  | 
t have  (|uoted  these  view's  at  so  great  a length  that 
the  reader  may  see  how'  clearly  15oisgiiillel)crt 
saw  the  true  nature  of  money  in  1707,  and  dissi- 
pated the  fallacy,  that  money  wiis  the  only 
species  of  w'caltli,  wliidi  many  suppose  w'as  first 
done  by  Adam  Smitli. 

Au  old  writer  whose  pamphlet  fAn  Essay 
vjmn  Public  Credit^  1710,)  ha.sbeen  accumulating 
dust  for  a century  and  a-half  in  tlie  library  of  ■ 
Eton  College,  saw  the  very  same  truth  distinctly. 
He  says, — “Trade  found  itself  uusutlerably 
streightened,  and  perplext  for  want  of  a general 
sjmeies  of  a compleat  iutrinsick  w'ortli,  as  the 
medium  to  ^atpply  the  defect  of  Exchan}ring.t  and 
I to  make  good  the  balance  where  a nation,  or  a 
market,  or  a merchant  demanded  of  another  a 
greater  quantity  of  goods  than  either  the  buyer 
had  goods  to  answer,  or  the  seller  had  occasion 
} to  take  back.” 

Adam  Smith  had  substantially  the  same  idea, 
lie  says,  13.  1.,  ch.  iv. — “ When  tlic  division  of 
labor  has  been  once  thoroughly  established,  it  is 
Imt  a very  small  part  of  a man’s  wants,  which 
the  jiroduce  of  liis  own  labor  can  supply.  He 
supplies  the  far  gi-eatcr  partof  them  by  exchang- 
ing that  surplus  part  of  the  produce  of  his  own 
labor,  wdiicli  is  over  and  above  his  own  consniiip- 
tioii,  for  such  parts  of  the  produce  of  other  men’s 
lah-^  as  he  has  occasion  for.  Every  man  thus 
lives  by  exchanging,  or  becomes  in  some  measure 
a merchant;  and  the  society  itself  grows  to  be 
w'hat  is  properly  a commercial  society. 

“But  when  the  division  of  labor  first  began  to 
fake  place,  this  ])ower  of  exchanging  must  very 
I frcqULMilly  have  been  very  much  clogged  and 

i embarntssed  in  its  operations.  One  man,  we  ; 

' shall  suppose,  has  more  of  a certain  commodity  | 
I than  he  liimsclf  has  occasion  for,  while  another 
t lias  less.  The  former,  consc(inently,  w^otiUl  be 
f glad  to  dispose  of,  ami  the  latter  to  imrchasc,  a 
part  of  this  supertluity.  But  if  this  latter  | 
should  chance  to  have  nothing  that  the  former  i 
stands  in  need  of,  no  exchange  can  be  made  j 
between  them.  The  butcher  ha.s  more  meat  in 
his  shop  than  he  himself  can  consume,  and  the 
' brewer,  and  the  baker,  would  each  of  them  be 
willing  to  purchase  a partof  it;  but  they  have 
I iiotiiing  tootl'er  in  exchange,  except  the  difTerent 

productions  of  their  rcsjiectivi?  trades,  ami  the 
butcher  is  already  provided  with  all  the  bread 


ami  beer  which  he  has  immediate  occasion  for. 
No  exchange  can  in  this  case  be  made  between 
them.  lie  cannot  be  tlieir  merchant,  nor  they 
ills  cnstomei*s ; and  they  are  all  of  them  less 
imitnally  serviceable  to  one  another.  In  order 
to  avoid  the  iucouveiiience  of  such  situations, 
every  prudent  man,  in  every  ]»eriod  of  sixjiety, 
after  the  first  establishment  of  the  divisiem  of 
labor,  must  naturally  have  endeavoured  to 
manage  his  affairs  in  such  a manner  as  to  have 
at  all  times  by  him,  besides  the  peculiar  (u-odiicc 
of  his  own  iudustry,  a certain  (juantity  of  s<»me 
one  commodity  or  other,  such  as  he  imagined  few' 
people  would  be  likely  to  refuse  in  exchange  for 
the  produce  of  their  industry,” 

Smith  then  mentions  S(*veral  substances  which 
have  been  used  for  this  purpose.  In  B.  II.  c.  u. 
he  cxjiresses  the  same  idea  more  clearly  still: — 
“If  the  pension  of  such  a person  w'cre  j>aid  to 
him  not  in  gold,  but  in  a weekly  bill  for  a guinea, 
his  revenue  surely  would  not  so  properly  consist 
in  the  piece  of  paper,  as  in  what  he  could  get  for 
iu  A guinea  may  be  considered  as  a bill  for  a 
certain  (piantity  of  necessaries  and  conveniences 
upon  all  the  tradesmen  in  the  neighbourhood. 
The  revenue  of  the  person  to  whom  it  is  paid 
does  not  so  projierly  consist  of  the  piece  of  gold, 
as  in  what  he  can  get  for  it,  or  in  what  he  can 
exchange  it  for.  If  it  could  be  exchanged  for 
nothing,  it  would,  like  a bill  upon  a bankrupt, 
be  of  no  more  value  than  the  most  useless  piece 
of  paper.” 

Coming  down  to  more  recent  times,  the  clear- 
seeing  mind  of  Bastiat  perceived  the  same  truth. 
In  his  Harmonies  Economitpies ; Organisation 
Naturellc^  p.  *io,  Edit.  1855,  he  shows  how  a 
young  student  at  Paris  receives  all  sorts  of  good 
things  from  society,  and  he  asks  what  service 
has  the  young  student  done  to  society  in  return 
for  all  these  things? — “Aucun;  i!  se  prepare  a liii 
en  retidre.  Comment  done  ces  millions  (I’liommes 
qui  se  sont  livres  av  uu  travail  positif,  efiectif  et 
productif,  lui  en  out  ils  abaiulomiu  les  fruits  ? 
Voici  I’explication : e’est  que  le  pere  de  cet 
etudiant,  (jui  etait  avocat,  nmdecin  ou  iiegiK-iaul, 
avait  rendu  autrefois  des  services, — jieut-rtre  a 
la  societii  chiiioise — et  en  avait  retinq  non  des 
services  iminediats,  niais  des  droits  a des  ser- 
vices qu'il  pourrait  reclamer  dans  le  temps,  dans 
le  lieu  et  sous  la  forme  qu’il  lui  couviemlruit. 
C'est  de  ces  services  lointains  et  jiiisses  (lue  la 
societe  s’acquitte  aigourd'luii ; et,  chose  iHoiinaute ! 
si  Ton  suivait  par  hi  pensee  la  marche  (h^  trans- 
actions iufinies  qui  out  dil  avoir  lien  pour  atteindro 
le  rtisiiltat,  on  ven*ait  (pie  chacun  a payi*  dc 
sa  peine;  (pie  ces  droits  out  passe  de  main  cn 
main,  taniot  se  fractiounant,  tantot  sc  groupant 
jus(pi’a  ce  que,  ]»ar  la  consuiniuatiou  de  cet 
(Etudiant  tout  ait  ete  balance.” 

So  also,  in  his  admirable  little  pamphlet, 
Maudit  Argent,  p.  80,  Vol.  V.,  of  the  same 
edition,  he  says : — “C’est  bieii  le  moment d'aiui- 
lyser  la  vraic  fouction  du  nuimu*aire  abstraction 
faite  des  mines  et  de  rimjiortation. 

“ Vous  avez  uu  (*cu.  Que  signifie-t-il  en  vos 
mains?  Il  y cst  coimne  le  temoiii  et  le  preiive 
quo  V0U3  avez,  a uiie  epotiuc  queiconipie,  execute 
nil  travail,  dont  au  lieu  de  profiter,  vous  avez 
fait  jouir  la  socitTi'*,  en  la  persoune  de  votre 
client.  Cet  cm  irinoigne  (pie  vous  avez  rendu 
uu  service  k la  societe,  et  de  plus,  il  en  constate 
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la  valeur,  II  tc-moijj;ne,  eu  outre,  que  vous 
iravez  pas  encore  retire  de  la  socicte  un  service 
reel  equivalent,  wmme  e’etait  votre  droit.  Pour 
yous  mettre  li  merae  de  Texerccr,  qiiand  et  conime 
il  vous  plaira,  la  socicte,  par  les  mains  de  votre 
client,  vous  a donu6  une  reconnaissance^  uu  titre^ 
nil  (le  la  Republique^  un  jeton^  un  ecu  entin, 
qui  ne  diffore  des  litres  fiduciaires  (ju’en  ce  qu’il 
porte  sa  valeur  on  lui-meme,  et  si  vous  savez 
lire,  avec  les  yeux  de  i’esprit  les  inscriptions 
dont  il  est  charge,  vous  dechiffrerez  distincte- 
inent  ces  mots : ‘ Rendez  au  porteur  un  service 
equivalent  d celui  qtCil  a rendu  d la  societe  valeur 
reque  vonstatee^  prouvee  et  mesuree  par  celle  qui 
est  en  moi~/nrtne.* 

“ Maintenant,  vous  me  cedez  votre  ecu.  Ou, 
e’est  a litre  gratuit,  ou  e’est  a titre  onereux.  Si 
vous  me  le  donnez  comme  prix  d’un  service, 
voici  ce  qui  cn  resulte:  votre  compte  de  satis- 
factions reelles  avec  la  societe  sc  trouve  regie, 
balance  et  ferme.  Vous  lui  avez  rendu  un  ser- 
vice coiitre  uu  ecu,  vous  lui  rcstituez  maintenant 
I’ecu  contre  un  service;  partant  quitte  quant  a 
vous.  Pour  moi  je  suis  justemeut  dans  la  posi- 
tion ou  vous  (‘t'uiz  tout  a Pheure.  C’est  moi  qui 
maintenant  suis  en  avance  envors  la  societe  du 
service  (pie  je  viens  de  lui  rendre  en  votre  j»er- 
sonne.  C’est  moi  qui  deviens  son  creancier  de  Ja 
valeur  du  travail  que  Je  ne  vous  ai  livre,  et  ([ue  Je 
pouvais  me  consacrer  a nioi-nienie.  C’ost  done 
entre  mes  mains  que  doit  passer  le  titre  de  cette 
creance,  le  temoin  et  la  preuve  de  la  dette  socialc. 

* * * Vous  etiez  creancier  de  la  societe,  vous  ' 
m'avez  substitue  a vos  droits,  et  il  im])orte  pen  a 
la  societe,  qui  est  redevable  d'un  service,  de  la 
rendre  ii  vous  ou  a moi.  Elle  s’acnpiitte  en  le 
rendant  au  porteur  du  titre.” 

Hence  we  see  that  all  these  writers,  and  many 
others  might  have  been  cited,  perceive  that  the 
fundamental  conception  of  money  is  that  it  is  a 
pledge,  that  when  any  one  lias  rendered  some 
service  nnd  receives  no  equivalent  at  the  time, 
that  he  may  do  so  on  some  future  occasion,  and 
of  what  kind  he  pleases.  Hence  it  is  plain,  that 
us  he  takes  it,  not  for  any  direct  use  it  can  be  to 
him,  but  only  because  he  believes  he  can  get 
what  he  wants  when  he  pleases,  it  is  general 
Credit,  or  a Hill  of  Exchange  on  the  commercial 
community.  Hut  though  such  is  its  fundamental 
nature,  the  quantity  of  the  substance  that  must 
be  given  as  the  e(piivaleiit  of  the  debt,  will  of 
course  be  governed  by  the  universal  laws  which 
regulate  the  exchangeable  relations  of  all  sub- 
stances. 

The  necessity  of  having  something  to  perform 
the  duty  of  representing  debts  that  arise  from 
unequal  exchanges,  has  been  felt  by  all  nations 
from  a very  early  time.  The  Hebrews  we  know 
used  silver;  although  there  was  clearly  no  money 
in  the  times  described  by  the  Homeric  poems, 
soon  afterwards  a currency  made  of  copper 
skewers  came  into  use  throughout  Greece,  which 
was  superseded  by  the  silver  coinage  of  Pheidou. 

In  the  dialogue  named  Eryxias,  which  is  attribut- 
ed to  .^ilschines  Socraticus,  it  is  said  that  the 
.^-Ethiopians  used  a currency  of  carved  pebbles. 
They  must  have  been  “ blameless”  iudeed  if  they 
could  resist  so  mamfest  a temptation  to  forgery. 
Throughout  the  islands  iu  the  Eastern  Ocean 
shells  were  used.  In  Thibet,  ami  in  some  parts 
of  China  to  the  present  day,  it  is  said  that  little 
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blocks  of  compressed  tea  arc  used  as  money. 
Smith  says  that  salt  is  used  in  Abyssinia;  that 
formerly  dried  cod  was  used  in  Newfoundland  • 
sugar  in  some  of  the  West  Indian  colonies;  and 
in  his  own  day,  there  was  a village  in  Scotland 
where  nails  served  the  purpose  of  money,  So 
late  as  the  middle  of  the  last  century,  in  Virginhq 
tobacco  at  a certain  pric(j  per  pound  was  legal 
money,  in  which  the  salaries  of  ministers  and 
other  pul^Iic  officers  were  paid.  In  other  of  the 
American  colonies  powder  and  shot ; in  Campeachy 
logwood  ; and  amojig  the  Indians  on  the  American 
continent,  belts  of  wami>um  served  tlie  purpose 
of  a currency. 

Hut  when  w^e  consider  the  purposes  for  which 
a currency  is  iuteuded,  it  i.s  easily  seeu  that  no 
substance  possesses  so  many  advantages  as  metal. 
I'he  use  of  the  currency  being  to  preserve  the 
record  of  services  rendered  for  use  at  any  future 
time,  it  is  cleai’  that  it  stiould  be  made  of  some 
substance  which  should  not  be  liable  to  alter  by 
time.  A money  of  dried  cod  w'ould  not  be  likely 
to  keep  va  ry  long,  nor  would  it  be  ea-sily  divisible. 
One  ot  tlie  first  rcapiisites  of  a currency  is  that 
it  should  be  divisible  into  very  small  fragments, 
so  that  its  owner  should  be  able  to  get  auv  small 
amount  of  service  at  any  time  he  pleases.  Taking 
these  rciiiiisites  into  consideration,  it  is  manife^t 
there  is  no  substance  which  combines  these  quali- 
lications  so  well  as  a metal  of  some  description. 
Aletal  is  uniform  in  its  texture,  and  it  can  bo 
divided  into  any  number  of  fragments,  each  of 
which  shirll  be  CMpial  in  value  to  another  frag- 
ment of  equal  weight,  and  if  iXMiuired,  these 
fragments  can  always  be  reunited,  and  form  a 
whole  again  of  the  aggregate  value  of  all  its 
parts.  Hy  this  means  if  we  can  estihlish  a 
relation  between  the  quantity  of  the  metal  and 
the  amouiit  of  the  debt;  then  whatever  tluiL 
relation  be,  or  whatever  ipiantity  of  metal  be 
taken  to  represent  any  amount  of  debt,  any 
fragment  of  such  metal  will  always  represent  a 
proportionate  amount  of  tiie  debt.  ^ 

In  adopting  a metallic  currency,  that  metal 
which  h^^i  the  greatest  value  should  be  selected 
as  the  priu‘*i]ml  money.  The  exchangeable  values 
of  tlie  diffi  rent  metals  are  settled  exactly  ou  tins 
same  principles  as  the  exchangeable  v'alues  of  all 
commodities.  All  metals  are  heavy  and  incon- 
venient to  carry,  and  if  a very  abundant  one  were 
selected  for  the  purpose,  the  quantity  which 
would  be  re(|uircd  to  denote  even  a moderate 
amount  of  debt,  would  be  a serious  iuconvenieiice. 
The  more  rare  and  valuable  the  metal,  the  more 
portable  and  convenient  it  would  be,  so  that  a 
man  might  carry  about  with  him,  as  it  were,  a 
I coucentrab'd  essence  of  power  of  commanding 
services.  Of  all  the  metals  that  were  first 
discovered  gold  and  silver  combined  these  ad- 
vantages iu  tlie  greatest  degree,  and  from  the 
earliest  antiquity  the  most  civilised  nations 
appropriated  them  for  tluit  jinrposc,  and  they 
gradually  superseded  the  inferior  metals  and 
other  substances  used  by  different  nations,  and 
their  exchangeable  valuesrelatively  to  each  other, 
as  well  as  to  other  metals  and  commodities,  was 
deterniiued. 

Ail  these  currencies  made  of  material  sub- 
stances we  may  properly  call  natural  currencies, 
by  which  we  mean,  that  thougli  they  arc  all  for 
the  purpose  of  representing  debt,  yet  the  quantity 
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of  the  substance  which  is  considered  as  the  equiva- 
lent of  the  debt  depends  purely  on  the  general  < 
laws  of  value,  and  varies  subject  to  their  influ- 
ence. We  shall  show  a little  further  on  that  there 
arc  artificial  currencies  in  which  the  substance 
has  a value  attributed  to  it  by  some  agreement 
of  s(mie  sort  which  it  does  not  bear  without  that 
iiifluence. 

Hut  although  the  value  of  the  substance  used 
for  money  is  determined  by  the  general  laws  of 
value,  we  must  be  carefully  on  our  guard  against 
saying  that  it  has  intraisic  value.  We  have  fully 
entered  into  the  confusion  iu  Political  Economy 
which  has  been  caused  by  this  expression  under  ; 
Value,  so  tliat  we  need  not  repeat  what  we  have  | 
s;iid  there,  but  uevertheless  we  make  a few  re-  ^ 
marks  on  it. 

It  seems  almost  superfluous  to  enforce  it  so 
often ; but  when  an  error  is  spread  throughout  I 
the  whole  science  and  meets  one  at  every  turn,  it  | 
rerpiires  to  be  constantly  exposed.  The  value  of 
a thing  is  simply  and  solely  the  thing  for  which 
it  can  be  exchanged  ; and,  of  course,  anything  has 
as  many  values  as  things  it  can  be  excliaiiged 
for.  When  we  speak  of  the  value  of  a thing,  we 
necessarily  speak  of  its  value  iu  something— its 
value  iu  clothes,  or  its  value  in  bread,  or  its  value 
ill  furniture,  or  any  services  whatever.  How 
often  does  it  recjuire  to  be  repeated  that  it  is  as 
grossly  absurd  to  speak  of  anything  having  abso- 
lute value  as  it  is  to  speak  of  a thing  having 
absolute  distance,  and  that  it  is  equally  irrational 
to  speak  of  iutrinsic  value  as  of  intrinsic  distance ! 
The  value  of  the  money  is  not  the  labour  be- 
stowed upon  obtaining  it,  but  tlie  food,  the 
necessaries,  and  anything  else  which  can  be  got 
iu  exchange  for  it.  AVhile  money  will  purchase 
tea,  and  wine,  and  meat,  and  clotlies,  and  books, 
and  liouseroom,  and  furniture,  and  other  thiugs, 
it  has  value,  ami  these  things  arc  its  values.  If 
it  ceased  to  command  them  it  would  have  no 
value ; so  if  ])Iaced  iu  a position  where  it  would 
command  nothing,  it  would  have  no  value.  Thus, 
if  we  took  a bag  of  sovereigns  among  tlie  Aus- 
tralian sav'ages,  they  would  have  no  value.  It 
is  dear  that  if  there  were  anything  else  that 
wouhl  ])urchase  exactly  the  same  things  that 
money  would,  it  would  be  of  the  same  value  as 
money. 

We  must  also  observe  this,  that  though  money 
is  exchangeahte  for  other  thiugs,  it  does  not 
represeid  them.  Some  eminent  writers  had  a 
curious  fancy  that  money  was  the  representative 
of  other  thiugs,  and  that  a state  was  only  well 
otf  when  it  had  as  much  money  as  was  au 
e(iuivaleiit  for  all  other  things  juit  together.  Hut 
the  slightest  reflection  shews  that  this  is  pure 
fancy,  and  <iuite  contrary  to  the  reality.  \\  hat 
wc  wish  to  observe  is  that  money  is  a separate 
and  indepeudent  exchangeable  quantity  over  and 
above  other  quantities  of  all  sorts.  It  is  a sub- 
stance which  lias  general  and  permanent  value  iu 
a country  because  everyone  will  give  something 
for  it,  and  it  docs  not  depend  bir  its  exchange- 
ability upon  any  yiarticular  person. 

Now,  as  we  Iiave  shewn  under  Capital  that 
any  Economic  quantity  whatever  may  be  used 
as  Capital,  mouey  of  course  may  be  used  as  Cap- 
ital as  well  as  anything  else.  There  are,  of  course, 
difierciit  ways  of  using  things  so  as  to  give  a 
prulit,  but  anything  which  may  be  used  in  any 
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way  whatever  so  as  to  give  a profit  may  be 
capital,  so  money  may  be  capital  tliough  it  gives 
a profit  in  a different  way  from  corn  or  cattle. 
Hence  we  see  that  Currency  maybe  Capital. 

AVe  shall  now  lay  before  our  readers  a method 
of  viewing  the  function  of  mouey  which  is 
slightly  different  from  the  preceding,  though  by 
no  means  opposed  to  it,  and  we  shall  then  shew 
why  one  definition  is  preferable  to  the  other. 
We  need  hardly  remind  our  readers  that  the  old 
fallacy  was  that  money  was  the  only  species  ot 
wealth,  and  that  tlie  only  true  commercial  policy 
was  to  heap  up  as  much  gold  and  silver  as  jiossi- 
ble.  ]SIany  persons,  however,  saw  the  fallacy  of 
this  notion,  but  they  rushed  into  the  opposite 
extreme,  ami  maintained  that  money  was  not 
wealth  at  all,  but  only  the  representative  of 
wealth,  and  therefore  it  was  of  no  consequence 
of  what  material  it  was  made  of.  So  long  as 
paper,  for  instance,  they  said,  was  based  upon 
some  material  article  of  value,  such  as  land  or 
other  things,  they  maintiiiuod  that  it  would  pre- 
serve the  same  value  as  specie.  Tliis  was  the 
doctriue  upon  which  that  theory  was  founded 
which  we  have  called  Lawism,  because  he  had 
the  opportuuity  of  carrying  it  out  into  practice, 

I and  it  resulted  in  the  Mississippi  catastrophe. 
This  doctrine  was  supported  with  ingenuity  by 
the  Abbe  Terrassou,  a member  of  the  Academy 
of  Inscriptions  and  Belles  Lettres,  who  was 
selected  by  Law  in  17*20,  to  defend  his  system. 
It  was  to  reply  to  this  fallacy  that  Turgot  began 
to  write.  In  sections  40-50  of  his  treatise  Sur  hi 
Formation  et  la  Distrihution  des  Richesses,  he  has 
explained  extremely  well  the  true  nature  of 
money.  He  shews  that  every  species  of  mer- 
chandize has  a certain  value  iu  every  other,  and 
may  be  used  to  meiisure  it,  and  in  a certain  way 
every  merchandize  might  be  used  as  money. 
Hut  that  some  kinds  are  better  than  others,  and 
that  the  precious  metals  are  better  for  this  pur- 
pose than  any  others,  for  obvious  reasons.  He 
then  shewed  that  when  a purchase  is  made  with 
money,  tlie  mouey  is  not  a sign  of  value,  as  was 
commonly  said,  but  au  actual  equivalent  for  the 
thing  purchased.  He  shews  also  how  tlie  use  of 
money  has  gieatly  facilitated  the  division  of 
labor.  Thus  Turgot  shewed  that  money  was 
simply  a species  of  merchandize  which  was  used 
for  a particular  purpose.  Since  his  day  this  lias 
been  the  most  usual  way  of  regarding  it.  It  has 
lieen  considered  as  a species  of  intermediate  mer- 
chandize used  for  the  pui*pose  of  facilitating 
indirect  e.xchanges.  Thus  M.  Joseph  Gamier 
( Elements  (T Economic  Politique.  3rd.  edit. 
1856,  p.  14^,  observes  that  direct  barter  ceases 
as  soon  as  nations  emerge  from  the  infancy  of 
civilization.  In  civilized  countries  such  cases 
are  very  rare,  and  in  most,  impossible.  Thus  a 
bookseller  who  has  uothiiig  but  books,  can  but 
rarely  pay  his  baker  or  his  shoemaker  with 
books.  A certain  peculiar  species  of  merchandize 
has  therefore  been  devised  called  money,  which 
the  buyers  of  books  give  to  the  bookseller,  and 
M’hich  he  can  give  again  to  those  who  sell  to  him. 
Thus,  he  says,  barter  is  complicated  by  an  inter- 
mediate exchange.  This  money  men  have 
agreed  to  make  of  silver,  and  of  gold;  and  iu 
, civilized  countries,  the  shoemaker  exchanges  his 
L shoes  for  their  equivalent  in  money,  for  the  pnr- 
' pose  of  again  exchanging  this  mouey  for  a hat, 
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it  may  be.  The  operations  of  the  hatter  are 
similar,  and  tliey  may  be  represented  thus : 


The  slmemaker 
nr^t  exchanges  his  sho&.i  for 
then  exchanges  tlie  money  fin*  a hat; 

M iich  IS  equivalent  to  exchanging  the  shoes  for 
a hat. 

The  liatter 

first  exchanges  a htt  for  mof/ri/, 

then  the  money  fi»r  slioes  ; 

which  reduces  the  oi)eratiou  to  an  exchange  of  a 
hat  tor  shoes. 

II.'IICC,  adojitin"  this  view  of  the  operation, 
we  see  that  the  exchange  has  been  resolved  into 
two  sales;  such  being  tlie  name  of  the  trans- 
aetion  when  one  and  not  both  of  the  (inantities 
exchanged  is  money.  J.  B.  Say  very  aittly  said 
that  a sale  is  half  an  exchange.  It  is  also  what 
IS  called  cirrulfitioji ; and  money  is  called  the 
eirculating  medium,  because  it  enaliles  commodi- 
ties and  other  things  to  circulate  without  au 
oxehange. 

XoAv,  the  two  views  we  have  presented  of  the 
natui'e  ot  money  are  by  no  means  contradictory  ; 
and  as  long  as  the  circulating  medium,  or  pledge 
lor  liiture  services,  consisted  of  a material  sub- 
stance like  specie,  it  would  be  not  of  the  least 
consequence  which  definition  wa.s  adopted.  Rut 
it  h:ipj>ens  that  in  modern  times  a circulatiu"- 
medium,  or  pledge,  of  a totally  ditterent  natures 
and  which  is  not  formed  of  any  material  sub- 
stance whatev'er,  but  is  a mere  promise  to  iiat", 
and  winch  is  called  credit,  has  come  into  use  and 
so  greatly  exceeds  the  quantity  of  money,  that 
the  most  moderate  computations  reckon  it  at  at 
mast  ten  times  the  quantity  of  metallic  currency, 
isuw,  as  we  shall  shew  that  this  credit  performs 
exactly  the  same  tuuctions  as  money,  it  is  of 
course  of  the  same  general  nature  as  moiiev. 
Rut  it  would  manifestly  be  a ratlicr  startliii"' 
stretcli  of  language  to  say  tliat  ci-edit  was  an 
Intel  mediate  lucrcliaiidize  and  an  equivalent  to  i 
commoditie.s.  i 

e shall  now,  therefore,  show  why  the  con- 
ccptioii  of  money  being  a ])Iedgc  for  a future  ex-  I 
diaiige,  is  mure  fundamental  ami  more  general  ' 
than  that  ol  its  being  an  intermediate  mer-  i 
chandize.  i 

AVe  have  already  observed  that  the  moiiev  ' 
which  is  given  to  make  a balance  on  an  unc(|iiai  i 
exchange  of  services,  and  to  be  a i»Iedge  that 
the  owner  of  it  may  obtain  what  he  waiiSj  when 
he  plea-ses,  is  a sej)aratc  and  independent  article 
of  exchangeable  jiroperty.  Jt  is  exchangeable  ' 
for  other  things,  but  does  not  rejtreseiit  tliem.  I 
The  qinintity  of  money  is  manifestly  to  I)e  coimtcd 
cmnulalh  ely  to  other  things,  although  it  is  of  no 
sort  ol  use  except  as  being  able  to  purchase 
thrill.  Aow  the  debtor  need  not  give  a general 
pledge  like  money,  if  the  creditor  is  willing  to 
accept  one  of  a ditiereiit  sort. 

JSujiposiag  that  on  au  niicqnal  exchange  lakiji"- 
place,  the  delitor  owes  lOibs.  of  tea,  then” 
instead  of  giving  money,  he  mav  give  his 
simple  proniise  to  pay  iOlbs.  of  tea,  when  re- 
(juiied.  Xow,  it  is  clear  that  here  we  have  a 
]>ledge  to  render  a future  ser\  iee  when  reiiuired. 
And  this  jiledge  may  be  passed  from  liaml  to 
hand  like  money  among  those  who  choose  to  take 
it.  And  as  it  can  be  exchanged  for  lOlbs.  of  tea, 


I It  IS  manifestly  of  the  vohe  of  lOllis.  of  tea.  Rut 
I It  is  not  an  appropriation  of  any  specific  lOIbs 
I of  tea.  It  is,  therefore,  a pledge  of  the  same 
nature  as  money,  and  a separate  and  indejien- 
! dent  article  of  property,  just  as  monev  is.  Kow 
I this  species  of  property  is  called  Ckkoit,  because 
I the  ownrr  of  this  pledge  only  believes  that  he 
I can  exchange  it  for  the  tea. 

Now,  as  we  steadily  adliere  to  the  meaning  of 
\ aliie  that  it  is  the  thing  for  which  anything  can 
be  exchanged,  it  manifestly  follows  that"  the 
ca/fifi  of  a ph'dge  or  promise  to  pay  anvthiug,  is 
the  thing  promised. 

^ I he  va/ue  of  a pledge  or  promise  to  pay  £50 
13  the  £50.  ^ ’ 

1 he  ra/ue  of  a pledge  or  promise  to  give  lOlbs. 
of  tea,  is  the  lOIbs.  of  tea. 

The  vrdne  of  a pledge  or  promise  to  cut  a man’s 
hair,  13  the  cutting  of  the  hair. 

d he  va/f/e  of  a ])Iedge,  or  promise  to  carry  a 
letter,  is  the  carriage  of  the  letter. 

Now,  each  ol  these  pledges  or  ]>romises  is  of 
course  only  of  the  value  of  the  particular  thiiin- 
specified  or  promised  ; and,  therefore,  each  ol* 

! them  is  only  particular.  And  it  may  also  happim 
tliat  the  i-ersou  who  has  engaged  to  fulfil  these 
several  promises  may  be  niiable  to  do  so,  and  tlien 
of  course  the  promise  loses  its  value.  Therefore, 
the  value  of  the  promise  is  precarious  as  well  as 
pai  ticular,  but  that  does  not  alfect  its  indepen- 
dent exisb  lice.  ^ 

Now,  money  is  manifestly  nothing  whatever 
but  an  aggregate  of  all  these  particular  and  pre- 
carious value.s.  Recause  it  is  a ])Iedge  that  every 
one  will  answer,  and  consequently  if  any  i>articu- 
lar  person  fails,  there  are  plenty  of  others  who 
Will  supply  his  place. 

Hence  we  see  that  Credit  is  the  name  of  a 
siiecies  of  property  wliich  has  a sopai'ate  and 
iiidependeiit  existence,  and  is  fundamentally  of 
the  same  nature  as  money.  Jt  is  the  representa- 
tive  of  Debt.  This  credit  may  be  exchanged 
I or  bought  and  sold  precisely  in  the  same  wav  as 
I Hioney  itself.  lienee,  mniiifestly,  iMoiiey  ami 
I Cl  edit  together  constitute  the  cf^rre/uy  or  c/rcu- 
I medium,  that  is  they  eiinallv  cause  commo- 
' dities  to  circulate  without  the  necessity  of  an 
I exchange. 

j Hence  we  see  that  the  currena/  or  circulativ^r 
medium  is  the  name  of  a certain  species  of 
i economic  quantities.  Rut  as  any  economic  quan- 
tity whateyrr  may  bo  used  so  as  to  produce  a 
profit,  it  follows  that  the  economic  quantifies 
called  the  currency  may  be  used  to  pnaluce  a 
profit,  ami  .-o  they  may  become  capital.  How 
credit  may  lie  used  as  caiutal  is  fully  develoiieil 
iimhT  Cki:dit.  ^ 

Tlie  only  real  dilliculties  that  have  caused 
perplexity  in  com])rcIiendiug  the  nature  of  credit, 
have  aiisen  from  the  apparent  subtlety  that  the 
promise  to  a thing  h;us  an  indei>emlenL  and 
separate  t!xi."tence  from  the  thing  promised.  Rut 
the  preceding  explanalions  liavc,  wc  Impe, 
cleared  up  any  doubt  ou  that  point,  ami  any  one 
who  sees  thai  he  can  buy  tilings  as  well  with  a 
bank  note  as  with  money,  can  have  no  doubt 
about  it.  'J'he  second  diliicalty  is  somewhat 
more  specious,  and  has  arisen  from  the  false 
views  ot  value  which  have  been  so  prevalent. 
Every  one  can  sec  that  money  lias  value.  Now, 


the  reason  given  for  that  by  the  followers  ol' 
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Smith  and  Ricardo,  is  that  labor  ha.s  been 
bestowed  on  producing  it.  And  when  they  see 
that  a piece  of  paper  has  cost,  cominiratively 
s])eakingiio  labor,  they  ridicule  tlie  mition  of  its 
having  value.  Rut  in  tlie  first  place  the  value  of 
the  money  does  not  consist  iu  the  labor  it  has 
cost,  but  in  the  things  it  will  buy,  ami  in  the 
second  place,  it  is  not  the  paper  itself  which  has 
tlie  value,  but  the  right  residing  in  the  person  of 
its  owner.  'I'lie  paper  is  merely  the  evidence  of 
the  right.  I’lie  right  is  equally  valid  though  it 
merely  exists  in  a verbal  and  invisible  form,  and 
is  equally  transferable  from  hand  to  hand.  Rut 
for  the  sake  of  convenience,  ami  to  avoid  disputes, 
and  to  jireserve  its  certainty,  the  evidejice  of  it  is 
recorded  on  paper,  which  gi'eatly  facilitates  its 
negotiability.  And  the  value  of  this  right  is  the 
thing  promised,  Just  in  the  same  way  as  the 
value  of  money  is  the  thing  purchased. 

Should  there  be  any  difiieulty  in  seeing  this,  it 
will  be  further  diminished  by  considering  a species 
of  currency  which  was  formerly  issued  in  enor- 
mous (piantities  by  tradesmen,  when  there  was  a 
scarcity  of  legal  currency.  These  were  tokens, 
which  were  not  promises  to  pay  any  siiccific 
thing,  but  a general  promise  to  give  out  of  the 
tradesman’s  general  stock  anything  of  a certain 
value.  Now  it  is  clear  that  this  token  was  a 
separate  exchangeable  article  of  property,  quite 
di.stiiict  from  any  particular  goods;  and  yet  it 
manifestly  represented  a debt  of  the  tradesman’s, 
Infuse  he  only  issued  them  in  cxcliangc  for 
some  service  rendered.  They  were  only  a sub- 
stitute for  the  Royal  coin.  They  circulated  in 
the  neighbourhood,  because  the  people  believed 
that  tlie  original  issuers  were  able  to  give  their 
value  in  goods  at  any  time.  They  were  mani- 
festly only  an  inferior  form  of  money,  and  they 
must  have  had  an  independent  existence  as  much 
iv.s  money. 

Postage  stamps  are  a rude  form  of  currency. 
They  arc  a right  to  demand  the  Postmaster- 
General  to  carry  a letter.  And  the  carriage  of 
the  letter  is  tlicir  value.  lint  as  most  persons, 
nowa<lays,  want  to  write  letters,  postage  stamjis 
ai*e  universally  received  as  small  change.  Ami, 
as  a late  Act  declares,  that  they  shall  be  ex- 
changeable for  money  at  any  Post  Oliice,  they 
are  now  to  all  intents  and  purposes  penny  bank- 
notes. Tfiese  ]iostage  stauijis  are  evidently  a 
liarficiilar  form  of  Government  credit,  and  no 
one  doubts  that  they  are  separate  ami  exchange- 
able property  over  and  above  other  ]u*operty. 

Jt  is  further  manifest  that  it  can  make  no  dilTer- 
ence  in  the  nature  of  the  pledge,  whether  it  is 
made  payalde  ou  demand,  or  at  a certain  date 
alter  its  issue.  There  may  be  certain  iiicoii- 
vi'iiiences  attached  to  it,  which  may  diminish  its 
ItrcsiMit  value,  but  it  is  manifest  that  it  in  no  way 
alters  its  fuiulamental  naUire  as  a pledge,  whether 
it  be  redeemable  six  months  hence,  or  three 
months  hence,  or  on  demand.  Hence,  all  species 
and  forms  of  credit  must  be  included  under  tlie 
category  of  the  Currency,  or  Circulating  Medium, 
because  their  essence  is,  not  that  they  shall  be 
payable  on  demand,  but  that  they  circulate  com- 
modities, or  other  things. 

'I’lie  observations  contained  in  the  preceding 
paragrajihs  show  that  the  idea  of  “currency”  is 
quite  independent  and  essentially  distinct  from 
that  which  we  usually  call  “money,”  regarded  as 


an  intermediate  and  equivalent  merchandize.  Tt 
is  quite  pos.sibIe  to  have  a currency,  even  though 
its  most  useful  and  general  form,  money,  liad 
never  been  thouglitof.  If  transactions  take  place 
between  individuals,  it  is  scarcely  possible  to 
imagine  that  there  should  not  l>c  debts,  or  balances 
of  services,  due,  aidsing  between  tliem,  and  tliis 
is  the  basis  of  a currency.  Rut  it  does  not  neces- 
sarily follow  that  there  must  be  money.  If  the 
way  of  coiidueting  commerce  by  way  of  money 
had  never  been  invented,  a grocer  and  a wine 
merchant  might  trade  with  each  other.  If  they 
had  agreed  that  a bottle  of  wine  and  a pound  of 
tea  slioiild  be  considered  as  equivalents,  the 
grocer  might  purchase  a bottle  of  wine,  and,  if 
the  wine  merchant  wanted  more  or  less  tlian  a 
pound  of  teig  he  might  let  the  grocer  have  the 
wine,  upon  his  giving  his  promise  to  pay  the  tea 
when  required.  And  this  note  would  be  made 
transferable,  and  pass  through  a hundred  diliereiit 
hands  before  the  owner  of  it  demanded  tea.  It 
Avould  perform  exactly  the  same  function  as 
money  in  circulating  goods.  It  would,  therefore, 
be  enrroney,  but  it  would  not  be  money  in  the 
sense  of  being  an  intermediate  and  equivalent 
merchandize.  Money  has,  no  doubt,  enormous 
advantages  over  such  a currency,  but  these  ad- 
vantages are  purchased  at  a very  heavy  cost; 
and  in  modem  time.s,  whenever  public  distress 
began  to  be  severe,  the  luxury  of  a metallic  cur- 
rency is  one  of  the  first  to  be  dispensed  with. 
The  true  nature  of  a currency  is  revealed  as 
soon  as  gold  and  silver  disappear.  Tliis  is  well 
exemplified  in  America  at  the  present  moment, 
where  private  tickets  of  all  sorts  have  superseded 
specie.  Instead  of  money,  people  have  now  their 
pockets  filled  with  bread  tickets,  and  milk  tick- 
ets, and  railroad  tickets.  If  a man  goes  to  get 
his  hair  cut,  and  ti-nders  a dollar,  he  cannot  get 
change,  but  he  receives  so  many  tickets  promising 
to  cut  his  hail*  so  many  times. 

The  metallic  currency  is  termed  Money,  and 
the  paper  currency  of  all  sorts  is  termed  Secu- 
rity FOR  Money.  These  securities  lor  money, 
or  the  paper  currency,  arc  divided  into  two 
general  spi'cies ; first,  promises  to  pay  money, 
called  Rkomissory  Notes  ; and  secondly,  orders 
to  pay  money,  called  Rills  of  Exchange.  Each 
of  these  general  divisions  again  is  subdivided  into 
several  varieties,  which  are  lully  treated  of  under 
Rank  Note;  Rill  of  Exchange;  Cheque; 
Credit;  Deposit;  Promissory  Note. 

The  name  of  Currency,  as  we  have  seen,  i.s 
given  to  something  which  is  used  as  a pledge  to 
denote  the  power  its  owner  has  of  commanding 
services.  Every  transfer  denotes  an  operation, 
because  it  is  evident  that  in  commerce  every 
transfer  of  currency  necessarily  involves  the 
transfer  of  something  else.  The  amount  of  the 
Slim  total  of  all  the  transferences  of  tiie  Currency 
which  takes  place,  is  prui>erly  called  the  Cikcu- 
i.ATioN.  Hence  a single  ]nece  of  money  may 
add  considerably  to  the  circulation,  for  every 
time  it  is  transferred  it  is  an  addition  to  the 
circulation,  though  it  is  no  increase  of  Cur- 
rency. AVe  may  observe  that  the  same  con- 
fusion of  ideas  has  attected  the  use  of  the  word 
circulation  as  that  of  currency.  It  is  generally 
used  as  synonymous  with  money  and  bank 
notes,  and  more  particularly  the  latter.  Thus 
the  number  of  notes  issued  by  the  Rank  of 
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England,  or  any  other  bank,  is  frequently  called 
its  circulation.  This  of  course  is  manifestly  the 
same  confusion  of  idea  that  calls  money  which  is 
current,  the  currency.  It  is  as  great  a confusion 
of  idea  as  to  call  a wheel  a rotation.  It  is  clear 
that  money  and  the  circulation  do  not  bear  any 
fixed  relation  to  each  other,  for  there  may  be  a 
large  amount  of  money  in  a country,  vet  if  the  in- 
dustrial operations  be  few,  tiiere  will  be  a small  cir- 
culation ; on  the  other  hand,  there  may  be  a small 
amount  of  money,  yet  if  the  people  be  active  and 
industrious,  it  will  pass  frequently  from  hand  to 
hand,  and  there  will  be  a large  circulation. 

When  transactions  take  place  between  indivi- 
duals, if  the  interchange  be  of  things  of  a like 
nature,  as  currency  for  currency,  or  commodities 
for  commodities,  it  is  called  an  Exchange,  or  in 
the  case  of  commodities,  frequently  Barter. 
Thus  we  speak  of  the  Foreign  Exchanges,  or  the 
value  of  the  currency  of  one  country  in  terms  of 
the  currency  of  another;  or  we  ask  for  the 
change  {i.e  , the  'change  or  exchange)  of  a £6 
note,  or  a sovereign;  so  we  speak  of  exchanging 
a picture  for  a statue,  or  one  book  for  another 
AVhen  the  interchange  is  of  things  of  an  unlike 
nature,  such  as  currency  for  commodities,  it  is 
called  a Saee,  and  the  one  who  gives  currency  is 
said  to  buy  the  commodities,  and  he  who  gives  the 
commodity  is  said  to  Sei.l  it.  Thus  we  buv  a 
horse  or  a house  with  money  ; so  a!i  officer  bu^a 
a commission  in  the  army,  but  he  exchanges  from 
one  regiment  to  auother.  So  in  Lear,  when 
Albany  throws  down  his  glove  to  tlie  traitor 
Edmund,  the  latter,  throwing  down  his  own, 
replies  “There's  my  exchange,"  meaning,  like 
for  like.  So,  in  Hamlet,  Laertes  says — 

“ Exchange  forgiveness  with  me,  noble  Hamlet" 

The  quantity  of  the  currency  given  for  the  com- 
moiiity  is  called  its  Price,  and  when  the  buyer 
of  the  goods  transfers  their  stipulated  price  to 
the  seller,  lie  is  said  to  Pay  for  them. 

The  subtle  question  whether  if  a ffiir  exchange 
of  goods  were  substituted  for  the  payment  of 
money,  it  was  to  be  considered  as  a sale,  was 
warmly  debated  for  150  years  by  the  two  famous 
sects  of  Roman  Lawyers,  the  Proculians  ami  the 
Sabiniaus,  from  the  time  of  Augustus  to  that  of 
Hadrian.  Both  parties  appealed  to  Homer  iii 
support  of  their  views,  but  the  npinion  of 
Pnxrulus  finally  prevailed,  that  a sale  and  an 
exchange  were  operations  c.ssentialiy  distinct  in 
their  nature.  This  was  confirmed  by  the  Em- 
perors Diocletian  and  Maximian,  and  was  ratified 
by  Justinian  (Institute.s  L.  iii.  c.  24 J.  The  con- 
clusion was  just,  though  the  reason  assigned  for 
it  was  scarcely  satisfactory,  “that  in  the  ex- 
change of  two  things  it  can  never  appear  which 
has  been  sold,  and  w'hich  has  been  given  as  the 
l>rice  of  the  thing  sold,  and  it  is  contrary  to 
reason  that  each  should  appear  to  have  been  sold, 
and  that  each  should  appear  to  have  been  given 
as  the  price  of  the  other."  It  would  rather  ap- 
j>ear  that  when  we  exchange  one  commodity  for 
am>ther,  we  exchange  one  whose  useful  qualities 
are  known,  for  another  whose  useful  qualities  are 
also  known  ; tliat  is,  we  exchange  two  things 
which  are  acknowledged  to  be  equivalents.  But 
the  curreucy  represents  an  abstract  quality,  or 
right.  Ill  changing  a commodity  fur  currency 
we  commute  a known  aseful  qnaJitv  for  an 


abstract  right ; that  is,  we  give  a commodity,  and 
receive  in  return  only  the  power  of  obtaining  an 
equivalent;  or  we  exchange  something  that  is 
definite,  for  another  that  is  indefinite,  two  opera- 
tions which  are  essentially  distinct,  and  it  is 
better  to  appropriate  different  expressions  to 
operations  of  a different  nature. 

AVc  must  carefully  observe  that  the  word 
currency  is  a complex  term  involving  two  simple 
ideas,  and  we  must  resolve  it  into  them.  From 
Its  first  representing  a debt,  its  fundamental  idea 
was,  that  it  was  something  that  denoted  power 
of  demanding  services,  and  secondly,  it  also 
passed  from  hand  to  hand  itself.  Of  these  two 
ideas  it  must  be  especially  observed  that  the 
former  is  the  fundamental  idea,  but  it  has  re- 
ceived its  name  from  the  latter.  Resolved  into 
its  elementary  ideas,  it  is  therefore — 

1.  That  which  circulates  commodities,  See., 

i.  e.,  which  causes  commodities,  &c.,  to  circulate 
where  circulates  is  an  active  verb.  ’ 

2.  ^ That  which  circulates  itself,  where  circu- 
lates is  a JU  Hter  verb. 

From  the  first  of  these  ideas  it  has  acquired  a 
name  in  modern  times  significative  of  its  quality, 

viz.,  CiRCUCATING  MeDICM.  ' 

The  amount  of  the  currency  or  circulating 
medium  iu  any  country,  is  the  aggregate  amount 
of  it  belonging  to  every  individual.  Now,  what- 
ever represents  the  amount  of  debt  due  to  any 
individual,  over  and  above  his  possessions  in 
commodities,  in  whatever  form  that  debt  may 
be  recorded,  whether  metal  or  paper,  or  whether 
It  exist  simply  as  a debt,  is  the  amount  of  cur- 
rency belonging  to  him.  AYhatever,  therefore, 
confers  the  power  of  demanding  services  or 
commodities,  or  professes  to  confer  the  power  of 
demanding  1 hem,  is  the  curreucy  or  circulatimr 
medium  of  any  single  person,  and  inclndes,  nut 
only  Hie  current  coin  of  the  realm,  but  all  its 
substitutes  i>f  every  description,  and  whatever 
else  represents  or  displaces  it.  Adojiting  this 
definition  wo  may  enumerate  the  difierent  species 
of  it  as  follows : — 

1.  Coined  money;  gold,  silver,  and  copper. 

2.  The  paper  currency— including  promissury 
notes  and  bills  of  exchange,  with  all  their 
varieties. 

_ 3.  Simple  debts  of  all  sorts,  such  as  credits 
III  bankers  books,  called  de|iosits,  book  debts  of 
traders,  and  private  debts  between  individnals. 

It  is  certainly  true  that  some  of  these  descrip- 
tions of  currency  are  more  eligible  and  secure 
than  others,  and  perform  the  same  duties  with 
different  degrees  of  advantage.  The  metallic 
currency  rests  upon  the  credit  of  the  state,  that 
It  IS  of  proper  weight  and  fineness,  ami  the 
universal  readiness  of  people  to  receive  it  in 
return  for  services.  Bai»er  cuirency,  in  this 
country  at^  least,  rests  entirely  upon  private 
Cl  edit,  and  is  ot  all  possible  degrees  of  security, 
troiii  a Bank  of  England  note  down  to  a private 
I.  O.  U.  There  are  several  different  kinds  of 
paper  currency  possessing  more  or  less  of  circu- 
lating power;  but  all  these  different  do.scriptions 
of  currency,  though  more  or  less  eligible  and 
secure,  represent  but  one  fundamental  idea— 
Dejit.  From  these  cou.siderations  it  follows 
that  the  amount  of  currency,  or  circulating 
medium  in  any  country,  is  the  snvi  total  of  ail  the 
debts  due  to  every  individual  in  it. 
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It  is  most  particularly  to  be  observed  that  it  is 
the  essential  quality  of  currency  that  it  is  a 
general  charge  of  debt  on  the  person  of  the 
debtor,  or  obiigant,  and  is  not  a title  to  any 
specific  goods.  In  all  cases  whatever,  it  involves 
the  idea  of  personal  liability.  Thus,  when  we 
snp])o.se  a wine  merchant  to  take  a grocer’s 
in-omise  to  pay  so  much  tea  when  reiiuired.  in 
return  for  the  wine  he  lets  him  have,  it  must  be 
distinctly  remembered  that  this  is  only  a general 
])ower  to  demand  so  much  tea,  and  not  a parti- 
cular appropriation  of  any  specific  quantity  of 
tea.  The  whole  of  the  grocer’s  stock  of  tea 
remains  his  own  property  until  the  demand  is 
made  upon  him  for  payment;  consequently  he  can 
sell  or  di.spose  of  it  all  if  he  pleases,  which  he 
could  not  do  if  any  particular  part  were  set  aside 
as  the  property  of  another  person,  and  he  was 
^ merely  the  keeper  of  it. 

This  distinction  is  of  the  utmost  importance, 
and  it  serves  to  shew  that  transferability  from 
hand  to  hand  is  not  the  fundamental  conception 
of  a currency.  There  are  certain  commercial 
documents  which,  so  far  as  negotiability  is  con- 
cerned, bear  a resemblance  to  bills  of  exchange, 
and  are  by  many  supposed  to  be  of  the  same 
nature.  These  are  dock  warrants  and  bills  of 
lading.  Their  nature  is  so  fully  explained  under 
Biel  OF  Exchange  ; Biel  of  Laoing  ; Credit; 
pd  Dock  Warrant;  that  we  need  not  repeat 
it  here.  Wc  need  only  observe  that,  by  their 
very  nature,  bills  of  lading  and  dock  warrants 
can  never  exceed  in  quantity  the  property  they 
represent;  but  bills  of  exchange,  and  other 
H instruments  of  credit,  enormously  exceed  the 
quantity  of  coin  in  the  country,  because  they  are 
only  a promise  that  the  debtor  shall  pay  them  in 
money  if  demanded  at  some  given  time,  and  so 
, the  same  coin  may  discharge  an  iufiuite  number 

^ of  bills  of  exchange  in  succession. 

Every  one  now  can  pe,  we  hope,  tliat  a simple 
abstract  pledge,  or  right  to  command  some- 
thing, is  a separate  and  distinct  article  of  pro- 
perty from  the  thing  itself,  and  may  be  trans- 
ferred separately  and  independently  of  anytliing 
else,  and  is,  therefore,  by  virlue  of  our  funda- 
iiieiital  axiom,  an  Economic  (Quantity.  Now 
these  pledges,  or  rights,  or  debts,  being  pur- 
chaseuble  separately,  may  be  bought  with  other 
pledges,  or  rights,  or  debts.  Thus  a debt  inav 
be  bought  by  creating  another  debt.  Just  in  the 
same  way  as  there  are  money  changers  for  ex- 
changing one  species  of  coin  for  another,  so  there 
are  debt  changers,  whose  express  business  it  is 
to  buy  debts  by  creating  other  debts,  or  to  ex- 

i change  one  species  of  debt  for  another.  These 
arc  bankers.  Commercial  debts  are  an  enor- 
mous siiecies  of  property,  but  tiiey  are  in  general 
not  very  well  adapted  for  general  circulation, 
except  in  a tew  cases;  and  it  is  the  express 
business  of  bankers  to  buy  these  commercial 
debts  by  creating  others  of  greater  convxnieiice, 
and  better  adapted  for  general  circulation.  The 
mechanism  of  this  system  is  fully  exjdained 
under  Bank  and  Cuedit.  And  a point  of  some- 
what subtle  nature  has  arisen  from  these  trans- 
actiuiis.  it  is  clear  that  as  it  is  the  business  of 
bankers  to  buy  debts  by  creating  others,  there 
'vill  constantly  arise  a state  of  mutual  obligaiiun ; 
each  party  will  hold  some  of  tlie  other’s  pledges. 

FART  VII.  VOE.  I. 


Now,  It  is  supposed  by  many  that  when  such  a 
state  of  things  takes  place,  the  mutual  debts 
should  be  set  off  against  each  other,  and  as  each 
})arty  owes  and  possesses  the  same  sum,  that  the 
two  amounts  cancel,  the  result  is  zero,  and  the 
effect  is  just  the  same  as  if  neither  of  these 
debts  existed.  But  it  is  quite  clear  that  this  is  an 
erroneous  method  of  stating  the  question.  A custo- 
mer takes  a bill  to  be  discounted  by  his  banker, 
who,  we  may  say,  lives  in  the  country,  and  issues 
his  own  notes.  Tlie  bill  arose  out  of  a commer- 
cial transaction,  and,  therefore,  has  circulated 
commodities.  Jt  is  then  discounted  by  the  banker, 
who  buys  it  by  creating  auother  debt,  either 
in  the  form  of  a deposit,  or  a bank  note.  Here, 
then,  is  a new  property  created,  with  which 
tlie  customer  may  go  into  the  market  and 
buy  fresh  goods.  But  it  is  by  no  means  un- 
common in  the  country  for  bankers  to  re-issue 
the  bills  they  discount,  with  their  own  indorse- 
ments. Here,  therefore,  are  two  circulating  or 
exchangeable  quantities,  each  operating  indepen- 
dently of  the  other.  Hence  it  is  quite  clear  that 
there  are  two  existing  economic  quantities,  and 
while  they  continue  to  exist  and  circulate  sepa- 
rately, they  must  each  be  reckoned  as  an  inde- 
pendent quantity.  It  may  be,  that  after  a certain 
time,  when  the  bill  becomes  ]tayable,  the  acceptor 
of  it  may  pay  it  in  the  banker’s  notes,  and  then 
if  it  be  in  his  hands  there  will  be  a mutual  re- 
lease or  extinguishment  of  debts,  which  will  then 
each  cease  to  exist.  But  until  this  is  done,  they 
are  each  of  them  economic  quantities  as  much  as 
any  others. 

We  may  as  well  take  this  opportunity  of  re- 
ferring to  the  article  on  Credit,  § 241-247,  where 
we  have  shewn  that  J.  B.  Say,  who  is  the  writer 
to  whom  most  of  tlie  modern  confu*ioii  ou  the 
subject  of  Credit  is  due,  expressly  admits  the 
iiidcpeiideiit  existeuce  of  debts,  or  credit,  as  valu- 
able property,  and  classes  it  under  the  title  of 
^Vealth,  and  says  that  bills  and  notes  have  a 
present  value,  and  may  be  made  exactly  of  the 
same  value  as  a sum  of  money,  and  used  jtre- 
cisely  in  the  same  way,  aud  furtliermore  calls  it 
Capital.  In  § 248-257  we  have  shown  that  Mr. 
Mill  over  and  over  again  treats  Credit  as  inde- 
pendent exchangeable  property,  which  is  of  the 
value,  and  may  perform  all  the  functions  of 
money.  And  yet  these  two  writers  ridicule 
those  who  say  that  Credit  is  Capital. 

It  is  a matter  of  considerable  interest  to  dis- 
cover what  are  the  proportions  which  credit  and 
money  bear  to  each  other  in  modern  commerce. 
The  difficulties,  however,  which  prevent  private 
inquirers  arriving  at  any  reliable  information  are 
very  great,  and  those  opjiurtunities  which  are 
])resented^  by  rarliamentary  iucpiiries  into  Com- 
mercial Crises  are  very  rarely  made  use  of  for 
any  but  tlieir  immediate  purpose.  In  the  Report, 
however,  of  the  Committee  of  the  House  of  Com- 
mons ou  the  Commercial  Crisis  of  1 8.57,  there 
occurs  a ver\*  interesting  statement,  made  by  Mr. 
Robert  Slater,  the  managdiig  partner  of  the  great 
house  of  Morrison,  Dillon,  mid  Co.  Having 
analysed  the  operations  of  the  house  for  the  year 
1856,  he  gave  ill  the  following  statement  a.s  shew- 
ing the  proportions  iu  which  each  million  of  j>ay- 
meiits  and  receipts  were  made  in  money,  bank- 
notes, aud  other  iustrumeuts  of  credit : — 
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RECEIPT?, 

X £ 

In  Bankers*  Drafts,  and  Mercantile 


Bills  of  Exchange,  payable  after 

date  533,596 

In  Cheques  on  bankers,  &c.,  payable 

on  demand 357,715 

In  Couutrj’  bankers’  notes 9.627 

900,938 

In  Bank  of  England  Notes 68.554 

In  Gold  28.089 

In  Silver  and  Copper  1.486 

In  Post  Office  Omers  9^33 

99,062 


£l,0(X),0n0 


PATMENTS. 

X X 

By  Bills  of  Exchange,  paj'able  after 


date  302.674 

By  Cheques  on  London  Bankers  ...  6(>3.672 

9f>6,346 

By  Bank  of  England  Notes  22.743 

By  Gold  9.427 

By  Silver  and  Copper 1.484 

33,6.54 


£1,000,000 


Here  we  have  it  shewn  that  hi  this  great  house, 
which  there  is  no  reason  to  suppose  we  may  not 
consider  a fair  representative  of  commerce  in 
general,  it  appears  that  in  receipts,  gold  and 
silver  only  entered  to  the  extent  of  3 per  cent., 
and  Dank  of  England  notes  to  the  amount  of  less 
than  7 per  cent.;  the  remaining  90  per  cent, 
being  entirely  in  credit.  Of  the  payments,  gold 
and  silver  were  only  1 per  cent.,  and  bank  notes 
2 per  cent.,  the  remaining  97  per  cent,  being 
effected  by  pure  credit.  In  Scotland  specie 
enters  even  in  a far  less  degree  iuto  payments. 
This  will  give  some  idea  of  the  stupendous  power 
of  credit  in  this  country. 

The  Opinions  of  various  Writers  on  the  Nature 
and  Extent  of  the  Currency. 

Within  the  last  thirty  or  forty  years  strong 
differences  of  opinion  have  manifested  themselves 
among  economists  as  to  the  nature  aud  extent  of 
the  currency.  It  may  be  said,  we  think,  that 
these  discordances  have  arisen  from  writers  not 
well  ascertaining  the  true  philosophical  import 
of  the  terms  they  use.  We  shall  now  place 
before  our  readers  the  opinions  of  various  persons 
of  eminence  on  the  subject.  Whenever  we  clearly 
understand  that  the  true  function  of  the  currencyy 
or  circulating  mediuniy  is  to  circulate  commodities, 
&c.,  i.e.y  to  obviate  the  necessity  of  barter,  or 
exchange,  by  substituting  a pledge  of  future 
payment  of  some  sort  in  place  of  an  actual 
equivalent,  there  can  be  no  reasonable  doubt  but 
that  currency  must  include  money  and  credit  in 
all  its  shapes  and  forms ; and  such  was  the 
opinion  of  speakers  aud  writers  until  a compara- 
tively recent  period,  when  an  influential  sect 
sprung  up,  who  restricted  the  term  currency  to 
money  and  bank  notes  payable  to  bearer  on 
demand,  and  excluded  all  other  forms  of  credit 
from  it. 

We  shall  first  place  before  our  readers  the 
opinions  of  several  writers  who  held  the  former 
opinion,  and  then  examine  the  opinions  of  those 
who  hold  the  latter  view,  and  the  reasons  they 
allege  in  suppor  tof  it. 


The  discussions  on  the  natm*e  of  currency  had 
not  arisen  in  Smith’s  time.  The  name  itself  was 
new.  What  we  call  paper  currency  ho  usually 
calls  paper  money,  which  is  an  error,  the  two  being 
very  different.  But  it  is  manifest  that  he  in- 
cludes all  forms  of  credit  under  the  title  of 
money,  or  curreucy. 

We  hav‘‘  already  shown  under  Credit,  § 231 — 
2.36,  that  Adam  Smith  includes  credit  under  the 
titleof  cai'ital.  He  specifies  money  as  ona  form 
of  circulating  capital,  and  under  the  title  of 
money  he  includes  all  forms  of  paper  credit. 
Thus  he  says,  B.  II.,  c.  ii. — “Money,  therefore, 
the  great  wheel  of  circulation,  the  great  instru- 
ment of  commerce,  like  all  other  instruments  of 
trade,  though  it  makes  a part,  and  a very  valu- 
able part  of  the  capital.”  He  then  speaks  of 
the  substitution  of  paper  for  specie,  aud  says, — 
“ There  are  several  different  sorts  of  paper 
money  [currency] ; but  the  circulating  notes  of 
banks  and  bankers  arc  the  species  which  is  best 
known,  and  which  seem  best  adapted  for  this 
purpose.”  Now',  what  can  the  otlier  species  of 
paper  currency  be,  except  bills  of  exchange,  &c.  ? 
Cheques  had  only  just  begun  to  be  used  in 
London  a few  years  before  the  publicatiou  of  the 
Wealth  of  Nations,  and  the  probability  is  that 
Adam  Smith  had  never  seen  a cheque  when  he 
I wrote  his  work,  but  manifestly  they  are  included 
! under  his  designation.  In  B.  III.,  c.  i.,  he  says, 
— “ The  great  commerce  of  every  civilised  society 
is  that  carried  on  between  the  inhabitants  of  the 
town  and  those  of  the  country.  It  consists  in 
the  exchange  of  rude  for  manufactured  produce, 
either  immediately,  or  by  the  intervention  of 
money,  or  of  some  sort  of  paper  which  repre- 
sents money.”  Now  Avhat  sort  of  paper,  besides 
bank  notes,  does  this  mean,  but  bills  of  exchange 
and  cheques  ? 

The  controversies  about  the  meaning  of  cur- 
rency and  circulating  mediuin  seem  to  have  begun 
about  the  time  of  the  Bank  Restriction  Act,  in 
1797.  In  the  debate  on  that  measure  fFarl. 
Hist,  vol.  xxxiii.  p.  340),  Mr.  Fox  said  that  he 
wished  “ tliat  gentlemen  instead  of  amusing  them- 
selves with  new  terms  of  circulating  medimn  and 
the  like.”  In  his  reply  Mr.  Pitt  said,  “As  so 
much  had  been  said  on  the  nature  of  a circulating 
medium,  he  thought  it  necessary  to  notice  that  he 
did  not,  for  his  owm  part,  take  it  to  be  of  that  em- 
pirical kind  which  had  been  generally  described. 
It  appeared  to  him  to  consist  in  anything  that 
answered  tlie  great  purposes  of  trade  ami  com- 
merce, wht  tker  in  specie,  paper,  or  any  other  term 
that  might  he  used.''  Hence  we  see  that  Mr.  Pitt 
expressly  included  all  forms  of  Credit  under  the 
terra  Circulating  Medium. 

The  next  writer  we  may  cite  is  Mr,  Henry 
Thomtoii,  one  of  the  authors  of  the  Bullion 
Report.  In  his  Inquiry  mto  the  Nature  and 
Effect'}  of  the  Paper  Credit  of  Great  Britain,  he 
says,  p.  40— “A  multitude  of  bills  pass  between 
trader  and  trader  iu  the  country  in  the  manner 
which  has  been  described ; and  they  evidently 
form,  in  the  strictest  sense,  a part  of  the  circu- 
lating medium  of  the  country.”  And  in  a note 
on  this  passage  he  says — “ Mr.  Boyd,  in  his 
publication  addressed  to  Mr.  Pitt  on  the  subject 
of  the  Bank  of  England  issues,  propagates  the 
same  error  iuto  wliich  many  others  have  fallen, 
of  considering  bills  as  uo  pait  of  the  circulating 


I 


CURRENCT. 


CURRENCY.  659 


4 


medium  of  the  country.”  After  quoting  a pa.ssage  ' debt;  the  payment  of  a bill  of  exchange  is  not 
from  Mr.  Boyd,  which  is  given  below,  he  says — the  discharge  of  a debt  till  it  is  due. 

“It  will  be  seen,  in  the  progress  of  this  work,  ' Q.  78.  Mr.  Smith — “Supposing  this  case  to 
that  it  w'as  necessary  to  clear  away  much  con-  happen,  that  the  same  bill  of  exchange  passed 
fusion  which  has  arisen  from  the  want  of  a through  a banker  s hands  six  times  in  one  day  on 


sufliciently  full  acquaintance  with  the  several 
kinds  of  paper  credit,  and  in  particular  to  remove, 
by  a considerable  detail,  the  prevailing  errors 
respecting  the  nature  of  bills,  before  it  could  be 
possible  to  reason  properly  upou  the  effects  of 
paper  credit.” 

We  may  next  quote  from  a speech  of  the 
Marquis  of  Titehfield,  in  1822,  on  Jlr.  Western’s 
motion  regarding  the  Act  of  1819.  He  said — 
“Economy  of  money  was  by  contrivances  to 
spare  the  use  of  it,  according  to  the  description  , 
of  his  right  honourable  friend,  by  substitutions  I 
for  the  precious  metals  in  the  shape  of  voluntary  | 
credit.  Every  new  contrivance  of  this  kind,  and  < 
every  one  improved,  had  that  tendency.  When  : 
it  was  considered  to  how  great  an  extent  these 
contrivances  had  been  practised,  in  the  various 
modes  of  verbal,  hook,  and  circulating  credits,  it 
was  easy  to  see  that  the  country  had  received  a 
great  addition  to  it'i  currency.  This  addition  to 
the  currency  would,  of  course,  have  the  same  effect  ! 
as  if  gold  had  been  increased  from  the  mines." 
Here,  therefore,  we  see  it  explicitly  stated  that  | 
credit  in  all  its  sliapes  and  forms  was  inde-  j 
pendent  exchangeable  property,  of  the  value  of,  I 
and  producing  the  same  effects  as  gold.  | 

We  may  now  consider  the  opinions  of  those 
writers  who  have  taken  a different  view  of  the  ' 
matter.  ! 

Mr.  Walter  Bovd  is  the  first  that  we  are  aware  , 

V I 

of  who  confined  the  term  currency  to  money  and  j 

bank  notes.  He  says  ( Letter  to  Mr.  Pitt,  p.  ^ J 
— “By  the  words  ‘means  of  circulation,’  ‘circu- 
lating medium,’  and  ‘currency,’  wliich  are  used 
almost  as  synonymous  terms  in  this  letter,  I under- 
stand always  ready  money,  whether  consisting  of 
bank  notes  or  specie,  in  contradistinction  to  bills 
of  exchange,  Navy  bills,  Exchequer  bills,  or  any 
other  negotiable  paper,  which  form  no  pai't  of 
the  circulating  medium,  as  1 have  always  under- 
stood the  terra.  The  latter  is  the  circulator;  the 
former  are  merely  objects  of  circulation." 

A few  traces  of  this  opinion  may  be  discovered 
in  certain  writers  after  this  period;  but  as  this  ; 
view  was  most  prominently  brought  forwai’d 
before  the  Committee  of  1840,  we  may  pass  at 
once  to  that.  i 

Mr.  J.  B.  Smith,  President  of  the  Chamber  of 
Commerce  of  Manchester,  said  that  he  thought 
Circulation  aud  currency  were  the  same  (Q.  40)  ; 1 
that  deposits  were  curreucy,  which  was,  iu  fact, 
another  word  for  liabilities. 

Q.  70.  Mr.  O'Connell — “There  is  another 
description  of  paper  in  circulation,  namely,  bills 
of  exchange ; do  you  include  those  also  in  your 
description  of  the  currency? — 1 do  not  cou&ider 
bills  of  exchange  as  currency. 

Q.  71.  “ What  is  the  difierence  between  a bill 
of  exchange  which  is  passing  from  hand  to  band 
and  commanding  property  iu  return  for  it,  and  a ' 
bank  note  which  is  performing  the  same  functions,  | 
supposing  each  to  be  for  £100? — 1 consider  a i 
bill  of  exchange  to  be  a debt.  j 

Q.  72.  “ Is  not  a bank  note  a debt  ? — The  dif-  ! 
fereuce  between  a bill  of  exchange  and  currency  | 
would  be  this,  that  currency  would  discharge  the 


the  account  of  different  jiersons  liaving  accounts 
with  this  bank,  should  you  not  say  that  that  bill 
j of  exchange  discharged  the  functions  of  curreucy? 

— It  is  a mere  transfer,  after  all,  from  hand  to 
! hand,  with,  every  time  it  is  endorsed,  an  additional 
security. 

Q.  79.  “ Supposing  it  not  to  be  endorsed,  can 
you  point  out  the  difference  between  that  and  a 
Bank  of  England  note?— The  difference  between 
a Bill  of  Exchange  and  a Bank  of  England 
note  in  any  transaction,  is,  that  a Bill  of  Ex- 
change is  a debt,  aud  it  continues  a debt  till  it  is 
discharged  by  a Bank  of  England  note,  or  by 
some  other  currency,  which  is  a full  discharge  of 
the  debt. 

Q.  80.  Sir  R.  Peel — “AVhat  does  a Bank  of 
England  note  profess  upon  the  face  of  it ; is  it 
not  ‘ I promise  to  pay?’ — Precisely  so. 

Q.  81.  “Is  not  that  evidence  of  a debt? — 
Certainly,  but  it  is  legal  tender. 

Q.  82.  “ Supposing  a law  were  passed  per- 
mitting a gold  circulation  to  continue,  and  pro- 
hibiting the  issue  of  notes  by  the  Bank,  do  you 
not  think  the  measure  whidi  traders  would  resort 
to,  would  be  to  supply  the  deficiency  by  Bills  of 
Exchange? — It  is  probable,  it  might  be  so. 

Q 83.  “ Would  not  they  answer  the  purposes  of 
Currency  ?— Bills  of  Exchange  do  nut  perform 
the  functions  of  Currency,  but  they  are  instru- 
ments by  which  commodities  are  exchanged, 
equally  with  every  other  mode  of  Credit,  but 
requiring  money  for  theii*  discharge. 

Q.  84.  “Though  there  is  a difference  in  the 
nature  of  the  transactions  between  the  issue  of  a 
note,  payable  on  demand,  and  the  passing  of  a 
bill  of  exchange,  is  there  any  substantial  Uiffer- 
^ ence  in  their  sensible  effect  on  the  currency  of  the 
' country?  — I do  not  tliink  that  Bills  of  Ex- 
I change  affect  the  Currency,  though  the  Currency 
has  a very  important  influence  on  Bills  of  Ex- 
' change. 

Q.  87.  “Do  not  you  recollect,  that  during 
the  Bank  restriction  law,  there  did  not  remain  a 
circulation  of  Bank  of  England  notes  in  parts  of 
Lancashire  for  the  dischai’ge  of  small  payments, 
but  that  in  point  of  fact,  the  great  commercial 
transactions  of  Lancashire  were  earned  on  by  the 
intervention  of  Bills  of  Exchange,  performing 
the  ordinary  functions  of  currency  by  means  of 
promissory  notes? — Unquestionably,  and  a very 
large  amount  of  these  payments  are  still  iu  ex- 
istence. 

Q.  88.  “ When  payments  do  take  place  by  these 
means,  do  not  bills  of  exchange  answer  iu  a great 
measure,  the  functions  of  promissory  notes,  though 
there  is  a difference  iu  the  character  of  the  trans- 
action between  a bill  of  exchange  and  a promissory 
note  ?— Yes,  they  are  a medium  for  the  exchange 
aud  distribution  of  commodities,  no  doubt. 

Q.  89.  “They  are  the  representatives  of  com- 
modities ? — Yes ; they  are  representatives  of 
transactions  in  commodities.” 

Q.  90.  “Then  are  they  uot  currency  ?— No,  I 
do  not  think  that  follows. 

Q.  91.  Mr.  O’ConHe//— “Whatis  currency  but 
an  iustrumeutof  Exchange?— it  is  an  instrument 
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of  exchange,  but  it  is  an  equivalent  also  for  com- 
modities. 

Q.  92.  **  A bill  of  exchange  performs  that 
function,  it  assists  to  exchange  commodities? — 
Yes,  a bill  of  exchange  assists  in  the  exchange 
and  distribution  of  commodities. 

Q.  93.  “ Then  it  has  that  function  of  currency  ? ; 
— Yes,  it  has. 

Q.  94.  “ Then  having  that  function  of  currency, 
which,  perhaps,  is  the  only  function,  can  you  dis- 
tinguish that  from  currency  ? What  is  there  in 
your  mind  to  induce  you  to  say  that  that  is  not 
currency  which  performs  the  functions  of  cur- 
rency ?— 1 have  already  explained  that  the 
difference  between  a bill  of  exchange  and  cur- 
rency is  this,  that  the  one  discharges  a debt  and 
the  other  does  not. 

Q.  95.  Mr.  Warburfon—^^  If  a party  receiving 
a bill  ot  exchange  indorsed,  w*ere  to  give  a receipt 
in  full  for  the  payment  of  the  debt,  would  not 
that  bill  of  exchange  perform  i>recisely  the  same 
functions  a.s  a bank  note  does?— Yes,  bnt  it 
would  be  merely  a party  consenting  to  accept  a 
debt  due  from  another  persou  in  full  dischar«^e  of 
the  debt  due  to  himself.  ° 

Q.  96.  Mr.  Herries — “Is  not  that  a very  com- 
mon proceeding  in  trade  ?— I am  not  aware  of 
that ; if  I am  asked  whether  parties  accept  bills 
of  exchange  for  debts,  that  is  a fact,  but  wiiether 
they  accept  them  in  full  discharge  of  a debt  con- 
tracted, I am  not  aware. 

Q.  97.  Mr.  Do  you  consider  a XIO 

note  of  a country  bank,  a joint  stock  bank,  !o 
rank  under  currency,  or  to  rank  under  bills  of 
exchange  ? — Under  currency. 

Q.  98  Mr.  Grate—  “ Suppose  there  was  a seven 
day  post  bill  issued  by  a banker,  would  you  con- 
sider rhat  a part  of  the  currency  ?— No. 

Q.  99.  Mr.  Lahouchere — “ Suppose  it  was  a 
seven  day  post  bill  issued  by  the  Rank  of 
England  ? — No,  not  until  discharged. 

Q.  100.  Mr.  O'Connell — “A  cheque  on  the 
Bank  is  currency  in  London,  is  it  not?— It  per- 
forms the  function  of  currency  ; it  is  a transfer  of 
currency  from  one  to  another. 

Q.  118.  Mr.  Wood — “Will  you  define  what 
you  mean  as  constituting  the  entire  currency  of 
the  country  ? — I should  define  currency  to  be  gold 
and  silver,  or  the  promises  of  bankers  to  pay  on 
demand,  which  either  constitute  a legal  tender,  or 
which  the  public  are  willing  to  accept  in  lieu  of 
coin  in  discharge  of  debts ; I consider  the 
currency  in  this  country  to  consist  first  of  coin  in 
circulation ; secondly,  of  Bank  of  England  notes 
issued  against  bulliou,  and  of  Bank  of  England 
notes  issued  against  securities;  thirdly,  of  deposits  I 
in  the  Bank  of  England,  payable  on  "demand,  the  I 
same  as  bank  notes  ; fourthly,  of  notes  issued  by 
the  Country  Banks ; and  fifthly,  of  deposits  in 
country  banks  in  their  own  notes,  which  are  of 
the  same  character  as  deposits  in  the  Bank  of 
England.” 

As  to  the  meaning  of  deposits,  and  the  general 
contusion  as  to  the  way  in  which  they  arise,  see 
Dkposit.  Tlie  witness  was  further  examined  at 
immense  length,  but  the  above  gives  the  substance 
ot  his  opinions. 

Mr.  CouDEx  was  of  opinion  that  no  inflation  of 
the  curi'eucy  would  arise  from  bills  of  exchange 
provided  the  money  of  the  couutiy  were  not 
previously  inflated.  There  is  a gi-eat  distinction 
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between  a bill  of  exchange  and  a bank  note.  A 
bill  of  exchange  follows  the  trading  transaction, 
and  is  merely  a voucher  for  the  transaction,  in  the 
shape  of  u transfer  of  the  debt,  or  an  acknow- 
ledgment of  tlic  debt;  but  a bank  note  put  into 
circulation  either  in  the  purchase  of  public  secu- 
rities or  in  a loan,  or  in  any  otlicr  way,  goes  to 
the  artificial  creation  of  commercial  transactions, 
and  is  not  itself  necessarily  originated  by  the 
transaction.  Bills  of  exchange  can  multiply 
only  in  proportion  to  commercial  transactions, 
provided  the  currency  be  kept  as  a metallic 
currency. 

Mr.  Cobden  said  that  with  a metallic  currency 
there  would  be  no  risk  of  any  great  extent  of 
accommodation  bills;  an  opinion  which  we  think 
is  scarcely  warranted  by  the  reality. 

Q.  572.  Mr.  Smith — “ Inasmuch  as  bills  of  ex- 
change are  used  at  INIancliester  as  an  instrument 
of  exchange,  do  they  not  form  jiart  of  the  cur- 
rency ? — No ; I have  defined  currency  to  be 
money;  I cannot  call  a bill  of  exchange  money  ; 
it  is  a promise  to  pay  money  at  a certain  time, 
and  it  is  a security  only  for  a certain  time,  after 
which  all  securities  are  forfeited." 

'Mr.  W.  R,  AVard  (Q.  674)  considered  currency 
to  be  coined  gold,  silver,  and  copper,  and  notes 
payable  on  demand,  issued  by  the  Bank  of  Eng- 
land and  country  banks. 

Mr,  Kn^nARD  Page  understood  currency  to 
mean  the  current  money  of  a country,  in  which 
debts  arc  discharged  and  commodities  purchased 
and  sold,  and  consisted  of  Bank  of  England 
notes  and  gold  and  silver.  Country  bank  notes 
he  considered  only  to  be  money  by  courtesy.  He 
included  deposits  in  the  Bank  of  England ; but 
as  he  gave  to  the  word  “deposit”  an  inaccurate 
meaning,  we  do  not  know  what  he  would  have 
done  if  he  had  understood  the  real  meaning. 

Mr.  George  Warde  Norman,  a Director  of 
the  Bank  of  England,  was  asked  : — 

Q.  1691.  “Are  there  any  grounds  for  consi- 
dering the  deposits  of  the  Bank  of  England  as 
currency  ?— No,  I think  not. 

Q.  1692.  “Do  yon  consider  that  any  deposits, 
merely  in  their  character  of  deposits,  can  be 
considered  as  currency  ? No,  I do  not. 

Q.  1693.  “Will  you  state  what,  in  your  opinion, 
forms  the  distinction  between  currency  and  depo- 
sits ?— I consider  that,  looking  broadly  at  deposits 
and  currency  they  are  quite  distinct";  they  have 
little  to  do  with  each  other ; but  I conceive  that 
the  use  of  deposits  is  one  of  the  banking  expe- 
dients, which  is  available  for  economising  currency, 
along  with  a great  many  others.  1 do  not 
consider  them  as  currency  or  money.  I ought 
to  observe,  perhaps,  to  the  Committee,  that  I 
employ  the  w'ords  ‘money*  and  ‘currency*  as 
synonymous.  Deposits  are  used  by  means  of 
transfers  made  in  the  books  of  bankers;  and 
these  attbrd  tlie  means  of  adjusting  and  settling 
transactions,  and  pro  tanto  dispense  with  a certain 
quantity  of  money ; or  they  may  be  set  off  against 
each  other,  from  one  banker"  to  another,  to  a 
certain  extent,  and  thus  produce  the  same  effect. 
Still  they  itosscss  the  essential  qualities  of  money 
iu  a very  low  degree. 

Q.  1694.  “Do  you  entertain  a similar  opinion 
as  to  bills  of  exchange? — Yes,  exactly;  I 
think  they  are  also  used  to  economise  currency  ; 

I look  upon  them  iis  bankiug  expedients  for 
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that  purpose;  but  they  do  not  possess  fully  the 
qualities  which  I consider  money  to  possess. 

Q.  1695.  “ Will  you  explain  the  difference  be- 
tween the  functions  which  money  will  perform, 
and  those  which  bills  of  exchange  or  deposits 
will  perform? — To  answer  that  question  fully, 
one  must,  I am  afraid,  take  rather  a wide  view ; 
but  I look  upon  it  that  the  three  most  essential 
qualities  money  should  possess  are,  that  it  sliould 
be  ill  universal  demand  by  everybody  iu  all  times 
and  all  places  ; that  it  should  possess  fixed  value ; 
and  that  it  should  be  a perfect  numerator.  There 
are  other  qualities ; but  I think  these  are  the 
most  essential.  Now,  when  I look  at  all  banking 
expedients,  I find  they  do  not  possess  these 
qualities  fully.  They  possess  them  in  a verv  low 
degree ; and  therefore,  as  we  see  took  place  in  the 
autumn  of  1835,  with  a very  large  increase  of  the 
deposits  of  the  I3ank,  the  circulation  diminished, 
and  there  was  every  appearance  of  the  effects  of 
contraction ; there  was  an  increased  influx  of 
treasure,  and  I conceive  from  that  there  were 
lower  prices.  By  a numerator  I mean  that 
which  measures  the  value  of  other  commodities 
with  the  greatest  possible  facility.  If  we  look 
at  all  these  banking  expedients,  we  see  that  they 
jHissess  the  three  qualities  which  1 have  mentioned 
in  a very  much  lower  degi*ee. 

Q.  1696.  “ Will  you  state  iu  what  respect? — 
I can  only  take  them  one  by  one.  A bill  of  ex- 
change is  an  instrument  commonly  payable  at 
some  future  time,  at  a certain  place, "and  to  some 
particular  individual ; it  is  of  no  use  to  any  other 
individual  except  it  is  indorsed  to  him ; a man 
cannot  go  into  a shop  with  a bill  of  exchange  and 
buy  what  he  Avants;  he  could  not  pay  his 
labourers  with  a bill  of  exchange.  4'he  same 
Avith  a banker’s  deposit,  he  can  do  nothing  of  that 
sort  Avith  that ; he  can  do  with  less  money  than 
he  Avonid  otherwise  employ,  if  he  has  bills  of  ex- 
change, or  bankers’  deposits;  but  he  cannot,  Avith 
bills  of  exchange  and  bankers*  dejiosits,  do  Avhat- 
ever  he  could  Avith  sovereigns  and  shillings.  By 
a banker’s  dejmsit,  1 mean  a credit  in  a banker’s 
biRjks;  nothing  more  nor  less  than  that.” 

Mr.  Samuel  Jones  Loyd,  now  Lord  Over- 
stone,  Avas  asked : — 

Q.  2655.  “ What  is  it  that  yon  include  in  the 
term  circulation?—!  include,  in  the  term  circula- 
tion, metallic  coin,  and  jiaper  notes  promising  to 
pay  the  metallic  coin  to  bearer  on  demand. 

Q.  2661.  “ In  your  definition  then,  of  the  AA'ord 
circulation,  you  do  not  include  deposits  ?— No,  I 
do  not. 

Q 2662  “ Do  you  include  bills  of  exchange  ? 
— No,  I do  not. 

Q.  2663.  “Why  do  you  not  include  deposits  in 
your  definition  of  circulation? — To  ansAATr  that 
question,  1 believe  I must  be  allowed  to  rcA'ert  to 
first  principles.  The  precious  metals  are  dis- 
tributed to  the  different  countries  of  the  Avorld  by 
the  operation  of  particular  Iuaa's,  Avhich  have 
been  investigated  and  are  noAv  Avell  recognised. 
These  Iuavs  allot  to  each  country  a certain  portion 
ot  the  precious  metals,  Avhicli,  Avhile  other  things 
remain  unchanged,  remains  itself  luicliauged. 
The  precious  metals  converted  into  coin  consti- 
tute the  money  of  each  country.  That  coin  cir- 
culates souiftimes  ill  kind;  but  in  highly  adA^anced  ! 
countries,  it  is  represented  to  a certain  extent  by 
I>aper  notes,  promising  to  pay  the  coin  to  bearer 
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on  demand ; those  notes  being  of  such  a nature  in 
principle,  that  the  increase  of  them  supplants  coin 
to  an  equal  amount.  Where  those  notes  are  in 
use,  the  metallic  coin  together  with  those  notes, 
constitute  the  money  or  currency  of  that  country. 
Now  this  money  is  marked  by  certain  distinguish- 
ing characteristics;  first  of  all,  that  its  amount  is 
determined  by  the  laws  Avhich  apportion  the 
precious  metals  to  the  different  countries  of  the 
Av'orld;  secondly,  that  it  is  in  every  country  the 
common  measure  of  the  value  of  all  other  com- 
modities, the  standard  by  reference  to  Avhich  the 
value  of  every  other  commodity  is  ascertained, 
and  every  contnict  fulfilled;  and  thirdly,  it 
becomes  the  common  medium  of  exchange  for  the 
adjustment  of  all  transactions  equally  at  all  times, 
betAveeii  all  persons,  and  in  all  places.  It  has 
further  the  quality  of  discharging  these  functions 
in  endless  succession.  Now  I conceiv'e  that 
neither  deposits  nor  bills  of  exchange  in  any  way 
Avhatevcr  possess  these  qualities.  In  the  first 
place,  the  amount  of  them  is  not  determined  by 
the  laws  which  deteniiine  the  amount  of  the 
precious  metals  in  each  country ; in  the  second 
place,  they  Avill  in  no  respect  serve  as  a common 
measure  of  value,  or  a standard  by  reference  to 
which  we  can  measure  the  relative  value  of  all 
other  commodities;  and,  in  the  next  place,  they 
do  not  possess  that  poAA’cr  of  uniA’-ersal  exchange- 
ability Avhich  belongs  to  the  money  of  the 
country.  If  the  committee  Avill  alloAv  me  to 
refer  to  it,  there  is  a passage  in  the  report  of  the 
French  Chambers  Avhich  has  recently  been  ap- 
pointed to  inquire  into  a subject  very  similar  to 
that  Avhich  this  committee  is  uoav  investigating, 
Avhich  seems  to  me  to  put  the  point  of  the  uni- 
versal exchangeability  of  money  in  a A'cry  striking 
Avay.  ‘ Si  Ton  retlechit  cii  efiet  aux  innombrablcs 
transactions  commcrciales  qui  s'opercnt  chaque 
jour,  depuis  celles  qui  doivent  fournir  aux  plus 
modestes  consommations  jusqa'a  celles  qui  multU 
plient  les  speculations,  les  plus  entrepreuaiites  du 
commerce  international,  on  s’aperqoit  aisement 
qu’elies  ue  s'accoinpliraient  pas  sans  le  secoiirs 
d’une  valeiir  intermediaire  qui  puissc  etre  niise 
successivemeiit  cn  rapport  avec  toutes  les  autres 
valeurs,  et  servir  eutre  elles  de  moyeu  d’estimation 
et  d’echange,’ 

Q.  2664.  “AVhy  do  you  not  include  bills  of 
exchange  in  circulation  ? — I exclude  bills  of 
exchange  for  precisely  the  same  reasons  tliat  I 
have  stated  in  my  former  ansAver  for  excluding 
deposits.  There  is  another  passage  in  the  same 
report  which  ajipears  to  me  to  sheAv  very  clearly 
that  the  French  Chamber  have  fully  appreciated 
the  distinction  betAveeu  bills  of  exchange  and 
money.  ‘ Tout  eugagemeut  par  ccrit  de  payer 
line  somine  due  a pu  devenir  ce  signe  du  nume- 
raire ; le  signe  a acquis  qnclques-un  des  advan- 
tages de  la  moniiaie  circulante,  lorsque,  comme 
le  billet  k ordre  et  la  lettre  de  change,  il  a pu 
etre  traiismis  par  la  voie  facile  et  pronijite  de 
I’endorssment.  Mais  que  d’entraves  encore ! II 
ne  repri^seiite  pas  a tout  moments  pour  son  de- 
tciiteur  la  somme  pour  laqudie  il  a ete  sonscrit 
elle  peut  n’etre  payable  qu’  a uu  terme  eloigne, 
pour  le  rcaliser  immediatemeut  il  serait  iiecessairo 
de  la  coder.  Trouvera-t-ou  quelqu’uii  qui  soit 
assez  coutiaut  pour  I’accepter  ? On  ne  le  trans- 
metti'a  qu’en  le  garautissant  de  sa  signature  ; 
e’est  line  obligation  eveutuellc  que  Ton  contiacto 
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soi-m^rae,  et  sous  le  poidsde  laquellc  jusqirau 
jour  de  I’dcheance,  on  sentira  son  credit  gen4. 
On  n*est  pas  tonjours  dispose  k r^v<5!er  la  nature 
de  ses  affaires  par  les  signatures  que  Ton  met  en 
circulation  ces  inconv^nients  devaient  conduire  a 
trouver  un  signe  de  numeraire  |>Ius  actif  encore 
et  plus  commode,  qui  participat,  comme  la  lettre 
de  change  et  billet  k ordre,  des  qualites  de 
numeraire  metallique,  puisqu’i!  n’a  d’aiitre  merite 
que  de  le  representer  mais  qui  permit  de  s’en 
procurer  a tout  moment ; qui,  comme  la  piece  de 
niomiaie  se  transmit  de  main  en  main,  sans  avoir 
besoin  d'etre  garanti,  sans  laissor  de  traces  de  sou 
passage.  Le  billet  au  porteur  et  h vue,  emis  par 
des  associations  puissantes,  formees  sous  Tautori- 
sation  et  agissant  sous  la  surveillance  continuelle 
des  gouvernements  a paru  presenter  ces  avan- 
tages.  De  la  les  banques  de  circulation.’ 

Q.  26G5.  “Under  similar  circumstances,  will 
the  aggregate  amount  credited  to  depositors  in 
bankers’  books  boar  some  relation  to  the  quantity 
of  money  in  the  country  ?— During  temporary 
fluctuations  in  the  amount  of  circulation,  all 
other  things  remaining  unchanged,  I conceive  the 
amount  of  deposits  will  be  affected  by  such 
fluctuations. 

Q.  26G6.  “ Is  the  amount  of  bills  of  exchange 
dependent  in  some  degree  on  the  quantity  of 
money  ? — I ai>prehend  that  it  is  dependent  in  a 
very  great  degree.  I consider  the  money  of  the 
country  to  be  the  foinulation,  and  the  hills  of  ex- 
change to  be  the  superstructure  raised  iipon  it.  1 
conceive  that  bills  of  exchange  are  an  important 
form  of  banking  operations  and  the  circulation 
of  the  country  is  the  money  in  which  these  ope- 
rations are  to  be  adjusted;  any  contraction  of 
the  circulation  of  the  country  will  of  course  act 
upon  credit;  bills  of  exchange  being  an  im- 
portant form  of  credit  will  feel  the  effect  of  that 
contraction  in  a very  powerful  degi'ee;  they  Avill 
in  fact  be  contracted  in  a much  greater  degree 
than  the  paper  circulation. 

Q.  2GG7.  Sir  Hohert  Peel — “What  are  the 
elements  which  constitute  money,  in  the  sense 
in  which  yon  use  the  expression  ‘quantity  of 
money  ? ’ ^\  hat  is  the  exact  meaning  you  attach 
to  the  words  ‘ quantity  of  money— quantity  of 
metalliccurrency  When  I use  the  words  quan- 
tity of  money,  I mean  the  quantity  of  metallic  coin 
and  of  paper  notes,  promising  to  pay  the  coin  on 
demand,  which  are  in  circulation  in  "this  country. 

Q.  2GG8.  “ Paper  notes  payable  by  coin  ? — 
Y'es. 

Q.  2669  “By  whomsoever  issued  ? — Y'es. 

Q.  2670.  “By  country  banks  as  well  as  other 
banks  ? — Yes. 

Q.  2671.  Chairman — “ Would  this  superstruc- 
ture, consisting  of  sums  credited  to  depositors  in 
bankers’  books  and  bills  of  exchange,  equally 
exist,  although  no  notes  payable  in  coin  on 
demand  existed  in  the  country? — Yes,  I appre- 
hend that  every  question  with  respect  to  deposits, 
and  with  respect  to  bills  of  exchange,  is  totally  dis- 
tinct from  the  question  which  has  reference  to  the 
nature  of  the  process  of  substituting  promissory 
notes  in  lieu  of  coin,  and  of  the  laws  by  which 
that  process  ought  to  be  gov  erned.  If  the  ))ro- 
missory  notes  be  properly  regulated,  so  as  to  be 
at  all  times  of  the  amount  which  the  coin  would 
have  been,  deposits  and  bills  of  exchange,  what- 
ever changes  they  may  undergo,  w'ould  sustain 


those  changes  equally,  either  with  a metallic 
currency,  or  with  a paper  currency  properly 
regulated  ; consequenth%  every  investigation  res- 
pecting their  character  or  amount  is  a distinct 
question  from  that  which  has  reference  only  to 
the  substitution  of  the  paper  notes  for  coin. 

Q.  2672.  “There  would  be  no  reason  why,  if 
there  Avt  re  no  notes  payable  in  coin  on  demand, 
the  amount  of  this  superstructure  should  be  less 
than  it  now  is,  with  a mixed  circulation  of  specie 
and  of  notes  payable  on  demand  ? — None  Avhat- 
ever.  1 apprehend  that,  upon  the  supposition 
that  the  paper  notes  are  kept  of  the  same  amount 
as  the  metallic  money,  the  question  of  the  super- 
structure, Avhether  of  deposits  or  of  bills  of  ex- 
change, remains  precisely  the  same, 

Q.  2673.  “That  answer  takes  for  granted 
that,  in  the  first  case,  the  metallic  currency,  and 
in  the  second  case  the  metallic  currency,  plus  the 
notes  payable  on  demand,  are  the  same  in  quan- 
tity ? — Yes. 

Q.  2674.  Sir  Robert  Peel — “ You  suppose  the 
notes  payable  on  demand  to  displace  an  amount 
of  coin  precisely  equal  to  those  notes? — They 
ought  to  do  so  under  a proper  regulation  of  the 
paper  money,  otherwise  they  are  not  kept  at  the 
same  value  as  coin. 

Q.  2675,  Mr.  Attu'ood — “ Would  you  consider 
that  the  superstructure  of  bills  of  exchange, 
founded  entirely  upon  a metallic  currency,  might, 
at  parti(  ular  times,  become  unduly  expanded  ?" 
— The  answer  to  that  question  depends  entirely 
upon  the  precLe  meaning  of  the  word  unduly,  1 
apprehend,  undoubtedly  that  it  is  perfectly  pos- 
sible that  credit,  and  the  consequences  Avliich 
sometim<‘.s  result  from  credit,  viz.,  overbanking 
in  all  its  forms,  and  the  over-issue  of  bills  of 
exchange,  which  is  one  important  form  of  over- 
banking, may  arise  Avith  a purely  metallic  cur- 
rency ; and  it  may  also  arise  Avith  a currency 
! consisting  jointly  of  metallic  money  and  paper 
notes  promising  to  pay  in  coin  ; and  1 conceive 
further,  that  if  the  notes  be  properly  regu- 
lated, that  is,  if  they  be  kept  at  the  amount 
Avhich  the  coin  otherwise  Avoiild  be,  whateA^er 
OA'er-banking  would  have  arisen  Avith  a metallic 
currency,  Avoiild  arise  ami  to  the  same  extent, 
neither  more  or  less,  Avith  money  consisting  of 
metallic  coin  and  paper  notes  jointly. 

Q.  2676.  “May  not  overbauking  and  over- 
issueof  bills  of  exchange,  forming  a superstructure 
based  upon  money  composed  of  metal  and  paper 
notes,  derange  the  certainty  of  the  notes  being 
duly  paid  in  gold  ? — I apprehend  that  if  the  paper 
notes  be  properly  regulated,  according  to  the 
sense  Avhidi  1 have  already  attributed  to  that 
expression,  and  if  a proper  proportion  of  gold  be 
held  in  rcserA-e,  the  solidity  of  the  basis  cannot  be 
disturbed  ; that  is,  that  if  there  be  a proper  cou- 
traction  of  the  paper  notes  as  gold  goes  out,  the 
convertibility  of  the  ])aper  system  will  be  effect- 
ually preserved  by  the  continually  increasing 
A'alue  of  the  remaining  quantity'  of  the  currency, 
as  the  coTitractiun  proceeds. 

]\Ir.  Tooke  Avas  asked — “In  using  the  term 
‘circulation’  of  the  Bank  of  England,  Avhat  do 
you  include  in  that  term? — I include  in  that 
term  only  tlie  Bank  notes  in  the  hands  of  the 
public,  in  order  to  avoid  confusion,  perhaps  the 
Committee  would  allow  me  to  state  the  meaning 
which  I attach  to  the  different  terms  ‘currency* 
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and  ‘circulating  medium.’  The  cuiTency  I con- 
sider to  be,  in  strictness  of  language,  according  to 
the  apparent  derivation  of  the  term,  that  part  of 
the  circulating  medium,  such  as  the  coin  of  the 
realm,  and  Bank  of  England  notes  and  country- 
bank  notes  (although  not  a legal  tender)  which 
pass  current  from  hand  to  hand,  Avilhout  indi- 
vidual signature,  such  as  appears  on  drafts  or 
endorsements.  I am  doubtful  whether  cheques 
on  bankers  might  not  be  included,  from  their 
perfect  similarity  to  Bank  notes,  in  many-  of  the 
purposes  for  which  they  are  employed ; at  the 
same  time  there  is  the  feature  of  distinction  Avhich 
I have  mentioned,  viz.,  that  cheques  require  the 
signature  of  the  party  passing  the  draft,  and  that 
they  do  not  pass  from  hand  to  hand.  Bills  of 
exchange  I consider  as  a part  of  the  general 
means  of  distributing  the  productions  and  re- 
venues of  the  country,  and  therefore  as  con- 
stituting a part  of  the  circulating  medium.  I 
consider,  also,  that  the  simple  credit  by  Avhich 
goods  are  in  many  instances  bought  and  sold, 
come  likeAvise  under  the  general  description  of 
the  circulating  medium,  in  as  far  as  the  prices 
of  commodities  are  in  question  ; because  a simple 
contract  of  sale,  Avhetlier  any  payment  eventually 
passcs  or  not,  is  commonly  entered  in  the  price 
currents  without  distinction  from  those  for  which 
any  actual  payment  is  made.  I cannot  consider 
that  transferable  debts  constitute  circulating 
medium,  but  only-  the  actual  transfers. 

Q.  3279.  “What  do  you  mean  by  transferable 
debts? — The  deposits  in  the  hands  of  bankers, 
against  Avhich  the  depositors  are  entitled  to  pass 
their  drafts. 

Q.  3280.  Mr,  Grote — “ITou  include  not  simply 
transfers  of  deposits  in  the  hands  of  the  Bank  of 
England,  but  also  transfers  of  deposits  in  the  | 
hands  of  other  bankers?  — Yes;  transfers  of  de-  ! 
posits  generally-. 

Q.  3221.  Chairman — “Do  you  then  consider 
a deposit  to  be  a transferable  debt  owing  by  the 
banker  to  the  depositor? — Y'es. 

Q.  3282.  “In  the  use  of  the  term  ‘currency’ 
in  your  future  examination,  do  you  jiropose,  in 
addition  to  coin,  Bank  of  England  notes  and 
country  bank  notes,  to  include  cheques  upon 
bankers?— Y'es;  I think  upon  the  Avhole  the  dis- 
tinction J have  mentioned  is  not  sufficient  to 
exclude  them,  and  therefore  1 shall  propose  to 
consider  them  as  included. 

Q.  3283.  Mr.  Warburton—^'-  By  cheques,  you 
mean  cheques  actually  drawn,  and  passing  from 
one  person  to  another?  — Y'es;  that  Avhich  is 
current  in  fact. 

Q.  3284.  “ Will  you  be  good  enough  to  state 
Avhat  you  propose  to  include  in  tlie  Avoi  d ‘ circu- 
lation’ in  the  course  of  your  future  examination? 
— I propose  to  include  in  the  term  ‘circulation’ 
the  notes  of  the  Bank  of  England,  and  of  country- 
banks,  payable  on  demand. 

Q.  3285.  “What  do  you  mean  by  ‘circulating 
medium?’— I mean  all  instruments  of  inter- 
cliange  by-  Avhich  the  productions  and  the  revenue 
of  the  country  are  distributed ; every-thingAvhich 
serves  and  is  received  as  a mode  of  payment,  or 
Avhich  constitutes  nominal  money-price  Avhich 
appears  in  price  currents. 

Q.  3286.  “ Mr.  GVo/e— There  is  the  currency 
and  there  are  also  certain  expedients  for  econo- 
mizing the  use  of  the  currency ; you  Avonld  call 
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both  one  and  the  other  of  those,  portions  of  the 
circulating  medium  ? — Precisely. 

Q.  3287.  “ Do  you  include,  in  the  word  ‘ cur- 
rency,’ bills  of  exchange  ? — No. 

3288.  “ If  you  include,  in  the  term  ‘currency,* 
a crossed  cheque  payable  at  a banker's,  to  be 
presented  therefore  at  the  clearing  house,  and 
having  therefore  before  presentation  not  more 
than  seven  or  eight  hours  to  ruu,  Avliy-  is  it  that 
you  do  not  include  in  the  term  * currency’  a bill 
of  exchange  jiayable  also  at  a banker's,  falling 
due  to-morrow,  and  having,  probably-,  not  more 
than  about  24  hours  to  ruu  ? — It  is  only  a ques- 
tion of  the  general  acceptation  of  the  term  ; there 
is  no  essential  distinction  in  the  particular  case. 
I may-  perhaps  be  allowed  to  say-,  that  the  only- 
question  as  to  the  employment  of  different  de- 
scriptions of  circulating  medium  is  referable  to 
the  combined  considerations  of  economy*,  con- 
venience, aud  security. 

Q.  3289.  “ If  the  cheque,  according  to  the  sup- 
position in  the  former  question,  be  included  in 
the  term  ‘ currency*,’  Avill  not  a bill  of  exchange 
due  to-day,  payable  at  a banker’s,  be  entitled  also 
to  be  included  in  that  term  ? — It  is  only  a ques- 
tion of  convenience  in  the  classification;  1 am 
not  aAvare  that  it  is  of  any  importance  in  practical 
operation. 

Q.  3290.  “Bills  of  Exchange  having,  previous 
to  maturity,  one,  tAvo,  three,  four  or  more  days  to 
ruu,  differ  in  character  by  insensible  degrees 
from  a crossed  cheque,  a crossed  cheque  being 
that  bill  Avhich  has  tiie  shortest  time  to  run  ? — 
They  difier  in  character  by  insensible  degrees, 
and  likeAvise  in  the  trifling  difference  of  conve- 
nience from  their  not  being  used  till  maturity*, 
unless  under  a calculation  of  discount. 

Mr.  Tooke  then  started  a theory  which,  like 
many  others,  is  true  in  some  cases,  and  which  Ave 
belicA'e  he  Avas  the  first  to  notice,  but  which  he 
pushed  to  an  extreme,  which  drcAV  out  some  just 
strictures  from  Colonel  Torrens. 

Q.  3292.  jl/r. //wme— “ Will  you  state  what 
part  of  the  currency  or  circulating  medium  affects 
prices,  under  the  definitions  Avhich  you  haA*e 
noAV  gi\*en? — No  one  part  of  them  affects  the 
prices  of  commodities  more  than  any  of  the  other 
parts. 

Q.  3293.  Mr.  Grote — “ Do  you  mean  not  more 
in  degree,  or  not  in  any  different  Avay  ? — Not 
more  in  degree. 

Q.  3294.  “ Y'oti  mean  that  CA-ery  portion  of 
that  whi<;h  you  ha\'e  described  under  the  name 
‘circulating  medium’  is  perfectly  equal  to  every 
other  portion  in  the  effect  Avhich  it  produces  upon 
prices  ? — Perfectly  so. 

Q.  3295.  Mr.  Hume  — “Do  you  mean  that 
every  transaction  of  purchase  or  sale  by  any  of 
the  means  AA'hich  you  hav-e  meutioned,  as  included 
ill  the  circulating  medium,  equally  affects  prices  ? 
—Yes;  and  that  was  my  reason  for  caring  so 
little  about  making  a distinction  among  them  ; 1 
doubt  Avhether  they  operate  upon  prices  at  all. 

Q.  3296.  Mr.  Grote — “You  mean  that  none 
of  these  items  which  you  have  enumerated  under 
the  general  term  ‘circulating  medium’  hav*e  in 
your  o|uuiou  any  effect  upon  prices  ? — Y'es  ; I 
mean  that  they  are  not  operative  causes  of  prices. 

Q.  3297.  Mr.  Hume — “ What  is  it,  then,  Avhich 
does  afiect  prices? — The  cost  of  production  limit- 
ing the  supply  on  the  one  hand,  aud  the  pecuniary 
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means  of  the  consumer  limiting  the  demand  on 
tne  otncr. 

**4.^^*  variations  in  the  quan- 

No  circulating  medium  affect  prices?— 

Q.  3‘299.  “Will  it  not,  if  abundant,  be  more 
at  the  (lisposal  of  individuals  for  purchases  than 
nheu  it  IS  scarce  ? — It  will  be  more  easih^  dis- 
posable,  but  it  will  not  be  necessarily  so  disposed 
or.  1 believe  that  the  amount  of  the  circulating 
medium  is  the  effect,  and  not  the  cause,  of  varia- 
tions in  jinces.” 

Such  are  the  various  opinions  and  arguments 
brought  forward  to  draw  a distinction  between 
bills  and  notes  as  currency,  and  we  may  now 
examine  them  seriatim, 

I.  That  Bills  of  Exchange  are  only  the  Evidence 

of  a Debt. 

This  is  equally  true  of  Bank  Notes,  and  we 
have  seen  that  money  itself,  by  the  acknowledg- 
ment ol  a long  series  of  writers,  is  itself  nothing 
r ^ *1*^  evidence  of  debt.  It  is  a general 
Bill  of  Exchange  upon  all  the  commercial  com- 
munity ; and  IS  only  the  highest  and  most  general 
form  of  credit.  The  payment  of  a Bill  in  money 
IS  (Only  the  exchange  of  a particular  and  ore 
carious  instrument  of  credit  for  a general  and 
permanent  one. 

Exchange  do  not  discharge 
Vebts^  hut  they  require  to  be  paid  in  Currency. 

Tiiu.  If  r '‘'P'  ‘0  that 

Buis  01  Exchange  do  not  discharge  debts.  We 

liaye  said  sonietliing  more  below  about  tlie  effect 

of  takiiig  Lills  of  Exchange  for  debts.  Rut  Rills  i 

of  Exchange  the  day  they  become  jiayable,  are  | 

payable  ou  demand  like  cheiines  and  bank  notes, 

each  other  among 
bankers,  and  at  the  Clearing  House  in  London, 
to  the  amount  of  several  millions  daily.  Tiiev 
discharge  each  other  by  mutual  set-off,  just  iii 
the  same  way  that  notes  and  cheques  do.  There 
are,  besides,  other  ways  in  which  Bilks  arc  paid, 

foA«  ^ S 32  and  Lrkdit 

v“  ' p M’lien  his  bills  become  due 

L“thR  eJedit!"^^ 

Mr  Norman  said  that  money  or  currency 
should  possess  fixed  value,  and  be  a perfect  uu- 
nieiator.  Rut  how  can  money  or  any  thing  pos- 
sess/rerf  value,  when  its  value  is  changing  from 
hour  to  hour  t'— An  instrument  of  credit  may 
preserve  an  equality  of  value  with  respect  to 
money,  but  uot  with  respect  to  auythiii»-  else 
unless  It  is  expressed  to  be  payable  in  it  He 
said  that  he  meant  by  a numerator  that  which 
measured  the  value  of  other  commodities  with 
the  greatest  facility  \\  by  does  a jiromise  to  pay 

f.'?  t'*' things  with  less  facility 

ttidii  iisell  f 

Ml  Lovi.’s  doctrines  will  be  more  fully  con- 
sukred  uuder  (Jirre.ncv  riUNcii-i.E,  where  llie 
arbitiary  assertions  on  wiiicli  that  doctrine  rests 
.are  examined.  It  is  not  a little  amusing  to  find 
he  celebrated  phrase  of  the  liuumn  Catholic 
Cliuich  Quod  stinper,  quod  ubiqae^  quod  ab  om- 
7U/IU.V,  starting  u]>  and  meeting  ns  in  a discussiou 
on  currency.  Ju  :Mr.  Loyd’s  opinion  money  and 
currency  are  identical,  and  include  the  coined 


metallic  mtmey,  and  the  paper  notes  promising 
to  pay  the  bearer  coin  on  demand ; and,  he  says, 
that  the  characteristic  of  their  being  money  is 
that  they  are  received  equally  at  ^ all  times,  be- 
tween  all  persons,  and  in  all  places'  For  the  sake 
ot  shortness,  let  us  designate  this  phrase  by  3A 
! froin  the  three  alls  in  it.  IJe  excludes  Bills  of 
; Exchange  Irom  the  designation  of  currency,  be- 
I cause  ‘ they  do  not  possess  tliat  power  of  universal 
exchangeability  which  belongs  to  the  money  of 
the  country.’  This  detiuition  is  fatal  to  Mr. 
Loyd’s  own  view.  In  fact,  if  it  be  true,  there  is 
no  such  thing  money  or  currency  at  all.  In 
the  first  place,  it  at  once  excludes  the  whole  of 
bank  notes.  The  notes  of  a bank  in  the  remote 
distiict  ot  Cumberland  would  not  be  current  in 
Cornwall,  therefore  they  aie  not  3A’s,  therefore 
they  are  not  currency.  Again,  the  notes  of 
a^  bank  in  Cornwall  would  not  be  current  in 
Cumberland,  therefore  they  are  not  currency. 
Similarly  there  are  no  country  bank  notes 
which  have  a general  currency  throughout 
England,  therefore  no  country  bank  notes  are 
3A,  therefore  no  country  bank  notes  are  cur- 
rency.  'lill^  within  the  last  thirty  years  or 
so,  Bank  of  England  notes  had  scarcely  any 
currency  beyond  Loudon  and  Lancashire;  in 
country  districts  a preference  was  universally 
given  to  local  notes,  therefore  Bank  of  England 
notes  were  not  3A,  they  had  not  a power  of 
univeisal  excliaiigeability,’  therefore  t\\cy  were 
not  currency.  Bank  of  England  notes  would 
eveu  now  m^t  pass  throughout  the  gi'eater  pai-t  of 
Scotland.  If  therefore  the  test  of  3A  and  ‘ uni- 
versal exchangeability  ’ be  applied,  the  claims  of 
all  bank  notes  to  be  considered  as  currency  are 
amuhilated  at  once.  The  acceptance  of  a Barin«- 
or  a Uothscliild  would  be  received  in  payment  of 
a debt  by  a lar  larger  circle  of  persons,  than  the 
notes  or  an  i-bscure  and  remote  country  bank 
Rut  the  iiniveisality  of  Mr.  Loyd’s  assertion 
IS  tatal  to  ins  argument  in  oilier  wavs.  On  tlie 
Con tment,  silver  is  the  legal  standard  of  value  : 
in  England,  silver,  like  copjier,  is  merely  coined 
into  small  tokens,  called  shillings,  &c.,  which  are 
made  to  pas^  current  above  their  natural  value 
and  are  only  legal  tender  for  a very  trifling 
amount,  heiu  e it  cannot  be  used  in  the  adjust- 

ment  of  all  traiisaef ions,  therefore  it  is  not  .'iA 

tlierefore  it  is  not  currency.  'I’liere  are  otlier 
couutric's  where  gold  is  not  a legal  tender,  tliere- 
foi  e It  fails  to  satisfy  Mr.  Loyd’s  test,  tlierefore 
It  IS  not  curroiicy.  If  then  the  test  proposed  by 
IMi . pyc  be  considered  as  correct,  it  is  easy  to 
see  that  there  IS  no  substance  or  material  wliat- 
ever  that  wil  not  fail  under  it,  and  therofore 
there  ts  no  such  thing  as  currency. 

■ tliat  the  only  difference  between  a Bill 

ot  Exchange  and  a Bank  Note  is,  that  the  former 
IS  a promise  ot  a deferred  payment  and  the  latter 
that  ol  an  immediate  oue,  and  there  is  less  risk 
in  taking  the  latter  than  the  former.  From  tlnKe 
circumstances  a Bank  Note  possesses  a greater 
degree  ol  ciraihiting  power  than  a Bill  of  Ex- 
change. But  in  the  miillaiul  counties  of  England 
it  used  to  be  quite  common  for  the  banks  to  issue 
the  Bills  ol  Exchange  they  had  discounted  with 
then  own  iiijorsemeut  upon  them.  In  which 
respect  they  were  in  every  way  equivalent  to 
Bank  Notes;  moreover,  tiiere  is  not  the  same 
iiiduceniciU  to  put  a bill  into  circulation  as  a 
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Bank  Note,  because  the  former  increases  in  value 
as  the  day  of  payment  approaches.  But  it  is 
unprofitable  to  keep  a note  idle.  But  it  is  to  the 
last  degree  unphilosophical  to  maintain  that  these 
two  obligations  are  of  different  natures,  because 
they  are  adapted  to  circulate  in  different  degrees. 

We  may  quote  from  Colonel  Torrens,  as  he 
express^  a view  that  is  by  no  means  uncommon, 
but  which  is  quite  erroneous.  He  says  {The 
Principles  and  Practical  Operation  of  Sir  Robert 
PeeVs  Art  of  1844,  explained  and  defended, 
p.  79)  “ The  term  money  and  currency  have 
hitherto  been  employed  to  denote  those  instru- 
ments of  exchange  which  possess  intrinsic  or 
derivative  value,  and  by  which  from  law  or 
custom  debts  are  discharged  and  transactions 
finally  closed.  Bank  Notes  payable  in  specie  ou 
demand  have  been  included  under  these  terms  as 
well  as  coin,  because  by  law  and  custom  the 
acceptance  of  the  notes  of  a solvent  bank,  no 
less  than  the  acceptance  of  coin,  liquidates  debts 
and  closes  transactions ; while  Bills  of  Exchange, 
bank  credits,  cheques,  and  other  instruments  by 
which  the  use  of  money  is  economised  have  not 
been  included  under  the  terms  money  and  cur- 
rency, because  the  acceptance  of  such  instru- 
ments does  not  liquidate  debts  and  finally  close 
transactions.” 

It  is  upon  such  views  as  these  that  the  opinion 
of  those  rests  who  maiiitaiu  that  Bills  of  Exchange 
are  not  currency  or  circulating  medium.  They  sup- 
pose that  Bank  Notes  pass  without  indorsement, 
and  that  Bills  of  Exchange  do  not.  Even  if  that 
were  true,  it  would  not  be  any  valid  gi’ound  for 
the  distinction,  because  such  a thing  would  in  no  i 
way  attect  the  nature  of  the  instrument.  It  is  | 
wholly  untrue  to  suppose  that  Bank  Notes  and 
money  are  the  only  things  which  close  trans- 
actions. By  the  table  given  above,  it  is  seen  that 
upwards  of  95  per  cent,  of  commercial  payments 
and  receipts  were  made  by  Messrs.  Morrison  and 
Co.  in  instruments  of  Credit,  other  than  Bank 
Notes. 

^ But  it  is  a very  great  mistake  to  say  that  Bank 
Notes  pass  without  indorsement,  and  Bills  of 
Exchange  do  not  At  the  time  the  Bank  of 
England  was  founded,  it  was  quite  illegal  for  any 
such  thing  as  promissory  notes  to  pa-JS  by  assign- 
ment. The  negotiability  of  Bank  Notes  had  to 
be  provided  for  by  the  Act.  It  was  enacted, 
Banking  IN  England,  §72,  x.,  that  all  the 
Bank’s  bills  obligatory  and  of  credit,  made  or 
given  to  any  person,  might  by  indorsement  of  such 
person  be  freely  assigned  to  any  person  who 
sliould  voluntarily  accept  them,  ami  so  by  such 
assignees  toties  quoUes  b}’  indorsement  tfioreon, 
and  all  such  assignees  might  sue  thereon  in  their 
own  names. 

The  assignment  of  the  goldsmiths’  notes,  or  the 
private  bankers’  note,  was  held  to  be  illegal  nmcli 
later  than  this.  In  1703,  Bank  Note  § 39,  it 
was  decided  that  no  promissory  notes  were  assign- 
able or  indorsable  over  within  tlie  custom  of 
merchants.  In  1704,  the  act  was  passed  which 
allowed  i>romissory  notes  to  be  assigned  by 
indorsement  like  Bills  of  Exchange.  It  is  true 
that  the  custom  of  indorsing  Bank  of  England 
Notts,  and  it  is  probable  country  bank  notes  too, 
Soon  tell  into  disuse,  but  that  makes  no  difference 
in  the  law  of  the  subject. 

1 he  case  of  Miller  v.  Race  has  often  been 
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quoted  in  support  of  the  Doctrine,  that  Bank 
Notes  are  money  or  currency,  to  the  exclusion  of 
Bills  of  Exchange,  but  the  true  bearings  of  that 
case  have  been  completely  misunderstood.  The 
case  is  fully  discussed  under  Bank  Note  § 37-45 
where  it  is  shewn  that  the  whole  point  turned  on 
how  the  property  in  a stolen  note  would  pass, 
and  it  was  held  that  it  would  pass  like  that  of  a 
stolen  Bill  of  Exchange.  It  had  long  been  held 
that,  for  the  convenience  of  commerce,  the  inno- 
cent holder  for  value  of  a stolen  Bill  should  be 
able  to  retain  it  against  the  former  owner,  just  as 
if  it  were  money,  to  which  this  principle  had  long 
been  applied.  By  the  case  of  Miller  v.  Race  this 
principle  was  extended  to  Bank  Notes,  and  it  has 
been  confirmed  by  numerous  cases  since.  The 
only  effect  of  this  case  was  that  the  principle 
which  Bills  had  in  common  with  money,  was  now 
held  to  extend  to  notes,  so  that,  if  there  be  any 
force  whatever  in  it,  it  proves  that  Bills  were 
held  to  be  currency  long  before  notes. 

It  is  also  an  error  to  suppose  that  Bills  of 
Exchange  require  an  indorsement  at  each  transfer. 
A Bill  of  Exchange  may  be  made  payable  to 
bearer,  and  then  it  requires  no  indorsement  at 
all.  Bills,  however,  are  generally  drawn  payable 
to  order,  and  then  they  require  that  the  payee 
should  indorse  them ; but  he  may  do  that  without 
making  himself  liable  on  them,  as  is  done  in 
many  cases.  After  the  first  indorsement  in 
blank,  the  Bill  is  payable  to  bearer,  and  may  be 
passed  by  mere  delivery,  in  all  respects  like  a 
Bank  Note.  “And,”  says  Mr.  Justice  Byles 
(A  Treatise  on  the  Law  of  Bills  of  Exchange, 
Src.,  8th  Edit.,  p.  14GJ,  “a  ti\ansfer  by  mere 
delivery,  without  indorsement,  of  a Bill  of  Ex- 
change or  promissory  note  made  or  become  pay- 
able to  bearer,  does  not  render  the  transferer 
liable  on  the  instrument  to  the  transferee. 

“ And  it  is  conceived  to  be  the  general  rule  of 
the  English  law,  and  the  fail-  result  of  the  English 
authorities,  that  the  transferer  is  not  eveu  liable  to 
refund  the  consideration,  if  the  bill  or  note  so 
transferred  by  delivery,  without  imlurscment, 
turn  out  to  be  of  no  value  by  reason  of  the 
failure  of  the  other  parties  to  it.  For  the  send- 
ing to  market  of  a bill  or  note  payable  to  bearer 
without  indorsing  it,  is  primd  facie  a sale  of  the 
bill.  And  there  is  no  implied  guarantee  for  the 
solvency  of  the  maker,  or  of  any  other  party. 

“ If  a bill  or  note,  made  or  become  payable  to 
bearer,  be  delivered  witliout  indorsement,  not  in 
payment  of  a pre-existing  debt,  but  by  way  of 
exchange  for  goods,  for  other  bills  or  notes,  or  for 
money  transferred  to  the  party  delivering  the 
bill  at  the  same  time,  such  a transaction  has  been 
repeatedly  held  to  be  a sale  of  the  bill  by  the 
party  transferring  it,  and  a purchase  of  the  instru- 
ment, with  all  risks  by  the  transferee.  ‘It  is 
extremely  clear,’  says  Lord  Kenyon,  ‘tliat  if 
the  holder  of  a bill  send  it  to  market  without 
indorsing  his  name  upon  it,  neither  morality,  nor 
the  law  of  this  country  will  compel  him  to  refund 
the  money  for  which  he  sold  it,  if  he  did  not 
know  at  the  time  that  it  was  not  a good  bill.” 
So  where  A gave  a bankrupt,  before  his  bank- 
ruptcy, cash  for  a bill,  but  refused  to  allow  the 
bankrupt  to  indorse  it,  thinking  it  belter  without 
his  name,  and  afterwards,  on  dishonor  of  the 
bill,  proved  the  amount  under  the  commission, 
the  Lord  Chancellor  ordered  the  debt  to  bo 
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expunged,  observing,  that  this  was  a sale  of  the 
bill.  So,  if  a party  discounts  bills  with  a banker, 
and  receives,  in  part  of  the  discount,  other  bills, 
but  not  indorsed  by  the  banker,  which  bills  turn 
out  to  be  bad,  the  banker  is  not  liable.  ‘ Having 
taken  them  without  indorsement,*  says  Lord 
Kenyon,  ‘he  has  taken  the  risk  on  himself.  The 
bankers  were  the  holders  of  the  bills,  and,  by 
not  indorsing  them,  have  refused  to  pledge  their 
credit  to  their  validity  ; and  the  transferee  must 
be  taken  to  have  received  them  on  their  own 
credit  only.*  So  where,  in  the  morning,  A sold 
B a quantity  of  corn,  and,  at  three  o’clock  in  the 
afternoon  of  the  same  day,  B delivered  to  A,  in 
payment,  certain  promissory  notes  of  the  Bank 
of  C,  which  had  then  stopped  payment,  but  which 
circumstance  was  not  at  the  time  known  to  either 
party.  Bayley,  J.,  said,  ‘ If  the  notes  had  been 
given  to  A at  the  time  when  the  corn  was  sold, 
he  could  have  no  remedy  upon  them  against  B. 
A might  have  insisted  on  payment  in  money, 
but,  if  he  consented  to  receive  the  notes  as  money, 
they  would  have  been  taken  by  him  at  his  peril.* 
Such  seems  the  general  rule  governing  the  trans- 
fer by  delivery,  not  only  of  ordinary  Bills  of  Ex- 
change and  Promissory  Notes,  but  also  of  Bank 
Notes.  Nor  is  there  any  hardship  in  such  a rule, 
for  the  remedy  against  the  transferer  nia}'  always 
be  preserved  by  indorsement,  or  by  special 
contract.’* 

AVhile  it  has  always  been  acknowledged  that 
the  delivery  of  a bill  without  indorsement,  in 
exchange  for  a valuable  consideration,  is  a sale  of 
it,  it  has  frequently  been  said  that,  if  the  bill  be 
indorsed,  it  is  only  a loan.  We  have  pointed  out 
the  ambiguity  of  the  word  loan  under  Credit  § 
61.  It  is  often  said  that  a banker  lendi  his  cus- 
tomer money  on  the  security  of  bills.  But  this 
is  an  inaccurate  mode  of  statement.  What  the 
banker  does  is  to  buy  a debt  due  to  his  customer, 
and  when  he  indorses  the  bill,  his  customer  gives 
him  a limited  warranty  of  its  soundness.  If  the  | 
banker  lent  his  customer  the  money  it  would  be 
his  duty  to  repay  it.  But  that  is  not  so.  It  is 
the  acceptor’s  business  to  pay  the  bill,  and  if  he 
do  not  do  so,  the  banker  may,  by  giving  his 
customer  immediate  notice  and  making  a demand, 
make  his  customer  take  back  the  bill,  and  repay 
the  money.  But  if  the  banker  fail  in  giving  im- 
mediate notice  his  remedy  against  his  customer 
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But  the  Law  of  Continuity  shews  the  fallacy 
of  the  doctrine  that  Bank  Notes  payable  to 
bearer  on  demand  alone  are  currency.  Mr. 
Loyd  rigorously  restricts  the  terra  to  such 
notes.  But  would  not  notes  payable  one 
minute  after  demand  bo  currency  ? or  one 
hour  ? or  two,  or  three,  or  four  hours  ? 
Would  not  notes  payable  one  day  after  demand 
be  currency?  or  two  or  three  days?  Mr.  Loyd 
deuied  that  Bank  post  bills  which  are  issued, 
payable  seven  days  after  sight,  are  currency. 
According  to  this  doctrine,  if  a man  deposits  money 
in  the  Bank  and  receives  in  exchange  for  it  a 
Bank  Note  payable  on  demand— that  is  currency  ; 
but,  if  he  ask,  for  his  own  convenience,  for  a ndte 
payable  seven  days  after  sight — that  is  not  cur- 
rency ! But  the  note  becomes  pa3'able  on 
demand  on  the  seventh  day  after  sight,  and 
then,  by  their  own  definition,  it  is  currency. 
"What  was  it  before  ? It  used  formerly  to  be 


the  custom  for  banks  in  the  country  to  issue 
notes  payable  20  days  after  demand.  These 
notes  circulated  and  produced  all  the  effects  of 
money.  What  w'ere  they,  if  they  were  not  cur- 
rency? Cheques  are  payable  on  demand.  How 
are  they  not  currency  as  much  as  notes?  How 
are  Bills  of  Exchange  not  currency  on  the  day 
they  become  payable  ? And,  if  they  are  so 
then,  what  were  they  before  ? It  is  quite  plain 
that  there  cun  be  but  one  answer.  They  are  all 
species  of  currenc}*,  though  differing  in  degree, 
and  the  distinction  between  them  is  untenable. 

It  would  be  too  long  to  mention  the  host  of 
writers  who  have  expressly  included  all  forms  of 
paper  credit  under  the  title  currency.  Mr.  Mill 
truly  says  there  is  no  generic  distinction  between 
bills  and  notes.  We  rejoice  to  say  that  M. 
Michel  Chevalier  is  entirely'  of  the  same  opinion 
as  ourselves.  In  his  treatise  La  Monnaie^  sect. 
3,  ch.  V.,  after  shewing  the  untenable  nature  of 
the  distinction  set  up  between  Bank  Notes  and 
Bills  of  Exchange,  he  says — “ La  langue  Anglalse 
a un  mot  generique  qiii  embrasse  la  monnaie,  ie 
billet  de  banque,  le  papier-nionnaie  ou  assignat 
non  conversible  en  especes,  et  tout  autre  espece 
de  titre  qu’oii  peut  mettre  dans  la  circulation  et 
qu’accepte  plus  ou  moins  Ie  comnum  des  homines: 
e’est  le  mot  de  currency.  Notre  langue  n*en  offre 
pas  Tequivalent  parfait.  Cependant  Ie  terme  de 
numeraire  pourrait  etre  pris  dans  le  meme  sens, 
et  je  I’cmploierai  ainsi  dans  la  suite  de  cet  ecrit.” 
And  in  the  number  of  the  Journal  des  Economistes 
for  August,  1862,  in  which  the  same  distinguished 
writer  has  ]*ublislied  the  substance  of  a Report 
to  the  Imperial  Institute  of  France  on  our  Ele- 
ments and  lliis  work,  he  re-aliirms  the  same 
opinion.  After  explaining  the  ideas  contained  in 
the  former  part  of  this  article,  he  says— “A  ce 
j meme  point  de  vue,  et  sous  le  benefice  de  ce 
cominentaire,  la  relation  intime  qu’etablit  M. 
Macleod  eiitre  la  notion  de  la  currency^  ct  I’idee 
d’une  dette  on  d’une  obligation  serieuse  et  positive 
a un  nierite  incontestable.” 

But,  while  we  contend  tliat  Lord  Overstone’s 
criterion  of  a currency  is  fatal  to  his  own  view, 
we  are  quite  willing  to  accept  it.  For  what  is  it 
that  exists  in  all  places,  In  all  times,  and  among 
almost  all  persons  ? Debt,  or  Services  due. — 
And  what  is  it  that  is  universally  required  to 
measure,  record,  and  transfer  them?  Some 
material.  But  we  see  that  all  currencies  are 
more  or  less  local,  none  are  universal.  The 
idea,  or  the  want  alone  is  universal.  The 

notes  of  a country  banker,  only  circulating  in 
his  own  neiglibourhood,  are  like  a country  patois^ 
each  district  has  its  own.  A national  currency 
rises  to  the  dignity  of  a language.  But  even 
that  is  only  local,  on  a larger  scale.  The  ideas 
only  expressed  in  the  language  are  universal, 
AVe  are  tlierefon?  strengthened  in  our  conviction, 
that  the  only  true  idea  of  a currency  is,  that  it  is 
the  Representative  of  Transferable  Deht^  and  that 
whatever  represeiits  Transferable Dehtis  Currency. 

On  Paper  Currency^  or  Paper  Credit  and  Paper 

Money. 

The  currencies  made  of  the  various  substances 
■we  have  spi>ken  of,  were  what  we  may  call 
natural  curn  ncies,  that  is,  the  substance  being 
selected,  it  found  its  exchangeable  relations  with 
other  things  according  to  the  general  laws  of 
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value.  There  is  no  instance  that  we  are  aware 
of,  except  one,  in  ancient  times,  of  what  we  may 
call  an  artificial  currency,  like  that  of  paper, 
which  has  played  such  an  important  part  in 
modern  times.  Tlie  only  artificial  currency  that  | 
is  spoken  of.  we  believe,  in  ancient  times,  is  that  ^ 
mentioned  in  the  Eryxias^  a dialogue,  which  ' 
passes  under  the  name  of  .^schines  Socraticus.  i 
In  discussing  the  nature  of  wealth,  the  author, 
under  the  name  of  Socrates,  says: — “For  the 
Carthaginians,  for  instance,  use  money  of  this 
sort  ; in  a small  piece  of  leather  something 
is  sewed  up  of  the  size  of  a stater.  But  what  , 
that  is  which  is  sewn  up  no  one  knows,  except  , 
those  who  did  so.  Then  a stamp  is  put  on  it, 
and  they  use  it  as  money  ; and  whoever  has  most 
of  this  seems  to  possess  most  wealth,  and  to  be 
most  opulent.  But  if  any  one  had  ever  so  much 
of  it  amongst  us,  he  would  be  no  richer  than  if 
he  had  so  many  pebbles  from  the  mountain.”  I 

Such  is  the  only  meagre  notice  we  have  of  a 
fact  of  considerable  interest.  We  are  left  entirely  ' 
in  the  dark  as  to  who  were  the  issuers  of  this 
money,  and  what  were  its  conditions.  The  Greeks 
had  some  knowledge  of  credit  in  its  simplest 
form,  that  of  a direct  and  simple  loan  of  money, 
but  there  is  no  trace,  that  we  are  aware  of,  of 
the  distinguishing  feature  of  credit,  viz.,  putting 
the  debt  itself  into  general  circulation.  The 
Romans  invented  cheques  upon  bankers,  and 
therefore,  to  a certain  small  extent,  we  may  sup- 
pose that  the>'  practised  the  transferability  of 
debts.  It  is  to  the  Chinese  that  belongs  the  un- 
questionable merit  of  inventing  circulating  credit. 
They  also  first  experienced  the  miseries  caused 
by  the  abuses  of  paper  money. 

We  have  already,  under  Baxkixg,  § 570, 
quoted  from  Klaproth  an  account  of  the  first 
Chinese  bank  notes.  But  the  subject  of  Chinese 
money  is  treated  at  great  length  by  M.  Edouard 
Biot  in  four  memoirs  in  the  same  periotlical,  the 
Journal  Asiatique.,  Vol.  XXX.,  p 422 ; and 
Vol.  XXXI.,  pp.  97,  209,  ami  441.  These 
memoirs  detail  at  considerable  length  the  com- 
plete monetary  system  of  the  Chinese  from  the 
earliest  times,  both  metallic  and  paper ; but  we 
shall  confine  ourselves  here  to  the  paper  money. 
It  is  .sufficient  to  say  that  the  Chinese  Emperors 
ran  through  tiie  same  course  of  depreciating  their 
coinage,  and  with  the  same  results,  as  took  place 
in  European  countries  many  centuries  after- 
wards. 

According  to  the  ancient  Ciiinese  chronicles, 
barter  prevailed  in  that  country  in  the  earliest 
ages,  as  among  all  nations.  The  first  curreuc>' 
used  was  shells,  as  in  India  and  the  South  Sea 
Islands.  These  shells  were  called  and  the 
memory  of  their  use  is  preser\X‘d,  as  the  Chinese 
character  for  a shell  is  used  as  the  sign  of 
riches,  and  is  an  element  in  all  words  relating 
to  wealth  and  buying  and  selling.  Between  the 
twenty-fourth  and  the  twelfth  centuries  before  the 
Christian  era  it  is  stated  that  three  metals,  j ellow, 
white,  and  red,  were  used  as  money.  These  "were 
gold,  silver,  and  copper,  or,  as  some  say,  iron. 

Some  historians  sa^'  that  lu,  the  founder  of 
the  Ilia  dynasty,  established  three  classes  of 
money.  The  first  included  pearls  and  jade;  the 
second  gold ; and  the  third  pou  and  /ao,  though 
it  is  not  very  well  understood  what  these  were. 
Some  of  it  w'as  also  called  kouey^  or  tortoiseshell, 


because  it  is  supposed  that  tortoiseshell  "was 
originally  used  as  money. 

About  the  eleventh  century  b.c.  the  Emperors 
made  gi*cat  efforts  to  insure  a uniformity'  in  the 
medium  of  exchange.  One  of  the  nine  great 
officers  of  state  was  called  tstien-houan^  or  Officer 
of  the  Coinage.  The  ■word  tsien  or  metallic 
money  was  afterwards  used.  The  highest  species 
of  money  was  ordered  to  be  gold,  in  cubes  of  one 
tsun  to  the  side,  and  weighing  a kin  or  Chinese 
pound.  The  is  calculated  to  be  20"**"  French, 
and  the  Ain  to  be  166  grammes.  Copper  money 
■was  also  struck,  round  and  pierced  with  a square 
hole,  for  the  convenience  of  stringing  it.  The 
copper  unit  was  called  cAw,  and  was  the  384th 
part  of  the  pound,  but  the  value  of  the  two 
metals  is  not  stated.  Besides  this,  cloth  and  silk 
were  used  as  money,  and  called  pou  pe.  The 
unit  of  this  was  called  and  was  about  eight 
metres  long  and  0*"*44  wide. 

Various  changes  took  place  in  the  coinage 
which  we  must  pass  over.  In  230  b.c.,  Thsin- 
chi-hoang  reduced  all  China  under  his  power, 
and  ordered  a uniform  coinage  throughout  the 
Emjiire,  gold  and  copper  were  the  only  legal 
money.  The  circulation  of  silver,  tin,  jade, 
pearls,  and  tortoiseshell  was  suppressed. 

The  year  807  a.d.  is  memorable  as  that  in 
which  that  wonderful  agent  paper  currency  was 
invented.  Great  troubles  bad  agitated  the  Em- 
pire, attended  with  their  usual  effect  of  dis- 
organizing the  coinage.  The  P^mperor  Hinn- 
tsong  ordered  the  merchants  to  deposit  their 
specie  in  the  Imperial  Treasury,  and  gave  them 
Bills  of  Exchange,  called  fey-tsien  or  flying 
money,  payable  at  the  principal  tow'iis  of  the 
provinces.  The  convenience  of  these  bills  w:is 
so  great,  and  .so  soon  appreciated,  that  all  the 
gi'cat  officers  of  the  state  and  rich  men  hastened 
to  deposit  their  specie  in  the  Treasury,  and  receive 
fey-tsien  in  Exchange.  For  some  reason  this 
sy.'^tem  was  abolished -in  three  years.  In  811, 
the  public  officials  reported  that  since  the  aboli- 
tion of  the  fey-Uien^  private  persons  had  begun 
to  hoard  up  their  money,  which  had  become  so 
scarce  that  prices  were  falling.  In  consequence 
of  this,  merchants  were  permitted  to  deposit  salt 
and  iron  at  the  hov-pou  or  Finance  Offices,  and 
receive  fey-tsien  in  return.  These  fey-tsien  were 
used  as  Bills  of  Exchange  between  the  Capital 
and  the  Provinces. 

In  970,  during  the  reign  of  Tai-tson,  there 
was  great  monetary  disorder,  and  the  old  ex- 
pedient of  fey-tsien  was  revived.  Alerchants 
were  invited  to  deposit  their  specie  in  the  public 
treasury,  and  they  received  bills  payable  in  the 
principal  towns  of  the  Empire.  These  were 
. called  pien-fsieu  or  convenient  money.  The  plan 
was  received  with  the  greatest  favor,  the  specie 
flowed  in,  and  the  issues  of  paper  greatly  in- 
creased. Similar  banks  were  established  in  the 
provinces,  and  soon  became  very  large.  The 
pien-tsien  were  made  legal  tender  in  commerce. 
In  997,  the  Government  had  received  in  deposit 
^ 1,700,000  taels  of  silver.  Iii  1021,  the  sum  had 
I increased  to  2,830,000  taels,  equal  to  about 
I 21,225,000  francs. 

I These  issues  were  made  by  the  Government, 
and  we  see  that  they^  were  merely  in  exchange 
I for  a similar  amount  of  bullion.  This  was,  there- 
' fore,  an  example  of  the  “Currency  rriuciple.” 
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But,  about  the  same  time,  the  first  issues  of  private 
circulating  paper  took  place.  A certain  Tchang- 
yang  seems  to  have  been  the  inventor  of  this 

knlp  Chu,  Which 

is  the  modern  Sse-tchuen,  the  money  was  made 

exclusively  ol  iron,  and  was,  of  course,  very 

inconvenient.  Tchang-yang  issued  bills  called 

tsy-tchy^  and  also  kuen,  to  represent  this  iron- 

Teking-tsong,  from 
this  invention  spread  greatly.  Pri- 
'^te  bank  notes,  called  kiao-tseu,  payable  everv 
Biree  years,  were  allowed  to  be  current  for  sixtt^- 
five  years.  They  were  for  a tael  of  pure  silver 
A jomt-stock  company  of  sixteen  of  the  richest 
merchants  was  formed,  with  power  to  issue  such 
notes.  Ihe  company  at  first  succeeded  very  well 
but  new  and  iiie.xperieuced  members  having 
replaced  the  older  ones,  the  company  became 
bankrupt,  and  caused  much  misery  and  litigation. 

payable  in  a different 
place  to  where  they  were  issued.  They  thus 
r^embled  Bills  of  Exchange  in  their  origin 
I he  Amo-twa  were  like  bank  notes,  but  only  pay- 
able once  III  three  years.  * 

This  bank  the  first  joint  stock  bank  of  issue, 
foiled  111  101/,  but  the  invention  was  found  to 
have  so  many  conveniences,  that  a commission 
w. IS  appointed  to  report  whether  the  State  might 
not  found  a bank  of  kiao-tseu.  The  Commisskm 
reported  in  favor  of  the  plan,  and  in  1023,  a 

F Y-tcheon,  the  capital 

ot  Uiu.  It  issued  notes  payable  every  three 
years,  as  the  former  ones,  and  all  private  issues 
were  forbidden.  In  1032,  it  was  found  that  its 
issues  Mm-e  1,256,340  taels,  or  about  9,422,550 
francs.  The  edict  founding  it  ordered  that  it 
should  have  a capital  of  360,000  taels  in  specie, 
i he  jnen-tsien  gradually  disaiipeared  before  the 
kiao-tseu.  In  1060,  punishment  of  death  was 
enacted  against  forgers  of  kiao-tseu. 

Ill  1069,  the  Government  established  a Bank 
of  kwo-tseu  at  Lou-tcheoii,  in  the  iiroviuce  of 
o-tong.  In  1070,  it  founded  a similar  one  in 

contractors  in  kiao-tseu 
nstead  of  tchao,  or  short  dated  bills,  as  they  had 
been  used  to.  The  contractors  were  so  discon- 
tented that  the  Government  had  to  give  up  the 
plan,  but  the  bank  was  kept  up 

The  kiao-tseu  were  redeemable  in  three  years. 
The  holder  might  have  specie  or  new  bills  at  his 

n’Vn^o  popular,  that 

n 1072,  when  seventeen  of  the  twenty-two  terms 

lad  ex^nred  only  6,340  taels  of  pajier  had  been 
laid  ort,  and  it  was  decided  to  create  a new  series 

f t'^i  ms,  to  the  amount 

• 4 1,-50,000  taels,  to  redeem  the  old  series.  In 
0/6,  on  pretence  that  the  merchants  made  too 
i rent  profits  at  the  expense  of  the  Govern  men  t, 

I he  i^ue  of  kiao-tseu  was  suspended  in  Cheu-sy 
. u 1094,  It  was  observed  that  trade  had  drawn  a 
1 irge  number  ot  kiao-tseu  to  Chen-sy,  and  the 
] rovince  where  they  were  issued  was  in  want  of 
I leiii.  To  remedy  this  a creation  of  150,000 
for  one  term  of  three  years  was  allowed. 

In  11 0_  issues  of  kiao-Ueu  y,crQ  resumed  in 
( heu-sy.  In  1107  those  of  Sse-tchueii  were 
r •placed  by  other  obligations,  called  tsien-ijn. 

t hith  ha.ve  been  so  Ireiiuently  practised  iu 
p oderii  times,  began.  The  Tartars  were  now 
1.  vadiug  the  country;  and  the  Chinese  Emperors 


I had  no  resource  except  to  create  immense  issues 
Ot  kiao-Ueu.  A new  series  was  created,  payable 
every  year,  of  which  one  of  the  new  was  equal 
to  tour  of  the  old.  The  kiao-tseu  were  replaced 
oy  tnen-yn  of  forty-three  terms,  payable  every 
year.  In  all  commercial  payments  above  10,000 
tsien  one-half  was  ordered  to  be  paid  iu  tsien-uiu 
and  one-half  in  copper.  These  orders  created 
, great  discontent  among  the  people.  Each  tsien- 
I yn  of  1,000  tsien  had  fallen  to  100.  In  1107- 
) 1121  the  banks  for  the  issues  of  tsien-yn  were 
relie\-cd^  from  the  necessity  of  cash  payments, 
ana  the  issm  s were  enormously  increased.  The 
I mm  of  1 000  tsien  had  now  fallen  to  10  tsien, 
bnortly  aftej-  this  they  were  suppressed.  They 
never  circulated  in  Fo-kien,  Kiang-tche,  or 
Hou-kouang ; but  chiefly  in  King-tong-si,  Hoai- 
nan,  and  Cai-fong-fu,  where  the  court  was,  and 
the  northern  provinces,  where  there  was  always 
a scarcity  of  money  to  carry  on  the  wmr. 

In  1131,  after  the  Tartars  had  conquered  the 
northern  provinces,  the  money  was  in  the  greatest 
aisorder.  To  pay  the  troops  new  bills,  called 
kouan-tseu,  were  created,  which  were  payable  in 
the  interior.  But  when  the  time  for  payment 
came,  the  government  could  only  pay  one  third 
part  of  their  value,  and  so  they  fell  to  a heavy 
discount.  In  1133  new  issues  were  made. 

Ill  1158,  under  the  same  Euiperor,  the 
copper  vessels  of  private  persons  and  of  the 
rmjgions  sects  were  confiscated.  In  IIGO  the 
oihcers  of  state  were  not  allowed  to  have  more 
I than  20,000  min  or  150,000  francs  in  money,  and 
I private  persons  half  as  much.  All  gold  and 
silver  was  ordered  to  be  brought  to  the  treasury  • 
and  in  exchange  bills  for  tea,  salt,  and  other 
things  were  given.  In  1159  new  state  bond.s, 
called  konan-Ueu  and  kong-kue  were  created,  the 
former  for  three  years,  and  the  latter  for  two. 

Iloai-sy  and  Ilon-kouang  received 
800,000  taels,  or  6 million  francs,  of  the  former  * 
Iloai-tong  received  400,000  taels  of  the  latter! 
i hey  were  divided  in  notes  equal  to  750  and 
7,500  francs. 

bills,  named  were  issued 

on  bulUou  in  the  Treasury ; and  the  government 
declared  that  they  would  only  use  them  in  the 
purchase  of  the  annual  supplies  of  salt  and  other 
necessaries,  and  not  for  state  expenses.  In  11C2 
death  was  denounced  against  forgers  of  these  bills! 
Each  bill  w'aa  for  1000  pieces,  (or  7.50  francs,) 
and  was  called  a tao.  Their  cii’culation  was  at 
tirst  limited  to  Liang-tche,  but  it  was  soon  ex- 
tended to  Iche-kiang,  Ilon-kouang,  and  Fe-king- 
sy.  The  government  paid  half  iu  specie,  and  half 
in  hoei-Lseu^  and  ordered  the  same  in  private 
payments.  lull  63,  the  new  Emperor  Hiao-tsoiiff 
created  hoei-tse>i  of  500, 300  and  200  pieces  (or  3.50 
2.25,  and  1.50  francs).  No  term  of  payment  was 
mentioned,  and  so  they  rapidly  fell  to  a heavy 
discount.  In  1166,  the  Emperor  issued  1,000,000 
ounces  of  silver  to  buy  them  up. 

Ill  1137,  a report  stated  that  in  Chu  or  Sse- 
tchnen,  which  was  the  parent  of  i>apcr  money 
there  was  a mass  of  37,800,000  of  taels  in  circula- 
tion, or  284  millions  of  francs.  In  1160,  it  had 
mcreased  to  41,470,000  taels  or  311  millions  of 
francs.  The  iron  specie  amounted  to  700,000  taels 
or  5,250.000  francs.  * 

In  1167,  a minister  reported  to  the  Enqxjror 
that  from  1160,  to  the  second  month  of  1166,  more 
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than  28  millions  of  tao  had  been  issued.  Of 
hoei-iseuj  aud  during  that  year,  15,600.00  more 
too  had  been  issued,  and  it  appeared  that  the 
Treasury  paid  out  each  month  from  six  to  seven 
hundred  thousand  taels,  or  from  4.5  to  5.25 
million  francs,  for  the  expenses  of  tlie  state.  On 
the  other  hand  the  Generals  refused  every  thing 
but  specie,  and  the  Governors  of  the  provinces 
refused  the  state  paper  in  payment  of  taxes.  This 
greatly  depreciated  their  value.  The  paper  on 
which  they  were  printed  was  so  bad,  that  five 
millions  wanted  to  be  renewed.  The  Govern- 
ment said  it  would  issue  new  notes  at  the  rate  of 
100  tsien  for  every  1000  isien  of  the  old  ones. 
This  new  fraud  greatly  increased  the  public 
distrust. 

In  1168,  the  exchange  of  the  old  for  the  new 
hoei-tseu  began.  They  had  an  echt^ance  of  three 
years  like  the  kiao-tseu.  and  each  series  amounted  to 
ten  millions  taels,  or  750  million  francs.  A com- 
mission of  2 per  cent,  was  charged  on  the  exchange. 
But  only  the  old  ones  which  had  the  words  kouan 
(thousand)  and  pe  (hundred)  still  legible,  w’erc 
exchanged  at  their  nominal  value.  The  verifica- 
tors  liad  to  distinguish  the  forged  notes,  and  trace 
them  to  their  first  issuer,  for  which  they  received 
a large  recompciice.  The  old  ones  were  only 
allowed  four  months  to  be  exchanged,  after  that 
they  were  not  to  be  current. 

^ III  1175,  the  necessity  fur  funds  to  carry  on  the 
Kin  war  made  the  government  resort  to  measures 
which  ruined  commerce  and  public  credit.  The 
tax  collectors  imputed  the  scarcity  of  money  to 
the  merchants,  who  were  forbidden  to  export  any. 
Every  merchant  vessel  was  searched  before  leaving 
by  a special  ofiicer  who  gave  it  a passport.  But 
the  merchants  embarked  their  specie  in  little  boats 
before  the  visit  of  the  inspector,  who  probably 
took  care  uot  to  see  too  much.  Severe  penalties 
were  denounced  against  all  who  took  away  money, 
but  iu  1179,  these  severe  decrees  could  not  be 
carried  out ; and  merchants  were  allowed  to  take 
with  them  a small  quantity  of  specie. 

The  government  by  several  decrees  in  1176, 
pat  olf  the  payment  of  the  several  series  of  hoei- 
tseu  till  1197.  In  1195,  Niug-tsong  declared  that 
each  series  of  hoei-tseu  should  consist  of  thirty 
millions  of  min,  or  225  million  francs.  In  1200, 
it  was  found  that  the  quantity  of  bills  called 
tchuen-yn  in  circulation  was  more  than  fifty-three 
million  of  min,  or  three  hundred  and  ninety-five 
million  francs;  and  besides  that  there  were  an 
almost  equal  quantity  of  bills  at  three  terms. 

In  1163,  the  government  had  created  a local 
paper  money,  to  circulate  in  the  provinces  ou  the 
river  Iloai.  The  hoei-tseu  were  prohibited  in 
these  provinces ; and  at  the  tolls  on  the  river, 
tickets  were  issued  to  serve  as  an  intermediary 
between  the  two  currencies.  Copper  money  was 
forbidden  in  these  provinces,  aud  iron  only  w^as 
allowed.  The  people  were  so  discontented  that 
the  decrees  had  to  be  rescinded.  In  1221,  more 
than  300,000  min  of  this  local  paper  money  w*as 
issued.  The  Government  always  tried  to  emit 
the  greatest  quantity  of  j>aper  money  in  the 
districts  exposed  to  the  attacks  of  the  enemy. 

It  ajipears  that  since  1160,  no  paper  money 
had  been  redeemed,  except  with  fresh  paper, 
which  reduced  the  credit  of  the  Government  to  a 
very  low  ebb.  All  the  state  officials,  civil  and 
military,  were  paid  iu  paper.  The  ai*my  was  iu 


want  of  necessaries.  Taxes  were  only  paid  in 
paper.  Copper  money  was  regarded  as  a rarity, 
and,  of  course,  the  more  the  paper  was  depreciated, 
the  more  the  price  of  food  rose.  Some  feeble 
elForts  were  made  to  improve  the  public  credit  by 
coining  copjier,  but  the  quantity  w'as  very  small, 
and  it  was  much  debased.  In  1210,  the  Govern- 
ment sent  a quantity  of  gold  and  silver  to  Sse- 
tchuen,  where  a new  issue  of  thirteen  million 
min,  iu  bills,  had  greatly  depreciated  them.  The 
tchuen-yn  of  1,000  pieces  had  fallen  to  400  and 
100  pieces.  The  specie  sent  was  sufficient  to  buy 
up  thirteen  million  min  of  tchuen-yn,  and  their 
value  rose  to  500  pieces  of  iron  in  Sse-tchuen. 
Beyond  this  province  the  paper  w'as  only  worth 
170  pieces. 

For  nearly  a century,  the  Niu-tchy,  who  had 
conquered  the  north  of  China,  had  followed  the 
example  of  the  Chinese,  and  created  a paper 
money,  in  their  kingdom  of  Kin,  which  was  called 
kiao-tchao.  They  made  the  tributary  provinces 
jiay  in  nothing  but  copper,  and  they  paid  them- 
selves only  iu  paper.  This  paper  was  issued  with 
an  echeance  of  seven  years,  when  it  was  promised 
to  be  paid  in  specie.  But,  of  course,  this  could 
not  be  done,  and  the  paper  money  fell  to  a 
discount. 

The  Chinese  historian  says,  “ Paper  should  not 
be  made  money ; it  should  only  be  used  as  a re- 
presentative sign  of  metallic  values,  or  necessaries, 
w'hich  should  be  immediately  exchanged  for 
specie,  aud  economise  its  transport.  Such  was 
the  original  use  of  paper  amoug  merchants.  The 
Government,  adopting  this  invention  from  private 
persons,  made  it  into  money ; and  then  abused  its 
original  intention.”  The  same  writer  says,  in 
another  place,  that  in  a country  which  had  no 
I medium  of  exchange,  except  copper  aud  iron,  the 
I use  of  paper  as  a bill  of  exchange,  or  note  pay- 
. able  to  bearer,  was  of  great  use  in  commerce. 
But  the  Chinese  Government,  whose  rapacity  had 
committed  so  many  frauds  ou  the  coinage,  could 
not  respect  this  useful  invention,  when  the  cost 
of  the  war  made  a contiuual  demand  for  money. 
It  only  maintained  its  engagements  during  the 
period  of  the  first  issue  of  kiao-tseu,  at  Y-tcheon  ; 
that  is,  for  about  seventy-five  or  eighty  years. 

The  Kin  Government  was  attacked  by  the 
^longols  and  the  Chinese,  and  it  resorted  to  the 
same  devices  of  issuing  paper  money.  The  de- 
preciated kiao-tchao  were  replaced  by  pao-kuen, 
tkong-pao,pao-tsuen,tchin-ho,yfh\c\\  were  printed 
on  silk,  aud  by  pao-hoei.  These  were  all  species 
of  inconvertible  paper  money.  The  last  men- 
tioned were  from  1 to  4 tsien,  that  is,  from  .7  to 
3 centimes. 

No  more  metallic  currency  was  made  in  China 
till  1276,  when  the  Soung  dynasty  was  over- 
thrown. The  only  currency  was  the  depreciated 
hoei-tseu.  In  1235  a minister  speaks  of  two 
species  of  hoei-tseu,  at  sixteen  aud  seventeen 
terms,  and  complains  of  their  daily  increasing 
depreciation,  and  the  rise  of  necessaries.  In 
1256,  in  order  to  diminish  their  number,  it  was 
ordered  that  the  wine  duties  should  be  received 
iu  them,  and  then  they  were  to  be  burnt.  In 
1265  the  hoei-tseu  were  so  utterly  depreciated, 
that  a uew  paper  money  was  created,  callwl  kien- 
tsien-kouan-tseu.  There  was  also  a species  called 
yn-kouan,  or  silver  notes.  The  Government  issued 
one  of  these  last  to  redeem  three  hoei-tseu  of 
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eighteen  terms;  and  received  the  hoeutseu  of 
seventeen  terms  in  payment  of  the  grain  it  sold  to 
the  people,  and  then  burnt  them.  This  was  the 
last  effort  of  the  Soung  dynasty;  and  China  then 
fell  under  the  Mongolians,  greatly  owing  to  the 
demoralization  caused  by  the  misery  produced  by 
the  paper  money. 

Many  of  the  officers  of  the  Mongolian  king, 
Ogodai  (1227 — 1248),  had  urged  him  to  issue 
kiao'tchao^  in  imitation  of  the  Kin  kings.  His 
minister,  however,  Y"e-liu-tchou-tsai,  had  warned 
him  of  the  danger  of  paper  money;  and  told  him 
that  the  paper  was  refused  in  payment  of  taxes, 
and,  in  consequence,  w'as  so  depreciated,  that  a 
cake  of  rice  cost  11,000  min^  or  75,000  francs. 
He  advised  that  if  the  king  was  determined  to 
issue  paper  money,  its  value  should  not  exceed 
10,000  ting  of  silver,  or  about  750,000  francs. 
This  sage  counsel,  however,  was  not  observed. 
In  1260,  Koblai,  or  Chi-tsow,  the  first  Mongol 
Emperor,  who  conquered  all  China,  Issued  kiao- 
tchaoy  which  M’ere  already  depreciated  one  half. 
In  the  same  year  new  issues  were  made,  called 
tchong-tong-yuen-pao^tchao  of  several  sorts,  be- 
sides some  printed  on  silk,  called  ichong-tovg-yn^ 
ho.  In  1264,  banks  were  erected  throughout  the 
empire  for  the  issue  of  these  notes.  In  1276,  new 
notes,  called  being  little  more  than  a 

centime  or  two.  In  1279,  these  issues  were 
stopped,  but  the  old  ones  continued  in  circulation, 
though  at  a constantly  increasing  depreciation. 
In  1288,  new  issues  w'cre  made,  in  which  one 
Qew  note  was  given  for  five  of  the  same  nominal 
value  of  the  old.  Thus  the  Government  defrauded 
ts  creditors  of  eighty  per  cent,  of  their  debts. 

It  was  at  this  period  that  the  celebrated  Vene- 
ian  traveller,  ilarco  Polo,  visited  China;  and 
liscovered  the  existence  of  this  paper  money. 

[n  b.  ii.,  c.  18,  he  gives  an  account  of  its  manu- 
actiire.  He  says  that  it  was  made  in  Kanbalu. 
The  inner  rind  of  the  mulberry  tree  ■was  steeped 
ind  pounded  in  a mortar,  and  then  made  into 
)aper,  resembling*  tliat  made  from  cotton,  but 
(uite  black.  It  was  then  cut  into  pieces  nearly^ 
quare,  but  of  different  sizes.  The  smallest  were 
<f  the  value  of  a Denier  tournois  ; the  next  for  a 
Venetian  groat ; others  for  two,  five,  and  ten 
Toats;  others  for  one  to  ten  gold  besants. 
Several  officers  liad  to  subscribe  their  names,  and 
»lace  their  seals  on  each  note,  which  was  then 
tamped  with  the  royal  seal  dipped  in  vermillion. 
Counterfeiting  was  a capital  offence.  It  had  then 
. forced  ^ currency,  and  no  one  dare  refuse 
t on  pain  of  death.  Caravans  of  merchants 
i rrived  with  their  goods,  which  they  laid  before 
he  king ; who  selected  what  he  pleased,  and  paid 
hem  in  this  money.  When  any  one  wished  to 
• xchange  old  money  for  new,  it  was  done  at  the 
; lint,  at  a charge  of  three  per  cent.  If  any  one 
i Iso  wanted  gold  or  silver  for  manufacture,'  they 
t ould  obtain  bullion  at  the  Mint  in  exchange  for 
1 be  paper.  He  also  mentions  many  cities  where 
) e observed  this  money. 

In  1309,  the  Emperor  Won-tsong,  seeing  the 
] aper  much  depreciated,  issued  a third  species, 
(ailed  tchi-ta~yn-tekao;  which,  in  fact,  replaced 
lie  old  at  a depreciation  of  eighty  per  cent. 

. Jthough  some  coinages  of  metal  were  issued, 
t lis  paper  was  the  only  money  recognised  by  the 
( iovernment  till  the  end  of  the  Mongol  dynasty'. 

1 rom  1341-1367,  new  issues  were  made'  which 


were  to  replace  the  old  ones,  and  were  called 
kiao‘ichao  of  the  period  tchi-tengy  as  if  the  new 
ones  were  better  than  the  old.  Rut  no  one  would 
take  them.  During  this  period,  insurrections  broke 
out  in  every  quarter,  which  the  author  of  the 
work  Tsao^mouy  which  is  a continuation  of  Mato- 
nan-lin,  attributes  to  the  general  discontent  caused 
by  the  abuses  of  paper  money  by  the  Alongols. 
But  he  does  justice  to  the  proper  use  of  paper. 
He  recalls  the  excellent  effects  which  the  creation 
of  the  kiao-tseu  by  Tchang-yang  had  previously 
had  in  Sse-tcliuen.  “ Then, ’’says  he,  “ it  was  or- 
dered that  at  the  offices  of  the  rich  merchants  who 
managed  the  enterprise,  when  the  notes  were  paid 
in  the  money  came  out,  when  the  bills  came  out 
the  money  went  in.  The  money  was  the  mother, 
the  note  was  the  son.  The  son  and  the  mother 
were  reciprocally  exchanged  for  each  other." 
Thus  we  see,  that  even  the  famous  Currency 
Principle  was  invented  in  China  500  years  ago  ! 
This  is  just  the  doctrine  of  some  modern  writers, 
that  the  sole  duty*  of  a bank  is  to  exchange  specie 
for  paper  and  paper  for  specie*  It  was  not  so, 
however,  under  the  Mongols  who  sought  to  make 
the  Chinese  take  their  paper  by  force,  and  took 
away  all  their  specie,  and  then,  by  wounding  the 
Chinese  to  the  quick,  took  away  their  courage. 
The  Mongols  spent  the  money  they  had  extorted 
from  the  people  on  foreign  luxuries,  and  being 
thus  enervated,  they  were  expelled  in  1368  from 
the  country  which  they  had  held  nearly  a century. 

It  was  during  this  period  that  the  famous 
English  traveller,  Sir  John  Mauudeville,  visited 
China,  and  he  gives  an  account  of  the  paper 
money  there.  He  says  {Travelsy  p.  239.  Edit 
1839)  speaking  of  the  Emperor  of  Cathay 
or  China— “ This  Emperour  may  dispendeu  als 
moche  as  he  wile  with  oiiten  estymacioun.  For  he 
de.speudethe  not,  ne  makethe  no  money’,  but  of 
lether  empreuted,  or  of  pajiyre.  And  of  that 
money  is  som  of  gretter  prys,  and  som  of  Icsse 
prys,  aftre  the  dyversitic  of  his  statutes.  And 
whan  that  money  hathe  ronne  so  longe,  that  it 
begynnethe  to  waste,  than  men  beren  it  to  the 
Emperoure’s  Tresoryc,  and  than  thei  taken  newe 
money  for  the  old.  And  that  money  gothe 
thorghe  out  all  the  contree,  aud  tliorghe  out  all 
his  provynces.  For  there  and  beyond  hem  thei 
make  no  money  nouther  of  gold  nor  of  sylver. 
And  therefore  be  may  despeude  yuow  and  out- 
rageously.*’ 

The  Emperor  Hong,  the  founder  of  the  Ming 
dynasty,  tried  to  restore  a metallic  currency, 
but  in  1375  the  finances  were  in  such  disorder, 
that  the  Imperial  Council  ordered  notes,  called 
ta-ming-paO‘chaOy  or  paper  money  of  the  great 
Ming.  Each  tchao  was  worth  an  ounce  of  silver, 
or  7.50  francs.  It  was  ordered  that  four  of  these 
sliould  exchange  for  one  ounce  of  gold.  Thus 
the  proportion  of  gold  to  silver  had  varied  from 
10  to  1 to  4 to  1.  IMvate  persons  were  forbidden 
to  use  gold  and  silver  in  commerce,  but  were 
ordered  to  bring  it  to  govermuent,  aud  receive 
tchao  instead.  The  tchao  and  the  copper  money 
were  received  in  payment  of  taxes.  In  1393 
three  offices  were  erected  in  the  Eastern  provinces, 
to  each  of  which  30,000  ting  (300,000  Chinese 
ounces,  or  2,500,000  francs)  were  sent  to  be 
issued. 

In  1403,  the  tchao  of  the  Mings  had  fallen  to  a 
heavy  discount.  The  Emperor  Tebing-tsou  re- 
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newed  the  prohibition  to  use  gold  and  silver 
in  exchanges,  whosoever  did  so  was  to  be  punished 
as  forgers  of  the  Imperial  ordinances. 

In  1426,  the  tchao  whicli  were  worn  out  were 
called  in,  In  1450,  Ya-tsong  forbade  even  copper 
money  to  be  used  in  commerce.  In  1455,  his 
successor,  King-ty,  ordered  all  the  current  tchao 
to  be  called  fn  and  burnt.  In  1467,  Chun-tsong 
ordered  all  payments,  both  private  aud  public,  to 
be  made,  one  half  in  specie  and  one  half  in  tchao. 

The  last  time  the  tchao  are  mentioned  in  history 
is  in  1489,  when  the  Emperor  Hiao-tsong  issued 
a decree  against  the  government  officials  and  rich 
men  speculating  in  tchao.  After  this,  metallic 
money  seems  to  have  been  brought  into  circu- 
lation. In  1576,  silver  was  generally  used  in 
commerce.  In  1593,  in  a work  called  Souan-fa- 
tong-tsongy  ■which  is  a collection  of  treatises  on 
arithmetic  and  geometry,  prices  are  usually  esti- 
mated in  silver  ounces,  but  sometimes  in  tchao. 
In  one  place  500  paper  ounces  are  estimated  as 
equal  to  one  silver  ounce,  though  in  another  place 
the  depreciation  stated  is  not  so  great.  In  the 
introduction  tchao  are  mentioned  as  legal  tender 
as  well  as  silver.  Then  from  1160  to  the  end  of 
the  16th  century  inconvertible  paper  money  had  a 
forced  currency  iu  China,  and  displayed  exactly 
the  same  phenomena  as  have  been  so  often  seen 
iu  modern  times  iu  Europe  aud  America. 

Iu  1644,  the  Maiitchous  or  Tartars  conquered 
all  China,  and  seeing  that  the  paper  money  was 
quite  discredited,  and  bad  been  one  of  the  great 
causes  of  the  overthrow  of  the  Ming  dynasty 
they  totally  suppressed  it.  In  this  they  pro- 
ceeded to  the  other  extreme,  and  great  destruction 
to  commerce  was  caused  by  the  prohibition  to  use 
anything  but  specie  in  any  transaction.  The 
Tartar  Government  has  never  issued  anything  but 
specie,  but  it  is  certain  that  there  are  Banks  in 
China  which  issue  notes,  as  an  account  is  given  of 
some  in  the  Chinese  Repository  for  1846.  But 
that  only  describes  those  issued  iu  one  town,  aud 
we  have  no  knowledge  how  far  their  use  is 
general. 

We  have  given  this  account  of  Chinese  paper 
money  because  we  are  not  aware  that  any  ac- 
count of  it  has  ever  been  published  iu  English, 
and  it  may  probably  be  new  to  our  readers  to 
learn  that  all  the  phenomena  which  have  been 
displayed  in  Europe  and  America  by  the  issue  of 
paper  money,  were  exhibited  in  China  many  cen- 
turies ago.  We  even  find  that  there  were 
strenuous  a-lvocates  for  the  “Currency  Principle*’ 
in  China  500  years  ago.  We  have  not,  however, 
been  able  to  discover  whether  they  had  banks  for 
the  purpose  of  discounting  bills  of  exchange, 
They  had  issues  of  paper  in  exchange  for  specie, 
and  also  government  paper  money,  but  we  do  not 
find  that  they  had  what  we  call  a solid  paper 
credit,  that  is  instruments  of  credit  created  for 
the  purpose  of  facilitating  commerce,  and  then 
extinguished ; which  is  the  only  system  of  paper 
which  is  not  followed  by  depreciation. 

The  first  paper  money  that  we  are  aware  of  iu 
Europe,  was  that  issued  by  the  City  of  Milan,  in 
the  13th  century,  mentioned  by  Cibrario,  who 
quotes  Giuliui  Memorie  di  Jii/ano,  VII.  540. 
This  issue  was  paid  off,  and  we  do  not  find  that 
the  Italian  cities  ever  again  availed  themselves  of 
so  obvious,  but  so  dangerous  an  expedient. 


We  need  not  load  our  pages  with  circumstantial 
accounts  of  the  paper  money  of  other  countries, 
such  as  Russi.a,  Austria,  &c.,  as  the  story  is  the 
same  in  all.  The  history  of  the  Assignats,  Law’s 
Mississippi  scheme,  and  the  paper  money  of  the 
American  colonies,  furnish  ample  materials  to 
study  the  pathology  of  the  subject  without  repeat- 
ing the  wearisome  details. 

The  nearest  approach  to  paper  money  which 
has  been  in  England,  were  the  issues  of  the  Bank 
of  England  during  the  Revolutionary  war.  But 
the  government  strenuously  repudiated  the  name 
of  paper  money,  and  Bank  Notes  were  never 
actually  made  legal  tender.  The  issues  were 
never  made  by  the  Government  but  by  the  Bank, 
M'ho,  as  may  be  seen  in  the  history  of  Banking  in 
England,  resisted  the  importunities  of  Mr.  Pitt. 
If  Mr.  Pitt  had  had  the  power  in  his  o'wn  hands, 
it  seems  probable  that  he  would  have  run  just  the 
same  course  as  so  many  others  have  done,  before 
and  since.  AVhen  the  Bank  stopped  in  1797,  it 
was  expected  that  the  notes  would  fall  to  a heavy 
discount,  as  they  had  done  in  1696,  but  this  did 
not  happen.  No  sensible  depreciation  took  place 
till  1801,  when  the  great  scarcity  of  coin,  and  the 
demand  for  gold  caused  by  the  commercial  crisis 
in  Germany,  coupled  with  the  absurd  usury  laws, 
which  prevented  gold  finding  its  natural  price 
here,  caused  immense  quantities  to  be  exported. 
This,  of  course,  raised  the  paper  price  of  gold. 
Lord  King,  and  other  able  writers,  then  called 
public  attention  to  the  fiict,  and  proclaimed  the 
doctrine,  which  was  perfectly  well  understood  in 
America  60  years  before,  that  the  rise  of  the 
market  price  of  specie  was,  in  fact,  the  proof  and 
the  measure  of  the  depreciation  of  the  paper.  In 
a year  or  two,  however,  the  market,  or  paper, 
price  fell  to  about  £4,  and  the  depredation 
being  so  slight  was  comparatively  little  felt. 
But  Cobbett  continued  to  maintain  the  doc- 
trine that  it  was  depreciated,  in  his  Register. 
Gold  continued  at  about  £4  in  paper  per  ounce 
till  1809,  when  the  country  banks  having  mul- 
tiplied to  an  inordinate  extent,  and  the  Rank 
of  England  having  immensely  extended  its  issues, 
and  tliereby  fostering  an  extravagant  commercial 
speculation,  the  paper  price  of  gold  began  rapidly 
to  rise.  It  was  at  this  period  Ricardo,  "who  had 
attained  a distinguishetl  position  on  the  Stock 
Exchange,  came  forward  aud  republished  the 
doctrines  of  Lord  King,  that  the  high  price  of 
bullion  was  the  proof  of  the  depreciation  of  the 
paper.  This  pamphlet  appeared  at  a fortunate 
period  for  the  author,  as  the  increased  price  of 
gold  rapidly  became  serious,  and  attracted  the 
attention  of  Parliament.  In  1810,  the  celebrated 
Bullion  Committee  was  appointed,  which  adopted 
the  doctrine  that  the  rise  of  the  market  price  of 
gold  and  the  fall  of  the  foreign  exchange  was  the 
proof  and  the  measure  of  the  depreciation  of  the 
paper.  The  recommendations  of  the  Report  were 
rejected  by  Parliament,  and  the  price  of  gold  con- 
tinued to  rise  till  1815.  In  that  and  the  following 
year  there  was  a great  destruction  of  country 
banks,  and  a vast  amount  of  their  issues  being 
cleared  away,  the  value  of  the  remaining  paper  rose 
very  nearly  to  par,  aud  continued  so  till  the  end  of 
1818,  when,  owing  again  to  the  mismanagement  of 
the  Bank,  it  became  depredated  for  a year  or  so. 
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Table  shewinfrthe  chief  variations  in  the  Market 
Price  of  Gold  mdlionfrom  1790  to  1819,  aiul  the 
real  value  of  the  Bank  Note  ditring  the  restriction. 


Market  Price 
of 

Gold  Bullion. 

j Real  Value 
1 of  the 

j Bank  Note, 

£ s.  d. 

£ 8.  d. 

Jan.  1790  ) 

to  [ 

3 17  6 

Aug.  25,  1707  I 
Sept.  1,  1797  I 

to  f 

3 17  lOJ 

1 0 0 

Oct.  19,  1798  f 
Oet.  1798  ] 

to  [ 

3 17  9 

1 0 0 

Sept.  13,  1799  ) 
Sept.  20,  1799  ) 

to  [ 

No  Quotation. 

April  0, 1804  ) 
April  13, 1804  ) 

to  [ 

4 0 0 

0 19  6 

Oct.  15, 1805  ) 

July  1808 

No  Quotation. 

Feb.  1809 

4 10  0 

0 17  4 

May  1809 

4 11  0 

0 17  1*7 

Jan.  1810 

4 13  3 

0 16  9*3 

Oct.  9,  1810 

4 5 0 

0 18  4-2 

Feb.  12,  1811 

4 12  0 

0 16  11*4 

Mar.  20, 1811 

4 16  0 

0 16  3 

Oct.  2.5, 1811 

4 18  0 

0 15  11 

Oct.  2,  1812 

5 7 0 

0 14  5 

Jan.  22,  1813 

5 4 0 

0 15  0 

Aug.  6. 1813 

5 10  0 

0 14  2 

Feb.  1814 

5 8 0 

0 14  4-2 

April  12,  1814 
May  31,1814 

5 5 0 

0 14  9 

5 3 0 

0 15  1-7 

June  7,  1814 

5 0 0 

0 15  7-2 

June  28,  1814 

4 10  0 

0 17  4 

Sept  20,  1814 

4 6 0 

0 18  1*6 

Nov.  15,  1814 

4 8 0 

0 17  8*7 

April  4,  1.815 

5 7 0 

0 14  5 

June  9,  1815 

5 5 0 

0 14  10 

June  30, 1815 

5 0 0 

0 15  7-2 

July  7,  1815 

4 14  0 

0 16  7*2 

Aug.  4,  1815 
Sept.  15,  1815 

4 10  0 

0 17  4 

4 9 0 

0 17  6-3 

Oct.  13, 1815 

4 3 0 

0 18  9*5 

Jan.  2, 1816 

4 2 0 

0 19  0*3 

April  9,  1816 

4 1 0 

0 19  3-1 

April  23,  1816 

4 0 0 

0 19  6 

July  9,  1816 

3 19  0 

0 19  8-7 

Oct.  8,  1816  ] 

to  [ 

3 18  6 

0 19  10*2 

April  4,  1817  ) 

April  18,  1817 

3 19  0 

0 19  8*7 

July  IK,  1817 

4 0 0 

0 19  6 

Jan.  2ik  1818 

4 1 0 

0 19  3-1 

Feb.  13.  1818 

4 2 6 

0 18  11 

Oct.  6,  1818 

4 2 0 

0 19  0*3 

Jan.  22,  1819 

4 3 0 

0 18  9*5 

Ojj  the  Regulation  op  a Papee  Currenct. 


We  have  in  the  article  Credit,  as  well  as  in 
this  one,  shewn  that  it  is  one  of  the  most  im- 
portant doctrines  of  Political  Economy  to  under- 
stand that  instruments  of  Credit,  such  as  Bills  of 
Exchange,  Bank  Notes,  Bank  Credits,  &c.,  are 
separate  and  independent  articles  of  property, 
wholly  distinct  from  money  and  commodities, 
and  that  they  do  not  represent  money,  as  Bills  of 
Lading  represent  goods.  However,  they  only 
maintain  their  value  through  the  belief  and 
confidence  that  they  can  be  exchanged  for  money, 
and  if  that  belief  or  confidence  fail,  their  whole 
value  vanishes  into  air.  AV^hen  we  consider  the 
colossal  amount  of  this  property,  which  exists  in 
modern  times,  consisting  of  many  hundreds  of 
millions  in  value,  the  destruction  of  which  is  in 


every  respect  equivalent  to  the  destruction  of  any 
other  species  of  tangible  property,  we  can  at  once 
see  the  amazing  imj)ortance  of  the  question  as  to 
the  best  method  of  maintaining  the  value  of  this  pro- 
perty, and  guarding  against  its  liability  to  destruc- 
tion. When  wcconsiderthatthevalueofthisspecies 
of  property  in  this  country  on  a moderate  estimate 
cannot  be  placed  at  less  than  <£1,000,000,000, 
and  that  the  cash  is  not  supposed  to  exceed 
£70,000,00(>,  we  see  that  the  value  of  the  credit 
is  somewhat  in  what  physicists  would  call  a posi- 
tion of  unstable  equilibrium.  This  wonderful 
mass  of  prciperty  may,  if  mismanaged,  come  to 
resemble  what  is  said  to  have  taken  place  upon 
opening  the  tombs  of  some  Etrurian  Kings. 
There  appeared  to  be  the  form  of  a mau  reposing 
and  arrayed  in  his  royal  robes,  but,  upon  the 
slightest  vibration  disturbing  the  atmosphere,  it 
immediately  sank  into  a few  spoonfulls  of  dust. 

All  tiieories  of  paper  cuirency,  however  num- 
erous and  jterplexed  they  may  appear,  may  be 
reduced  to  three  varieties : — 

1.  To  issue  paper  based  upon  Bullion. 

2.  To  issue  paper  based  upon  Land,  the  Public 

Funds,  or  upon  commodities. 

3.  To  issue  an  inconvertible  currency,  that  is 

paper  money. 

AVe  have  already  given  sufficient  examples  of 
the  last  of  these,  and  as  the  advocates  of  such  a 
plan  in  this  country  ai*e,  we  believe,  almost  if  not 
quite  extinct,  we  may  pass  it  over  as  not  worth 
arguing  about.  The  second  theory  is  John 
Law’s,  and  as  we  have  given  a full  account  of  it 
under  Law,  we  refer  to  that  article.  AA^e  may 
confine  our  attention  to  the  first  alone,  which 
makes  bullion  the  only  proper  basis  of  a paper 
currency. 

But  the  advocates  of  this  theory  are  divided 
into  two  sects.  The  one  maintains  that  bank 
notes,  payable  to  bearer  on  demand,  alone  are 
currency,  ami  excludes  all  other  forms  of  paper 
credit  from  that  title;  and  they  maintain  this 
doctrine — 

That  if  bank  notes  are  permitted  to  he  issued 
they  ought  to  he  exactly  equal  in  quantity  to  the  coin 
they  displace. 

This  IS  called  the  Currenct  Principle. 

The  other  party  maintains  that  this  limitation 
is  unnecessary,  and  that  it  is  too  severe.  They 
say  that  if  the  notes  are  made  payable  on  demand, 
and  are,  practically  speaking,  convertible  at  the 
will  of  the  holder,  that  the  extent  of  these  issues 
may  safely  very  gi’eatly  exceed  the  amount  of 
specie  that  would  be  in  circulation  under  a purely 
metallic  currency.  They  say  that  there  is  no 
possibility  of  judging  by  the  absolute  numerical 
quantity  of  paper  wliether  it  is  excessive  or  not, 
and  that  the  only  test  whether  paper  is  excessive 
or  not  is  to  be  found  in  the  price  of  gold  bullion 
and  the  state  of  the  foreign  exchanges. 

On  the  CURRENCY  PRINCIPLE. 

AVe  saw  in  the  preceding  account  of  Chinese 
paper  money  that  when  the  Government  had 
brought  the  country  to  a state  of  the  deepest 
distress  by  their  extravagant  issues  of  paper 
money,  a writer  sighed  for  the  days  when  no 
paper  was  issued  except  in  exchange  for  specie, 
and  specie  was  exchanged  for  paper.  This  is 
the  first  instancCi  that  we  arc  aware  of,  of  the 
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doctrine  which  is  calletl  the  ('ukrknut  Prin- 
ciple. The  m*?vt  enuiiciiition  of  it  that  Ave  are 
aware  of  is  iu  John  Law’s  ^foney  and  Trade 
Comidered,  ]>■  73,  edit  1755,  where  he  says: — 
“Some  are  against  all  banks  where  the  money 
docs  not  lie  yiledged  equal  to  the  credit.” 

It  Avas  upon  tliis  principle  that  the  Banks  of 
Venice,  Amsterdam,  and  Hamburgh  Avere  con- 
structed. These  places  Averc  the  centres  of  a 
giT.at  foreign  commoree.  and,  as  a natural  conse- 
quence, an  immense  quantity  of  coin  of  all  .sorts, 
of  ditferent  countries  and  (lenoininations,  was 
brought  by  the  foreigners  Avho  resorted  to  them. 
These  coins  Avere,  moreover,  greatly  clipped,  Avorn, 
and  diminished.  Tliis  degraded  stale  of  the  cur- 
rent coin  produced  intolerable  inconvenience, 
disorder,  and  confusion  among  merchants,  who, 
Avhen  they  had  to  make  or  receive  payment  of 
their  bills’  had  to  offer  or  receive  a bagful  of  all 
sorts  of  different  coins.  The  settlement  of  these 
bills,  therefore,  inA*olved  perpetual  disputes, — 
which  coins  Avere  to  be  received,  and  Avhich  Avere 
not,  and  hoAv  much  each  Avas  to  count  for.  In 
order  to  remedy  this,  it  became  absolutely  neces- 
sary that  some  fixed  uniform  standard  of  payment 
should  be  devised,  to  ensure  regularity  and  a 
just  discharge  of  debts.  In  order  to  do  this,  the 
magistrates  of  tliese  cities  instituted  a Bank  of 
Deposit,  ill  which  every  merchant  placed  all 
their  coins  of  different  Avcights  and  nations. 
I hcse  were  all  Aveighed,  and  the  bank  gave  him 
credit,  either  in  the  form  of  notes,  or  an  entry  in 
their  books,  exactly  corresponding  to  the  real 
amount  of  the  bullion  deposited.  The  OAvner  of 
this  credit  was  entitled  to  ha\  e a certain  quantity 
of  coin  of  full  Aveight  on  demand.  These  credits, 
therefore,  always  insured  a uniform  standard  of 
jiaymeut,  and  it  Avas  enacted  tliat  all  bills  upon 
the  resjiective  cities,  ab(»ve  a certain  amouni 
should  be  paid  in  these  credits,  Avhich  Avere  called 
bank  money.  The  consequence  Avas  evident : as 
this  bank  money  avu.s  always  exrhaiigeable  for 
money  of  full  Aveight  on  demand,  it  Avas  always 
at  a iiremium,  or  agio^  as  compared  with  tlie 
current  money,  Tlie  difference  AAas  usually  from 
5 to  9 per  cent,  in  the  different  cities.  Tlie  ex- 
]Aression,  agio  or  premium,  is  likely  to  mislead, 
because  it  is  evident  tliat  it  Avas  the  bank  money 
that  Avas  the  true  standard,  and  the  current 
money  that  Avas  at  a discount. 

These  banks  professed  to  keep  all  these  coius 
and  bulliou  in  their  vaults,  'i'hey  made  no  use 
of  them  in  the  Avay  of  business,  as  by  way  of 
discounting  bills.  Thus  the  credit  created  Avas 
exactly  equal  to  the  specie  deposited,  and  their 
sole  business  was  to  exchange  specie  for  paper, 
and  paper  for  specie. 

They  Avere  examples  of  the  Ccrrenct  Prin- 
ciple, and  they  are  the  models  to  Avhich  many 
persons  would  Avish  to  see  all  banks  reduced, 
and  we  shall  see  that  they  maintain  that  paper 
should  fluctuate  in  quantity  exactly  as  a metallic 
currency  Avould  do  if  there  were  no  paper ; and 
that  if  paj)er  is  substituted  for  specie,  it  can  only 
maintain  an  equality  of  value  with  specie  by 
being  exactly  equal  in  quantity  to  Avhat  the  specie 
Avoiild  have  been  if  there  were  no  paper. 

Those  who  supiwrt  this  doctrine,  hoAvever.  in 
modern  times,  rely  ])robably  upon  some  passages 
in  Adam  Smith,  Avliich  we  shall  noAv  lay  before 
nur  readers  and  examine.  In  B.  ir.  c.  1 1 T p.  12G, 


d/cCVA)cA’.v  edition)  Smith  .speaks  of  the  substi- 
tution ofn  paper  currency  for  money,  and  says 
that  the  Avay  in  Avhich  this  tends  to  increa.se  tl)e 
revenue  of  the  Society  is  not  very  obvious,  and 
which  lie  then  endravuiir.s  to  explain.  After 
saying  that  a banker,  avIio  lias  obtained  tlie  CfUi- 
fidence  of  the  public,  may  substitute  his  own 
notes  for  specie,  and  support  their  credit  by 
keeping  perhaps  only  one-fifth  in  s]»ecie,  he 
shcAvs  Avhat  becomes  of  the  remaining  specie. 
He  sav.s : — 

“Let  us  .suppose,  for  example,  that  the  Avhole 
circulating  money  of  some  particular  country 
amounted,  at  a particular  tinn*,  to  one  million 
sterling,  tliat  sum  being  iheii  siillicient  for  circu- 
lating the  Aviiole  annual  produce  of  their  laud  and 
labour.  Let  us  suppose,  too,  that  some  time 
thereafter  different  banks  and  l»aiilcers  issued 
promissory  notes  jiayable  to  bearer  to  the  extent 
of  one  million,  reserving  in  their  different  coffers 
£200,000  for  answering  occasimuil  demands. 
There  Avonld  remain,  therefore,*  in  cinnilalion 
£800,000  in  gold  and  siher,  ami  a million  of 
bank  notes,  or  eighteen  luuidred  thousand  pounds 
of  paper  and  nuniey  together.  But  the  animal 
produce  of  the  laud  and  labour  of  the  country 
had  before  reijuired  only  one  million  to  circulate 
and  distribute  it  to  its  proper  consumers,  and 
that  annual  produce  cannot  be  immediately  o//g- 
mented  by  these  operations  of  banking.  One 
million  therefore  Avill  be  sufficient  to  circulate  it 
after  them.  The  goods  to  be  bouglit  and  sold 
being  precisely  the  same  as  before,  tlie  same 
quautitA*  of  money  Avill  be  sufficient  for  buying 
and  selling  them.  I he  channel  of  circulation, 
if  1 may  be  alloAA'cil  such  au  expression,  will 
remain  precisely  the  same  as  before.  One  million 
Ave  IiaA'c  supposed  sufficient  to  till  that  channel. 
Whatever,  therefore,  is  poured  into  it  beyond  ihis 
sum  cannot  run  in  it,  but  must  overflow.  Guo 
million  eight  huudreil  thousand  pounds  are 
poured  into  it.  Eight  Imudred  thousand  pournls 
therefore  must  overflow,  that  sum  being  over  and 
above  Avhat  can  be  emphiyul  in  the  circulation  of 
tlie  cuiintrv.  But  though  this  sum  cannot  bo 
employed  at  home,  it  is  too  valuable  to  be  allowed 
to  lie  idle.  It  Avill  therefore  be  .sent  abroad,  in 
order  to  seed;  that  protitable  employment  which 
it  cannot  find  at  homo.  But  the  papei  cannot  go 
abroad,  because  at  a distance  from  the  banks 
which  issue  it,  and  from  the  country  in  which 
payment  of  it  can  be  enacted  by  law,  it  will  not 
be  received  in  common  i»aymeiits.  Gold  and 
silver,  therefore,  to  the  amount  of  eight  hundred 
thousand  pounds,  Avill  be  sent  abroad,  and  the 
channel  of  home  circulation  will  remain  tilled 
Avith  a milliou  of  paper,  instead  of  the  million  of 
those  metals  Avhich  tilled  it  before. 

“ But  though  so  great  a quantity  of  gold  and 
silwr  is  thu.s  sent  abroad,  Ave  must  uot  imagine 
tiiat  it  is  sent  abroad  for  nothing,  or  that  its 
proprietors  make  a present  of  it  to  foreign  iiutious. 
They  Avill  exchange  it  for  foreign  goods  of  some 
kind  or  another,  in  order  to  supply  the  con- 
sumption either  of  some  other  foreign  country,  or 
of  their  own. 

If  they  employ  it  in  purchasing  goods  iu  one 
foreign  country,  iu  ordrr  to  supply  the  con- 
sumption of  another,  or  in  what  is  called  the 
carrying  trade,  Avhatevcr  profit  they  make  Avill 
he  an  addition  to  the  neat  revenue  of  their  oavu 
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Table  shewing  the  chief  variations  in  the  Market 
Price  of  Gold  Bidlionfrom  1790  to  1819,  and  the 
real  value  of  the  Bank  Note  during  the  restriction. 


Market  Price 

Real  Value 

of 

of  the 

Gold  Bullion. 

Bank  Note, 

£ 8. 

d. 

£ 8. 

d. 

Jan.  1790  ) 

to  [ 

3 17 

6 

Aug.  25, 1797  1 
Sept.  1, 1797  1 

to  \ 

3 17  lOA 

1 0 

0 

Oct.  19,  1798  1 
Oet.  20, 1798  j 

to  [ 

3 17 

9 

1 0 

0 

Sept.  13,  1709  ) 
Sept.  20,  1799  ) 

to  [ 

No  Quotation. 

April  0, 1804  ) 
April  13,  1804  ) 

to  [ 

4 0 

0 

0 19 

G 

Oct.  15, 1805  ) 

July  1808 

No  Quotation. 

Feb.  1809 

4 10 

0 

0 17 

4 

May  1809 

4 11 

0 

0 17 

1-7 

Jan.  18J0 

4 13 

3 

0 16 

9-3 

Oct.  9,  1810 

4 5 

0 

0 18 

4-2 

Feb.  12,1811 

4 13 

0 

I 0 16 

1P4 

Mar.  20,  1811 

4 16 

0 

0 16 

3 

Oct.  25,  1811 

4 18 

0 

0 15  11 

Oct.  2,  1812 

5 7 

0 

0 14 

5 

Jan,  22,  1813 

5 4 

0 

0 15 

0 

Aug.  6. 1813 

5 10 

0 

0 14 

2 

Feb.  1814 

5 8 

0 

0 14 

4*2 

April  12,  1814 
^Iay  31,  1814 

5 5 

0 

0 14 

9 

5 3 

0 

0 15 

1-7 

June  7,  1814 

5 0 

0 

0 15 

7*2 

June  28,  1814 

4 10 

0 

0 17 

4 

Sept  20,  1814 

4 6 

0 

0 18 

1-6 

Nov.  15,  1814 

4 8 

0 

0 17 

87 

April  4, 1815 

5 7 

0 

0 14 

6 

June  9,  1815 

5 ,5 

0 

0 14  10 

June  30,  1815 

6 0 

0 

0 15 

7*2 

July  7,  1815 

4 14 

0 

0 10 

7*2 

Aug.  4,  1815 
Sept.  15,  1815 
Oct  13,  1815 

4 10 

0 

0 17 

4 

4 9 

0 

0 17 

6*3 

4 3 

0 

0 18 

9-5 

Jan.  2, 1816 

4 2 

0 

0 19 

0-3 

April  9,  1816 

4 1 

0 

0 19 

3‘1 

April  23,  1816 

4 0 

0 

0 19 

6 

July  9.  1816 
Oct  8, 1816  1 

3 19 

0 

0 19 

87 

to  > 

3 18 

6 

0 19  10-2 

April  4,  1817  ) 
April  18,  1817 

3 19 

0 

0 19 

87 

July  18,  1817 

4 0 

0 

0 19 

6 

Jan.  2.3,  1818 

4 1 

0 

0 19 

3*1 

Feb.  13,  1818 

4 2 

6 

0 18  11 

Oct.  C,  1818 

4 2 

0 

0 19 

0*3 

Jan.  22, 1819 

4 3 

0 

0 18 

9*5 

On  the  Regulation  of  a Paper  Currenct. 

We  have  in  the  article  Credit,  as  well  as  in 
this  one,  shewn  that  it  is  one  of  the  most  im- 
portant doctrines  of  Political  Economy  to  under- 
stand that  instruments  of  Credit,  such  as  Bills  of 
Exchange,  Bank  Notes,  Bank  Credits,  &c.,  are 
separate  and  independent  articles  of  property, 
wholly  distinct  from  money  and  commodities, 
and  that  they  do  not  represent  money,  as  Bills  of 
Lading  represent  goods.  However,  they  only 
maintain  their  value  through  the  belief  and 
confidence  that  they  can  be  exchanged  for  money, 
and  if  that  belief  or  confidence  fail,  their  whole 
value  vanishes  into  air.  When  we  consider  the 
colossal  amount  of  this  property,  which  exists  in 
modern  times,  consisting  of  many  hundreds  of 
millions  in  value,  the  destruction  of  which  is  in 


every  respect  equivalent  to  the  destruction  of  any 
other  species  of  tangible  property,  we  can  at  once 
see  the  amazing  importance  of  the  question  as  to 
the  best  method  of  maintaining  the  value  of  this  pro- 
perty, and  guarding  against  its  liability  to  destruc- 
tion. When  weconsiderthatthe  valueofthisspecies 
of  property  in  this  country  on  a moderate  estimate 
cannot  be  jilaced  at  less  than  £1,000,000,000, 
and  that  tlie  cash  is  not  supposed  to  exceed 
£70,000,000,  we  see  that  the  value  of  the  credit 
is  somewhat  in  what  physicists  would  call  a posi- 
tion of  unstable  equilibrium.  This  wonderful 
mass  of  property  may,  if  mismanaged,  come  to 
resemble  what  is  said  to  have  taken  place  upon 
opening  the  tombs  of  some  Etrurian  Kings. 
There  appeared  to  be  the  form  of  a man  reposing 
and  arrayed  in  his  royal  robes,  but,  upon  the 
slightest  vibration  disturbing  the  atmosphere,  it 
immediately  sank  into  a few  spoonfulls  of  dust. 

All  theories  of  paper  currency,  however  num- 
erous and  jicrplexed  they  may  appear,  may  be 
reduced  to  three  varieties: — 

1.  To  issue  paper  based  upon  Bullion. 

2.  To  issue  paper  based  upon  Land,  the  Public 
Funds,  or  upon  commodities. 

3.  To  issue  an  inconvertible  currency,  that  is 
paper  money. 

We  have  already  given  sufficient  examples  of 
the  last  of  these,  and  as  the  advocates  of  such  a 
plan  in  this  country  ai*e,  we  believe,  almost  if  not 
quite  extinct,  we  may  pass  it  over  as  not  worth 
arguing  about.  The  second  theory  is  John 
Law’s,  and  as  we  have  given  a full  account  of  it 
under  Law,  we  refer  to  that  article.  We  may 
confine  our  attention  to  the  first  alone,  which 
makes  bullion  the  only  proper  basis  of  a paper 
currency. 

But  the  advocates  of  this  theory  are  divided 
into  two  sects.  The  one  maintains  that  bank 
notes,  payable  to  bearer  on  demand,  alone  are 
currency,  and  excludes  all  other  forms  of  paper 
credit  from  that  title;  and  they  maintain  this 
doctrine — 

That  if  hank  notes  are  permitted  to  he  issued 
they  ought  to  he  exactly  equal  in  quantity  to  the  coin 
they  displace. 

This  IS  called  the  Currency  Principle. 

The  other  party  maintains  that  this  limitation 
is  unnecessary,  and  that  it  is  too  severe.  They 
say  that  if  the  notes  are  made  payable  on  demand, 
and  are,  practically  speaking,  convertible  at  the 
; will  of  the  holder,  that  the  extent  of  these  issues 
may  safely  very  gi*eatly  exceed  the  amount  of 
specie  that  would  be  in  circulation  under  a purely 
metallic  currency.  They  say  that  there  is  no 
possibility  of  judging  by  the  absolute  numerical 
quantity  of  paper  whether  it  is  excessive  or  not, 
and  tliat  the  only  test  whether  paper  is  excessive 
or  not  is  to  be  found  in  the  price  of  gold  bullion 
and  the  state  of  the  foreign  exchanges. 

On  the  currency  PRINCIPLE. 

We  saw  in  the  preceding  account  of  Chinese 
paper  money  that  when  the  Government  had 
brought  the  country  to  a state  of  the  deepest 
distress  by  their  extravagant  issues  of  paper 
money,  a writer  sighed  for  the  days  when  no 
paper  was  issued  except  in  exchange  for  specie, 
and  specie  ^^as  exchanged  for  paper.  This  is 
the  first  instance,  that  we  are  aware  of,  of  the 
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doctrine  which  is  callwl  the  Currency  Prin- 
ciple, The  ne^t  enuucintion  of  it  tlint  we  are 
aware  of  is  in  Jolin  Law’s  Money  and  Trade 
Considered,  p.  73,  edit  1755,  where  he  says: — 
“Some  are  against  flll  banks  where  the  money 
docs  not  lie  pledged  e(|iial  to  the  credit.” 

It  was  upon  tliis  principle  that  the  Banks  of 
Venice,  Amsterdam,  and  Hamburgh  were  con- 
structed. These  i>Iaces  were  the  centres  of  a 
peat  foreign  commeree,  and,  as  a natural  conse- 
quence, an  immense  quantity  of  coin  of  all  sorts, 
of  different  countries  and  denominations,  was 
brought  by  the  foreigners  who  resorted  to  them. 
These  coins  were,  moreover,  greatly  clipped,  worn, 
and  diminished.  Tliis  degraded  state  of  the  cur- 
rent coin  produced  intolerable  inconvenience, 
disorder,  and  confusion  among  merchants,  who, 
when  they  had  to  make  or  receive  payment  of 
their  bills,  had  to  offer  or  receive  a bagful  of  all 
sorts  of  different  coins.  The  settlement  of  these 
bills,  therefore,  involved  perpetual  disjiutes,— 
which  coins  were  to  be  received,  and  which  were 
not,  and  how  much  each  was  to  count  for.  In 
order  to  remedy  this,  it  became  absolutely  neces- 
sary that  some  fixed  uniform  standard  of  pa^nnent 
should  be  devised,  to  ensure  regularity  and  a 
just  discharge  of  debts.  In  order  to  do  this,  the 
magistratrs  of  these  cities  instituted  a Bank  of 
Deposit,  in  which  every  merchant  placed  all 
their  coins  of  different  Aveiglits  and  nations. 
I hcse  were  all  weighed,  and  the  bank  gave  him 
credit,  either  iii  the  form  of  notes,  or  an  entry  in 
their  books,  exactly  corresponding  to  the  real 
amount  of  the  bullion  deposited.  The  owner  of 
this  credit  was  entitled  to  have  a certain  quantity 
of  coin  of  full  weight  on  demand.  These  credits, 
therefore,  always  insured  a uniform  standard  of 
payment,  and  it  was  enacted  that  all  bills  upon 
the  respective  cities,  abi>ve  a certain  amount 
sliould  be  paid  in  tiicse  credits,  whicli  were  called 
bank  money.  The  consequence  was  evident : as 
this  bank  money  was  always  exchangeable  for 
money  of  full  weight  on  deinaiui,  it  was  always 
at  a ]>remium,  or  agio,  as  compared  with  the 
current  money.  The  difierence  was  usually  from 
5 to  9 per  ctmt.  in  the  different  cities.  The  ex- 
pression, agio  or  x»'cniium,  is  likely  to  mislead, 
because  it  is  evident  that  it  was  the  bank  money 
that  was  the  true  standard,  and  the  current 
money  that  was  at  a discount. 

These  banks  professeil  to  keep  all  these  coins 
and  bullion  in  their  vaults.  'I'hey  made  no  use 
of  them  in  the  way  of  business,  as  by  way  of 
discounting  bills.  Thus  the  credit  created  was 
exactly  equal  to  the  specie  deposited,  and  their 
sole  business  was  to  exchange  specie  for  paper, 
and  paper  for  specie. 

The}'  were  examples  of  the  Currency  Prin- 
ciple, and  they  are  the  models  to  wliich  many 
persons  would  wish  to  see  ail  banks  reduced, 
and  we  shall  see  that  they  maintain  that  paper 
should  fluctuate  in  quantity  e.xactly  as  a luetallic 
currency  Avoukl  do  if  there  were  no  paper ; and 
that  if  paper  is  substituted  for  specie,  it  can  only 
maiutaiu  an  equality  of  value  with  specie  by 
being  exactly  e<;ual  in  quantity  to  what  the  specie 
would  have  been  if  there  were  no  paper. 

Those  who  cupi>ort  tliis  doctrine,  however,  in 
modern  times,  rely  [irobably  upon  some  passages 
in  Adam  Smith,  which  we  shall  now  lay  before 
onr  readers  and  examine.  In  B.  n.  c.  H p.  128, 


Mc(Jullnvh'‘s  edition)  Smith  speaks  of  the  substi- 
tution of  a paper  ciirreiiey  for  money,  and  says 
that  the  way  in  wliich  this  tends  to  increase  the 
revenue  of  the  Society  is  not  very  obvious,  and 
which  he  then  endeavours  to  explain.  After 
saying  that  a banker,  who  has  obtained  the  con- 
fidence of  the  public,  may  substitute  his  own 
notes  for  .specie,  and  support  their  credit  by 
keeping  perhaps  only  one-liftli  in  specie,  he 
shews  what  becomes  of  the  remaining  specie. 
He  says : — 

“Let  us  suppose,  for  example,  that  the  whole 
circulating  money  of  sonm  particular  country 
amounted,  at  a particular  time,  to  one  million 
sterling,  that  sum  being  then  siifficlent  for  circu- 
lating the  whole  aimnal  jiroducc  of  their  land  and 
labour.  Lot  us  suppose,  lot*,  that  some  time 
thereafter  different  banks  and  bankers  issued 
promissory  notes  payable  to  bearer  to  the  extent 
of  one  million,  reserving  in  their  different  cofiVra 
£200,000  for  answering  occasional  demands. 
There  would  remain,  therefore,-  in  dmilatiun 
£800,000  in  gold  and  silver,  and  a million  of 
bank  notes,  or  eighteen  hundred  thousand  pounds 
of  paper  and  money  together.  But  the  animal 
]H’oduce  of  the  land  and  labour  of  the  country 
had  before  required  only  one  million  to  circulate 
and  distribute  it  to  its  proper  consumers,  and 
that  annual  produce  cannot  he  immediately  aug- 
mented hy  these  operations  of  banking.  One 
million  tiiurefore  will  be  sufiicient  to  circulate  it 
after  them.  The  goods  to  be  bought  and  sold 
being  precisely  the  same  as  before,  the  same 
quantity  of  money  will  be  sufficient  for  buying 
and  selling  tiiem.  1 he  channel  of  circulation, 
if  1 may  be  allowed  such  an  expression,  will 
remain  precisely  the  same  as  before.  One  million 
wc  have  supposed  sufficient  to  fill  that  channel. 
Whatever,  therefore,  is  i>uurcd  into  it  beyond  this 
sum  cannot  run  in  it,  but  must  overflow.  Cue 
million  eight  liinidred  thousand  pounds  are 
poured  into  it.  Eight  hundred  thousand  pounds 
therefore  must  ova  rilow,  that  sum  being  over  aud 
above  what  can  be  empb'va.d  in  the  circulation  of 
the  country.  But  though  this  sum  cannot  bo 
employed  at  home,  it  is  too  valuable  to  be  allowed 
to  lie  idle.  It  will  therefore  be  sent  abroad,  in 
order  to  seek  that  profitable  enqiloynient  which 
it  cannot  find  at  home.  But  the  papei  canimt  go 
abroad,  because  at  a distance  from  the  banks 
which  issue  it,  and  from  the  country  in  which 
payiiieiit  of  it  can  be  enacted  by  law,  it  will  not 
be  received  in  common  jiaymeuts.  Gold  and 
silver,  therefore,  to  the  amount  of  eight  hundred 
thousand  pounds,  will  be  sent  abroad,  and  the 
channel  of  home  circulation  will  remain  filled 
with  a million  of  paper,  instead  of  the  million  of 
those  metals  which  filled  it  before. 

“ But  though  so  great  a quantity  of  gold  and 
Sliver  is  thus  sent  abroad,  we  must  not  imagine 
that  it  is  sent  abroad  for  nothing,  or  that  its 
prujjrietors  make  a present  of  it  to  foreign  inilions. 
They  will  exchange  it  for  foreign  goods  of  some 
kind  or  another,  in  order  to  supply  the  con- 
sumption either  of  some  other  foreign  country,  or 
of  their  own. 

If  they  employ  it  in  purchasing  goods  in  one 
foreign  country,  in  order  to  supply  the  cou- 
sumjition  of  another,  or  in  what  is  called  the 
carrying  trade,  whatever  profit  they  make  will 
hr  an  addition  to  the  neat  re\enue  of  their  own 
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conntry.  It  is  like  a new  fund  created  for 
carrying  on  a new  trade.” 

Smith  ^ tlien  proceeds  to  detail  the  various 
inetlious  in  whicli  he  considers  such  a course  will 
augment  the  revenue  of  tlie  country.  And  mc 
obser\e  this,  that  tliough  he  makes  the  arbitrary 
asseition  that  the  annual  produce  cannot  be 
immediately  augmented  by  the  operations  of 
banking,  a dogma  which  mc  shall  consider  Iiere- 
atter,  he  expressly  says  that  tlie  revenue  and 
wealth  of  the  country  are  increased  by  the  full 
amonnt  of  tlie  gold  and  silver  exported.  Thus 
w^e  see  that  he  ex]»ressly  says  that  tlie  wealth 
of  the  country  is  increaaed  by  the  amount  of  the 
credit  created. 

In  the  next  page  he  says 
“When  paper  is  substituted  in  the  room  of 
gold  and  silver  money,  tlic  f]uantity  of  the 
materials,  tools,  and  maintenance  which  the 
whole  circulating  capital  can  supply,  may  be 
increased  by  the  w hole  value  of  gold  and  silver 
which  used  to  be  employed  in  purcliasiug  them. 

J he  J^  bole  value  of  the  great  wheel  of  circulation 
and  distribution  is  added  to  the  goods  which  are 
circulated  and  distributed  bv  means  of  it.  * , 
hen  therefore,  by  the  substitution  of  paper, 
tlic  gold  and  silver  necessary  for  circulation  is 
reduced  to,  perhaps,  a fifth  part  of  the  former 
quantity,  if  the  value  of  oiilv  tlu*  greater  part  of 
the  four,  mths  be  added  to  the  funds  wdlk.^a^^^ 
destined  for  the  maintenance  of  industry,  it  must 
iiiake  a very  considerable  addition  to  the  quantity 
ot  that  industry,  and  consequently  to  tlie  value 
of  the  annual  produce  of  land  and  labour  ” 

I bus  we  see  that  Smith  first  of  all  says  that 
the  operations  of  bankinjt  can  make  no  increase 
or  the  annual  produce  ot  the  country,  and  then 

JdSVtoltf 

At  p.  130,  he  says  The  ichole  paper  money 
of  every  kind,  which  can  euaihj  circulate  in  auv 
country,  never  tan  exceed  the  value  of  the  cold 

'l*e  place,  or  ; 

which  (the  couuiierce  being  supjiosed  the  same) 
would  circii  ate  if  there  was  no  pajicr  money, 
^v*  circulating  [lapcr  at  anv  time 

exceed  that  sum,  as  the  excess  could  ncitlicr  be 
sc;nt  abroad  nor  be  employed  in  the  circulation 
of  the  country,  it  niiist  immediately  return  upon 
the  banks  to  be  exchanged  for  gold  and  silver!" 

Ihe  reader  will  at  once  perceive  the  loose 
characbr  of  the  dogmatic  assertions  contained  in 
this  extract.  hat  is  the  “ whole  paper  inonev 

>t  eu'iy  kind.  AA  hat  does  he  mean  bv  “easily 
-irculate 

'J'he  comments  of  Jlr.  Thornton  on  this  pas- 
sage are  so  good  that  we  will  lay  them  before 

i f I V*  ' include,  in  his 

dea  of  the  u hole  paper  money  of  every  kind  which 

an  easily  circulate,”  all  the  bills  of  exchange 
-f  a conntry,  or  does  be  not  ? And  does  he  also 
ntlude  interest  notes.  Exchequer  bills,  and  India 
londs,  and  those  other  articles  which  very  much  I 
esemble  bills  ot  exchange  ? In  an  earlier  part  I 
< fins  chapter  he  has  this  observation;  “There 
i re  different  sorts  of  paper  monev : but  tlie  cir- 
• ulating  notes  of  banks  and  bankers  are  the 
species  w'hich  is  best  known,  and  wliidi 
. .eins  best  adaiited  for  tliis  puriiose.”  AVe  arc 
I ‘d  to  judge  liy  tin's  jiassage,  and  also  by  the 


term  “paper  money  of  every  kind,”  in  the  pas- 
quoted  that  it  was  his  purpo.se  to  in- 
clude  bills  «.f  exchange  ; on  the  other  hand,  if  all 
the  bills  ot  exchange  of  a conntry  are  to  be 
added  to  the  bank  notes  which  circuiatc,  it  be- 
comes, then,  so  manifest,  that  flie  whole  of  the 
paper  must  be  more  than  equal  to  the  amount  of 
the  money  which  would  circulate  if  there  were 
no  paper;  that  we  feel  surprised  that  the  erro- 
neousness of  the  position  did  not  strike  Dr. 
Smith  himstlf.  He  intnxluces.  indeed,  the  quali- 
fying word  “easily;”  he  speaks  of  the  w'hole 
papei  monc^^  of  every  kind  which  can  easily  cir- 
culate. But  the  term,  as  I apprehend,  is  meant 
only  to  refer  to  an  easy,  in  contradistinction  to  a 
forced  paper  circulation  ; for  it  is  on  the  subject 
of  a forced  circulation  that  a great  part  of  Ids 
observations  turn.  He  seems,  on  the  other  hand, 
to  have  paid  no  regard  to  the  distinction  on  which 
I have  dwelt,  of  a more  slow  and  a more  rapid 
cirenlatioii ; a thi*  g which  is  quite  different  from 
an  caM’  and  a difficult  circulation.  He  appears, 
in  short,  not  at  all  to  have  reflected  how  false  his 
maxim  is  rendered  (if  laid  down  in  the  terms 
which  he  has  used)  both  by  the  different  degrees 
of  rapidity  of  cireulation  whicii  generallv  belou"^ 
to  the  two  different  classes  of  paper  of  Vhich  I 
Iia\e  spoken,  and  also  by  the  different  degq'ces  of 
lapidity  which  may  likewise  belong  to  thecircola- 
tioii  of  the  same  kinds  of  paper,  and  even  of  the 
same  guineas,  at  different  times. 

“The  error  of  Dr.  Smith,  then,  is  this— he 
represents  tin-  whole  paper,  which  can  easily  cir- 
I culate  when  there  are  no  guineas,  to  be  the  same 
in  quantity  i^ith  the  gnineas  which  would  circu- 
late if  there  were  no  paper  ; whereas,  it  is  the 
quantity  not  of  “ the  thing  which  circulates,” 
that  is  of  the  thing  which  is  capable  of  circulation, 
but  of  the  actual  circulation  which  should  rather 
be  spoken  of  as  the  same  in  botii  cases.  The 
quantity  of  eircnlating  paper,  that  is  of  paper 
capable  of  circulation  may  be  great,  and  yet  the 
quantity  of  actual  circulation  may  be  small,  or 
vice  versa.  I he  same  note  may  either  effect  ten 
payments  in  one  day,  or  one  payment  in  ten 
days;  and  one  note,  therefore,  will  effect  the 
same  payments  in  the  one  case  which  it  would 
require  a hundred  notes  to  effect  in  the  other” 

To  shew  how  utterly  futile  the  notion*  of 
Adam  Smith  is,  we  have  only  to  recollect  that  a 
bill  of  exchange  for  £100,  with  20  indorsements 
j on  It,  IS  equivalent  to  20  bills  of  exchange  of 
£T00  each,  so  that  it  purely  depends  upon  the 
convenience  of  the  parties  whetlier  there  is  a 
single  bill  of  £100,  or  20  bills  for  £100  in  circu- 
lation. 

Such  is  (he  doctrine  of  the  Currency  Principle 
as  it  appears  in  Smith,  and  we  can  clearly  see 
that  it  is  a mere  dogmatic  assertion,  destitute  of 
the  smallest  shadow  of  proof,  and  the  history  of 
Banking  in  S(olland  proves  its  utter  falsehood 
U e have  fully  explained  under  Cash  Credit  the 
mechanism  of  tliat  part  of  Scotch  banking.  Now 
when  to  promote  a public  work  or  anything  else,’ 
a Scotch  bank  creates  a credit,  and  issues  a 
quantity  of  notes,  what  pretence  is  there  for 
Sjaying  tliat  they  only  replace  a quantity  of  specie 
that  was  already  in  existence?  Is  it  not  clear 
that  they  are  in  excess  of  the  metallic  specie  ? 

But  they  produce  exactly  the  same  etfects  as  if 
tiiey  were  specie,  and  therefore  they  are  capital 
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as  much  as  money  would  be.  Adam  Smith  only 
asserts  the  truth  of  the  proposition  on  the  suj»po- 
sition  that  the  commerce  remains  the  same.  But 
what  need  is  there  that  the  commerce  should 
remain  the  same  ? On  the  contrary,  the  com- 
mei*ce  may  be  immensely  extended  by  this 
means. 

The  doctrine  of  Smith,  that  the  paper  monej' 
of  every  kind  that  can  easily  circulate  in  any 
conntry  is  only  equal  to  what  the  specie  would 
have  been  if  there  weie  no  paper,  is  manifestly 
false,  if  bills  of  exchange  be  included  under  the 
term  as  Smith  clearly  includes  them. 

The  sect,  however,  who  support  this  principle 
ill  the  present  day,  rigorously  exclude  all  forms  of 
paper  credit  from  tlie  designation  of  currency, 
e.xcept  Bank  Notes  payable  to  bearer  on  demand, 
and  they  inaintaiu  that  the  doctrine  is  true  re- 
garding them,  q'liis  sect  comprehend.-^  Lord 
Overstoiie,  Colonel  'ronvns,  Mr.  Norman,  and 
some  others.  Their  opinions  have  been  so  fully 
quoted  already  in  the  preceding  parts  of  this 
article,  tliat  we  need  not  repeat  them  here 

We  shall  now  examine  Mr.  ^Mill’s  opinions. 
Ill  the  Preliminary  llemarks  to  vol  i,  he  says:— 
“Further  consideration  shewed  that  the  uses  of 
money  are  in  no  respect  promoted  by  increasing 
the  quantity  whicli  exists  and  circulates  iii  a 
country;  the  service  which  it  performs  b- iiig  as 
well  rendered  by  a small  as  by  a large  aggregate 
amount.”  The  slightest  experience  of  reality 
shews  that  tliis  dogma  is  utterly  unfounded.  Is 
it  really  to  be  believed  that  the  iiitroductioii  of 
fresh  money  can  jirodiice  no  benefit  to  a country  ? 
Such  a statement  only  requires  to  be  made  to  be 
refuted  by  general  experience. 

In  B.  in.  cap.  l.q.  §5,  he  says — “Ainther  of 
the  fallacies  from  which  thcadvocate.'^of  an  incon- 
vertible currency  derive  support  is  the  notion, 
that  an  increase  of  the  currency  quickens  indus- 
try. This  idea  was  set  afloat  by  Hume,  in  Ids 
Essay  on  Money,  and  lias  had  many  devoted 
iulhereiits  since.”  Not  only  has  it  had  many 
devoted  adherents  since,  but  it  liad  many  devoted 
adherents  long  before  Hume  was  born,  as  every 
one  the  least  acipiaiuted  with  economical  litera- 
ture knows  well  enougli,  and  as  every  one  knows 
to  be  true  who  has  studied  economical  liistory. 

He  then  says,  § 6— “The  siibstitutloii  of  paper 
for  metallic  currency  is  a national  gain,  any  fur- 
(her  increase  of  paper  beyotul  Otis  is  but  a form  of 
ro%ery. 

“An  issue  of  notes  is  a manifest  gain  to  the 
issuers,  wlio,  until  the  notes  are  returned  for  pay- 
ment, obtain  the  use  of  them  as  it  tliey  were  a 
real  ca[tital;  and  so  long  as  the  notes  arc  no  per- 
manent addition  to  the  ciirreucy,  but  merely  su- 
persede gold  or  silver  to  the  same  amount,  the 
gain  of  the  issuer  is  a loss  to  no  one;  it  is  obtained 
by  saving  to  the  community  the  expense  oY  the 
more  costly  material.  But  if  there  is  no  gold  or 
silver  to  be  superseded — if  the  notes  are  added 
to  the  currency,  instead  of  being  substituted  for 
the  metallic  part  of  it— all  holders  of  currency 
lose  by  the  depreciation  of  its  value,  the  exact 
e luivaleiit  of  what  tlie  issuer  gains.” 

Again  in  15.  III.  ch.  22.  § 3,  lie  says— “ Wlien 
metallic  money  had  been  entirely  superseded  and 
expelled  from  circulation,  by  the  substitution  of 
an  eiiua!  amount  of  bank  notes,  any  attempt  to 
keep  a still  lurthrr  (piamity  of  paper  in  eirciiln- 


tion  must,  if  the  notes  are  convertible,  be  a com- 
plete failure.  The  new  issue  would  again  set  in 
motion  the  same  train  of  conseiiiieiices  by  which 
the  gold  coin  had  already  been  expelled.  The 
metals  would,  as  before,  be  required  for  exporta- 
tion, and  would  be  for  that  jiurpose  demanded 
from  the  banks  to  the  full  extent  of  the  super- 
fluous notes,  which  thus  could  not  possibly  be 
retained  in  circulation.” 

Ill  B.  III.  ch.  8.  § 2,  he  says — “ It  is  to  be  re- 
marked that  this  ratio  would  be  precisely  that 
in  which  the  quantity  of  money  had  been  in- 
creased. [He  is  speaking  of  a sudden  increase 
in  the  quantity  of  money.]  If  the  whole  money 
in  circulation  was  doubled,  jiriccs  would  be 
doubled.  If  it  w;is  only  increased  one  fourth, 
prices  would  ri.se  one  fourth.” 

We  have  only  now  to  consider  the  niechauism 
of  Banking  to  see  that  it  at  once  gives  tlie  death- 
blow to  all  these  brain-spun  theories  about  the 
Currency  Principle,  and  to  shew  how  futile  it  is 
to  suppose  that  it  can  be  carried  out  iii  this 
couurrv. 

The  early  bankers,  as  we  have  sliewn,  received 
money  on  depo.sit,  for  which  they  gave  their  notes. 
By  doing  so  therefore  they  only  gave  paper  for 
sjiecie,  and  if  they  had  stopped  there,  that  would 
have  been  the  Currency  Principle.  But  by  doing 
so  they  would  have  'made  no  profit  foV  their 
trouble,  unless  they  had  received  a commission  on 
the  money  they  keid.  But  on  the  contrary,  they 
paid  interest  for  its  use.  They  made  profits  by 
discounting  commercial  bills.  And  this  they  did, 
not  by  lending  out  the  money  they  received,  as 
is  commonly  but  erroneously  supposed,  but  by 
giving  their  notes  payable  to  bearer  on  demand. 
Hence  it  is  quite  clear  that  the  whole  amount  of 
notes  so  advanced  was  in  addition  totlie  metallic 
currency,  ami  therefore  a robbery  accoi’ding  to 
Mr.  Mill,  and  so  far  a violation  of  the  Currency 
Principle.  By  thi.s  means  they  multiplied  their 
issues  many  times  greater  than  the  amount  of 
sjiecie  they  held,  and  though  of  course  a certain 
amount  would  be  demanded  in  sjieeie,  yet 
ex|»erieiice  would  sliow  tliat  they  could  safely 
uiaintaiii  iu  circulation  about  eight  or  leu  times 
the  amount  they  held  in  specie. 

We  will  now  recall  to  our  reailers  the  first  or- 
giiuizatiou  of  the  Bank  of  England.  It  was 
fotindetl  by  the  siibscrijitiuu  of  £1,200,000  iu 
money  to  forward  the  war  with  France.  Tliis 
money  was  aiivanced  to  Government,  and  put 
into  circulation.  15iit  the  i5aiik  was  autliorised 
to  create,  and  issue  notes  tu  an  equal  amount  in 
the  discount  of  bills  and  loans,  and  the  annual 
Slim  iiaid  by  the  Government  was  sujiposed  to  be 
sufficient  to  maintain  their  credit,  or  converti- 
bility. Now  it  is  quite  clear  that  the  sum  of 
£1,200,000  in  notes  was  so  much  added  to  the 
previously-existing  metallic  currency — and  there- 
fore robbery  according  to  .Mr.  Mill— and,  b\-  so 
much,  a violation  of  the  Currency  Principle.  ’ 

We  have  not  been  able  to  g^iiher  distinctly 
what  were  the  limits  imposed  upon  the  obli-'-a- 
tiuiis  of  tlie  Bank  at  its  foundation.  It  appears 
to  be  clear  that  they  did  not  use  cheques,  a.s  .John 
Law,  writing  upw.irds  of  twenty  years  afterwards, 
says  that  lliey  were  not  used  iu  London  then. 
But  the  increased  powers  of  issue  the  Bank  ac- 
quired, enabled  them  in  a very  short  time  to  re- 
duce the  rate  of  di.^cuunt  Ii  mhi  t*  pr*r  cent.  toJjicr 
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cent.  This  sliows  ho\r  mterlv  uuibiiiided  is 

Mr  Mill’s  assertion,  15.  IK.,  c.  xxiii , § 4 “An 

increase  of  the  currency  has  in  its.df  no  effect,  and 
Js  incapable  of  having  any  effect  on  the  rate  of 
interest  ” 

But  as  the  favourers  of  the  Bank  Act  of  1844 
allege  that  the  Currency  IViuciple  is  carried  into 
effect  by  that  Act,  we  will  show  Iiow  utterly  fu- 
tile such  a notion  is.  That  Act  jieniiits  a certain 
amount  of  issues  to  be  made  on  public  securities, 
and  all  above  liiat  must  l>e  covered  bv  bullion 
actually  defK)sited,  so  that  the  amount  of  issues 
permitted  always  varies  with  the  specie  in  its 
vaults.  This  is  supposed  to  be  the  Currency 
IVincipIe.  ]5ut  the  least  consideration  will  sliow 
that  such  a notion  is  a delusion.  The  Bank  pur- 
chased the  fourteen  millions  of  securities  Avith 
money  advanced  to  Government,  and  on  the 
security  ot  the  public  debt,  it  is  allowed  to  issue 
tourteeu  millions  of  notes.  Is  it  not  fpiite  clear 
that  these  fourteen  millions  of  notes  are  an  aodi- 
rioN  to  t!ie  mass  of  the  Currency,  just  a.-^  the  first 
i;  1,200,000  of  notes  were  an  addition  to  tlie  then 
existing  specie  ? But  more  than  that.  The  ' 
Bank  makes  advances  by  means  of  credits  created  I 
in  its  b ioks  called  deposits,  and  in  a vast  quantity  ( 
cases  these  are  not  turned  into  notes  at  all,  but 
ire  operated  upon  by  im.'ans  of  cheques.  Now  it 
s clear  that  they  are  an  augmentation  of  the  Cur-  | 
•ency  ju>t  as  much  as  if  they  were  notes,  and  yet  : 
hey  are  taken  no  account  of  by  the  supporters  of  ! 
he  Currency  Principle  ! These  ‘‘  other  De-  ^ 
)osits,"  as  they  are  called  in  the  Bank  Accounts,  ^ 
nay  bo  largely  increased  without  anv  increase  of 
he  notes  in  circulation,  and  they  are  counted  as 
lothing  by  the  believers  in  the  Act!  Xow  what 
possible  difference  can  it  be,  whether  a man  has 
dank^  Xotes  in  his  jiocket,  or  a credit  in  the  j 
iank’s  books,  which  he  can  draw  a cheque  upon  ? ' 
i\  hat  the  amount  of  operations  effected  bv  means  ' 
•f  cheques  as  compared  with  those  effected  bv 
neans  ot  notes  is,  it  is  of  course  wholly  impossibre  , 
ven  to  surmise;  but,  Avhatever  it  is,  and  it 
aust  amount  to  many  millions  daily,  it  goes  ab- 
olutely  for  nothing  iu  the  estimation  of  those 
vho  maintain  that  nothing  but  Bank  Xotes  pay- 
i ble  on  demand  are  currency  ! 

The  simplest  consideration  will  show  that  ' 

1 hose  who  maintain  that  the  Bank  Act  carries 
• ut  the  Currency  Principle  must  maintain  this  ' 

] ropositioii — that  twice  fourteen  millions,  and 
1 esides  that,  a large  and  indefinite  number  of 
1 lillions  are  equal  to  fourteen  millions.  | 

Me  thus  see  how  erroneous  it  is  to  suppose  i 
1 lat  the  Bank  Act  carries  into  eftect  the  Currency  ^ 

] 'rinciple,  or  that  it  is  possible  to  do  so  while  the 
] tank  is  permitted  to  do  any  banking  business  at  ^ 
i II.  Every  bill  discounted  by  a bank  is  a viola- 
1 1 on  of  the  CuiTcncy  lVincij>le,  and  is  an  increase 
‘ < r the  Currency,  and  therefore  robbm*,  accord- 
i ig  to  Mr.  Mill.  ‘ ■ 

We  shall  now  examine  another  supposed 
sttempt  to  carry  the  Cnrrencv  Principle  into  I 
€ feet. 

When  the  administration  of  India  Avas  placed 
I V Parliament  directly  in  the  handsof  the  CroAvn, 
i became  necessary  to  re-organise  Its  finances! 

A hich  had  b ‘en  h it  in  a deploroble  condition  by 
t te  Company.  Air.  Jamc.s  'Wilson,  Avho  had 
t ken  a conspicuous  |»art  iu  the  Anti-Corn  Law 
I cagiie,  and  had  founded  tfic  Hc  nfomi'sf  ucaa's- 


paper,  and  had  been  Secretary  to  the  Treasury, 
and  Avas  supjtosed  to  l>e  a great  financial  autho- 
rity, Avas  appointed  Financial  Secretary  to  the 
Government  of  India.  If  there  is  any  country 
in  the  AAorld  in  wliieh  a sound  sidieme  of  paper 
currency  would  produce  greater  benefits,  or  one 
iu  \A  hieli  a bail  one  would  produce  a more  tremen- 
dous catastroplie,  that  country  is  India.  M’e  sliall 
noAA  lay  before  our  readers  Mr.  Wilson’s  scheme 
as  contained  in  his  despatch  laid  before  Parlia- 
ment. 

^ He  says  (hat  in  the  advanced  stage  of  Political 
Economy  at  which  Ave  are  arrived,  there  is  so 
much  of  gem  nil  princi|>le  universally  admitted, 
that  many  of  the  preliminary  considerations 
ma\  be  stat'‘d  as  admitted  axioms  requiring 
neither  argument  nor  proof. 

One  of  these  admitted  axioms  he  slates  to  be: 
‘Mint  in  no  direct  Avay,  as  is  too  often  su])po.scd, 
especially  by  those  who  advocate  an  inconverti- 
ble paper  currency,  can  the  available  capital  of 
a country  be  added  to  by  an  increase  of  a more 
circulating  medium,  Avliethcr  it  be  metallic  or 
paper.” 

So  far  is  this  from  being  true  and  universally 
admitted,  that  it  is  notoriously  untrue,  and  is  not 
admitted  by  any  one  who  ever  had  a real  knoAV- 
ledge  of  business. 

lie  then  says  (hat  in  order  to  render  paper, 
AA'hich  has  of  itself  no  intrinsic  ( !)  value,  a safe 
and  n.>eful  substitute  fur  coin,  there  are  certain 
conditions  which  must  attach  to  it.  These  may 
be  thus  stated  : — 

hirst. — The  paper  must  be  identical  iu  ex- 
changeable value  Avith  the  coin  it  represents. 

Second  — 'I'o  be  identical  in  value,  it  should  be 
identical  in  quantity  with  the  coin  Avhich  is  dis- 
placed by  its  use,  so  that,  in  point  of  fact,  the 
mixed  currency  of  notes  and  coin  Avould  be  of 
the  same  amount  as  if  it  w ere  wholly  of  coin. 

iliird.  — All  the  I.iw's  Avliich  Avould  determine 
variations  iu  the  quantity  of  the  coin  in  circu- 
lation. from  time  to  time,  should  appiv  equallv  to 
a mi.xed  circulation  of  coin  and  pajier ; the  latter 
not  heitifr  an  addition  to  the  currency^  but  only  a 
anhstitnUon  of  a portion  of  the  coin  which  would 
otherai.se  be  rerpiired.'"' 

That  these  doctrines  are  theoretically  true 
as  part.s  of  economic  science  is,  as  has  been 
abundantly  demonstrated,  wholly  untenable. 
Nevertheless,  though  not  theoretically  true,  it 
AA’ould  be  quite  pos.sible  to  canw  them  out  into 
practice;  ami  we  shall  now  see  how  Air.  Wilson 
proposed  to  give  jn-actical  effect  to  his  theory. 

The  Bank  of  England,  as  our  readers  know, 
issues  notes  partly  based,  it  is  said,  upon  public 
securities  ami  partly  upon  bullion,  and  is  sup- 
posed, erroneously  as  we  have  shewn,  to  carry 
into  effect  the  Currency  Principle.  Air.  M'iison's 
plan  Avas  to  fimnd  a p.'.per  currency  somewhat  ou 
tiie  model  of  that  of  the  Bank  of  England— partly 
upon  specie  and  partly  upon  public  securities. 

Let  us  noAv  examine  what  the  securities  for  the 
issues  of  the  Bank  of  England  really  are. 

In  the  first  \ lace  the  Bank  bought  the  Govern- 
ment securilie.'^  Avith  money.  It  has,  therefore, 
these  securities  as  its  own  property,  Aloreovei*! 
the  Bank  is  not  an  agent  of  the  Government,  it  is 
an  independent  body,  and  the  obligation  of  one 
to  the  otlier  U a bond  fide  propertv.  Having, 
then,  this  amount  of  properly,  the  Bank  is 
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allowed  to  issue  an  equal  amount  of  notes.  But 
it  does  not  issue  them  for  nothing.  They  are  only  i 
issued  iu  discounting  bills, — that  is  iu  purchasing 
other  property.  SuppOv'^ingthen  the  Avlmle  amount 
issued  iu  purchasing  bills,  the  Bank  iu  exchange 
lor  its  notes  would  have  acquired  an  equal  amount 
of  property  (ueglectiug  the  discount  for  the  sake 
of  brevity).  Besides  that,  it  has  3 millions  of 
accumulated  rest.  Consequently,  as  a total  se- 
curity for  the  redemption  of  its  14  millions  of 
notes,  it  has  14  milliousof  Government  securities, 
and  14  millions  of  private  securities,  and  3 millions 
of  rest,  making  31  millions  altogether.  And  thus 
it  has  an  excess  of  17  millions  of  assets  over  and 
above  all  its  liabilities,  every  farthing  of  Avhich 
must  be  lost  before  its  creditors  can  lose  a penny. 
Xo  doubt  these  ])ublic  securities  may  become 
depreciated  iu  their  value;  but  it  is  clear  that  all 
such  loss  AA'ould  fall  on  the  bank  itself.  It  is  not 
jjossible  to  conceive  that  the  creditors  of  the  bank 
could  ever  lose.  The  insolvency  of  the  bank  is 
therefore  a simple  impossibility." 

Xow  let  us  see  how  Air.  Wilson  proposed  to 
organize  an  analogous  paper  currency  for  India. 

He  proposed  to  establish  a currency  commission 
iu  connection  Avith  the  Mint,  Avliich  Avas  tiierefore 
not  a body  independent  of  the  Government,  but 
the  mere  agent  or  servant  of  the  Government, 
and  therefore  a jiart  of  the  Goverinm-nt,  ami 
consequently  no  obligations  of  tlie  one  to  the 
other  Avas  valid  as  an  independent  security. 

The  dutie.s  of  these  Commissioners  were, 
amongst  other  things  : — 

To  exchange  with  the  Treasury  and  Avitii  pri- 
vate persons  on  demand,  notes  for  coin,  and  coin 
for  notes. 

To  purchase  at  a fixed  price  silver,  bullion  and 
foreign  coin. 

Xow  this  Avas  carrying  out  the  Currency  Brin- 
ciple  ami  if  the  duties  and  poAvers  of  tlie  Com- 
missioners had  stopped  there,  that  Avonid  have 
been  merely  substituting  ]»aper  for  an  eipial 
amount  of  coin,  and  of  course  tliere  would  have 
been  no  addition  to  the  currency. 

But  their  next  duty  was  to  purchase  and  hold 
public  securities  to  an  amount  not  intended  to 
exceed  tAvo  thirds  of  tlie  specie  deposited  with 
them. 

XoAv  as  the  Avhole  paper  issued  in  exchange 
for  the  specie  avouUI  be  in  circulation,  and  (avo 
thirds  of  the  specie  also  would  be  put  into  cireu- 
latiou,  it  is  quite  clear  that  this  Avas  an  augmeii- 
latiou  of  the  currency  to  that  amount. 

To  exhibit  the  practical  working  of  tliis  scheme 
more  clearly  to  our  readers,  lot  us  take  figures. 

Let  us  suppose  that  tlie  number  252  rt presents 
the  specie  deposited  Avith  the  Commissioners. 
Then  in  exchange  for  that  they  issue  252  in  notes 
jtayable  to  bearer  on  demand.  Thus  the  specie 
and  the  paper  being  exactly  equal — that  is  the 
Currency  rrinciple. 

But  they  may  purchase  securities  to  the  amount 
of  two-thirds  of  their  specie,  or  to  the  amount 
of  168. 

Xow  there  is  iu  circulation  252  iu  paper  paya- 
ble ou  demaud,  and  168  in  specie  is  added  to  it — 
making  420  of  currency. 

But  the  holders  of  the  168  in  specie  may  come 
and  deposit  if  Avith  the  Commissioners,  and  de- 
mand notes  in  exchange  for  it.  \Vhen  they  have 
done  lliis  the  ( oinmisaiouer.s  Avill  have  issued  420 


in  notes  payable  on  demand,  and  against  that  they 
bold  252  in  specie,  and  168  in  public  securities. " 

But  as  they  have  issued  420  iu  notes  and  have 
a reserve  of  252  in  sfK*cie,  Avhereas  tJiey  are  only 
to  maintain  a reserve  of  one  third  of  420,  or  140 
in  specie,  they  may  purchase  252--I40,  or  112  of 
further  securities  with  specie.  Consequently  by 
this  means  they  throw  1 12  of  specie  into  circula- 
tion as  currency  Avhich  is  an  increase  of  the  420 
in  notes  already  in  circulation,  making  a total 
of  532. 

'I'here  is  now  therefore  a sum  of  532  of  notes 
in  circulation,  for  whicli  the  Commissioners  hold 
252  in  specie  and  280  in  securities,  but  as  they 
need  only  hold  the  third  of  532,  or  174  in  specie, 
they  have  74  to  purchase  fresh  securities.  They 
thus  have  a reserve  of  174  in  specie  aud  354  in 
securities. 

But  tlie  holders  of  the  74  in  specie  mav  come 
and  demand  notes  in  exchange  for  it,  and  the 
same  process  may  be  rejieated,  as  is  clear,  until 
the  notes  are  Issued  to  the  amount  of  three  times 
252,  or  756,  and  for  this,  if  the  arithmetical  pro- 
cess be  exhausted,  it  Avill  bo  found  that  the  Com- 
' missioners  Avill  hold  252  iu  sjiecie  and  504  in 
securities. 

But  let  us  mark  the  consequences.  Suppose 
: the  securities  are  purchased  at  par,  and  times  are 
peaceful,  and  atliiirs  flourishing,  it  iiiuv  be,  tliere 
' might  not  be  much  danger.  But  suppose  politi- 
cal troubles  to  arise,  and  the  sccuritie.s  to  be  de- 
preciated 10  or  20  per  cent.,  Avhere  is  the  security 
for  the  notes  then  ? It  is  clear  that  the  Govern- 
ment is  insolvent.  And  as  these  notes  are  payable 
on  demand,  there  Avould  of  course  be  a run  for 
gold-  How  is  that  to  be  met  ? By  the  sale 
of  securities — that  Avould  at  once  send  them  down 
to  such  a discount  hs  Avould  be  fatal  to  the 
Goa eriim<'i)t.  But  e\'en  thou  the  GoA’crnnieiit 
would  be  bankrupt,  as  the  sum  that  might  be 
raised  by  selling  securities  would  leave  a very 
huge  uncovered  deficit. 

Our  readers  will  at  once  see  how  utterly  pre- 
posterous it  is  to  suppose  that  such  a scheme  Avas 
in  any  way  analogous  to  the  issues  of  the  Bank  of 
England  aaIucIi  are  covered  by  such  an  immense 
excess  of  assets  above  liabilities.  Iu  fact,  the 
more  one  considers  it,  the  more  incredible  does  it 
appear  tliat  such  avisionary  delusion  should  have 
emanated  froin  any  man  of  sense  It  is  quite 
clear  that  the  Government  securitie-s  iu  the  hands 
of  their  own  agent  Avere  no  securities  at  all.  Di- 
rectly the  Goyerimieut  bought  up  its  own  obliga- 
tions, it  is  quite  clear  they  Avere  extinguished. 

To  suppose  that  the  Government  holding  its 
own  securities  could  make  them  a basis  for  paper 
issues,  is  as  absurd  as  to  suppose  that  if  the 
Directors  of  the  Bank  of  Englaud  w'ere  to  sign 
obligations,  and  deposit  them  with  the  issue  de- 
partment, they  could  make  them  a basis  for 
paper  issues ! Or  to  suppose  that  if  a man  were 
to  sign  a promissory  note  of  £1000  to  himself, 
and  put  it  into  his  oaa  u pocket,  he  could  make 
that  a basis  for  issuing  to  the  public  a thousaud 
XI  notes  payable  to  bearer  ou  demand  ! 

AVhat  then  was  the  real  practical  result  of  this 
Avonderful  financial  scheme  ? It  AA-as  simply  this  : 
By  means  of  obtaining  252  in  specie  from  the 
public,  by  a series  of  exchanges,  it  created  252 
of  notes  payable  on  demand,  aud  also  turued  504 
of  funded  debt,  of  which  only  the  imcivsi  aa-es 
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deniandable  from  the  Government,  into  504  of 
nutfij  payable  to  bearer  on  demand ! 

It  is  (piite  easy  to  see  that  if  this  scheme  had 
ever  been  carried  out,  it  would  have  infallibly 
bnuijrht  on  a tremendous  financial  catastrophe, 
which  would  have  done  more  to  overthrow  the 
Government  tliaii  half  a dozen  mutinies.  Fortu- 
nately it  was  immediately  (plashed  by  the  home 
authorities.  Hut  that  such  a scheme  sliould  ema- 
nate fi-om  any  one  holding  such  a position,  is  a 
dec])  disjjrace  to  liritish  linance  in  the  nineteenth 
century. 

7 o .shew  that  the  quantity  of  money  in  a country 
at  any  time  bears  no  necessary  relation  whatever 
to  the  quantity  of  other  (roods  §’c.,  in  it^  or  to  their 
orice. 

Many  writers  have  supjiosed  that  the  quantity 
jf  money  in  a counti’v  bears  some  necessary  rela- 
ion  to  the  quantity  of  otlier  thinjrs  in  it.  “ Thus 
Smith  .-^ays,  Hook  if.  c.  2.—“  What  is  thepropor- 
ion  which  the  circulatinjx  money  of  any  country 
>ears  to  the  whole  value  of  the  annual  produce  i 
■irculated  by  means  of  it,  it  is  jicrhaps  impossible 
o determine.  It  has  lH*en  compute<i  bv  ditferent 
mtliors  at  a fifth,  at  a tenth,  at  a twentieth,  and 
it  a thirtieth  part  of  that  value.”  Many  more 
lave  supposed  that  variations  in  prices  are  caus(‘d  ' 
»y  variations  in  the  quantity  of  s|iecie;  or,  that 
he  prices  ot  commodities  are  determined  by  the 
►roiiortiou  which  the  quantity  of  monev  bears  to  ^ 
he  quantity  of  commodities. " I'liat  this  i.s  a verv  ' 
•rievous  error  can  easily  be  shown,  'i'lms,  let  us 
upjiose  that  two  ikm'sous,  A and  H,  are  reciprocally 
adebled  to  each  other  for  the  .sale  of  jroods.  Let 
ts  deal  with  small  fi^rures,  as  that  will  exhibit  the  ! 
rinciple  of  the  thiiifr  as  well  as  lar^re  ones.  Let  ’ 
;s  suppose  that  A has  bought  "oods  of  H to  the 
: mount  of  £10,  and  H has  boujtht  jroods  of  A to 
he  amount  of  £13;  then  it  is  quite  clear  that 
ihere  are  three  different  ways  of  settling  their  , 

« ealings- 

1.  Each  may  send  a clerk  to  the  other  with  the 
i mount  of  his  debt  to  the  other.  To  settle  the 
I latter  in  this  way,  would  require  £23, 

2.  A may  carry  £10  to  H in  discharge  of  Ids 
i ebt ; and  B may  pay  it  back  to  A,  together  with 
. :3.  in  discharge  of  his  own.  This  method  would 
1 ajuire  £13. 

3.  They  may  meet  and  set  off  their  mutual  debts 
j 'ainst  each  other,  and  pay  only  the  difference  in 

1 )in.  This  method  would'require  only  £3. 

^ Now  it  is  quite  clear  that  a very  difleVent  amount 

c f money  would  be  required  to  carry  on  any  given 

2 nouut  of  business,  according  as  either  ()f  Hiese 
tiree  methods  was  adopted.  Between  the  first 
aid  the  third  there  is  a difterence  of  £20;  but 
t lere  would  be  no  difference  in  tiie  prices  of  com- 
r oditie.s.  So  that  by  a simjile  change  in  the 
r ethod  of  doing  business,  £20  might  be  with- 
d -aini  from  circulation  altogether,  if  only  the  same 
q lantity  of  business  can  be  carried  on. ' 

From  these  considerations  it  manifestly  appears 
t tat  there  may  be  great  (juantities  of  money  in  a 
c uintry  which  may  exercise  no  influence  whatever 
i o I prices,  and  that  the  jirojiortion  between  monei' 
y a id  com mo(li ties  may  vary  greatly,  according  to 
Me  method  in  which  business  is  cai'ried  on.  Few 
c untries,  after  adopting  the  third  method,  would 
g » back  to  the  first.  Hut  many  might  change 
fi  jm  the  first  to  the  third.  As  an  example  of 


the  change  from  the  first  to  the  third,  we  may 
mention  the  case  of  the  London  banks.  Every 
, bank  in  London  has,  probablv,  claims  against 
every  other,  every  morning.  ‘The  old  method 
used  to  be,  that  every  morning  each  bank  used  to 
send  out  clerks  to  collect  the  sums  due  to  it  from 
its  neighbours.  Hut  at  the  same  time  it  wa.s 
obliged  to  keep  in  reserve  a large  stock  of  specie 
I and  notes  to  meet  its  neighbours’  claims  ou  it. 
The  consequence  of  this  system  was  very  manifest. 
Tliere  was  an  enormous  mass  of  specie  and  notes 
j kept  for  no  otlier  purpose  but  to  be  carried  back- 
wards and  foi  wards  from  one  bank  to  another  to 
settle  claims,  which  might  be  much  more  easilv 
, setthMl  by  b'-ing  simply  set  off  one  again.st  the 
other.  To  facilitate  this  change,  a considerable 
I number  of  the  London  Hanks  agreed  to  liave  a 
room  where  their  clerks  should  meet  and  setoff 
their  mutual  claims  against  each  other,  and  onlv 
pay  the  differences  in  .-specie.  Hy  a further  im- 
jirovement  in  the  organisation  of  this  iirstitution, 
no  s|>ecie  or  bank  notes  at  all  are  noAv  used. 
Ihi.s  method  saves  the  use  of  many  millions  of 
specie  or  bank  notes,  which  would  be  required  if 
it  did  not  exist,  ami  it  is  dear  that  this  vast  sum 
(tf  money,  wliich  would  be  required  to  fultil  the 
purpose  of  the  Clearing  House,  would  exercise  no 
influence  ou  prices. 

On  the  Theory  of  Regulating  the  Paper  Currency 
hy  the  Discount  of  Mercantile  Bills. 

Adam  Smith,  >vho  is  supposed  to  countenance 
the  doctrine  discussed  in  the  preceding  section, 
called  the  Currency  rrinciple,  has,  a few  pages 
further  on,  started  another  theorv,  which  was 
strenuously  supiiorted  by  the  Directors  of  the 
Hank  of  Ireland  in  1 804,  and  those  of  the  Bank  of 
England  in  1810  ; namely,  that,  as  long  as  Notes 
are  issued  in  the  discount  of  bond  fide  mercantile 
bills,  they  cannot  be  excessive.  This  very  spe- 
cious theory  was  controverted  by  the  Bullion 
Committee,  but  not  in  our  opinion  conclusively. 
We  have  endeavoured  to  demonstrate  its  fallacy 
under  Bullion  Report,  § 51. 

On  the  Regulation  of  the  Paper  Currency  by 
means  of  the  Rule  of  Discount. 

^ Having  shown  that  the  two  theories  of  Paper 
Currency  which  have  obtained  tlie  greatest  noto- 
riety ill  recent  times  arc  inconsistent  with  each 
; other,  and  both  erroneous,  we  have  now  to  con- 
I sider  what  otlier  means  there  may  be  of  regu- 
: lating  the  Paprr  Currency. 

Although  it  is  an  error  to  suppose  that  the 
Paper  Currency  must  always  be  exactly  equal 
to  what  the  specie  would  have  been  if  there  were 
110  paper,  ami  in  fact  can  by  no  possibility  do  so 
; whilst  the  business  of  banking  is  allowed  to 
continue,  yet  it  is  unquestionably  true  that  the 
I paper  should  \ary  proportioiiably  to  the  specie. 

' The  framers  of  the  Bullion  Report  and  of  the 
Act  of  1811),  as  well  as  all  the  best  authorities 
' of  the  period,  maintained  that  the  mere  nume- 
rical amount  of  notes  was  no  criterion  as  to 
wliether  they  uere  over-abundant  or  not.  They 
maintained  that  the  true  criterion  was  to  be 
found  in  the  price  of  gold  bullion  and  tiie  state 
of  the  Foreign  Exchanges.  Having  regard  to 
these,  they  said  that  the  more  paper  there  was 
the  better,  as  it  only  showed  tlie  activity  of 
enterprise. 
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So  long  as  the  paper  is  convertible  at  the  will 
of  the  holder,  the  price  of  gold  bullion  may  be 
omitted,  because  though  the  Bank  may  endanger 
its  stability  b}’  excessive  issues,  yet  the  market 
price  of  gold  cannot  be  affected  by  them  until  cash 
payments  have  been  suspL-mlcd,  and  the  notes 
become  inconvertible.  So  long,  therefore,  as  the 
Paper  CuiTeiicy  is  convertible,  the  state  of  the 
Foreign  Exchanges  is  the  principal  thing  that 
need  be  looked  to. 

Directly  we  observe  that  a debt  is  an  article  of 
merchandise,  and  may  be  bought  and  sold  like 
any  other  commodity — which  was  perfectly  well 
understood  until  tlie  erroneous  doelrine  was 
adopted  by  Economists  that  labour  and  mate- 
riality are  necessary  to  value— and  that  the  laws 
governing  the  price  of  debts  are  perfectly  analo- 
gous to  those  Avhicli  govern  the  prices  of  all  otlier 
commodities,  we  shall  find  that  thcsubjcct  becomes 
quite  clear  and  simple. 

For  many  centurie.s,  it  was  the  custom,  in  this 
and  otlier  countries,  to  fix  the  prices  of  labour  | 
and  corn.  It  was  considered  a heinous  crime  to 
lay  up  corn  for  the  jiurpose  of  selling  it  again. 
Those  who  did  so  were  called  by  various  iiii-  ' 
couth  names,  such  as  Forestallers,  Regraters, 
&c.,  the  meaning  of  which,  we  hope,  will  shortly 
be  known  only  to  antiiiuaries.  At  last,  writers 
began  to  see  the  fallacy  of  this.  It  is  one  of 
Smith’s  merits,  we  believe,  to  have  been  among  ! 
the  first  to  show  the  useful  part  played  by  coni  ' 
speculator.^,  who  bought  u]>  corn  when  it  was 
cheap,  and  kept  it  in  reserve  until  there  was  a 
scarcity.  After  laborious  efforts,  it  came  to  be  i 
generally  understood  that  corn  factors,  instead 
of  being  the  cause  of  the  scarcity  and  dearness  of 
corn,  were,  in  fact,  the  very  persons  who  pro-  ' 
vented  it  being  a great  deal  more  scarce  and  dear  , 
tlian  it  was ; and,  so  far  from  aggravating  varia- 
tion in  price.s  were  in  fact  the  great  initigators  of 
them.  That,  so  far  from  being  the  noxious  ver- 
min they  were  su]>posed  hy  the  ignorant  A ulgar 
to  be,  they  were  gi'eat  public  benefactors.  I 

But  long  after  the  evil  effects  of  meddling  Avith  1 
the  value  of  labour  am!  commodities  Avere  fully  , 
uiidor-stood,  people  clung  to  the  chimera  of  fixing  ’ 
a maximum  }>rice  for  debts,  or  discount,  and  Avbile 
it  Avas  laAA'ful  to  take  any  amount  by  Avay  of  com- 
mission, or  extraneous  charges,  it  Avas  held  to  be  i 
a legal  and  moral  crime  to  take  anything  aboA'e  a 
certain  amount  by  Avay  of  interest.  Sucii  i.s  the 
Aveakness  of  human  nature,  that  Adam  Smith  him- 
self, Avho  had  done  .^o  much  to  enlighten  the  Avorld 
as  to  the  mischief  of  meddling  witli  prices,  giA’es 
most  fantastical  reasons  for  maintaining  a maxi- 
mum rate  ot  interest.  This  called  forth  Benthani's 
admirable  Defence  of  Usury.  1’he  usury  Iuaas 
produced  the  most  serious  incoin’eniences  in  every 
commercial  crisis,  and  yet  no  effort  A\'as  made  to 
repeal  tiiem  till  1834,  Avheu  bills  and  notes  of  not 
more  than  three  months’  date,  Avere  exempted 
from  their  operation  ; and  it  Avas  not  till  1854,  that 
the  last  remnants  of  them  Avere  abolished,  and  con- 
tracts for  money  left  free. 

Directly  we  obseiwe  that  a debt  is  simply  an 
article  of  merchandise,  and  that  banking  is  simply 
buying  and  selling  debts,  aa'c  have  only  to  obseiwe 
the  analogy  betAveen  that  and  every  other  species 
ot  merchandise,  and  the  pro])er  method  of  con- 
trolling the  pai^er  cuiTeiicy  becomes  obvious  and 
simple. 


A.s  discounting  bills  is  simply  buying  del>ts.  the 
]u*ice  of  such  debt.'*  must  folloAv  exactly  the  same 
laAvs  as  the  jirice  of  corn,  or  any  other  article. 
If  money  is  very  scarce,  and  Avheat  very  abund- 
ant, the  price  of  Avheat  must  rise.  Tlie  ]>rice  of 
delUs  oWys  the  same  rules.  If  money  becomes 
very  scarce,  the  price  of  (lei)ts  must  fall,  *.#>..  the  dis- 
count must  rise.  If  money  becomes  abundant,  the 
jirice  of  debts  Avill  rise,  i.e.  the  discount  Avill  fall. 
The  price  of  debts,  then,  must  folloAv  the  .same 
gi*eat  laAvs  of  nature  that  the  juice  of  wheat 
does.  Every  one  kuoA\s  iioav  that  it  is  a great 
error  to  control  the  jwice  of  corn.  As  avc  iiave 
shoAVu  (Prices;  Theory  of)  it  i.s  not  tlie  fluciu- 
ation  of  the  jirice  of  Avheat  that  is  the  evil.  The 
real  evil  Ls  the  change  in  the  projiortion  of  the 
demand  and  sujqdy,  and  the  fiuctuafion  of  the 
juice  is  the  grand  natural  corrector  of  the  evil. 
A high  juice  of  com  i.s  the  Avay  to  attract  corn 
to  Avherc  it  is  deficient,  and  a Ioav  jirice  rejnis  it 
from  Avhere  it  is  already  too  abundant.  Nothing 
can  be  more  erroneous  jjolicy  than  to  force  doAvu 
the  j)rice  of  Aviieat  Avheu  there  is  a real  scan  ity, 
anil  to  sell  it  beloAV  the  juice  it  Avould  naturally 
attain  to. 

Noav  aj)j)Iy  all  the  arguments  Avhich  irresistibly 
govern  the  case  of  Avheat  to  the  case  of  cretlit,  or 
debts,  and  the  same  results  folloAv.  The  same 
great  laAv  of  nature  ojierates  to  preserve  the  due 
Iirojiortiou  betAAeen  mouey  and  credit,  and  any 
interference  with  tliis  great  laAv  must  necessarily 
be  attended  Avith  the  same  evil  consequences  as 
an  interference  Avith  the  natural  jirice  of  Avheat. 
And  yet  almost  all  legislation  uj)  to  a very  recent 
jieriod,  and  the  gi-eat  majority  of  Avriters  ou  poli- 
tical economy,  and  too  many  of  the  commercial 
Avorld  Avere  in  a perverse  combination  to  tliAvart 
tliis  gi’eat  laAv  of  nature,  aud  to  attempt  to  keej> 
the  rate  of  discount,  or  the  price  of  debts,  fixed  at 
a uniform  rate  ! 

While,  tiierefore,  the  gi-eater  part  of  commer- 
cial complaints  AA-ere  levelled  against  variations  in 
the  rate  of  di.'icount  as  the  great  evil — the  truth  Ls 
they  are  only  the  .sign  of  the  evil.  The  real  evil  is 
the  altered  j>roi»ortion  betAA'cen  money  and  credit, 
and  a variation  in  the  rate  of  discount  is  the  graiul 
natural  corretUor  of  the  evil.  To  attemjit  to  keeji 
the  rate  of  discount  uuifonu,  is  to  tlnvart  and  con- 
travene the  laAA's  of  nature  just  the  same  as  an 
attempt  to  fix  the  jirice  of  Avheaf.  Like  all  true 
laws  of  nature,  the  simjdicity,  beauty  aud  jx*ifec- 
tion  of  its  action  h mai’AxIlou.s,  and  it  jiroduccs 
a multitude  of  results  Avliich  are  not  perhajis  very 
obviou-s  at  first.  If  money  is  leaving  the  country 
and  becoming  .scarce  comjiared  to  credit,  every 
ju’iiieiple  of  nature  shoAvs  that  the  value  of  money 
must  rise,  i.c.,  the  rate  of  divseount  must  ri.se ; ami 
thi.s  prevents  the  outfioAv  of  bullion,  aud  attracts 
it  from  abroad.  Ou  the  other  hand,  if  money  lie 
floAviiig  into  the  country,  and  likely  to  become  too 
abundant  compared  to  credit,  a fall  in  its  value, 
or  a fall  in  the  rate  of  discount  repels  it  from 
the  country.  If  a nation  be  visited  with  a great 
failure  of  the  crops,  it  can  only  buy  such  food 
from  foreign  countries  Avith  its  commodities,  or  its 
money — it  cannot  send  its  credit  as  jiennanent  jiay- 
meiit  abroad.  No(v%  if  commodities  are  too  dear, 
it  must  pay  with  money,  and  credit  in  this  country 
is  the  great  producing  poAver ; and  credit  for  a 
time,  is  a great  .su.stainer  of  prices  by  enabling 
j>eople  to  Avitliliold  their  commodities  from  tlie 
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luyket.  Xo\v,  raisiu^^  the  rate  of  discount  cur- 
^ils  crc(Ut.  forces  sales,  ainl  tlierehy  lowers  the 
)ricc  of  commodities,  and  makes  it  less  jn*ofit- 
ible  to  export  specie,  and  more  pivditable  to  ex- 
)ort  j?oods.  Mnreover,  this  rise  in  thc^  value  of 
noney  here,  i.e.,  the  low  price  of  debts  and 
•ommodities,  tempts  buyers  from  noighbourin^^ 
*-ountri(‘s  to  briiijr  their  nioiiev  here.  It  thus 
•aiises  an  influx  of  money,  and  brin^xs  the  value 
)f  the  (uirrency  here  to  a nearer  level  with  that 
if  other  countries.  A^raiii,  if  this  nation  has  to 
IRuid  a jxreat  part  of  its  motiey  in  buyin^r  foreign! 
orii,  it  is  quite  clear  it  has  not  jrot  so  much  to 
•pend  in  purchasiiij;  jroods ; an  over-production  of 
roods  therefore  can  only  end  in  a disastrous  fall 
n i>riecs.  And  here,  too,  the  beautiful  action  of 
his  ^nreat  law  of  nature  is  manifest.  8o  enormous 
. proportion  of  the  commodities  of  this  country 
re  i)roduced  by  the  credit  system,  that  a rise  in 
he  rate  of  discount  just  hits  |)rotits  between  wind 
nd  water,  as  we  may  say.  Consetjutmtly,  a rise 
n the  rate  of  discount  retards  and  curtails  pro- 
uction  in  i»roportion  to  the  diminished  coiisum- 
njr  powers  of  the  nation,  and  so  prevents  such  a 
uinous  fall  in  price,  as  Mould  uecessiirily  foIIoM- 
; II  uiidiminished  production,  acromjianicd  by  a 
I iminished  poM  er  of  consumption. 

In  flict,  M-hen  a commercial  crisis  occurs  in  a 
t ouutrv,  it  invariably  means  that  more  persons 
: re  M-ishiii"  to  sell  than  there  are  persims  M ishin^^ 

1 ) buy,  or  at  least  at  remunerative  ])i*ices.  A 
) onnnercial  crisis  invariably  arises  from  a lack  of 
] urchasers,  M'hich  is,  in  fact,  over-prodnctiou. 

’ 'rue  prudence,  therefore,  sIiom  s.  that  in  all  com- 
I lercial  crises,  production  should  be  curbed.  It  is 
1 etter  not  lo  produce  at  ail.  than  to  ]iroduce  ami 
1 e oblijred  to  sell  at  a h.ss.  To  jiroducc  and  be 

< to  sell  beloM'  cost  of  iircduethm  is  loss  of 

< apital.  It  is  better,  therefore,  not  to  employ  the 

< apital  at  all  than  to  lose  it,  Ivaisinij  the  rate  of 
( iscouut,  therefore,  acts  as  a timely  M arniii^r  to 
] roducers  to  hold  hard.  It  i>  ucces.'‘ary  to  dispose 
( f the  stock  already  jirodueed  before  |iroducin;X 
I lore,  and  if  the  stream  of  sale  is  stopped  m Idle 
1 reduction  conlimies,  it  can  only  tend  to  a more 
' irixravated  fall  at  last. 

XoM',  M'hat  is  the  necessary  consequence  (»f  an 
tttempt  to  tliM-art  this  jxi'cat  laM-  of  nature?  In 
t me  of  scarcity  of  food,  and  a necessary  exj)ort 
( f money  to  buy  it,  if  the  rate  of  discount  be 
\ ept  unnattirally  Kov,  nothing  but  money  M'ill  go, 
c nmuodities  are  toti  dear,  they  M ill  not  go.  Again, 

1 loncy  being  kept  at  an  unnaturally  Iom'  rate  here, 

I 3 one  Mill  bring  it  hero  from  neighbouring 
c mutries  ; ctiusequently,  gi'cat  quantities  of  money 
3 ill  go  out  and  none  Mill  come  in,  till  at  last  the 
c rculating  medium  M ill  be  nothing  but  “ promises 
t • pay,”  and  no  money  to  pay  them  Mith.  Then, 
a last,  violent  convulsions,  total  destruction  of 
c-edit,  every  one  Mishing  to  sell,  and  no  one 

V ishing  or  able  to  buy. 

( )ii  the  other  hand,  if,  Miien  money  is  floM  ing  in 

V ith  too  great  abundance,  it  be  not  rei^elled  by  a 
d le  diminution  in  the  value  of  money,  /.e.,  a tall 
ii  the  state  of  discount,  it  M ill  continue  lo  do  so 
u itil  it  is  so  superabundant,  that  a violent  fall 
t;  kes  place.  Tersoiis  M ho  are  accustomed  to 
d ‘iiend  on  the  income  they  receive  from  the  in- 
ti rest  of  money,  suddenly  And  their  means  are 
SI  riously  diminished.  Then  M-ild  speculations 
(i  id  favour  in  the  i>uhlic  mind,  promising  higher 


profits,  and  thus  the  community  goes  through  the 
cycle  of  bubble  si»cculation,  extravagant  credit, 
ending  in  commcndal  catastrojihe.  In  1824,  money 
Mas  so  abundant,  that  the  Scotch  Hanks  gave  no 
interest  on  deposits.  Then  came  182o.  It  is  jier- 
, fectly  certain  that  during  the  various  crises  this 
' country  has  pass<.‘d  through,  if  more  attention  had 
been  paid  to  observe  the  natural  rate  of  dis- 
count, instead  of  tliMarthig  the  course  of  nature, 
though  the  variations  M-ouId  have  been  more  fre- 
quent, they  would  have  been  less  violent  and  ex- 
treme. If  money  is  coming  in  Mith  too  great 
speed,  it  is  good  to  loM-er  the  rate  of  discount 
quickly,  to  prevent  it  getting  loMer;  if  money  is 
going  out  too  rajiidly,  it  is  good  to  raise  the  rate 
quickly,  to  jtreveut  it  b(dng  higher. 

Hitherto,  hoM  ever,  a great  number  of  |)crsons 
have  thought  tliat  a unifoMn  and  invariable  rate 
of  discount  is  the  great  thing  to  be  preserved,  no 
matter  M'hat  nature  may  >ay  to  the  contrary;  and 
much  ingcmiiiy  has  been  given  to  devise  a plan 
for  alMays  keeping  it  >o,  just  as  if  the  governor  of 
a steam  engine  ought  ahvavs  to  revolve  M ith  uni- 
form velocity.  The  inevitable  cunsetineiice  of 
taking  these  means  to  tlnvart  nature  M'ill  be,  that 
Mhen  money  is  scarce,  it  muII  he  reiielled  by  a 
loM'er  rate  than  the  natural  one  ; M hen  it  is  already 
too  abundant,  it  M ill  be  still  further  attracted  by 
a rate  higher  than  the.iiatural  one. 

Many  Iiave  sup]>osed  that  the  object  ought  to  be 
to  maintain  the  currency  at  a uiiiform  amount, 
and  have  pnijtosed  that  as  gold  goes  out,  paper 
should  be  issued  to  Kujiply  its  place.  Thu.s,  Sir 
Archibald  Ali>on,  m Iio  condemns  the  theory  that 
gold  audjiaper  -<11001(1  vary  together,  says  (History 
of  Europe,  VoL  ILp,  391.J  : — The  true  systciii 
Mould  bo  just  the  reverse.  Proecediug  rn  the 
principle  that  the  great  ol>ject  is  to  equalise  the 
currency,  and  M'ith  it  prices  and  speculation,  it 
M'ould  enlarge  the  jiaper  currency  m Iicu  the  pre- 
cious metals  are M ithdraM’ii,  and  credit  is  threatened 
Mith  a stoppage,  and  proportionally  contract  it 
M-hcn  the  ]»rec*ious  metal  returns,  and*  the  currency 
is  betoming  adequate  Mithout  any  considerabre 
additimi  to  the  pa]»er.”  Tliis  plan* has  been  tried 
over  and  over  again,  and  has  been  uniformly 
attended  Mitli  a catastrophe.  When  gold  was 
lt*aviiig  the  country  in  vast  quantities,  in  179C,  the 
Hank  of  England  ^till  maintained  its  issues,  against 
its  oM  ii  M ill,  it  is  true,  but  yet  the  fact  illustrates 
the  principle — and  the  consecpience  M as  the  suspen- 
sion of  cash  jiavments,  in  1797.  When  the  Hank 
had  got  right  again,  in  1817,  a drain  for  foreign 
loans  began,  and  the  Bank  extended  its  issues  in 
1 818,  and  the  consequenee  M-as  the  second  sus|>en- 
sion  of  cash  payments,  in  1819.  In  18*24,  M’hen 
bullion  M as  departing  from  the  country  like  a flood, 
the  Hank  extended  its  issues.  Then,*  M hen  it  saw 
itself  right  in  the  vortex  of  bankruptcy,  it  sud- 
denly altered  it-  policy,  and  the  result  of  this  Mas 
I the  catastrophe  of  1825.  In  1838-9,  a similar 
drain  occurred;  the  Hank,  Mith  marvellous  per- 
versity, maintained  its  rate  of  discount  considera- 
bly beioM-  the  market  rate,  and  the  result  Avas  the 
: monetary  crisis  of  1839.  In  1847,  there  Mas  the 
same  eiTor,  and  the  same  result.  Surely  these 
, instances  are  enough  to  destroy  this  fatal  delusion. 
In  fact,  those  M'riters  avIio  maintain  this  doctrine 
—or  rather,  avc  may  say,  Avho  did  so,  because 
they  are  almost  if  not  quite  extinct — Avholly 
! mistake  the  object  to  be  sought  for  in  so  delicate 
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ami  artificial  a machine  as  a Paper  Currency.  | 
The  object  to  be  aimed  at  is  not  to  preserve  a 
unifonn  rate  of  discount,  or  a unifonn  (luautity 
of  currency  in  this  country,  but  to  maintain  a 
uniformity  in  the  Value  of  the  British  Currency 
with  that  of  other  countries.  If  money  be  made 
artificially  cheap  in  this  country,  that  is,  cheaper 
Than  it  is  in  neighbouring  countries,  jiersons  in 
this  country  will  export  it  to  M'liere  it  is  of  greater 
value ; they  will  buy  foreign  securities,  they  wdll 
buy  foreign  commodities.  On  the  other  hand, 
foreign  uatious  will  flood  this  country  M'ith  their 
securities,  just  as  the  Americans  did  in  1839— 
M'hcn  the  Hank  kept  doM-n  the  rate  of  discount 
beloM'  its  proper  level— because  they  can  sell  them 
at  a better  price  here  than  in  their  own  country. 
If  a mail  M-ishes  to  sell  a horse,  and  my  neighbour 
will  only  give  £90  for  it,  and  I Avill  give  .£96,  he 
of  course  Avill  sell  the  horse  to  me  and  take  away 
mv  cash.  So,  M'hen  the  Americans  wished  to  sell 
their  debts,  and  found  that  in  their  own  country 
they  could  only  get  £90  per  cent,  for  them, 
whereas  they  could  get  £97  per  cent,  for  them  in 
England,  as  a natural  consequence  tliey  sent  them 
to  England  for  sale,  and  took  aM*ay  the  cash.  The 
only  way  for  England  to  have  stopped  this  M'ould 
have  been  to  give  no  more  for  these  seem-ities 
than  the  Americans  would  themselves ; in  other 
M'ords,  to  maintain  a uniformity  iu  value  between 
the  currencies  of  the  tAvo  countries. 

There  are,  also,  other  considerations  which  shew 
that  the  rate  of  discount  is  the  true  method  of 
acting  upon  the  Paper  Currency.  It  lias  almost 
universally  been  supposed  that  Hills  of  Exchange 
arise  only  out  of  previous  commercial  transac- 
tions betAveen  countries ; and,  therefore,  that  if 
there  have  been  no  transactions  there  can  be  no 
Bills.  Under  the  article  Exchanges,  Foreign, 
we  have  shoM-n  the  fallacy  of  this  notion,  and 
explained  that  when  The  Rate  of  Discount  in  two 
countries  exceeds  the  Cost  of  the  Transmission  of 
Bullion  between  them,  Bills  of  Exchange  are 
fabricated  for  the  express  purpose  of  exporting 
bullion.  If  the  rate  of  discount  at  Paris  is  6 per 
cent.,  and  the  rate  in  Loudon  4 per  cent.,  not 
only  will  debts  fly  from  Paris  to  buy  bullion,  and 
bullion  fly  from  London  to  Paris  to  buy  debts, 
but  debts  will  be  created  in  London  for  the 
express  purpose  of  buying  bullion  in  London  at 
4 per  cent.,  and  selling  it  in  Paris  for  6 per  cent. 
Ami  this,  of  course,  Avill  manifestly  go  on  as  long 
as  this  difference  is  maintained.  There  is  no 
other  method  of  preventing  such  operations,  but 
by  equalising  the  rates  of  discount  at  London  and 
Paris — this  of  course  effectually  prevents  all  such 
operations.  If  only  the  numerical  amoimt  of 
notes  be  looked  to,  and  the  rate  of  discount  be 
kept  down,  these  speculators  may  get  their  bills 
passed,  while  legitimate  trade  bills  may  be  refused. 
A moderate  rise  iu  the  rate  of  discount  will  never 
inflict  any  real  injury  on  trade,  at  all  equal  to  the 
refusal  to  discount  trade  bills  altogether,  and  that 
is  the  result  Avliich  has  ahvays  ensued  from  a 
jierseverance  in  keeping  down  the  value  of  money 
beloAv  its  natural  level. 

We  are  happy  to  say  that  this  great  truth  is 
now  generally  admitted  and  acted  upon.  Within 
the  last  few  years,  the  Bank  of  England  have 
fully  understo()d  it,  and  the  Usury  LaAvs  in  France 
have  recently  been  modified,  so  as  to  permit  the 
Hank  of  France  to  counteract  drains  of  bullion 


by  their  natm'al  controller — the  rate  of  discount. 
In  order  to  carry  this  into  effect,  the  Directors  of 
tlie  Bank  have  only  to  fix  upon  some  sum  AA-hich 
they  consider  is  absolutely  necessary  to  i^ure  the 
convertibility  of  the  note — say  eight  millions  for 
example.  They  should  then  determine  that  as 
their  treasure  gi-adually  diminishes  to  tliis  point, 
the  rate  of  discount  should  gi-adually  ri.se  to  such 
a rate  as  aa'ouIJ,  under  all  ordinary  circumstances, 
prevent  bullion  from  leaving  the  counuy,  say  10 
per  cent,  or  thereabouts.  As  the  bullion  gi*adu- 
ally  rose,  the  rate  of  discount  should  gradually 
fall.  Of  course  it  is  impossible  to  state  abso- 
' lately  what  the  exact  rate  should  be,  as  it  M'ould 
ahvays  depend  upon  the  state  of  the  Fi^reign  Ex- 
changes, but  in  our  Theory  and  Practice  of  Bank~ 
ing,  1856,  Ave  gave  such  a scale;  and,  on  comparing 
the  scale  given  there  Avith  that  actually  adopted 
by  the  Bank,  (Discount)  it  Avill  be  seen  that  the 
Bank  has  very  nearly  foIloAved  the  scheme  there 
given. 

If  such  a scale  had  been  adopted  in  former 
times  by  the  Bank  it  m*ouU1  have  prevented  most 
of  those  teiTible  catastrophes  Avhich  have  so  often 
happened.  It  Avould  have  rendercil  any  legal  re- 
gulation of  the  number  of  Bank  Xotes  unneces- 
sary, and  it  Avould  enable  the  Bank  to  surmount 
monetary  crises  AAuthout  aggraAMting  them  into 
panics.  The  experience  of  the  tAvo  great  crises 
of  1847  and  1857  has  fully  confirmed  the  accuracy 
of  the  arguments  upon  Avliich  this  plan  rests ; and 
when  the  Bank  Act  broke  doAVU,  it  Avas  the  plan 
recommended  by  the  Goverunieut,  and  adopter! 
Avith  perfect  success.  The  Bauk  aa-os  permitted 
to  make  unlimited  issues  to  stay  the  panic,  but  at 
a very  high  rate  of  discount.  Every  one  kuoAvs 
that  this  is  the  plan  M hich  must  be  adojited  ou  the 
recurrence  of  all  future  crises.  Hence  Ave  “con- 
clude that  reason,  evidence  and  experience  com- 
bine to  demonstrate  that,”  it  is  a false  and  danger- 
ous principle  to  fix  the  numerical  amount  of  jtaper 
issues ; and  that  the  only  true  method  of  regu- 
lating THE  Paper  Currency  is  by  carefully 

ADJUSTING  THE  RATE  OF  DISCOUNT  TO  THE  STATE 

or  THE  Foreign  Exchanges.  (Crisis,  Com- 
mercial ; Discount  ; Exchanges,  Foreign.) 

CURRIFEX,  JOHANNES. 

Tractatas  de  ricio  proprietatis.  1505. 

CURZON,  EMMANUEL  DE. 

Etudes  sur  les  enfans  trouves  au  point  de  vue 
de  la  legislation,  de  la  morale  et  de  Tcconomle 
politique. 

CUSTODI.  PIETRO.  The  Baron,  a disiin- 
guished  Italian  Economist,  M-ho  collected  and 
published  a series  of  Italian  Avriters  on  Political 
Economy,  under  the  name  of  Scrittori  classici 
italiani  di  economia  politica.  ^Iilano,  1803 — 1816. 
parte  antica. 

Tom  I.  (1)  Breve  Trattato  delle  cause  che 
possono  far  abondare  li  regni  (Toro  e cTargento 
dove  non  sono  miniere,  di  Antonio  Serra. 

(2)  Discorsi  e relazioni  sulle  monete  del 
regno  di  Napoli  di  Giaii-Donato  Turbolo. 

II.  (1)  Lezione  delle  monete,  di  Bernardo 
Davanzati. 

(2)  Discorso  sopra  U monete  e della  vera 
proporzione  tra  Toro  e Targento,  di  Gasparo 
Scaruffi. 
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III.  Della  moneta^  (rattato  mercantiley  di  Crenii- 
niano  Montanari. 

(0  rrattato  dey  tributiy  di  Carlo  Autoiiio 
Broffgia. 

(2)  Trattato  delle  monete  considerate  ue'  rap- 
porti  di  le^ittima  riduzione  di  circolazione  e di 
^depositOy  di  Carlo  Antonio  Broggia. 

^ - (1)  Trattato  delle  monete — Continuazione. 
(^)  frammenti  estratti  dal  trattato 

politico  della  sanitd, 

^ I.  Osse7'mzioni  sopra  il  prezzo  legale  delle 
monetcy  di  Pompeo  Neri. 

^ II*  Docuinenti  annessi  alle  osservazioni  sopra 
il  prezzo  legale  delle  monetCy  di  Pompeo  Neri. 
PABTE  MODERNA. 

Tom.  I.  (1)  Elogio  di  Salustio  Antonio  Bandi- 
ni  scritto  da  Guiseppe  Gorani. 

(2)  Discorso  economico  scritto  dalV  arcidia- 
cono  i^alustio- Antonio  Bandiui. 

(3)  Saggio  sopra  il  commercioy  di  Francesco 
Algarotti. 

II.  (1)  Dissertazione  sopra  il  commerciOy  di 
Gerolamo  Belloni. 

(2)  Saggio  sopra  il  giusto  pregio  delle  cose 
della  moneta  e sopra  il  commercio  dei  Romaniy 
di  Gio.  Francesco  Pagniui. 

III.  Della  monetoy  di  Ferdinaudo  Galiani.  Libri 

I k II. 

IV.  Idem.  Libri  in,  iv,  & v. 

V.  Dialogues  sur  le  commerce  des  par 

^Tabbe  Ferd.  Galiani. 

^ I*  (1)  Continuation  des  dialogues. 

(2)  Estratto  del  discorso  sulla  perfetta 
conservazione  del  grano  scritto  e pubblicato  per 
ordhie  e sotto  il  nome  di  Bartolommeo  lutieri 
da  Ferdinaudo  Galiani.  ’ 

VII.  Lezioni  di  economia  civilcy  di  Antonio 
Genovesi. 

VIII.  Lezioni — continuazione. 

IX.  p)  Lezioni — continuazione. 

(2)  Opascoli  di  economia politicay  di  Antonio 
Genovesi. 

X.  Continuazione  degli  opuscoU  economiciy  di 
Antonio  Genovesi. 

XI.  Elementi  di  Economia  pubhlicuy  di  Cesare 
Beccaria. 

XII.  (1)  Elementi — Continuazione. 

(2)  Della  riduzione  delle  misure  di  lun- 

ghezza  aW  uniformitd  per  lo  stato  di  MilanOy 
relazwne  del  Consigliere  Cesare  Beccaria  pre- 
sentata  al  magistrato  camerale. 

XIII.  (1)  Deir  origine  e del  commercio  della 
moneta  e dei  disordini  che  accadono  nelle  alter- 
azioni  di  essuy  dissertazione  di  Gian-Rinaldo 
(’arli. 

(2)  Digressione  sur  la  proporzione  media 
fra  i metalli  monetati  estratta  dalla  dissertazione 
sulle  monete  de  Gian-Kinaldo  Carli. 

(3)  Del  valore  e della  proporzione  de'  metalli 
mojietati  coi  generi  in  Italia prima  della  scoperta 
delV  India  col  confronto  del  valore  e della  pro- 
porzione  de'  tempi  nostriy  dissertazione  de  Gian- 
Kinaldo  Carli. 

'^IV.  (1)  Osservazioni  preventive  al  piano  in- 
lorno  alle  monete  di  Milunoy  di  Gian-Kinaldo 
Carli. 

(2)  /Yuove  osservazioni  sulla  r {forma  delle 
inotietcy  di  Gian-Kinaldo  Carli. 

(3)  Relatione  del  censitnento  dello  stato  di 
MilanOy  di  Gian-Kinaldo  Carli. 
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(4)  Breve  Ragionamento  sopra  i Bilanci 
eeonomici  delle  nazioniy  di  Gian-Kinaldo  Carli. 

(5)  Del  lihero  commercio  de' grani,  lettere  di 
Gian-Riiialdo  Carli  al  presidente  Pomi>co  Neri. 

Xy.  Meditazioni  sulla  economia  politico  di  Pietro 

Verriy  con  annotazioni  di  Gian-Rinaldo  Carli. 
X\  1.  (1).  Sidle  leggi  vincolarUe  principalmenie 
nel  commercio  de'  graniy  ritiessioui  di  Pieti'o 
> ern.  ‘ 

»•  disordine  ddle  monete  nello 

stato  di  jMilano  nel  1762,  di  Pietro  Verri. 

(3)  Estratto  del progetto  di  una  tariffa  delle 
mercanzia  per  lo  stato  di  Milano  presentato  al 
^ magistrato  camerale  di  Pietro  Verri. 

storkhe  sulla  economia 
puhlica  dello  stato  di  MilanOy  di  Pietro  Verri. 

(2)  Osservazioni  sulla  tortura  e singular- 
mentesugli  effetti  che  produsse  all  occasione  delle 
unzioni  malefichiy  alle  quali  si  attribui  la  pes- 
tilenza  che  devasto  Milano  V anno  1030,  di 
Pietro  Verri. 

(3)  Varii  opuscoli  di  economia  puhhlica  di 
Pietro  Verri  ed  altridue  di  diversi  autori  relaiivi 
alle  di  lui  opere. 

X\  III.  Lettere  scelte  sulV  agricolturay  sul  com- 
mercio e sulle  arti,  di  Antonio  Zanon. 

^IX.  (1)  Apologia  della  mercaturOy  lettere  di 
A.  Zanon. 

(2)  Estratto  del  trattato  delV  utilitd  moraley 
economica  e politica  delle  Academic  di  Agricul- 
turay  e Comynercio,  di  Antonio  Zanon. 

XX.  (I)  ^ Estratto  de'  pensieri  sopra  V Agri- 
coltura  di  Ferdinando  Paoletti. 

(2)  I veri  mezzi  di  render  felici  le  societd 
di  Ferdinando  Paoletti. 

XXI.  Della  economia  nazionalcy  Uh'i  sei,  di 
Giammaila  Ortes. 

XXII.  Delia  economia — Continuazione. 

^^III*  Lettere  di  Giammaria  Ortes  in  pro- 

di  svo  lihro  della  economia  nazionale. 
XXI\  . (1)  Riflessioni  sulla  popolazione  delle 
nazioni  per  rapporte  alV  economia  nazionale  di 
Giammaria  Ortes. 

(2)  Delle  scienze  utili  e delle  dilettevoli  per 
rapporto  alia  felicitd  uniayia  ragionamentOy  di 
Giammaria  Ortes. 

(3)  Calcole  sopra  il  valore  delle  opininni  e 
sopra  i piaceri  e i dolori  della  vita  umanOy  di 
Giammaria  Ortes. 

(4)  Lettere  di  Giammaj'ia  Ortes  al  conic 
Francesco  Algarotti  e al  sig.  auditore  Michele 
Ciani. 

(U  Errori  popolari  intorno  edV  econo- 
mia nazionale  considerati  sulle  presenfe  cotiiro- 
versie  tra  i laid  e i chierici  en  ordine  al  posse- 
dimcjito  de'  beniy  di  Giammaria  Ortes. 

(2)  Lettere  sulla  religione  e il  governo  de' 
popohy  di  Giammaria  Ortes. 

^^VI*  Lettern  sulla  rc^f^mwe-'-Continnazione- 
^^^II*  Dei  Jidecommessi  efamigUe  e a chiese  e 
Inoghi  pii  in  proposito  deltermine  di  mani-morte 
introdotto  a questi  ultimi  tempi  nelV  economia 
nazionalcy  libri  due  di  Giammaria  Ortes. 

^^_yiU.  Esame  economico  del  sistema  civile  di 
^ Filippo  Briganti. 

XXIX.  Esame  economico — Continuazione. 

XXX.  (1)  Deir  armonia  j^olitico-economica 
tra  la  cittd  e il  suo  territorioy  di  Giambattista 
Gherardo  d’Arco. 

(2)  Dell  a^inonuy  di  Giambattista  Gherardo 
d'Arco. 
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XXXI.  (1)  Deir  inflneyiza  del  commercio  sopra 
i talenti  e i costumiy  di  Giambattista  Gherai-do 
d’Arco. 

(2)  Risposta  al  quesito : se  in  uno  stato  di 
terreno  fertile  favorir  debbasi  maggiormente 
Vestrazione  delle  materie  prime  ovvero  quella 
delle  manifatturey  di  Giambattista  Gherardo 
d’Arco. 

(3)  Del  diritto  ai  transitiy  di  Giambattista 
Gherai'do  d'Arco. 

(4)  Dissertazione  sopra  il  quesito  : se  in  wio 
stato  di  terreno  fertile  favorir  debbasi  mag- 
giormente Vestrazione  delle  materie  prijnCy  ovvero 
quella  delle  manifatturCy  del  dottor  Giovanni 
Scottoni. 

^^XII.  Delle  leggi  politiche  ed  economichcy  di 
^ Gaetano  Filangieri. 

^XXIII.  (I)  Dellamonetay  saggio  politicoy  da 
Giambattista  Vasco. 

(2)  Delle  universitd  delle  Arti  e Mestieriy 
dissertazione  di  Giambattista  Vasco. 

(3)  Memoire  sur  les  causes  de  la  mendicite 
et  sur  les  moyens  de  la  supprimery  par  J.  B. 
Vasco. 

XXXIV.  (1)  Lafelicitd  puhhlica  considerata 
net  coltivatori  di  terre  propricy  di  Giambattista 
Vasco. 

^ (2)  L'usura  libera  di  Giambattista  Vasco. 
XXXV.  (1)  Risposta  al  quesito  : Quail  siano  i 
mezzi  di  provvedere  al  sostentamento  degli 
operai  soUti  impiegarsi  nel  torcimento  delle  sete 
ne'  filatojy  qualora  questa  classe  <Fuomini  cost 
utile  nel  Piemonte  viene  ridotta  agli  estremi  delV 
indigenza  per  mancanza  di  lavoro  cagionata  da 
scarsezza  di  setoy  di  Giambattista  Vasco. 

(2)  Annum]  ed  estratti  sopra  diversi  oggetti 
^ di  economia  politica,  di  Giambattista  Vasco. 
XXXVI.  (1)  Del  commercio  de'  Romani  dalla 
prima  guerra  punica  a CostantinOy  dissertazione 
di  Francesco  Mengotti. 

(2)  Il  Colbevtismo  ossia  della  lihertd  di 
commercio  de'  prodotti  della  terray  dissertazione 
di  Francesco  l\Iengotti. 

XXXVII.  Riflessioni  sulla  pubbUca  felicitd 
relaiivamente  al  regno  di  Napoliy  di  Guiseppe 
Palmieri. 

XXXyill.  (1)  Osservazioni  sulle  tariffe  con 
applicazione  al  regno  di  Napoliy  di  Guiseppe 
Palmieri. 

(2)  Della  richezza  nazionalCy  di  Guiseppe 
Palmieri. 


XXXIX.  (1)  Memoria  sulla  libertd  del  com- 
mercio diretto  a risolvere  il  problema  proposto 
dalV  Accademiadi  Padova  sullo  stesso  argomento 
di  MelchioiTe  Delfico.  ’ 

(2)  Riflessioni  sulle  monetCy  di  Giambattista 
Coniiani. 

(3)  Della  legislazione  Telativamente  alV  agri- 
colturay discorsi  ducy  recitati  nella  puhblica 
Accademia  agraria  di  Brescia  il  I.  Maggio  e 
II.  Settembrcy  1777,  di  Giambattista  Coniiani. 

(4)  Essai  sur  les  valeurs,  par  Maurice 
Solera. 

XL.  (1)  Annona  ossia  piano  economico  di 
pubhlica  sussistenza,  di  Gennaro  Cantilupo. 

(2)  Riflessioni  sulV  economia  e Vestrazione  de' 
fy-umenti  della  Stciliay  fatte  in  occasione  della 
carestia  delV  indizione  Ill.y  1784  e 1785,  del 
Marchese  Caraccioli. 

(3)  Meynoria  sulla  libertd  del  commercio  dei 
grani  della  SiciUoy  presentata  a S.  M,  il  re  di 
Napoli  da  Saverio  Scrofani. 

(4)  Rflessioyd  .sopra  le  sussisteyize  desunta 
da'  fatti  osservati  in  Toscanay  di  Saverio 
Scrofaiii. 

XLI.  Riforma  degV  iyistituti  pii  della  cittd  di 
Modenay  di  Ludovico  Ricci. 

XLII.  (1)  Sopra  la  materia  frumentariay  dis- 
corso di  Pompeo  Neri. 

(2)  Osservazioni  sul  lussoy  di  Guiseppe 
Palmieri. 

(3)  Tre  nuove  lettere  sulla  economia  nazion- 
alcy  di  Giammaria  Ortes. 

(4)  Continuazione  delle  riflessioni  sulla 
popolazioney  di  Giammaria  Ortes. 

(5)  Capitoli  inediti  del  ragionamento  di 
Giaynmaria  OrteSy  delle  scienze  utili  e delle 
dilettevoli, 

XLIII.  (1)  Elenco  degli  autori  e delle  loro 
opere  contenute  in  questa  raccolta  degli  econo* 
misti  classici  italiani. 

(2)  Lidice  analitico  generate  degli  econo- 
misti  italiani. 

CUSTOMS  see  Duties. 

CUTCHET,  LIUS. 

Essnyo  econdynico-politico  d proposito  de  la 
reforma  de  Aranceles.  Barcelona,  1851. 

CZOKNIG,  C.  F.,  VON,  Director  of  the  Sta- 
tistical Oflice  at  Vienna. 

Statistiches  von  Oesterreich. 

CO-OPERATION)  see  PAiiTNERSHir, 
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